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Introduction 
 
Spread betting is now recognised as a flexible, modern technique for speculating 
on financial markets. The principles of spread betting and other forms of betting 
are essentially the same, regardless of the types of shares or bets involved. 
 
Spread betting allows you to trade on the price movements of financial markets, 
without actually purchasing an asset in that market. 
 
In essence, you are placing a bet on how that market will move. 
 
Let’s say that you think the value of a particular stock will go up. You can put a 
“buy” bet (called “going long”) on that stock, and you will profit for every point the 
value of that stock goes up. 
 
Likewise, if you think that the value of a stock will go down, you can put a “sell” 
bet (called “going short”) on that stock. If the value of that stock then goes down, 
you will profit. 
 
 
Enjoying the benefits 
 
The popularity of spread betting has grown enormously in recent years. This is due 
to a number of clear advantages it has over traditional methods of trading. A few of 
these benefits are listed here: 
 
• It is relatively inexpensive to trade. There are no brokers fees or commissions to 
pay (cost are covered in the spread and rolling charges – keep reading for a full 
explanation of these). 
 
• You can access thousands of markets from just one account – global indices, 
individual shares, crude oil, precious metals, forex …. 
 
• You can profit from rising or falling markets, buy “going long” or “going short”. 
 
• You don’t need a lot of money to get started – stakes can be as low as 50p. If you 
want to profit from the movement of a share price, you don’t need to own those 
shares to do it. Instead, you put down a 
“deposit”. This is called trading on margin, and 
I’ll explain how it works in more detail in a 
moment.  
 
• All your trading can be managed through online 
spread betting platforms – these allow you to 
manage your funds, place trades, and give 
access to lots of different charting packages. 
 
• All profit from spread betting are tax free in the 
UK.  
 
 
Understanding the prices 
 
A spread-betting firm will quote prices across a 
variety of different products and markets – you 
can trade indices, stocks, currencies, 

 

Your tax 
liability 
 
Of course, tax laws are subject to 
change, but at the time of writing 
this, one of the major advantages 
of spread betting is that it is tax-
free.  
 
That’s right – no capital gains 
tax, no stamp duty! 
 
Every penny of profit that you 
make in your spread-betting 
account is yours to keep. 
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commodities – you name it.  
 
In all cases, these prices are represented by two figures. 
 
The first, or lower figure, is the one at which you would sell at (go short on) if you 
thought the price was likely to go down. The higher figure is the one you would 
buy at (go long on) if you thought the price was likely to go up. The difference 
between these two figures is called “the spread” – and this is where the spread-
betting companies take their cut. 
 
As a spread better, you speculate as to whether you believe the price will rise or 
fall. 
 
You can take your profit (or cut your losses) at any time; you don’t have to wait for 
the bet to expire. On a ‘buy’ bet, you close the trade by ‘selling’ at the firm’s 
current quote. On a ‘sell’ bet, you close by ‘buying’ at the firm’s current quote. 
 
 
How to work out your winnings 
 
When you close the trade, for every point by which the price has moved in your 
favour, you win a multiple of the amount you bet. Conversely, for every point by 
which you turn out to be wrong, you lose a multiple of that bet. For example, if you 
bet £20 on an index like the FTSE100, and the value of that index moved by 30 
points in your favour, then you would make a profit of £20 x 30 = £600. If, however, 
the value of the index had fallen by 20 points, then you would have lost a total of 
£400. 
 
The minimum amount you can bet per point varies according to what you’re 
trading – be it currencies, shares, indices or commodities. On the indices you can 
go as low as 25p/ point. But on small cap shares the minimum might be £25 or £50 
a point. The maximum amount also varies depending on the spread-betting firm, 
but is usually around £100/point. 
 
Spread bets are made on margin. If you are speculating that the index price will go 
up, you won’t be asked to pay up front for the entire value of the bet’s underlying 
exposure. The initial deposit required is likely to be between 5% and 10% of the 
underlying exposure (higher in small-caps). 
 
 
The myths of margin explained 
 
Margin trading has been around in other markets, such as futures, commodities 
and currencies, for many years – but is a relatively new thing for equity markets. It 
gives you more ‘bang for your buck’ – a way of making the most of your trading 
capital. It also allows you to spread your risk across many different shares and 
sectors. It really is an effective trading tool but ends up being abused by many 
traders, and contributes to their downfall. 
 
I am going to explain how to use it sensibly and I am sure you will find it a great 
benefit. 
 
AN EXAMPLE OF A NON-MARGINED TRADE 
 
Let’s compare two traders buying a company at 100p per share. 
 
Trader A buys 1,000 shares which costs him £1,000 (we’ll ignore commissions etc 
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to keep it simple). 
 
Two months later the shares are 150p, so trader A decides to sell. 
 
He receives £1,500 (1,000 shares x 150p share price). The profit on the trade is 
£500. In this example, the share price rose 50% and the trader made 50% profit. 
 
AN EXAMPLE OF A MARGINED TRADE 
 
Now trader B trades in a slightly different way – her broker lets her trade ‘on 
margin’. Margin trading lets you leverage (multiply up) the money you have to trade 
with. 
 
So, if you have a broker who lets you trade on margin, and offers you a 10x margin 
facility, every £1,000 in your account can be used to buy or short sell £10,000 worth 
of shares. In other words, you only put up a portion of the total cost. 
 
So back to trader B – she does the same trade that trader A does – the only 
difference is she trades on margin. 
 
We’ll assume her broker gives her a 10x margin facility. She has £1,000 in her 
account that can be used to buy £10,000 worth of shares. The company in question 
is trading at 100p per share so she ‘buys’ 10,000 shares, secured by her £1,000 
margin deposit. 
 
Two months later the shares are 150p, so trader B sells. She sells 10,000 shares at 
150p and receives £15,000. The profit on the trade is £15,000 - £10,000, which is 
£5,000. This gets credited to her account, in addition to the £1,000 she initially 
opened the account with.  
 
So in this example, we still had a 50% movement in the share price from 100p to 
150p, but it represented a 500% profit on trader B’s deposit because she was 
trading on margin. 
 
Sounds attractive doesn’t it – and it is, as long as margin is used sensibly. Again, 
let’s look at the risks if the trade doesn’t work out as planned. 
 
 
 
ISN’T MARGINED TRADING RISKY? 
 
It is fact in the financial markets, and arguably in 
all areas of life, that risk and reward go hand in 
hand. You can’t get superior returns without 
taking on some risk – this is the case with margin. 
 
However, there are a number of measures that the 
sensible trader can take to protect himself from 
the losses associated with margined trading. 
Let’s first look at what can go wrong … 
 
Let’s go back to Trader A and his non-margined 
trade. 
 
Remember, he bought £1,000 worth of shares at 
100p. Things end up not going to plan and a week 
later the shares drop 50% on a profit warning to 
50p. Trader A decides to sell out and receives 

 
 
Risk 
management 
checklist 
 
• Set a stop loss and know how 
much you’re risking on any trade. 
 
• Don’t risk too much on any one 
trade. Between 1% and 3% of 
your entire trading fund is plenty – 
you need to be able to weather 
some losing trades. 
 
• Practise on a demo account until 
you feel that you’ve got the hang 
of placing trades. 
	  



	   5	  

£500 (1,000 shares x 50p). He has lost £500 on the trade – the shares dropped 50% 
so he of course lost 50% of his investment.  
 
For Trader B it’s a different story. She “owns” 10,000 shares bought at 100p, and 
she has only put up £1,000 as she is trading on margin. 
 
When the shares drop 50% she sells 10,000 shares at 50p, which means a 50% 
loss. But her 50% loss is based on the £10,000 worth of shares she owns on 
margin. So she has lost £5,000 overall. The broker keeps the £1,000 margin deposit 
and also requires an additional £4,000 from her to make good the loss. The shares 
dropped 50%, and Trader B lost 500% because she was trading on margin. 
 
What Trader B failed to do was protect herself against the share price moving 
against her.  
 
 
How to protect yourself  
 
Used sensibly, margin is a powerful tool for traders like you. The key is to make 
sure you understand the risks and rewards and never over-commit yourself when 
trading on margin.  
 
Don’t use margin as an excuse to take bigger positions than you feel comfortable 
with – use it to make the most of spreading your capital over a number of trades 
rather than having all of it tied up in one trade. 
 
One vital tool for spread betters is the stop loss. A stop loss means that if a trade 
goes against you, your broker will automatically close your trade.  
 
When you open your trade, you can stipulate the level at which you want to set 
your stop loss – this means that you’ll be limiting the amount of money you’re 
prepared to risk on that trade. 
 
 
How to profit from rising and falling markets 
 
With spread betting, you can profit from the value of things going up, but you can 
also profit if they go down. It doesn’t matter which way they move – all you need to 
do is predict the direction correctly. 
 
Here’s how it works … 
 
PROFIT FROM A RISING MARKET 
 
Let’s say that I believe that the value of the GB pound will go up compared to the 
value of the US dollar. £1 is currently worth US$1.6130, and I believe that the value 
will rise to US$1.6180. 
 
Therefore, I place a “buy” bet at US$1.6130 and wait until the level reaches $1.6180 
to close this order by “selling”. (Because this is spread betting, I’m not actually 
buying or selling £s – instead I’m placing a bet that the value will go up.) 
 
I decide on a stake of £2 / pip on this trade (a pip is the unit of measurement used 
in forex trading). I also place a stop loss at $1.6080, to protect my funds in case I’ve 
got it wrong. 
 
This is what happened … 
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As you can see from this chart, the value of the pound went up, and I closed my 
trade for a profit of 50 pips. At a £2 stake, this means a profit of £100. 
 
That’s how spread betting can profit from rising markets, so now let’s look at how 
it can profit from a falling market … 
 
PROFIT FROM A FALLING MARKET 
 
This time, I’m trading the FTSE100, and I believe that its value will go down. 
 
The current level of the FTSE is 6060, and I believe it will fall to 6000. This time I 
place a “sell” bet at 6060 and wait for the level to fall to 6000 before closing for a 
profit of 60 points. 
 
I decide to place a stake of £2/point on this trade. 
 
I also place a stop loss at 6150, which means that if the value of the index goes up, 
my broker will automatically close my trade at this level. 
 
Here’s what happened …  
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The value of the FTSE fell to 6000, and which point I closed my trade and took a 
profit of £120 (60 points x £2 stake). 
 
As you can see – one of the great things about spread betting is that it allows 
traders to profit in rising and falling markets. The opportunity and scope this 
presents is just one of the reasons why ordinary private investors, like you and me, 
find spread betting to be a particularly lucrative and dynamic way to make money. 
 
 
Example of a Spread Betting Trade 
 
In this example, I believe that the value of FTSE100 is going to go up.  
 
I check on my spread-betting platform, and the index is currently priced at 5900 
and 5901. The first (lower) price is the “sell” price; the second (higher) price is the 
“buy” price. 
 
I think that the value of the index will go up to by 40 points to 5940/5941. 
 
That means that if the value of the FTSE hits 5940, I’ll make a profit for every point 
it has moved. 
 
I will place my “buy order” at 5901. 
 
I will set my profit target (this is where I’ll close my trade and take my profits) at 
5940 (this is the “sell” price). 
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But before I place my trade, I want to be sure that I’m not going to get any nasty 
surprises. 
 
If I’ve got it wrong, and the value of the FTSE100 goes down instead of up, I don’t 
want to find that I’ve lost a lot of money. 
 
For that reason, I’m going to place a stop loss which will limit any losses in the 
case that the trade goes against me. I’m going to place this stop loss 20 points 
below my entry price at 5920. 
 
Now I have to consider the risks and rewards on this trade.  
 
I’m prepared to risk £100 of my trading fund on this trade. My stop loss is 20 points 
away from my entry level, so I’m risking 20 points. That means that my stake level 
should be £5.00 (£100 ÷ 20 points = £5). 
 
In order to make this potential profit of £195, I’m only prepared to risk a maximum 
of £100. My stake is £5, so to limit my risk to £100 I need to place my stop loss 20 
points below my entry price. 
 
And my potential profit will be £5 x (5940 – 5901) = £195 
 
Now I’m ready to spread bet! 
 
 
Managing your funds 
 
The accepted wisdom in trading is to only ever risk a small percentage of your 
trading fund on any one trade. 
 
Depending on who you speak to, this “small percentage” can be anything from 1% 
up to 10%, but I would recommend that you opt for somewhere between 1% and 
3%. 
 
The reason for this is that trading naturally goes hand in hand with a degree of risk 
– the kind of financial returns that spread betting offers simply aren’t possible to 
achieve without taking some risk.  
 
And even the best traders in the world will get it wrong some of the time. For that 
reason, you need to have a “buffer” that means that a few losing trades won’t make 
too significant a dent in your investment fund. 
 
Let’s say that you have a fund of £5,000 in your spread-betting account. And you 
want to keep your risk at a very sensible 1%. That means that on any one trade 
your maximum risk level should be £50. 
 
And remember – your risk level is not the same thing as your stake! 
 
If the order you’re placing has the stop loss 20 points away from your entry level, 
you’re risking 20 points on that trade. Therefore, you shouldn’t be staking any 
more than £2.50 (£2.50 x 20 points = £50). 
 
 
Types of bets 
 
There are a number of different types of order that you can use to trade. Don’t 
worry if these sound confusing at first – the reason for all these variations is 
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actually to make your life simpler! These bet types can be set up on your spread-
betting platform so that your broker automatically fills them for you – so you don’t 
need to spend all day watching price charts. 
 
LIMIT ORDER: This states that you want to enter the market at a particular price 
point. For example, company X might be trading at £1.13, and you might want to 
buy stocks in X if the price falls to £1.09, so you’ll place a buy limit order at £1.09. 
Your broker will automatically fill your order for you when/if the price hits this 
level. 
 
STOP LOSS ORDER: This is an order to close a trade at a specified level if the price 
moves against us. Sometimes  
 
LIMIT PROFIT/ TAKE PROFIT ORDER: This is an order to close a trade and takes profits 
when the price reaches the level we were aiming for. 
 
IF DONE ORDER: This combines the orders described above, so that if the limit order 
is placed, then the stop loss and limit profit automatically come into play. 
 
ONE CANCELS THE OTHER ORDER: This type of order allows you to place two limit 
orders at the same time. If one is triggered, the other is automatically cancelled. 
For example, you may want to buy the FTSE if it moves above 6005, or sell the 
FTSE if it moves below 5995 – rather than sitting at your computer waiting to see 
what happens, you can tell your broker to trigger whichever trade happens first 
(and to automatically cancel the other order). 
 
GOOD TILL CANCELLED ORDER: This type of order will stay open until it hits its stop 
loss or profit order, or until you close it manually. Because these orders can roll 
over from one day to the next, they can be subject to “rolling daily” charges – this 
is a small fee for each night that the bet remains open. 
 
DAILY ORDER: By contrast to a GTC order, this type of order will close at close of 
business that same day. 
 
MONTHLY OR QUARTERLY BETS: These allow you to hold a position for several weeks 
or months until the order expires. The “rolling” charges on these orders are 
usually factored into the price you pay at the beginning. 
 
 
How to find trading opportunities 
 
When it comes to placing trades and trying to earn a profit from the market, I’ve 
some news for you – no one knows which way the prices are moving, and there’s 
no surefire way to work it out. 
 
As traders, all we have at our disposal are current prices, past prices, and the way 
we’ve seen markets behaving in the past. We then have to apply our judgement, 
assess our risks, and make a call. 
 
When it comes to making these calls, there are two distinct schools of thought: 
technical analysis and fundamental analysis. 
 
FUNDAMENTAL ANALYSIS 
 
Fundamental analysis bases trading decisions on information we have about a 
company’s financial health, about the state of the economy, about financial 
reports, and so forth. In essence it’s all about news and information. 
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TECHNICAL ANALYSIS 
 
Technical analysts, by contrast, spend their time looking at price charts. If you’re 
new to this type of thing, it might seem unlikely that simply looking at a chart of 
past prices can give you information about future prices, but the uncanny truth is 
that prices move in distinct patterns. 
 
The patterns that technical analysts find in charts are caused by the predictable 
behaviour patterns of large groups of traders – herd mentality happens in the 
financial markets just the same as it happens in a crowd of football supporters. 
Greed, complacency, fear, panic – these are all market sentiments that can be read 
in a price chart. 
 
It can take a little practice to find these signals lurking in charts, but in my opinion 
it is one of the most reliable ways for us to read the markets. 
 
PUTTING TOGETHER A PICTURE 
 
Unfortunately, neither fundamental analysis nor technical analysis is an exact 
science – there is no magic formula for predicting the markets, and both will get it 
wrong some of the time. 
 
Most traders will have a leaning towards fundamentals or technicals, but will apply 
the wisdom of both to their trading.  
 
 
Choosing a Spread-betting company 
 
There has never been more choice in spread-betting companies, and deciding on 
the best place to protect your funds – and get the smoothest trading experience – 
is not easy. Spread betting is booming, interest from traders is growing and with it 
the variety of spread-betting companies available to you. 
 
Here’s my pick of the best companies from capitalisation and user experience 
perspective. Note that just because I haven’t mentioned a company, it doesn’t 
mean that the service isn’t good. And it’s worth bearing in mind that people’s 
experience can vary depending on the market they wish to trade and their time 
frame. 
 
KEEP YOUR OPTIONS OPEN 
 
Personally, I have a number of spread-betting accounts, and regularly flit between 
them. I often find that one company will suit one style of trading better than 
another, or that one with a better charting package works well for research, while 
I’ll actually place my trades on another, low-frills, low-cost alternative. 
 
 
Having more than one account available also offers you some protection in case a 
trading platform “goes down”. While this doesn’t happen often, it is reassuring to 
know that you can always access an alternative trading account should the need 
arise. 
 
WHAT YOU’LL BE ASKED … 
 
Getting an account open is usually quick and easy, and can be done online. You’ll 
be asked for your personal details, plus a few questions about your financial 
situation. (Sometimes you may be asked to supplement this information by posting 
in a copy of your passport or other supporting document.) 
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Spread-betting companies will base their decision on whether to accept you as a 
client based on the information you give them, about your financial situation and 
your understanding of the risks involved. 
 
One question you should always be asked is whether or not you understand 
leveraged products. In case you are unsure about this, I’ve included an explanation 
at the end of this report. 
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CORE SPREADS 

Super-tight spreads (why pay more?) 
 
Core Spreads are a relatively new kid on the block, but have quickly become a 
favourite with traders. 
 
Their ethos is a little different from other firms … rather than spend money on 
providing you with ‘free’ seminars and training – they’ve cut their charges to rock-
bottom prices.  
 
This means that, for many instruments, you won’t find a cheaper deal. So it’s not 
hard to see why they’re so popular. 
 
On top of this, they offer a charting package to match the opposition, and a 
generous sign-up deal of up to £10k (conditions apply).  
 
Unlike most demo accounts (which require a sign-up process), Core Spreads have 
a one-click demo, which means that you are literally inside the charting package 
with one click. You don’t need to enter any details – just instant access. This is 
great for sizing the broker up and confirming that you’re comfortable with them 
before you commit your funds.  
 
LIKES:  
• up £10k bonus 
• Low minimum stakes  
• Ability to trade in10p multiples (50p, 60p, etc …) 
• instant-access demo account 
• Great charting package – that comes for FREE 
• Easy-to-use trading tickets 
• Fast executing platform 
• Mobile trading on your smart phone 
• Wide range of instruments available 
• Trailing stops available 
• Tight spreads 
 
DISLIKES: 
• You can’t (yet) set up alerts on their trading platform. 
 
CLICK HERE TO OPEN AN ACCOUNT: www.corespreads.co.uk 

!

Rating: 
!!!! 
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ETX CAPITAL 
FREE advanced charting 

 
ETX used to be called TradIndex, and has rapidly established itself as one of the 
leading UK providers of retail derivatives. In 2008 it was rebranded under the ETX 
Capital name.  
 
What started off as a relatively low-frills company, now offers a very 
comprehensive package. 
 
Top of the list is their advanced charting package – it’s one of the best available 
and it’s completely FREE (you could end up forking out £30/month for the same 
package at IG Index – see below).  
 
The charts allow you to easily set up all the technical indicators, like Fib and MAs, 
you can back-test strategies and set alarms to go off when the market reaches 
levels you’re interested in. 
 
The platform is quick, with one-touch trading (and it’s the fastest account 
application I’ve ever done). 
 
Rather than offering new clients a demo account (which can be a rather dry and 
unrealistic way of trading), they have something a little different – when you open a 
new live account, they’ll give you a £300 “safety net”.  
 
If you’d like to take advantage of this safety net for a full 45 days, make sure you 
follow the link at the foot of this page. This means that any losses you incur in your 
first 45 days will be refunded up to a maximum of £300. 
 
This is an excellent offer, if you want to play around with a new platform, but do 
make sure that you know when your 45 days are up. 
 
LIKES:  
• £300 safety net offer 
• Low minimum stakes at 50p per point 
• Ability to trade in10p multiples (50p, 60p, etc …) 
• Charts are based on mid-price which makes calculating entry levels simpler 
• 3-minute application process 
• Great charting package – that comes for FREE 
• Easy-to-use trading tickets 
• Fast executing platform 
• Mobile trading on your smart phone 
• Wide range of instruments available, including 24-hour trading on major indices 
and currencies 
• Trailing stops available 
• Tight spreads 
 
DISLIKES: 
• I’d like to be able to trade in pence rather than 10p multiples, however a lot of 
firms only allow you to trade in whole pounds, so this is still better than most. 
• You can’t (yet) set up alerts on their trading platform. 
 
CLICK HERE TO OPEN AN ACCOUNT: www.etxcapital.co.uk 

!

Rating: 
!!!! 
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CAPITAL SPREADS 
top trading simulator 

 
Capital Spreads is the spread-betting division of London Capital Group. Originally 
established in 1996 as a proprietary trading business LCG, and started trading as 
an institutional broker in September 2002, concentrating on the inter-bank futures 
market. Following a management buyout, LCG Holdings was floated on AIM in 
December 2005 and now derives the core of its revenues from its operations based 
in the UK. 
 
The Capital Spreads online trading platform was launched in 2003. 
 
Capital prided itself on offering the cheapest spreads around. However, strong 
competition has developed among spread-betting companies in recent years. This 
means that other big spread-betting companies have tightened their spreads and 
these days they are all fairly similar. 
 
Capital Spreads also provide a handy simulator account, where new traders can 
trade with £10,000 using the same functionality available to ‘real money’ clients. 
 
And for live trading, they are offering to match initial deposits to the value of £100 
– which is basically an extra £100 in your trading account. (Once you’ve placed 5 
opening non-equity trades, simply contact their customer support team to claim 
the £100 offer). 
 
LIKES:  
• £100 account top-up 
• Great free charting package that allows you to set alerts to inform you when 
technical levels have been breached – which can drastically reduce your screen 
time 
• Easy-to-use trading tickets 
• Fast, efficient platform 
• Mobile trading on your smart phone 
• Wide range of instruments 
• 24 hour trading on major indices and currencies 
• Tight spreads 
• Demo account 
 
DISLIKES: 
• Can’t trade in pounds and pence, only multiples of £1 are allowed 
 
CLICK HERE TO OPEN AN ACCOUNT: www.capitalspreads.com 
 
 

!

Rating: 
!!!! 
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IG INDEX 
well-established & well-known  

 
IG Index was created back in the 70s and has been growing ever since. IG’s parent 
group, IG Group Holdings Plc was floated on the London Stock Exchange in 2005 
and has since been promoted to the FTSE 250. With a market capitalisation of over 
£1bn, it’s safe to say that they are well capitalised. 
 
IG has one of the widest ranges of markets available to trade. You can trade most 
UK and US shares as well as other markets like house prices. They offer an 
excellent introductory package called TradeSense, which provides support and 
education while you build up your confidence spread betting.  
 
You can start off placing 10p a point bets for the first two weeks, then moving to 
20p per point bets for the next two and finally 50p per point bets in the final 
fortnight. When the program is over, the minimum bet becomes £1. You will be 
sent educational guides and spread betting modules throughout the course. You 
can also attend free live webseminars and regional seminars to further your 
knowledge.  
 
Their web-based trading platform called PureDeal is comprehensive. They offer 
free quick charts, or advanced charts for a charge of £30/month (this charge is 
refunded as long as you complete two orders within the month). You can apply 
technical indicators, and your own watchlist so that your favourite markets are all 
displayed on one page. In addition to spread betting, IG Index have the best binary 
betting operation on the market which is all part of their PureDeal platform. 
 
My experience with IG Index has been on the whole very good. Their platform, 
spreads and customer service put them as one of the best, if not the best SB 
companies in the UK. I can’t say that my experience has been glitch free, but I 
cannot say that of any other spread-betting company either. On the whole though, 
I’d recommend IG Index. 
 
LIKES:  
• Advanced charting package 
• “DealThru Charts” feature allows you to deal directly through real-time charts 
• Trailing stop losses 
• Trade Sense educational programme 
 
DISLIKES: 
• Larger than average minimum stakes 
• No introductory offer for new clients 
	  
CLICK HERE TO OPEN AN ACCOUNT: www.igindex.co.uk 

 

!

Rating: 
!!!! 
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And the rest of the field 
 
 

WORLD SPREADS: World Spreads have been around for over ten years, over 
which time they have fought hard to gain a share of the spread-betting market. 
They pioneered the “one point” spread, and have now gone one better, offering 
clients a “zero spread”. While this sounds tempting, you have to wonder where 
they are making their money (if not from the spread), plus, there are 
restrictions – it only applies to popular instruments, and you need 
to be a Platinum Account client, which means opening your 
account with a minimum of £5,000, foregoing the cash-back offer 
given on other accounts.  
 
 
 
CMC MARKETS: CMC started as a Forex broker back in 1989 and has grown 
exponentially since. In 2005 they rebranded all their products, including 
‘Deal4Free’, under the CMC banner. They have branches all around the world 
including Australia and parts of Asia. They even operate the NatWest spread 
betting service under the NatWest Index brand. They’re a huge 
company that is highly capitalised. With CMC, the minimum 
amount you can trade per point is £1. This is rather rich for many 
people who are just starting out, so complete newbies might find 
they have to jump in at the deep end. 
 
 
 
CITY INDEX: The spread-betting firm controlled by billionaire former Conservative 
Party tresurer Michael Spencer. City Index has been in trouble 
recently, running up losses of £91m in the two years to March 
2009, and getting stung for a fine from the FSA in January 2011 for 
failing to report thousands of trades and incorrectly reporting 
nearly 2 million more.  
 
 
 
GEKKO GLOBAL MARKETS: Gekko are a relative newcomer to the field, have 
worked hard with special offers and discounts to attract new customers. Their 
charting package is not as good as that available on most other 
platforms, and I have had a problem with the platform freezing at 
inopportune moments. This has led to delayed entries and exits, 
which can be a frustration. This highlights the importance of 
having more than one trading account at your disposal. 
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Frequently asked questions 
 
 
IS SPREAD BETTING RISKY? 
 
All forms of investment have an inherent risk associated with them, and spread 
betting is no different. Because spread betting is a margined product, you can lose 
more than your initial stake and is therefore considered high risk . For this reason, 
I recommend that you always trade with a stop loss to limit your liability. 
 
WHAT CHARGES ARE INVOLVED WITH SPREAD BETTING? 
 
There are no brokerage charges or commissions with spread betting. The spread-
betting firms make their money from the “spread” – this is the difference between 
the price you “buy” at and the price you “sell” at. If your trade runs over from one 
day to the next, you may also incur a small fee called a “rolling charge”.  
 
 
WHAT IS A GUARANTEED STOP LOSS? 
 
If market prices move very quickly, it may not be possible for the spread-betting 
company to close your trade at the stop loss level you’ve requested. When this 
happens, you may suffer from something called slippage. If you have a guaranteed 
stop loss, the spread-betting company guarantees that your order will be closed at 
the level you’ve requested.  
 
CAN I SPREAD BET FOREX MARKETS? 
 
The global currencies markets (or forex markets) are easily accessible via spread 
betting. You can speculate on all major currencies, such as US dollar, GB pound, 
Euro, Japanese Yen, Canadian dollar, Australian dollar, and more … 
 
CAN I MAKE A LIVING FROM SPREAD BETTING? 
 
Many, many traders make a living by spread betting the financial markets. 
However, in order to make a life-changing amount of money, you’ll need to be 
trading with pretty high stakes.  
 
High stakes require a sizeable trading fund, so you should never overstretch 
yourself. I recommend that you start off trading with a modest fund, risking only 
1% to 5% on any one trade. As your funds and your confidence increase, and you 
will naturally increase your stake sizes and your profits. 
 
HOW MUCH MONEY DO I NEED TO GET STARTED? 
 
With some spread-betting firms, you can start trading with stakes as low as 50p. If 
you start off with very small stakes and your stop losses tight, you would only 
need a few hundred pounds in your account to start trading with a sensible risk 
profile. 
 
HOW DO I CALCULATE MY RISK ON A TRADE? 
 
Here’s an example: Let’s say that you’ve £250 to trade with, and you’d like to 
manage that money sensibly by only risking 2% of it on any one trade.  
 
2% of £250 is £5. That means that your risk on any one trade should be only £5. 
 
The trade you are placing has a stop loss just 10 points away from your entry 
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price, which means that you should be trading 50p / point. (50p x 10 points = £5 
risk) 
 
WHAT ARE CHARTS AND HOW CAN I USE THEM? 
 
Charts are a visual method of finding and analyzing market price information. They 
can be used to forma picture of pervious price movements and can help traders 
predict future price movements. The art of reading charts and finding patterns 
within them is called technical analysis. If you’re interested in finding out more, I 
recommend that you subscribe to my weekly newsletter Trader’s Bulletin Weekly. 
This is full of advice, tips and strategies to get more from charts. 
 
HOW CAN I GET STARTED? 
 
The first thing you need to do is to get a spread-betting account. This will give you 
access to all the prices and charts you need – and will enable you to start trading.  
 
 
Summary 
 
Spread betting is a simple, cheap, tax-free way to play the markets. It is probably 
the most direct way for the private investor to grow his or her investment fund. 
 
However, too many novice investors jump in to trading without due consideration 
of the risks. I hope that over these pages I’ve clearly explained the risks involved, 
and how to protect yourself against them.  
 
Learning to trade is a journey – if you are still keen to learn more, I recommend that 
you sign up to the Trader’s Bulletin Weekly newsletter. 
 
Regards, 

 
 
Mark Rose 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 
 
 
 

 
 
 
• Tips and techniques to boost your profits 
• Find out which strategies work (and which ones don’t) 
• Learn how to spot trading opportunities for yourself 
• Get access to FREE trading resources 
• Delivered completely  FREE straight to your inbox every Friday lunchtime 
 
	  

Trader’s Bulletin 



	   19	  

 
 
 
It is my intention to be as accurate in fact, detail and comment as possible. However, the publishers and their 
representatives cannot be held responsible for any error in details, accuracy or judgment whatsoever. This 
publication is produced on this understanding. The information presented here is for general information only 
and is not intended to be relied upon by individual readers in making (or not making) specific investment 
decisions. Appropriate independent advice should be obtained before any such decision. Your capital is at 
risk when you invest in shares – you can lose some or all of your money, so never risk more than you can 
afford to lose. Spread betting carries a high degree of risk to your capital and you may lose more than your 
initial stake. Always seek personal advice if you are unsure about the suitability of any investment. How to 
Make a Regular Income from Spread Betting is an unregulated product published by Thames Publishing 
Services Ltd. 
 
Financial Spread bets and Forex trading are leveraged products and therefore may not be suitable for all 
investors. Financial Spread Bets and Forex trading carry a high degree of risk to your capital and it is 
possible to lose more than your initial investment or credit allocation as well as any variation margin that you 
may be required to deposit from time to time.  Thames Publishing Services Ltd receive a commission from 
Capital Spreads, ETX Capital and IG Index. You should only speculate with money that you can afford to 
lose.  Please ensure that you fully understand the risks involved and seek independent advice if necessary 
and prior to entering into such transactions. 
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