The Regulatory Landscape of Binary Options Trading for UK
Residents

Executive Summary

This report addresses the permissibility of trading binary options within the United
Kingdom, focusing on the regulations established by the Financial Conduct Authority
(FCA). The central finding is that the FCA enacted a permanent ban on the sale,
marketing, and distribution of all forms of binary options, including securitised binary
options, to retail consumers, effective from April 2, 2019.' This decisive action was
taken due to significant concerns regarding the inherent risks associated with these
products, documented instances of poor conduct by firms offering them, and
substantial resulting harm to consumers, including large and unexpected financial
losses.’ The FCA explicitly views binary options as "gambling products dressed up as
financial instruments™." Consequently, any firm currently offering binary options
services to UK retail clients is highly likely to be operating illegally or conducting a
scam.' While the prohibition specifically targets retail clients, the regulatory
framework allows for the possibility of professional clients accessing these products
under stringent criteria, although firms must obtain specific permissions to serve this
client category exclusively.? Regulated alternatives, such as Contracts for Difference
(CFDs), exist but are also classified as high-risk and are subject to significant FCA
restrictions designed to protect retail investors.® Extreme caution and verification of
firm authorisation via the FCA Register are paramount for any UK resident considering
complex financial products.

I. The Regulatory Status of Binary Options in the UK

The regulatory environment surrounding binary options in the UK has undergone
significant evolution, culminating in a definitive prohibition for the retail market
segment. Understanding this status requires examining the FCA's final rules, the
scope of the ban, and its relationship with prior European Union measures.

e A.The FCA's Permanent Ban for Retail Consumers
The Financial Conduct Authority (FCA) has implemented a permanent and
comprehensive ban prohibiting firms from selling, marketing, or distributing
binary options to retail consumers. This ban took effect on April 2, 2019, following
a period of consultation and assessment. The rules apply unequivocally to any
firm conducting relevant activities "in or from the UK"."! This means that both
UK-based firms and overseas firms targeting UK retail clients are subject to this
prohibition.



The journey to this permanent ban reflects escalating regulatory concern.
Historically, binary options were often treated as gambling products under the
purview of the UK Gambling Commission.’ However, the implementation of the
second Markets in Financial Instruments Directive (MiFID Il) brought these
instruments within the scope of FCA financial regulation, signalling a shift towards
treating them as financial products, albeit ones requiring scrutiny.” Concerns
about consumer harm were widespread across Europe, leading the European
Securities and Markets Authority (ESMA) to introduce temporary EU-wide
restrictions on the sale, marketing, and distribution of binary options to retail
clients starting from July 2, 2018."

Building on these temporary measures and its own investigations into consumer
detriment, the FCA launched a consultation (CP18/37) in December 2018 to gather
feedback on proposed permanent rules for the UK market.? After considering the
responses, the FCA confirmed its final rules in March 2019, establishing the
permanent ban effective from April 2, 2019." This sequence—from gambling
oversight to financial regulation, followed by temporary EU restrictions, and finally
a permanent, UK-specific ban—demonstrates a clear regulatory progression
driven by mounting evidence of risk and harm associated with these products
when offered to retail investors. The FCA's move signifies a definitive stance
against the suitability of binary options for this consumer segment within the UK
financial system.

B. Scope and Application of the Ban (Including Securitised Binary Options)
The FCA's prohibition is notably broad in its scope, encompassing all types of
binary options offered to retail clients.' A key aspect of the UK ban is its explicit
inclusion of 'securitised binary options'.! These instruments, as defined by ESMA,
typically possess characteristics such as being listed on a formal trading venue,
being subject to a prospectus, and having longer minimum contract periods
compared to standard over-the-counter (OTC) binary options.’

The decision to include securitised binary options positioned the FCA's
permanent ban as more extensive than the renewed temporary measures
implemented by ESMA at the time, which had carved out an exemption for these
specific types.' The FCA justified this broader scope based on its assessment that
securitised binary options, despite potential differences in marketing or duration,
fundamentally posed the same risks of harm to retail investors due to their similar
binary pay-off structure and difficulty in valuation." Furthermore, the FCA aimed
to prevent the potential development of a market for these products in the UK
and preclude firms from using them as a means of regulatory arbitrage to
circumvent the ban on standard binary options." This inclusion occurred even
though the FCA acknowledged that securitised binary options were not actively



being sold in or from the UK at that time."

This proactive approach, extending the ban to products not currently prevalent in
the market but deemed similarly risky, underscores the FCA's commitment to
comprehensive consumer protection. It also demonstrated a willingness for the
UK regulator to establish stricter standards based on its own risk assessment,
potentially diverging from the EU consensus even before the UK's formal
departure from the European Union. The ban applies to a wide range of regulated
entities, including UK MiFID investment firms, EEA MiFID investment firms
operating in or into the UK (within the pre-Brexit regulatory framework), banks
conducting MiFID activities, and UK branches of firms from third countries,
whenever they engage in the sale, marketing, or distribution of binary options to
retail clients in or from the UK.?

C. Timeline and Relationship with ESMA Measures

The timeline of regulatory action began with ESMA's implementation of temporary
EU-wide restrictions on binary options for retail clients, effective from July 2,
2018.? These measures were initially set for three months and subsequently
renewed, although later renewals saw the exclusion of securitised binary options
from the scope of ESMA's temporary ban."

The FCA publicly supported ESMA's intervention.”? Concurrently, the FCA
prepared its own permanent domestic rules. The FCA's permanent ban came into
force on April 2, 2019." During the period when the UK was still subject to EU law
and ESMA's temporary measures were active, the FCA's rules applied alongside
them.? Firms operating in the UK were required to comply with both sets of rules;
compliance with the stricter, broader FCA rules inherently ensured compliance
with ESMA's temporary restrictions.?

Crucially, the FCA designed its rules to serve as a permanent replacement for the
ESMA measures within the UK's jurisdiction.? This ensured that the prohibition
against offering binary options to retail clients would remain in place irrespective
of the UK's relationship with the EU post-Brexit or the eventual expiration of
ESMA's temporary intervention powers.” The FCA's actions thus provided
long-term certainty regarding the unavailability of these products to retail
consumers in the UK market.

Il. Distinctions Between Retail and Professional Clients

The FCA's regulatory interventions, particularly the ban on binary options, are heavily
predicated on the classification of clients. Understanding the distinction between
'retail' and 'professional’ clients is crucial to grasping the application and limitations of
the ban.



A. Definition and Implications for Retail Clients

In the context of UK financial regulation, derived largely from the MiFID
framework, a 'retail client' is the default category for individual investors. This
classification assumes the client possesses less investment experience, financial
knowledge, and capacity to absorb potential losses compared to a professional
client ™ (implicitly). Consequently, retail clients are afforded the highest level of
regulatory protection.

The FCA's permanent ban on binary options is explicitly and consistently targeted
at preventing the sale, marketing, and distribution of these products to retail
clients." The direct implication for an individual investor classified as retail is clear:
they cannot legally be offered or sold binary options by any firm operating
legitimately within the FCA's regulatory perimeter, whether that firm is based in
the UK or marketing into the UK from elsewhere.' The protective intent behind this
classification system was underscored by MiFID II's re-categorisation of certain
entities, such as local authorities, as retail clients by default, ensuring they
received enhanced safeguards unless they actively demonstrated otherwise."”

B. Permissibility for Professional Clients (and associated requirements for
firms)

Significantly, the FCA's permanent ban on binary options does not formally extend
to clients classified as 'professional’.? Professional clients are individuals or
entities presumed to possess the experience, knowledge, and expertise to make
their own investment decisions and properly assess the associated risks.

In its policy statement accompanying the ban, the FCA explicitly acknowledged
this distinction. Firms that were previously authorised to offer binary options to
retail clients were advised by the FCA that if they wished to continue offering
these products at all, they needed to take specific action. They were required to
either request a complete removal of the permission to deal in binary options
from their authorisation or, alternatively, apply for a Variation of Permission (VoP)
to formally limit their activities to offering these products exclusively to
professional clients.?

This guidance implies a degree of regulatory tolerance for the existence of binary
options trading among professional clients, who are deemed capable of
understanding and bearing the high risks involved. While the FCA clearly views
the product itself as inherently flawed ("gambling products dressed up as
financial instruments" "), the regulatory action focused squarely on shielding the
retail segment. The framework implicitly accepts that professionals, meeting
stringent criteria, might engage with such instruments. However, any firm
choosing to operate in this limited space (serving only professional clients) would
remain under FCA supervision and subject to conduct rules appropriate for



dealing with that client category. The overwhelming regulatory message remains
one of extreme caution regarding the product itself.

C. Note on Opting-Up Criteria (Referencing MiFID Il context)

Achieving 'professional client' status is not a trivial matter for an individual
investor. The regulatory framework, heavily influenced by MiFID II, allows retail
clients to request reclassification as professional clients (a process known as
‘opting-up'). However, this is subject to meeting demanding criteria.” Typically,
the client must satisfy specific quantitative tests (relating to portfolio size and
trading frequency) and qualitative assessments (concerning their financial sector
experience and knowledge).

Regulators, including the FCA, are aware of the potential for firms to misuse the
opt-up process. Concerns have been raised, particularly in the parallel context of
CFD restrictions, that some firms might unduly encourage or pressure retail
clients to seek professional status simply to circumvent product restrictions and
gain access to higher leverage or banned products.® The FCA has indicated
scrutiny of such practices.®

Therefore, while the possibility of opting-up exists, it represents a narrow pathway
governed by strict, objective criteria. For the average retail investor inquiring
about trading binary options, assuming they can easily switch to professional
status to bypass the ban is likely unrealistic. Furthermore, being encouraged to do
so by a firm should be viewed with considerable scepticism, as it may indicate a
firm prioritising business generation over compliance with the spirit of regulatory
protections.

lll. Identifying Legitimate Providers (The Challenge)

Given the regulatory landscape, identifying a legitimate provider of binary options for
UK residents is exceptionally challenging, particularly for retail clients. The FCA's
actions have significantly altered the market and heightened the risks associated with
unauthorised operators.

A. The Impact of the Ban on Authorised Firms

The direct consequence of the FCA's permanent ban is that firms authorised by
the FCA are unequivocally prohibited from offering binary options, in any form, to
retail clients.! This applies whether the firm is selling, marketing, or distributing
the product.

Even before the permanent ban took effect, the number of FCA-authorised firms
actively involved in manufacturing or issuing binary options within the UK was
very small. Estimates suggested only around four such firms were operating prior
to the initial ESMA temporary ban in July 2018.° Following the implementation of



the permanent FCA ban in April 2019, any authorised firm that previously held
permissions to offer binary options to retail clients was mandated to change its
regulatory permissions. As discussed, they had to either cease this activity
entirely or formally restrict it to professional clients only.? Therefore, no
FCA-authorised firm should currently be offering binary options to retail investors
in the UK.

B. The High Risk of Unauthorised Firms and Scams

The FCA has issued stark warnings regarding firms that might still be attempting
to offer binary options to UK retail consumers post-ban. The regulator's official
position is that any firm providing such services is highly likely to be a scam or
operating illegally outside the bounds of UK regulation.’

The FCA has actively worked to raise consumer awareness about binary options
investment scams, including publishing lists of unauthorised firms it believes are
targeting UK consumers.’ These unauthorised operations often exhibit common
characteristics: they may falsely claim to have a UK presence or address while
actually operating from overseas jurisdictions "; they frequently employ
high-pressure sales tactics '; and they often lure victims with promises of
unrealistically high or guaranteed returns.”

The financial consequences of engaging with such entities can be devastating.
Reports from Action Fraud indicated that in the first half of 2017 alone (well
before the permanent ban), nearly 700 individuals reported losing a combined
total exceeding £18 million to binary options scams.'® The FCA's ban, while aimed
at protecting consumers, inadvertently creates a clearer dividing line: legitimate,
authorised firms cannot offer binary options to retail clients. Therefore, any entity
that does make such an offer falls into the high-risk category of potentially being
unauthorised and fraudulent. While vigilance was always necessary, the ban
simplifies the initial assessment for retail consumers - if binary options are being
offered, it is almost certainly not by a legitimate, FCA-regulated provider adhering
to UK rules.

C. How to Check Firm Authorisation (FCA Register)

Given the high prevalence of scams associated with binary options, verifying a
firm's regulatory status is an essential step before engaging with any financial
services provider. The FCA strongly advises consumers to always check if a firm is
authorised by the FCA before transferring funds or providing personal details.’
The definitive resource for this verification is the official FCA Register.'® This
online database lists all firms and individuals authorised and regulated by the
FCA. If a firm offering financial services, including any form of investment or
trading product, does not appear on the FCA Register (and, in the specific
historical context of binary options, was not licensed by the Gambling



Commission prior to January 3, 2018 °), the safest course of action is to avoid
dealing with that firm entirely.” Relying on claims made by the firm itself is
insufficient; independent verification through the official Register is crucial.

IV. Rationale Behind the FCA's Ban: Protecting Consumers

The FCA's decision to implement a permanent ban on binary options for retail clients
was not taken lightly. It was based on a convergence of factors related to the nature of
the product itself, the conduct of firms selling it, and the resulting negative outcomes
for consumers.

e A.Inherent Product Risks (Complexity, Gambling Nature, Short Maturities)
At its core, a binary option is a financial derivative where the payoff is a fixed
monetary amount or nothing at all, based on whether a specific condition related
to an underlying asset (like a share price, currency rate, or commodity value) is
met within a predetermined, often very short, timeframe.? This 'all-or-nothing’
payout structure, combined with the speculative bet on a future event, led the
FCA to conclude that binary options are fundamentally flawed for investment
purposes and bear a strong resemblance to gambling activities. The FCA's
Executive Director of Strategy & Competition explicitly labelled them "gambling
products dressed up as financial instruments" ', a view echoed in various
regulatory documents.®
Beyond the gambling analogy, the FCA identified significant issues with the
product's complexity and lack of transparency.® Calculating the true value or
probability associated with a binary option can be opaque, making it exceedingly
difficult for retail consumers, who often lack sophisticated financial modelling
tools or deep market knowledge, to make informed decisions or properly assess
the risks involved.®
Furthermore, the typically very short expiry times associated with many binary
options contracts were seen as problematic. Regulators noted that these short
durations could encourage frequent, rapid trading, potentially fostering addictive
or compulsive behaviours similar to those associated with gambling.® Concerns
were also raised that binary options generally do not serve legitimate investment
or hedging needs for retail clients in the way other, more traditional financial
instruments might.°

e B. Firm Conduct Issues (Mis-selling, Conflicts of Interest, Aggressive
Marketing)

The FCA's intervention was driven not only by the inherent characteristics of
binary options but also significantly by the observed conduct of many firms
involved in their sale and marketing.' A fundamental issue identified was the



pervasive conflict of interest inherent in the business model of many binary
options providers. These firms often profit directly when their clients lose money
¢, creating a powerful incentive for practices that are not in the best interests of
the client.
This conflict manifested in various forms of misconduct cited by the FCA and
other regulators. These included widespread mis-selling of the products, often
downplaying the risks and exaggerating potential returns.® Aggressive marketing
and high-pressure sales tactics were commonly reported °, pushing consumers
into making hasty decisions without fully understanding the implications.
Information asymmetry, where firms held significantly more information about
pricing and probabilities than their clients, further disadvantaged consumers.® In
many cases, the issues extended beyond poor practice into outright fraudulent
activity.” The combination of a complex, high-risk product and predatory sales
practices created a toxic environment for retail investors.

e C. Evidence of Consumer Harm and Financial Losses
The culmination of product risks and poor firm conduct was substantial and
demonstrable harm to consumers. The FCA explicitly stated that its intervention
was necessary because of clear evidence of this harm, manifesting as large,
unexpected, and often devastating trading losses for retail clients.’
This evidence was drawn from various sources, including numerous complaints
received by the FCA and other national competent authorities across the
European Union ", as well as the FCA's own market monitoring and data collection
efforts.” The scale of the problem was significant enough for the FCA to quantify
the potential benefit of its intervention. The regulator estimated that the
permanent ban on selling binary options to retail consumers could save this group
up to £17 million per year in losses they might otherwise have incurred.’ This
figure highlights the tangible financial detriment the FCA sought to prevent.
The justification for the ban was therefore twofold: it addressed an instrument
deemed inherently unsuitable and excessively risky for retail investors, and it
tackled the demonstrably poor market practices and resulting consumer losses
associated with its distribution. The regulatory action was a direct response to the
negative outcomes observed when this specific product was marketed to the
retail segment under prevailing industry conduct standards.

V. FCA Warnings and Consumer Alerts

In conjunction with the ban, the FCA has maintained a strong public stance warning
consumers about the dangers associated with binary options, particularly those
offered by unauthorised entities.



e A. Official Stance and ScamSmart Campaign
The FCA consistently urges consumers to exercise extreme caution regarding any
offers related to binary options." The regulator's ScamSmart campaign, designed
to help consumers identify and avoid investment fraud, specifically includes
information and warnings about binary options scams.' Consumers are advised to
be particularly wary of common red flags associated with investment scams, such
as receiving unsolicited contact (e.g., cold calls or unexpected emails), being
pressured to invest quickly or send money immediately, and encountering
promises of returns that seem too good to be true.”® The overarching message is
one of scepticism and diligence.

e B. Consequences of Dealing with Unauthorised Firms (Lack of Protection)
Engaging with firms that are not authorised by the FCA carries significant risks
beyond the potential for fraud or the inherent dangers of the product itself. A
critical consequence is the loss of access to the UK's regulatory safety nets
designed to protect consumers of authorised financial services firms."
Specifically, consumers who deal with unauthorised firms lose access to two key
recourse mechanisms:

1. The Financial Ombudsman Service (FOS): This independent body resolves
disputes between consumers and authorised financial services firms. If a
consumer has a complaint against an unauthorised firm, the FOS cannot
adjudicate.”

2. The Financial Services Compensation Scheme (FSCS): This scheme can
provide compensation to consumers if an authorised firm fails and is unable
to meet its financial obligations. Consumers of unauthorised firms are not
eligible for FSCS protection.™

It is important to note that even when dealing with authorised firms offering regulated
products, these protections generally do not cover losses arising simply from
investment decisions or market movements.”® However, they provide crucial avenues
for redress in cases of firm failure, misconduct, or unresolved disputes. Choosing to
deal with an unauthorised binary options provider means forfeiting these vital
protections. This decision not only exposes the individual to the high probability of
product losses and potential fraud but also eliminates any possibility of seeking
compensation or dispute resolution through the established regulatory channels if
things go wrong. The potential financial loss becomes total and irrecoverable through
official means.

VI. Regulated Alternatives for UK Investors

While binary options are banned for retail clients in the UK, other complex financial
products remain available, albeit often under strict regulatory conditions. Investors



seeking products with potentially similar trading styles or risk profiles should be aware
of these alternatives and the associated FCA rules.

A. Contracts for Difference (CFDs) - With FCA Restrictions

Contracts for Difference (CFDs), which include related products like financial

spread bets and rolling spot forex contracts, are complex derivatives that allow

investors to speculate on the price movements of underlying assets without
owning them. Unlike binary options, CFDs are permitted for sale to retail clients in
the UK, but they are subject to stringent regulations imposed by the FCA.°

The FCA implemented permanent restrictions on CFDs offered to retail clients

concurrently with the binary options ban, largely mirroring and solidifying

previous temporary measures from ESMA.° These rules are specifically designed
to mitigate the high risks associated with CFD trading for less experienced
investors. Key restrictions include °:

o Leverage Limits: Strict caps on the amount of leverage firms can offer retail
clients, varying by the underlying asset class (e.g., 30:1 for major currency
pairs, lower limits for commodities, indices, individual equities, and
cryptocurrencies if permitted).

o Margin Close-Out Rule: Firms must automatically close out a client's open
CFD positions when the funds in their account fall to 50% of the minimum
margin required to maintain those positions.

o Negative Balance Protection: A guarantee that clients cannot lose more
money than the total funds deposited into their CFD trading account.

o Ban on Inducements: Prohibiting firms from offering monetary or
non-monetary bonuses (e.g., trading credits) to incentivise retail clients to
open accounts or trade.

o Standardised Risk Warning: Firms must provide a clear, standardised
warning stating the percentage of their retail client accounts that lose money
when trading CFDs.

Furthermore, to prevent firms from circumventing these rules by offering slightly
different but economically similar products, the FCA extended the scope of these
restrictions to cover closely substitutable instruments, such as products
sometimes marketed as 'turbo certificates', 'knock outs', or ‘delta ones'.°The
existence of these detailed restrictions highlights the FCA's ongoing concerns
about the risks of CFDs for retail clients, even while permitting their sale. The FCA
estimated that these measures could significantly reduce annual losses for retail
consumers trading with UK firms (by £267.4m to £450.7m annually) ¢, indicating
the substantial level of risk the regulator aimed to mitigate. Therefore, while CFDs
represent a regulated alternative, they are by no means endorsed as low-risk.
They remain complex, high-risk instruments, and the FCA's rules serve as
protective guardrails rather than a signal of suitability for all investors.



B. Other Potential Complex Products (e.g., Futures, Traditional Options) -
Noting Complexity

Beyond CFDs, other complex financial instruments exist, such as
exchange-traded futures contracts and traditional options (puts and calls). The
FCA has acknowledged the possibility that such products could pose similar risks
to retail consumers or might be marketed more widely as alternatives to restricted
products like CFDs.” At the time of the CFD consultation, the FCA noted that
futures were not commonly sold directly to retail investors in the UK but
expressed concern about this potentially changing.”

The broader regulatory framework under MiFID distinguishes between ‘complex’
and 'non-complex' financial instruments.” Products generally considered
non-complex, such as ordinary shares traded on regulated markets, bonds, and
standard UCITS funds, may be sold to retail clients without requiring the firm to
assess the client's knowledge and experience (appropriateness test). However,
most derivatives, including futures and options, are typically classified as
complex, meaning firms must assess appropriateness before selling them to retail
clients on an execution-only basis.” These products require a significant level of
understanding regarding their mechanics, risks, and potential outcomes.

C. Importance of Understanding Risks and Seeking Advice

Regardless of the specific product, engaging with complex financial instruments
necessitates a thorough understanding of the associated risks.”® Binary options
were banned for retail clients precisely because the combination of product
complexity, potential for rapid loss, and associated poor firm conduct led to
unacceptable levels of consumer harm. While alternatives like CFDs are permitted
under strict rules, they still carry substantial risk, as evidenced by the high
percentage of retail clients who lose money trading them.®

Potential investors should undertake comprehensive research and ensure they
fully grasp how a product works, the potential maximum loss (which, for some
products without negative balance protection, could exceed initial investment),
the impact of leverage (if applicable), and all associated costs. Given the
complexities involved, seeking independent professional financial advice from a
qualified and authorised adviser is strongly recommended before investing in any
complex or high-risk product.” It is crucial to remember that regulatory oversight
and protections like the FSCS do not insulate investors from losses incurred due
to market fluctuations or poor investment decisions.

D. Comparison Table: Binary Options vs. CFDs (FCA Retail Regulations)

To clarify the distinct regulatory treatment of binary options and CFDs for retail
clients in the UK, the following table summarizes the key differences under FCA



rules:

Feature Binary Options (Retail) CFDs (Retail)

FCA Status for Retail Clients Permanently Banned Permitted, subject to strict
restrictions

Marketing/Sale/Distribution Prohibited Restricted (e.g., standardised
risk warnings required)

Leverage Offered Not Applicable (Banned) Restricted (Limits vary by
asset, e.g., 30:1to 2:1) !

Negative Balance Not Applicable (Banned) Mandatory (Clients cannot

Protection lose more than account
funds) ©

Mandatory Risk Warning (% Not Applicable (Banned) Mandatory (Standardised

Losses) warning including loss

percentage required) °

Bonus/Inducement Offers Not Applicable (Banned) Prohibited ©
Availability via Authorised No (Prohibited for retail Yes (Subject to compliance
Firms clients) ' with all restrictions)

This comparison underscores the FCA's significantly different approach to these two
product types for the retail market. While both are considered high-risk, the perceived
level of uncontrollable harm and poor conduct associated with binary options led to
an outright ban, whereas the risks of CFDs were deemed manageable through the
imposition of strict protective measures.

VIl. Conclusion and Key Takeaways

The regulatory position of the Financial Conduct Authority (FCA) is unambiguous: the
trading of binary options by retail consumers is prohibited in the United Kingdom.



Firms authorised by the FCA, or those operating legally in or from the UK, are
permanently banned from selling, marketing, or distributing any type of binary option,
including securitised variants, to individuals classified as retail clients.’

This decisive regulatory action stems from a combination of factors:

e The inherent nature of binary options, which the FCA views as complex, lacking
transparency, akin to gambling, and unsuitable for genuine investment needs.'

e Widespread evidence of poor conduct by firms previously offering these
products, including aggressive marketing, conflicts of interest where firms
profited from client losses, and links to fraudulent activity.'

e Documented significant financial harm and substantial losses incurred by retail
consumers engaging with these products.’

Consequently, any entity currently offering binary options services to UK retail
consumers should be treated with extreme suspicion, as it is highly likely to be
operating outside the law and potentially engaging in fraudulent activity." Potential
investors must verify any firm's authorisation status through the official FCA Register
before considering any transaction.'® Dealing with unauthorised firms not only
exposes individuals to heightened risks of fraud and product loss but also strips them
of access to vital regulatory protections like the Financial Ombudsman Service and
the Financial Services Compensation Scheme.

While the ban specifically targets retail clients, professional clients (who meet
stringent regulatory criteria) are not explicitly prohibited from accessing binary
options, provided the offering firm has the correct regulatory permissions limited to
this client type.? However, the pathway to professional status is narrow and subject to
regulatory scrutiny.®

Regulated alternatives, such as Contracts for Difference (CFDs), do exist for retail
clients but are themselves complex, high-risk products subject to stringent FCA
restrictions designed to mitigate consumer harm, including leverage limits and
negative balance protection.®

In summary, UK residents classified as retail clients cannot legally trade binary options
through regulated channels. Extreme caution is advised regarding any offers related
to these products, given the high likelihood of scams. Investors considering any form
of complex financial trading should prioritise understanding the substantial risks
involved, conduct thorough due diligence on providers, and strongly consider seeking
independent professional financial advice.™
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