
Binary Options Trading for Beginners in the United States: 
Regulation, Risks, and Alternatives 
1. Executive Summary 
This report addresses the feasibility and advisability of binary options trading for 
beginner investors within the United States. While binary options trading is technically 
legal in the U.S., it is subject to stringent regulations and confined to a very limited 
number of specific, regulated exchanges. Critically, the vast majority of online 
platforms marketing themselves as "binary options brokers" to U.S. residents operate 
outside of U.S. law, often from offshore locations, and are frequently associated with 
fraudulent activities.1 

The U.S. Commodity Futures Trading Commission (CFTC) and the Securities and 
Exchange Commission (SEC) are the primary regulators overseeing these products. 
For retail investors, binary options based on commodities, currencies, or broad market 
indices must generally be traded on a CFTC-regulated Designated Contract Market 
(DCM). Options based on individual securities fall under SEC jurisdiction and must 
trade on a registered national securities exchange.1 Currently, only a few exchanges, 
such as the North American Derivatives Exchange (Nadex) and potentially certain 
event contracts on the Chicago Mercantile Exchange (CME) and Kalshi, are legally 
permitted venues for U.S. retail participants.2 

Binary options carry substantial inherent risks due to their "all-or-nothing" payout 
structure, where an incorrect prediction results in the total loss of the invested 
capital.2 Furthermore, U.S. financial regulators have issued numerous warnings 
regarding widespread fraud perpetrated by unregistered binary options platforms 
targeting U.S. investors. Common fraudulent practices include refusal to credit 
customer accounts or return funds, identity theft, and manipulation of trading 
software to generate losses.3 

Given the limited legal avenues, the inherent product risks, and the pervasive fraud 
associated with unregistered platforms, binary options are considered highly 
unsuitable for beginner investors in the U.S. This report strongly advises novice 
investors to avoid binary options, particularly those offered by unregistered entities. 
Instead, beginners should explore more traditional, transparent, and well-regulated 
investment alternatives such as stocks, bonds, mutual funds, and exchange-traded 
funds (ETFs), which are readily available through reputable U.S. brokerage firms 
regulated by FINRA and the SEC. 
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2. Understanding Binary Options 
Binary options are a type of financial contract characterized by a simple yes/no 
proposition and a fixed, predetermined payout structure.9 The core concept involves 
predicting whether the price of an underlying asset—such as a stock, currency pair, 
commodity, or index—will be above or below a specific price (the strike price) at a 
predetermined expiration time.3 These expiration times can be extremely short, 
sometimes just minutes or hours away.12 

The defining feature is the "all-or-nothing" or "binary" outcome. If the investor's 
prediction is correct at the moment of expiration, they receive a fixed, agreed-upon 
payout, often expressed as a percentage of the investment or a set dollar amount 
(e.g., $100 per contract). If the prediction is incorrect, the investor loses the entire 
amount risked on that trade.2 This structure contrasts sharply with traditional options, 
where potential profit or loss can vary significantly depending on how far the 
underlying asset's price moves beyond the strike price. 

For example, consider a binary option asking, "Will the price of Gold be above $1,830 
at 1:30 p.m. today?".7 An investor believing the price will exceed $1,830 would buy the 
option, perhaps paying $44.50 per contract. If, at 1:30 p.m., the price of gold is indeed 
above $1,830, the option expires "in the money" and settles at a fixed value, typically 
$100. The investor's profit would be $100 minus the $44.50 cost, equaling $55.50 
(before fees). However, if the price is at or below $1,830 at expiration, the option 
expires worthless, settling at $0, and the investor loses the entire $44.50 risked.7 

It is crucial to distinguish binary options from traditional stock options. Unlike 
traditional options, binary options do not grant the holder the right to actually buy or 
sell the underlying asset.3 The outcome is purely a cash settlement based on the 
yes/no proposition. While the binary format appears simple—a straightforward bet on 
direction—this apparent simplicity can be misleading for novice traders. It masks the 
underlying complexities of market probability and the often unfavorable risk-reward 
ratios embedded in the payout structures. Some platforms may advertise high 
potential returns (e.g., 70-90% profit if correct), but the corresponding loss if 
incorrect is always 100% of the capital risked. This structure can lead to a negative 
mathematical expectation for the trader over time, even if they win slightly more than 
half of their trades.9 The ease of placing a trade should not be confused with the 
difficulty of consistently predicting short-term market movements accurately enough 
to overcome the inherent structural disadvantage. 
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3. The U.S. Regulatory Framework for Binary Options 
The trading of binary options by U.S. residents is subject to a complex regulatory 
framework primarily enforced by two federal agencies: the Commodity Futures 
Trading Commission (CFTC) and the Securities and Exchange Commission (SEC).1 The 
CFTC generally oversees options and derivatives based on commodities (like foreign 
currencies, metals, energy, and agricultural products) and broad-based stock indices, 
while the SEC regulates options based on securities, such as individual stocks or 
exchange-traded funds (ETFs).1 

The central tenet of U.S. regulation is that binary options, when offered to retail 
customers, must be traded on a regulated exchange.1 Specifically, binary options 
considered commodity options must be listed and traded on a CFTC-registered 
Designated Contract Market (DCM).1 If a binary option meets the definition of a 
security (for example, its payout is based on the price movement of a single 
company's stock), it must be offered and sold in compliance with SEC regulations, 
typically requiring trading on a national securities exchange registered with the SEC.1 

This regulatory structure makes it unequivocally illegal for any entity that is not 
registered as a DCM or a national securities exchange (as appropriate) to solicit, 
accept funds from, or offer binary options trading to U.S. retail customers.1 This 
prohibition explicitly covers the vast majority of internet-based binary options 
platforms that aggressively market their services online, as these entities are typically 
based offshore and lack the necessary U.S. registrations.1 

Furthermore, depending on the structure of the binary option and the platform, 
additional registration requirements may apply. If the binary option itself is deemed a 
security, its offer and sale must generally be registered with the SEC unless an 
exemption applies.1 Platforms acting as intermediaries or receiving transaction-based 
compensation for securities-based binary options might need to register as 
broker-dealers with the SEC.1 Platforms matching orders in securities-based binary 
options could potentially need to register as securities exchanges.4 Similarly, entities 
acting as counterparties in certain foreign currency options transactions with retail 
customers below a specific net worth threshold must register with the CFTC as Retail 
Foreign Exchange Dealers.1 

The regulatory landscape is also evolving, particularly concerning "event contracts," 
which function as binary options based on the outcome of real-world events (e.g., 
economic data releases, political outcomes, weather events). Platforms like Kalshi 
have listed such contracts on their CFTC-regulated DCM.8 However, these products 



face intense scrutiny from the CFTC, which has expressed concerns about their 
potential resemblance to gambling, their economic purpose, and potential negative 
impacts on the public interest (such as undermining election integrity or incentivizing 
manipulation in sports).17 The CFTC rejected Kalshi's proposed election contracts and 
is reviewing certain sports-related contracts, highlighting the ongoing debate about 
the appropriate boundaries for these instruments within the regulated financial 
markets.17 The CFTC has also taken enforcement action against platforms like 
Polymarket for offering event-based binary option contracts (classified as swaps) 
off-exchange without proper registration.19 

This stringent regulatory environment, requiring operation as a fully compliant DCM or 
registered exchange, creates a high barrier to entry.20 The extensive requirements for 
designation and ongoing compliance with Core Principles (covering areas like market 
surveillance, financial integrity, rule enforcement, and system safeguards) limit the 
number of legally operating venues in the U.S..2 Simultaneously, the ease with which 
unregistered offshore entities can use the internet to reach U.S. investors creates a 
dangerous situation.1 Novice investors, attracted by seemingly simple online platforms, 
may be unaware they are dealing with illegal entities operating outside the protections 
of U.S. law. The jurisdictional split between the CFTC and SEC based on the 
underlying asset further adds layers of complexity that can be confusing for investors 
trying to navigate this market.1 

4. Availability of Legal U.S. Binary Options Platforms 
Given the strict regulatory requirements, the number of legally operating platforms 
offering binary options or similar products to U.S. retail investors is extremely limited. 
Trading must occur directly on a CFTC-regulated Designated Contract Market (DCM) 
or, if applicable, an SEC-registered national securities exchange. 

Based on regulatory filings and official statements, the primary venues where U.S. 
retail investors might legally encounter binary option-style contracts include: 

●​ North American Derivatives Exchange (Nadex): Nadex is frequently cited as a 
CFTC-regulated DCM specifically offering binary options to U.S. traders.2 It is 
registered with the CFTC as both a DCM and a Derivatives Clearing Organization 
(DCO).22 

●​ Chicago Mercantile Exchange (CME) Group: The CME is one of the world's 
largest and most established derivatives exchanges, registered as a DCM with the 
CFTC.2 While not its primary focus for retail traders, CME has introduced "event 
futures," which share the binary payout structure of binary options.7 Their 
accessibility and suitability for beginners require further investigation.24 



●​ KalshiEX LLC: Kalshi is a newer CFTC-regulated DCM (designated in 2020) that 
focuses specifically on event contracts, which are binary options based on the 
outcomes of various economic, political, and other real-world events.8 While 
operational and listing numerous contracts 8, Kalshi has faced regulatory 
challenges regarding the permissibility of certain contract types (e.g., election 
contracts were rejected by the CFTC).17 

●​ Other DCMs: The CFTC lists several other DCMs, such as LedgerX (now 
operating as MIAX Derivatives Exchange) and ForecastEx LLC, which have listed 
some binary option or event contracts.8 However, their offerings may be more 
specialized (e.g., crypto-focused for LedgerX) or less oriented towards broad 
retail participation compared to Nadex or Kalshi. Cantor Exchange, previously a 
DCM offering binary options, ceased operations.2 

It is critical to understand the distinction between these regulated exchanges and 
entities marketing themselves as "binary options brokers." In the U.S. context, 
traditional online brokers that offer stocks and ETFs are generally not permitted to 
solicit or facilitate binary options trades unless those trades are executed directly on 
one of the aforementioned regulated exchanges. Platforms that specifically advertise 
as "binary options brokers" and offer direct trading to U.S. clients via their own web or 
mobile platforms are almost invariably operating illegally from offshore locations 
without the required U.S. registrations.1 Nadex, for instance, emphasizes that 
members trade directly on the exchange in their own accounts, and no third-party 
broker is permitted to trade on their behalf.6 Therefore, the very term "binary options 
broker" should be treated as a significant red flag by U.S. investors seeking legal and 
regulated trading opportunities. Legitimate access requires engaging directly with a 
CFTC-regulated DCM or an appropriate SEC-registered exchange. 

5. Evaluating Regulated Platforms for Beginners 
For a beginner investor considering the very limited legal options for binary options 
trading in the U.S., evaluating the available platforms based on features relevant to 
novices is essential. 

●​ Nadex (North American Derivatives Exchange): As a CFTC-regulated 
exchange focused on retail traders, Nadex appears relatively geared towards 
accessibility. It offers not only binary options but also related products like 
knock-outs and call spreads.22 Crucially for beginners, Nadex provides a free 
demo account, allowing users to practice trading with virtual funds before risking 
real capital.27 The platform also offers learning resources, including educational 
materials and webinars, to help users understand the products and develop 



strategies.6 While minimum deposit information requires checking the Nadex 
website directly, regulated exchanges catering to retail often aim for accessible 
entry points. However, despite platform features, the inherent risks of the binary 
options themselves remain high. 

●​ CME Group (Event Contracts): The CME is a highly reputable and regulated 
exchange.2 Its introduction of event futures provides a binary-style product within 
a regulated environment.7 However, CME's primary audience has traditionally 
been institutional and professional traders. While they offer educational resources 
through the CME Institute and a trading simulator 24, it is unclear if these 
resources specifically target beginner retail traders interested in event contracts. 
Information regarding minimum deposits, the availability of demo accounts 
specifically for event contracts, and the overall suitability of these products for 
novices on the CME platform is not readily available from the provided materials 
and would require direct inquiry.24 

●​ Kalshi: Kalshi operates as a CFTC-regulated DCM specializing in event contracts 
based on a wide range of real-world occurrences.8 This focus makes it a direct 
venue for binary option-style trading. However, as a relatively newer exchange 
(designated in 2020) 25, and having faced regulatory scrutiny over certain 
contract types 17, its long-term product offerings and stability may be less 
established than Nadex or CME. Information regarding the availability of demo 
accounts, minimum deposit requirements, and educational resources specifically 
designed for beginner traders was not found in the reviewed materials.28 

The following table summarizes key features relevant to beginners for these potential 
platforms: 

Table: Comparison of Potential U.S. Regulated Platforms for Beginners 

 
Feature Nadex CME Event 

Contracts 
Kalshi 

Regulatory Body CFTC CFTC CFTC 

Offers Binary 
Options/Events? 

Yes (Binary Options, 
Knock-Outs, etc.) 

Yes (Event Futures) Yes (Event Contracts) 

Minimum Deposit Check Platform Check Platform Check Platform 



Demo Account 
Available? 

Yes 27 Check Platform 
(Simulator exists) 24 

Check Platform 28 

Beginner 
Education? 

Yes 6 Check Platform 
(General resources 
exist) 24 

Check Platform 28 

Key Product Types Indices, Forex, 
Commodities, Events 

Indices, Forex, 
Energy, Metals 
(Events) 

Economic, Political, 
Climate, etc. Events 

Note: Information on Minimum Deposit, Demo Account availability for specific 
products (CME/Kalshi), and Beginner Education (CME/Kalshi) requires verification 
directly from the respective platform websites. 

While these regulated platforms offer a legal avenue, the underlying products remain 
complex and high-risk. The availability of demo accounts and educational resources, 
particularly on Nadex, is helpful, but beginners must still exercise extreme caution. 

6. Significant Risks and Prevalence of Fraud 
Investing in binary options carries substantial risks, stemming both from the nature of 
the product itself and the alarmingly high incidence of fraud associated with 
unregistered platforms illegally targeting U.S. investors. 

Inherent Risks of Binary Options: 

●​ All-or-Nothing Structure: The fundamental risk lies in the binary payout. A small 
unfavorable price movement at expiration can result in the loss of 100% of the 
capital invested in that trade. This differs significantly from traditional investments 
where losses are typically proportional to price declines.2 

●​ Negative Expected Return: The payout structure offered by many platforms, 
particularly unregistered ones, is often designed such that the potential profit on 
a winning trade is less than the amount risked on a losing trade. This means that 
even if a trader wins slightly more than 50% of their trades, they can still 
experience a net loss over time due to the unfavorable odds.9 

●​ Short Durations & Gambling Concerns: Many binary options contracts have 
extremely short expiration times (minutes or even seconds). This short timeframe 
minimizes the potential for meaningful analysis and increases the resemblance to 
gambling, a concern explicitly raised by regulators like the CFTC.12 

●​ Complexity Masked by Simplicity: While the yes/no question seems simple, 



accurately predicting short-term price movements is extremely difficult. Pricing 
these options involves complex factors (implied volatility, time decay, potential 
volatility skew) that are not apparent to novice traders.29 

The Epidemic of Fraudulent Platforms: 

Beyond the inherent product risks, the binary options market, especially the segment 
operating online outside of U.S. regulation, is plagued by widespread fraud. U.S. 
regulators (CFTC, SEC), FINRA, and even the FBI have issued numerous alerts warning 
investors.1 These illegal, often offshore, platforms employ various tactics to defraud 
investors: 

●​ Illegal Solicitation: Using aggressive marketing via unsolicited emails, social 
media ads, sophisticated websites, online videos, and cold calls to lure U.S. 
residents.11 

●​ Refusal to Credit Accounts or Reimburse Funds: A very common complaint 
involves platforms accepting deposits but then refusing to credit winnings to 
customer accounts or denying withdrawal requests. Often, "brokers" pressure 
clients to deposit more money, only to block withdrawals later through various 
excuses or by simply ignoring communications.2 

●​ Identity Theft: Requesting excessive personal information, such as copies of 
credit cards, driver's licenses, passports, or utility bills, under false pretenses 
(e.g., claiming regulatory requirements). This data can then be used for identity 
theft or other illicit purposes.3 

●​ Manipulation of Trading Software: Allegations persist that some platforms 
manipulate their trading software to ensure customer losses. This can include 
distorting price feeds or arbitrarily extending the expiration time of a winning 
trade until it becomes a losing one.2 

●​ Deceptive Marketing and Sales Tactics: Utilizing professional-looking websites, 
fake testimonials, fabricated performance data, promises of unrealistically high or 
guaranteed returns, and high-pressure sales tactics by untrained individuals 
posing as "brokers" or "account managers".12 Some platforms may even offer 
bogus "insurance" against losses, requiring additional payments.15 

●​ Reload Schemes: Fraudsters targeting previous victims again, sometimes 
impersonating government officials (from the SEC, CFTC, or FBI) and offering to 
help recover lost funds for an upfront fee.12 It is critical to know that legitimate 
government agencies like the SEC do not charge fees to help investors recover 
losses.13 

The consistency and volume of these warnings from multiple U.S. financial regulators 



and law enforcement agencies highlight that binary options fraud is a pervasive and 
systemic threat, not merely isolated incidents.1 The nature of the fraud described 
often involves outright criminal activity like theft and deliberate manipulation, going far 
beyond simple misrepresentation of investment risk.2 

Regulatory Resources and Due Diligence: 

To combat this, regulators provide resources: 

●​ CFTC RED List: The Registration Deficient List identifies foreign entities believed 
to be illegally soliciting U.S. residents without proper CFTC registration, many 
involving binary options.2 Investors should always check this list. 

●​ Registration Verification: Before investing any money or providing personal 
information, investors MUST verify the registration status of any platform or 
individual using official databases: 
○​ CFTC/NFA: Check if a platform is a registered DCM via the CFTC website 1 or 

check individual/firm registration via the National Futures Association's BASIC 
database.9 

○​ SEC: Check if a platform is a registered exchange 1, if an offering is registered 
via EDGAR 1, or check broker-dealer/investment adviser registration via the 
Investment Adviser Public Disclosure (IAPD) database on Investor.gov.9 

○​ FINRA: Check broker registration via BrokerCheck®.3 

Regulators actively pursue enforcement actions against fraudulent operators, often 
resulting in significant penalties and requiring international cooperation.11 However, 
recovering funds for defrauded investors remains challenging, underscoring the 
importance of prevention through due diligence. 

Table: Red Flags of Binary Options Fraud 

 
Red Flag Category Specific Warning Signs 

Solicitation Unsolicited offers (email, calls, social media) 
promising high/guaranteed returns 12; Websites 
vague about company location/management 33; 
Claims of exclusive knowledge or "signals".5 

Platform Behavior High-pressure sales tactics or threats 12; 
Requests for excessive personal data 



(passports, credit cards, licenses) 3; Frequent 
turnover of assigned "brokers" or 
representatives.13 

Promises & Claims Guarantees of quick, large profits with little/no 
risk 5; Offers to match investments with "free 
money" or bonuses tied to high trading volume 
5; Overstated average returns.9 

Withdrawal Issues Refusal or significant delays in processing 
withdrawal requests 2; Demands for excessive 
fees or taxes before withdrawal 12; Pressure to 
deposit more money to enable withdrawals.9 

Post-Loss Contact Follow-up calls offering to recover previous 
losses for a fee 12; Calls from individuals falsely 
claiming affiliation with government agencies 
(SEC, CFTC, FBI) demanding fees for recovery 
or legal action.12 

7. Regulated Alternatives for Beginner Investors 
Given the significant risks and limited legal access associated with binary options in 
the U.S., beginner investors are strongly advised to consider alternative investment 
vehicles available within the well-established and regulated U.S. financial system. 
Numerous options offer transparency, diversification, and robust investor protections 
through brokerage firms supervised by the SEC and the Financial Industry Regulatory 
Authority (FINRA).38 

Common Regulated Investment Alternatives: 

●​ Stocks (Equities): Represent ownership shares in publicly traded companies. 
Investors can profit from price appreciation and potentially receive dividends. 
While carrying market risk, investing in established companies can be a 
cornerstone of long-term growth.38 Accessible through standard brokerage 
accounts, often with commission-free trading available.39 

●​ Bonds (Debt Securities): Essentially loans made to corporations or government 
entities (Treasury, municipal) in exchange for periodic interest payments and the 
return of the principal amount at maturity. Generally considered lower risk than 
stocks, providing portfolio stability and income.38 Certificates of Deposit (CDs) 
offered by banks or through brokerages are similar low-risk, fixed-return 



instruments.43 

●​ Mutual Funds: Pool money from many investors to invest in a diversified portfolio 
of stocks, bonds, or other assets, managed by a professional investment adviser.38 
They offer instant diversification, reducing the impact of any single holding 
performing poorly. Mutual funds are priced once per day at their Net Asset Value 
(NAV).41 Many funds have low or no minimum investment requirements.41 

●​ Exchange-Traded Funds (ETFs): Similar to mutual funds in that they hold a 
basket of underlying assets, providing diversification.41 However, ETFs trade like 
individual stocks on major exchanges throughout the day, offering intra-day 
pricing and trading flexibility.41 ETFs, particularly those that passively track an 
index, often have very low expense ratios and can be more tax-efficient than 
traditional mutual funds.41 They are a highly popular choice for beginners.41 

●​ Index Funds (available as Mutual Funds or ETFs): These funds aim to replicate 
the performance of a specific market index, such as the S&P 500 or the 
Nasdaq-100.41 By holding all (or a representative sample) of the securities in the 
index, they offer broad market exposure and diversification at a very low cost (low 
expense ratios).41 Index funds are widely recommended as a core holding for 
beginner and long-term investors.41 

Benefits for Beginner Investors: 

●​ Strong Regulatory Oversight: These traditional products, along with the brokers 
offering them, operate under comprehensive SEC and FINRA regulations 
designed to protect investors through disclosure requirements, sales practice 
rules, and dispute resolution mechanisms.37 Brokerage accounts are also typically 
protected by the Securities Investor Protection Corporation (SIPC) against broker 
failure, up to certain limits.39 This stands in stark contrast to the largely 
unregulated and unprotected environment of offshore binary options platforms. 

●​ Transparency: Information regarding holdings (especially for index funds and 
ETFs), performance, fees, and expenses is readily available through prospectuses 
and broker disclosures.38 Pricing for stocks and ETFs is available in real-time 
during market hours. 

●​ Diversification: Mutual funds and ETFs allow beginners to achieve broad 
diversification across hundreds or even thousands of securities with a single 
investment, significantly reducing concentration risk.41 

●​ Low Costs: Competition among brokers has driven trading commissions for 
stocks and ETFs to zero at many firms.39 Furthermore, index funds and ETFs often 
have extremely low annual expense ratios.41 

●​ Accessibility: Numerous reputable online brokerage firms offer accounts with no 
or very low minimum investment requirements, making it easy for beginners to get 



started with small amounts.39 Fractional shares allow investment in expensive 
stocks with less capital. 

●​ Educational Resources: Legitimate U.S. brokerage firms provide extensive 
educational materials, research tools, and sometimes even access to financial 
advisors to help beginners learn about investing.39 

Beginners can access these regulated investments by opening a brokerage account 
or a retirement account (like an IRA or potentially through employer plans like a 401(k) 
or the Thrift Savings Plan for military/federal employees) with a FINRA-member, 
SIPC-insured brokerage firm.43 The established U.S. financial system provides a 
comparatively safe, transparent, and supportive ecosystem for novice investors to 
begin building wealth over the long term, offering a clear and preferable path 
compared to the high-risk, fraud-ridden landscape of binary options. 

8. Conclusion and Recommendations 
The investigation into the availability and suitability of U.S. binary options brokers for 
beginners reveals a landscape fraught with regulatory restrictions and significant 
risks. The core findings are clear: 

1.​ Limited Legality: Binary options trading by U.S. retail investors is legal only when 
conducted on exchanges specifically regulated by the CFTC (as Designated 
Contract Markets) or the SEC (as national securities exchanges). Traditional 
online "brokers" offering direct binary options trading to U.S. clients are generally 
operating illegally. 

2.​ Scarcity of Regulated Venues: Only a handful of regulated exchanges in the 
U.S. (such as Nadex, CME, Kalshi) are authorized to offer binary option-style 
contracts to retail investors. 

3.​ Pervasive Fraud: The vast majority of easily accessible online binary options 
platforms are unregistered, based offshore, and illegally target U.S. residents. 
These platforms are associated with an extremely high prevalence of fraudulent 
activities, including theft of funds, identity theft, and software manipulation, as 
consistently warned by U.S. financial regulators and law enforcement. 

4.​ Unsuitability for Beginners: Even when legally traded, the inherent 
all-or-nothing structure, potential for negative expected returns, and complexity 
masked by apparent simplicity make binary options highly risky and unsuitable for 
novice investors. 

A strong warning must be issued against engaging with any binary options platform 
that is not verifiably registered as a U.S. DCM or national securities exchange. 
Investors should diligently check the CFTC's RED List and use official tools like NFA 



BASIC, SEC IAPD, and FINRA BrokerCheck to verify registration before considering any 
investment.2 Extreme caution and a thorough understanding of the substantial risks 
are necessary even when considering the few regulated U.S. exchanges. 

Recommendation for Beginner Investors: 

Based on the regulatory environment, inherent product risks, and the overwhelming 
prevalence of fraud, beginner investors in the United States are unequivocally advised 
to avoid binary options entirely. 

Instead, novice investors seeking to participate in financial markets should focus on 
building a foundation with well-established, transparent, and regulated investment 
products. The recommended approach involves: 

●​ Utilizing Reputable U.S. Brokers: Open an account with a well-regarded 
brokerage firm that is registered with the SEC, a member of FINRA, and offers 
SIPC protection. Many such firms cater specifically to beginners.39 

●​ Focusing on Diversified, Low-Cost Investments: Start with broadly diversified, 
low-cost index funds (either in ETF or mutual fund format) that track major 
market benchmarks like the S&P 500. These provide market exposure with 
minimal expense and complexity.41 Consider traditional stocks and bonds as 
portfolio components as understanding grows. 

●​ Prioritizing Education: Take advantage of the extensive educational resources 
provided by regulators (SEC's Investor.gov, CFTC's consumer protection pages, 
FINRA's investor education) and reputable brokerage firms to understand 
investment principles, risk management, and long-term planning.38 

●​ Adopting a Long-Term Perspective: Approach investing as a long-term 
endeavor focused on achieving financial goals, rather than seeking quick profits 
through high-risk speculation.38 Start small, invest consistently, and be patient. 

By following this path within the regulated U.S. financial system, beginners can 
embark on their investment journey with significantly greater safety, transparency, and 
potential for long-term success compared to venturing into the hazardous domain of 
binary options. 
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