An Analytical Report on Binary Options Trading: Earnings
Potential vs. Significant Risks

Executive Summary

Binary options are financial derivative contracts characterized by a simple yes/no
proposition regarding an underlying asset's price movement within a fixed, often very
short, timeframe. Their defining feature is an "all-or-nothing" payout structure: a
correct prediction yields a predetermined fixed profit (typically 60-90% of the
investment), while an incorrect prediction results in the total loss of the invested
capital. While marketed for their simplicity and potential for rapid returns, this
structure inherently disadvantages traders, requiring a win rate significantly above
50% merely to break even.

Data from global financial regulators (including the US, EU, UK, Australia, and Canada)
consistently show that the vast majority of retail clients (often exceeding 80%) lose
money trading binary options. These authorities have highlighted significant investor
protection concerns stemming from the product's complexity (masked by superficial
simplicity), negative expected returns, inherent conflicts of interest between brokers
and clients, and extreme risk profile, often comparing them to gambling.
Consequently, binary options have been banned for retail clients in major jurisdictions
like the European Union, the United Kingdom, Australia, and Canada (for short-term
contracts).

Furthermore, the binary options market, particularly segments operating through
unregulated online platforms often based offshore, is rife with fraudulent activities.
Regulatory bodies like the SEC, CFTC, and FBI have issued numerous warnings about
schemes involving refusal to credit accounts or return funds, identity theft, and
manipulation of trading software to generate losses.

Compared to traditional financial instruments like vanilla options, forex, or stocks,
binary options offer significantly less flexibility, no potential for underlying asset
ownership, limited strategic utility for investment or hedging, and face a much more
restrictive regulatory environment. The potential for earnings, while theoretically
present on individual trades, is severely undermined by the unfavorable payout
structure, the difficulty of accurate short-term prediction, high documented loss
rates, and the pervasive risk of fraud. Therefore, the potential for substantial financial
loss far outweighs the realistic prospect of sustainable earnings for most retail
participants. Binary options should be approached with extreme caution, recognized
as high-risk speculation rather than conventional investment, and traded only where



legal and on regulated exchanges, fully cognizant of the inherent dangers and
regulatory warnings.
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I. Understanding Binary Options: The All-or-Nothing Proposition

A. Definition

Binary options are a distinct type of financial derivative contract.’ Their structure
revolves around a straightforward yes/no proposition concerning the anticipated price
movement of an underlying asset within a specific, predetermined timeframe.' These
assets can range widely, including stocks, stock indices, foreign exchange (forex)
currency pairs, and commodities.®

The term "binary" reflects the two exclusive outcomes possible at the option's
expiration.? If the trader's prediction about the asset's price movement proves correct,
they receive a fixed, predetermined payout amount.” Conversely, if the prediction is
incorrect, the trader forfeits their entire initial investment in the trade.' There is no
possibility of partial gains or losses based on the extent of the price movement; the
outcome is strictly one of the two predefined results.® This “all-or-nothing"
characteristic is fundamental.?

Crucially, binary options do not confer upon the holder the right or obligation to buy
or sell the actual underlying asset.' They function purely as speculative instruments,
essentially wagers on the direction of price movement or the occurrence of a specific
price-related event.’

B. Mechanics

The trading process involves selecting an underlying asset and predicting its price
trajectory relative to a specific price level, known as the "strike price," at a defined
expiration time." A trader typically chooses a “Call" or "High" option if they anticipate
the price will be above the strike price at expiration, or a "Put" or "Low" option if they
expect it to be below.?

A defining feature of many binary options is their very short duration. Expiration times
can range from mere seconds or minutes to several hours or, less commonly, days.’
This contrasts sharply with traditional options, which often have much longer
lifespans. Notably, Canadian regulators specifically targeted and banned binary
options with expiration periods shorter than 30 days due to concerns about their risk
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profile.”

Upon reaching the expiration time, the binary option exercises automatically. The
predetermined gain for a correct prediction or the loss of the investment for an
incorrect one is automatically credited or debited to the trader's account without
requiring any further decision or action from the trader.’

While the basic High/Low (or Call/Put) structure is most common, some platforms
offer variations. These can include "Touch/No Touch" options, where the payout
depends on whether the asset's price reaches a specific target level at least once
before expiration; "In/Out" or "Boundary" options, based on whether the price
remains within or breaks out of a predefined range; and "Ladder" options, which
involve multiple strike prices with varying payouts.’

C. Underlying Assets

Binary options can be based on a diverse array of underlying assets or benchmarks
drawn from global financial markets. Commonly traded underlyings include major
stock market indices like the S&P 500 or FTSE 100, heavily traded forex currency
pairs such as EUR/USD or GBP/USD, commodities like gold and crude oil, and even the
shares of individual publicly listed companies.® Furthermore, some binary options are
structured around the outcomes of specific economic events, such as central bank
interest rate decisions or the release of key employment data.*

The apparent simplicity of the yes/no decision and the straightforward execution
process are often highlighted in marketing materials aimed at attracting novice
traders.” However, this surface-level simplicity belies the significant challenge involved
in accurately predicting short-term price movements, particularly within the very
compressed timeframes typical of many binary options contracts.” Successful
prediction, especially over short durations, generally requires sophisticated market
analysis, a deep understanding of market dynamics, and disciplined strategy
execution — skills often lacking in the target audience attracted by the "simple"
premise.’ The simplicity lies in placing the trade, not in making a consistently correct
prediction, creating a potential pitfall for inexperienced participants.

Il. The Earnings Equation: Payout Percentages and Profitability Hurdles
A. Payout Structure

The financial outcome of a binary option trade is rigidly defined. When a trade expires
"in the money" (meaning the trader's prediction was correct), the trader receives back



their initial investment plus a fixed payout.' This payout is predetermined by the broker
and is typically expressed as a percentage of the amount invested.” For example, an
80% payout on a $100 investment would yield $80 in profit, plus the return of the
$100 stake, for a total return of $180.

Conversely, if the trade expires "out of the money" (the prediction was incorrect), the
consequence is the loss of the entire amount invested in that specific trade." Some
brokers may advertise a small "refund" on losing trades, often in the range of 5% to
15% of the stake.’” However, this feature typically corresponds with lower payout
percentages offered on winning trades, meaning the fundamental asymmetry
between potential gains and losses remains.*’

B. Typical Payout Percentages

The payout percentage offered by brokers for standard "in the money" binary options
(like High/Low) generally falls within a range of 60% to 90% of the invested amount.®
Some platforms might offer slightly higher rates, occasionally cited up to 95%.*

These payout rates are not uniform and can be influenced by several factors. The
specific broker, the volatility of the underlying asset being traded, the type of binary
option chosen (e.g., simple directional bets versus more complex Touch or Range
options), and the duration of the contract (expiration time) can all affect the offered
payout." Options perceived as having a lower probability of success, such as certain
Touch or Range options, might offer significantly higher potential payouts, sometimes
advertised in the hundreds of percent (e.g., 200%-750%), to compensate for the
increased difficulty.” Additionally, some brokers implement tiered account structures,
where clients who deposit larger amounts may be offered marginally better payout
rates.*

C. Impact on Profitability

The asymmetric payout structure — where a winning trade yields less than 100% profit
while a losing trade results in a 100% loss of the stake — creates a significant
mathematical barrier to achieving overall profitability. To simply break even over a
series of trades, a trader must win considerably more often than they lose."

Consider a scenario with an 80% payout on a $100 investment. A win yields $80
profit, while a loss costs $100. If a trader makes 10 such trades, let 'W' be the number
of wins and 'L' be the number of losses (W + L = 10). The total profit is calculated as
Profit=(Wx$80)-(Lx$100). To break even or make a profit (Profit=0), the condition is
80W=100L. Substituting L=10-W, we get 80W=>100(10-W), which simplifies to



180W=1000, or W>5.56. This means the trader must win at least 6 out of 10 trades (a
60% win rate) just to achieve a minimal profit. If the payout were lower, say 70%, the
required break-even win rate climbs to approximately 59%.%* Achieving such high win
rates consistently, especially given the short-term nature and inherent randomness of
market movements, is exceptionally difficult.

This inherent structural imbalance often leads to a negative expected return for the
trader over time, even assuming a hypothetical 50/50 chance of predicting the
direction correctly on any given trade."” The broker's business model inherently relies
on this statistical edge, profiting from the aggregate losses of traders."™ Furthermore,
potential profitability can be further diminished by various fees that some brokers may
charge, such as account maintenance fees, penalties for inactivity, or charges for
processing withdrawals.*

The fundamental challenge in binary options trading extends beyond market
prediction; it is embedded within the mathematical design of the product itself. Unlike
scenarios with symmetrical odds and payouts, binary options systematically offer a
lower reward for winning than the penalty for losing. This built-in disadvantage
creates a persistent headwind against long-term profitability, regardless of a trader's
skill level. It is a core reason why financial regulators often view these products with
skepticism and concern, as the structure itself contributes significantly to the high
loss rates observed among retail participants.™

lll. The High-Risk Reality: Why Most Traders Lose Money
A. Inherent Risks

Binary options trading is characterized by several inherent risks that contribute to its
classification as a high-risk activity by financial authorities worldwide.

e All-or-Nothing Loss: The most prominent risk is the potential to lose 100% of
the capital invested in a single trade if the market prediction is incorrect.” Unlike
traditional investments where losses might be partial, the binary nature means a
small adverse price movement at the moment of expiration can result in a total
loss of the stake.

e Short Timeframes & Volatility: The extremely short expiration times common in
binary options (minutes or even seconds) make accurate market prediction
exceptionally difficult.”> Short-term market movements are often driven by
unpredictable "noise" and volatility, making outcomes highly uncertain. Even
seasoned financial professionals find it challenging to consistently predict price
direction over such brief intervals."



Comparison to Gambling: The structure of binary options - fixed odds, short
durations, all-or-nothing payouts, and a statistical edge favoring the provider
(broker) - draws frequent comparisons to gambling.” Regulators and financial
commentators often categorize them as speculative bets rather than legitimate
investments.

B. Retail Trader Success Rates (Regulatory Findings)

Empirical data gathered by financial regulators across major markets paint a stark
picture of retail trader outcomes in binary options:

ASIC (Australia): Investigations found that approximately 80% of retail clients
lost money when trading binary options.” In 2018 alone, ASIC estimated that retail
clients of licensed providers incurred net losses amounting to roughly $490
million, largely attributed to the gross trading revenue reported by these
providers."”

ESMA (Europe): Citing analyses from national regulators within the EU, ESMA
reported consistent findings of losses among retail clients trading binary
options.*" For the closely related Contracts for Differences (CFDs), data showed
that between 74% and 89% of retail accounts typically lost money, with average
losses per client ranging significantly from €1,600 to €29,000.%" ESMA explicitly
identified "significant investor protection concern" arising from the product's
complexity, negative expected return, inherent conflicts of interest, and the high
risk of loss as key reasons for intervention.*’

FCA (UK): The UK's Financial Conduct Authority stated that available data
indicated that a majority of consumers incurred losses when trading binary
options.?® The FCA also highlighted the difficulty traders face in achieving
sustained profits over time ?* and estimated that a permanent ban could prevent
annual losses of up to £17 million for retail investors.>

CFTC/SEC (USA): These US regulators have issued numerous alerts warning
investors about the high risks associated with binary options.” They specifically
cautioned that the typical payout structures are often designed in a way that
results in a negative expected return for the customer, making losses statistically
likely over time."

CSA (Canada): The Canadian Securities Administrators described binary options
as the "leading type of investment fraud facing Canadians," emphasizing the
"staggering” financial impact on individuals.” This assessment led to the
implementation of a ban on the sale of short-term binary options to retail
investors.”



The remarkable consistency in findings across these independent international
regulatory bodies strongly indicates that high loss rates are not anomalous but rather
a fundamental characteristic of binary options when offered to retail clients. This
global regulatory consensus underscores the extreme risk profile of these products.

C. Fraud Risks (Unregulated Platforms)

Compounding the inherent risks of the product itself is the significant danger of fraud,
particularly prevalent on the numerous internet-based trading platforms that operate
outside the purview of robust regulatory oversight, often based offshore.’

Regulatory agencies like the SEC, CFTC, FBI, and international bodies like IOSCO have
received numerous complaints and issued warnings detailing common fraudulent
practices associated with these platforms. These include ™

e Refusal to Credit Accounts or Reimburse Funds: Platforms may accept
deposits but then deny withdrawal requests, refuse to credit winnings, or simply
cease communication with clients attempting to access their funds.

e Identity Theft: Some platforms illicitly collect sensitive personal information
(credit card details, passport copies, driver's licenses) under the guise of
verification, potentially using it for identity theft.

e Manipulation of Trading Software: Allegations include platforms deliberately
manipulating their software to distort prices or payouts, ensuring client trades
result in losses. A common tactic reported is the arbitrary extension of the
expiration time for a winning trade until it becomes a losing one.

e Misleading Marketing and Overstated Returns: Platforms often use aggressive
marketing tactics, promising unrealistic high returns while downplaying the
substantial risks involved. They may advertise average returns far exceeding what
the payout structure realistically allows.

e High-Pressure Sales Tactics: Representatives may employ aggressive tactics or
even threats to pressure clients into depositing more funds.

This prevalence of fraud adds another layer of danger for traders. They face not only
the statistical disadvantage embedded in the product but also the real possibility of
being outright cheated by unscrupulous operators. This combination makes the
unregulated binary options space particularly hazardous, amplifying the already
significant risks inherent in the instrument itself.

IV. Factors Influencing Trading Outcomes: Skill, Strategy, and Psychology

While the odds are structurally stacked against traders in binary options, certain



factors are often cited as influencing potential outcomes, though their effectiveness is
debated within this specific high-risk context.

A. Market Analysis & Strategy

Achieving success in binary options trading, however improbable in the long run,
fundamentally requires the ability to accurately predict the direction of an underlying
asset's price movement within the specified short timeframe.® Traders attempt to
achieve this through various strategies, broadly categorized into:

e Technical Analysis: This involves analyzing historical price data, chart patterns,
and using mathematical indicators to identify trends, support/resistance levels,
and potential reversal points.* Common indicators mentioned include the Average
Directional Index (ADX) for trend strength, Pivot Points for potential
support/resistance, the Commodity Channel Index (CClI) for identifying trends and
overbought/oversold conditions, and the Stochastic Oscillator for momentum
shifts.*” Specific strategies derived from technical analysis include
trend-following, range trading (betting price stays within bounds), volatility
strategies (betting on significant price movement regardless of direction),
60-second strategies (rapid trading based on immediate fluctuations), Fibonacci
retracement, and candlestick pattern analysis (like the Pinocchio strategy).’

e Fundamental Analysis: This approach involves making predictions based on
macroeconomic news releases, geopolitical events, company earnings reports, or
other external factors that could influence asset prices.’ News trading strategies
attempt to capitalize on the immediate market impact of such events.’

Despite the array of available strategies, their practical effectiveness in the context of
binary options is highly questionable. Technical indicators, while useful in other
trading contexts, often suffer from limitations such as lagging behind price
movements, generating false signals (whipsaws), requiring complex interpretation,
and needing confirmation from multiple sources.*” These limitations are particularly
acute in the very short timeframes common in binary options, where market noise can
easily overwhelm genuine trends.?® Furthermore, the fundamental structure of binary
options, requiring a win rate substantially above 50% (often 55-60% or higher) just to
break even due to the sub-100% payout on wins *, sets an extremely high bar for any
strategy to consistently overcome. This creates a paradox: while strategic analysis is
necessary, the inherent difficulty of short-term prediction combined with the
unfavorable payout structure makes it exceedingly challenging for any strategy to
deliver sustained profitability within the binary options framework. The emphasis on
strategy may thus provide a misleading sense of control in a system inherently tilted



against the trader.
B. Risk Management

Given the all-or-nothing nature and high probability of loss, disciplined risk
management is frequently emphasized as essential for anyone engaging in binary
options trading.' Key principles advocated include:

e Position Sizing: Limiting the capital risked on any single trade to a small
percentage of the total account balance, often suggested at 1-3%."

e Loss Limits: Setting predetermined daily or weekly loss limits, beyond which
trading ceases to prevent catastrophic losses.”

e Avoiding Overexposure: Managing the total capital at risk across all open
positions at any given time.”'

Binary options are often marketed as having "defined risk" because the maximum
possible loss on any given trade is known in advance - it is simply the amount
invested (the stake).® However, this "defined risk" per trade should not be conflated
with low overall risk. The high probability of realizing that maximum loss on any given
trade, coupled with the unfavorable payout structure, means the overall activity
remains extremely risky.*> Furthermore, unlike traditional trading, opportunities for
dynamic risk management techniques like hedging positions or adjusting stop-losses
during a trade are generally limited or non-existent in binary options.?

C. Psychological Discipline

The mental aspect of trading is critically important in the high-pressure environment
of binary options. Emotional control is paramount to avoid making irrational and
detrimental trading decisions.” Common psychological pitfalls include:

e Fear: Fear of loss (loss aversion) can lead to hesitation, missed opportunities, or
premature exiting of potentially winning trades.’

e Greed: The desire for large, quick profits can lead to over-trading, taking
excessive risks, or holding onto positions too long in the hope of larger gains,
ignoring risk management rules.*

e FOMO (Fear Of Missing Out): Watching market movements can trigger anxiety
about missing profitable opportunities, leading to impulsive trades without proper
analysis.”

e Chasing Losses: After experiencing losses, traders may feel compelled to trade
more aggressively or frequently in an attempt to recoup the lost funds, often
leading to even greater losses.”’



e Overconfidence: A string of wins can lead to excessive confidence, causing
traders to abandon their strategy or risk management rules.>

The rapid pace of trading, the immediate feedback of wins and losses, and the
all-or-nothing outcomes create an environment that can be psychologically taxing
and potentially addictive.” Research suggests parallels between pathological trading
behaviors and gambling addiction, characterized by loss of control, preoccupation
with trading, tolerance (needing to trade larger amounts for excitement), and
withdrawal symptoms (irritability when unable to trade).®® Maintaining discipline
through a strict trading plan and keeping a trading journal are often recommended to
counteract these emotional pressures.®

The psychological vulnerabilities inherent in this type of trading act as a significant
risk multiplier. The high financial stakes and rapid feedback loops can easily trigger
emotional responses that override rational analysis and disciplined risk
management.’’ This makes traders susceptible to behaviors like compulsive trading or
chasing losses *, thereby amplifying the already substantial financial risks embedded
in the product's structure and market dynamics. The psychological dimension is
therefore not merely a side effect but a central component of the overall risk profile
associated with binary options.

V. The Global Regulatory Stance: Restrictions, Bans, and Investor Warnings
A. General Trend

The global regulatory landscape for binary options has evolved significantly, marked
by increasing scrutiny, stringent restrictions, and, in many major markets, outright
bans on their offering to retail investors. This trend is driven by widespread concerns
regarding the product's high-risk nature, documented substantial investor losses,
inherent conflicts of interest, product complexity unsuitable for retail clients, and the
high prevalence of associated fraud.*

B. Specific Jurisdictions

The regulatory approach varies considerably across different countries and regions:

e United States (US): Binary options are legal but subject to heavy regulation.
Trading is permitted only on exchanges registered with and overseen by the
Commodity Futures Trading Commission (CFTC) or the Securities and Exchange
Commission (SEC), such as the North American Derivatives Exchange (Nadex) or
through specific event futures contracts on the Chicago Mercantile Exchange



(CME)." A large portion of the online binary options market targeting US residents
operates via offshore platforms that do not comply with US regulations. US
regulators have issued numerous alerts warning about fraud associated with
these unregistered entities." The CFTC maintains a Registration Deficient (RED)
List identifying foreign entities soliciting US residents without proper
registration.?

European Union (EU): The European Securities and Markets Authority (ESMA)
implemented an EU-wide prohibition on the marketing, distribution, and sale of
binary options to retail investors, effective from July 2018.* This decision was
based on significant investor protection concerns, including the product's
complexity, structural negative expected return, conflicts of interest, and
evidence of widespread retail client losses.*’

United Kingdom (UK): Following ESMA's temporary measures (while the UK was
still part of the EU framework), the Financial Conduct Authority (FCA)
implemented a permanent ban on the sale, marketing, and distribution of binary
options to retail consumers in 2019. The FCA's ban explicitly included certain
"securitised binary options" that were potentially outside ESMA's scope, deeming
them to pose similar risks.>®* The FCA characterized binary options as "gambling
products dressed up as financial instruments" and warned that any firm currently
offering them to UK retail clients is likely operating a scam.*?

Australia (AU): The Australian Securities and Investments Commission (ASIC)
banned the issue, sale, and distribution of binary options to retail clients, effective
from May 2021.* This action followed findings of significant consumer harm,
including data showing that around 80% of retail clients lost money trading these
products.” ASIC considered them high-risk, unpredictable, and akin to gambling
products."”

Canada (CA): The Canadian Securities Administrators (CSA), representing
provincial and territorial regulators (excluding British Columbia on this specific
rule), implemented Multilateral Instrument 91-102 in December 2017.%° This
instrument prohibits the advertising, offering, selling, or otherwise trading of
binary options with a term to maturity of less than 30 days with or to any
individual.” The CSA identified binary options as the leading form of investment
fraud targeting Canadians.?” There are no firms registered or permitted to trade
binary options products in Canada.?® The Ontario Securities Commission (OSC)
recently took enforcement action against an online platform for offering
prohibited binary options.*®

Japan (JP): Binary options trading is legal in Japan but is subject to regulation by
the Financial Services Agency (FSA) and the Securities and Exchange Surveillance
Commission (SESC).° Brokers, including foreign entities, require proper



authorization from Japanese authorities to offer binary options services to
residents.®® The FSA actively monitors the market and issues warnings against
unauthorized brokers targeting Japanese investors.®®

e Switzerland (CH): Binary options are not explicitly banned as in the EU or UK,
and some regulated financial institutions may offer them.?’ However, all financial
services providers require authorization from the Swiss Financial Market
Supervisory Authority (FINMA).”® FINMA maintains a warning list of unauthorized
providers and emphasizes the need for investor due diligence, highlighting the
risks of dealing with unregulated entities and promises of unrealistic returns.”
The regulatory environment is strict.”

e Other Regions: The regulatory status in many other parts of the world is less
clear, often falling into unregulated or legally grey areas.” In India, for example,
the Reserve Bank of India (RBI) maintains an "Alert List" of unauthorized forex
trading platforms (which often include binary options). Engaging in transactions
on such platforms can violate the Foreign Exchange Management Act (FEMA).®
The lack of regulation in many jurisdictions significantly increases the risk of fraud
and makes recourse difficult for investors who suffer losses.™

Table 3: Regulatory Status Overview for Retail Binary Options Trading

Jurisdiction Regulatory Body / Status for Retail Key Notes
Authority Investors
United States CFTC/ SEC Legal & Regulated Numerous fraud
(only on specific warnings for
exchanges) unregulated offshore
platforms; CFTC RED
List *
European Union ESMA / National Banned Cites significant
Authorities investor protection

concerns, high loss
rates, negative

expected return *'

United Kingdom FCA Banned Called "gambling
products"”; includes
securitised variants;
scam warnings for




current offers °°

Australia

ASIC

Banned

Cites significant
detriment, 80% loss
rate, gambling
similarities '’

Canada

CSA / Provincial
Regulators

Banned (< 30 days
maturity)

Leading type of
investment fraud
cited; no registered

providers %

Japan

FSA /SESC

Legal & Regulated

Requires
authorization; FSA
issues warnings
against unauthorized

firms ©

Switzerland

FINMA

Legal via Regulated
Providers

Strict regulation;
FINMA issues
warnings against
unauthorized firms ?'

India

RBI

Unauthorized
platforms illegal
under FEMA

RBI Alert List;
potential legal
penalties for using
unauthorized

platforms ©

Other Regions

Varies / Often None

Often Unregulated /
Banned / High-Risk

High risk of fraud due
to lack of oversight;

legality varies widely
2

The extensive regulatory actions, particularly the outright bans implemented by
authorities in major developed economies like the EU, UK, Australia, and Canada,
serve as a powerful indicator of the perceived extreme risk and unsuitability of binary
options for retail investors. These regulatory decisions are not arbitrary but are based
on consistent evidence of substantial consumer harm, high loss rates, and product
characteristics deemed fundamentally flawed from an investor protection
standpoint.'” Therefore, the regulatory landscape itself can be viewed as a reflection




of a global risk assessment by financial watchdogs, concluding that the potential
detriments of binary options trading for the average individual far outweigh any
perceived benefits.

VI. Binary Options vs. Other Financial Instruments: A Comparative Analysis

Understanding how binary options differ from more traditional financial instruments is
crucial for assessing their relative risks, rewards, and suitability.

A. Binary Options vs. Traditional (Vanilla) Options

While both are types of options contracts, binary options and traditional "vanilla"
options (standard calls and puts) differ significantly:

Payout Structure: Binary options offer a fixed, predetermined payout if the
condition is met at expiration, or nothing (total loss of stake) if it is not - the
“all-or-nothing" model." Traditional options have a variable payout; the profit (for
the buyer) increases as the underlying asset's price moves further beyond the
strike price (for calls) or further below it (for puts).’

Risk and Reward: In binary options, both the maximum risk (the amount
invested) and the maximum reward (the fixed payout) are known upfront.” For
buyers of traditional options, the maximum risk is limited to the premium paid, but
the potential reward can be theoretically unlimited (or substantial) depending on
the underlying asset's price movement.'

Complexity: Binary options are often perceived as simpler due to the yes/no
outcome and lack of complex variables like the "Greeks" (delta, gamma, theta,
vega), time decay calculations, or implied volatility pricing that are integral to
traditional options trading.* However, the simplicity is largely superficial, masking
the difficulty of prediction. Traditional options offer far greater strategic depth
and flexibility.

Underlying Asset Ownership: Binary options provide no rights or potential
ownership of the underlying asset; they are purely cash-settled wagers.'
Traditional options grant the holder the right (but not the obligation) to buy (call)
or sell (put) the underlying asset at the strike price, potentially leading to
ownership or delivery.'

Regulation: Traditional options are typically traded on highly regulated
exchanges, offering greater transparency and investor protection.' Binary options,
particularly those offered online, frequently operate on unregulated or poorly
regulated platforms, often based offshore, and are banned for retail clients in
many major jurisdictions.’

Expiration: Binary options often feature very short-term expirations (minutes to



hours).> Traditional options offer a much wider range of expiration dates, from
days and weeks to months or even years, allowing for longer-term strategies.”’

Table 1: Comparison: Binary Options vs. Traditional (Vanilla) Options

Feature

Binary Options

Traditional (Vanilla) Options

Payout Structure

Fixed, All-or-Nothing

Variable, based on price
movement beyond strike '

Maximum Risk (Buyer)

100% of Investment '

Premium Paid

Maximum Reward (Buyer)

Fixed Percentage Payout
(<100%) "°

Potentially Unlimited /
Substantial '

Complexity

Simple Execution, Difficult
Prediction **

More Complex (Greeks,
Volatility, Strategy) '©

Underlying Ownership

No Ownership Rights '

Potential Right to Buy/Sell
Underlying '

Regulation

Often Unregulated/Banned for
Retail '

Traded on Regulated
Exchanges '

Typical Expiration

Very Short-Term

(minutes/hours) '©

Wider Range (days to years) '

B. Binary Options vs. Forex Trading

Forex trading (speculating on currency exchange rate movements) is a common
underlying market for binary options, but trading binary options on forex is distinct
from traditional spot forex trading:

e Risk/Reward Structure: Binary options offer fixed risk (stake amount) and fixed

reward (payout percentage) per trade.?® Traditional forex trading involves variable
profits and losses determined by the magnitude of the exchange rate movement
and the position size. Leverage, commonly used in forex, can significantly amplify
both potential gains and potential losses, potentially exceeding the initial margin
deposit.” While binary loss is capped at the stake, leveraged forex losses can be



much larger.?

Complexity: Binary options simplify the trade to a directional bet.” Forex trading
requires understanding concepts like pips, spreads, margin requirements,
leverage management, and the use of order types like stop-loss and take-profit.*
Leverage: Binary options generally do not involve leverage.” Leverage is a
standard feature in retail forex trading, allowing traders to control larger positions
with smaller amounts of capital, which magnifies risk.?

e Trade Duration & Flexibility: Binary options have fixed expiration times, and
typically cannot be closed or adjusted before expiration.” Forex trades have
flexible durations; traders can open and close positions at any time based on
market conditions or their strategy, and potentially adjust positions (e.g., partial
close, adding to position).’

e Regulation: While both markets have seen issues with unregulated offshore
brokers, the traditional forex market generally has a more established (though still
fragmented) regulatory framework in major jurisdictions compared to binary
options, which are often banned or more heavily restricted.*

e Suitability: Binary options are sometimes marketed to beginners due to their
apparent simplicity, but their high risk makes them unsuitable for most.” Forex
trading demands more learning but offers greater control, strategic depth, and
potentially better risk management tools (like stop-losses), though leverage still

poses significant risk.**

Table 2: Comparison: Binary Options vs. Forex Trading

Feature

Binary Options

Forex Trading

Risk/Reward Structure

Fixed Risk (Stake), Fixed
Reward (Payout) %

Variable Profit/Loss, Amplified
by Leverage %

Management/Flexibility

Early Close *'

Leverage Generally No *' Commonly Used, Magnifies
Risk & Reward %
Complexity Simpler Execution (Directional More Complex (Pips, Spreads,
Bet) % Margin, Orders) 31
Trade Fixed Expiration, Usually No Flexible Duration, Can

Close/Adjust Anytime *'




Regulation Often Unregulated/Banned for | More Established Regulation
Retail ' (Varies by Jurisdiction) *'
Typical User Profile Marketed to Beginners (High Requires More Education,
Risk) % Offers More Control (Leverage
Risk)

C. Binary Options vs. Stock Trading

Comparing binary options to direct stock trading reveals fundamental differences:

Ownership: Trading stocks involves acquiring direct ownership (equity) in a
company. Binary options involve no ownership of the underlying asset (which
could be a stock or index).?

Risk/Reward: Stock values fluctuate with market conditions and company
performance, offering potential for capital appreciation and dividends, with losses
generally limited to the investment amount (unless margin is used). Binary options
provide the fixed all-or-nothing outcome based purely on short-term price
direction relative to a strike price.

Complexity: Binary options focus solely on predicting short-term direction. Stock
trading involves analyzing company fundamentals, market trends, economic
factors, and valuation.

Time Horizon: Binary options are inherently short-term speculative instruments.
Stock trading can range from short-term day trading to long-term investing
strategies spanning years or decades.

Regulation: Stock markets are among the most heavily regulated financial
markets globally. Binary options face significant regulatory hurdles, bans, and
operate largely outside mainstream regulated exchanges.

Across these comparisons, binary options consistently emerge as an outlier. They
strip away key features of traditional financial instruments — such as variable payouts
linked to the magnitude of price moves, potential ownership, strategic flexibility for
hedging or income generation, and longer time horizons. What remains is a highly
simplified, short-term wagering mechanism with a risk profile heavily skewed towards
total loss of capital. This structural difference largely explains why regulators often
treat them more like gambling products than investment tools and why their utility for
conventional financial planning or risk management is extremely limited compared to
traditional options, forex, or stocks.

VIl. Synthesized Outlook: Weighing Potential Earnings Against Substantial Risks




A. Recapping the Earnings Potential

The allure of binary options often stems from the advertised potential for high
percentage returns on individual trades, frequently cited in the range of 60% to 90%
or even higher for specific option types.® This, combined with the apparent simplicity
of the trading mechanism (a simple yes/no prediction) and relatively low initial capital
requirements on some platforms, makes them attractive, particularly to novice traders
seeking quick profits.®

However, this potential is severely constrained by the inherent payout structure.
Because a winning trade pays out less than 100% of the stake, while a losing trade
results in a 100% loss of the stake, traders must achieve a win rate significantly higher
than 50% - often estimated between 55% and 60% or more, depending on the exact
payout percentage — just to break even over time."" Achieving such consistently high
win rates, especially given the challenges of predicting short-term market
fluctuations, is extremely difficult for most participants.

B. Recapping the Risks

The potential for earnings must be weighed against a formidable array of risks:

e High Probability of Loss: The fundamental all-or-nothing structure means the
entire amount invested in a trade is lost if the prediction is wrong.

e Documented High Failure Rates: Independent analysis by multiple global
regulators consistently shows that the vast majority of retail traders (often over
80%) lose money.

e Prevalence of Fraud: The market, especially the segment operating through
unregulated offshore platforms, is plagued by fraudulent practices, including
withholding funds, identity theft, and software manipulation.

e Psychological Pitfalls: The fast-paced, high-stakes nature encourages
emotional decision-making and can lead to addictive, compulsive trading
behaviors, exacerbating losses.

e Regulatory Condemnation and Bans: Widespread bans and severe restrictions
imposed by regulators in major financial markets (EU, UK, Australia, Canada)
underscore the official view of these products as excessively risky and unsuitable
for retail investors.

C. Balanced Conclusion

In direct response to the question "How much can you earn from binary options?", the
analysis indicates that while earning a profit on any single trade is theoretically



possible, the prospect of achieving sustainable, long-term positive earnings is highly
improbable for the vast majority of retail traders.

The structural disadvantages inherent in the payout system create a significant
mathematical hurdle that requires exceptionally high and consistent prediction
accuracy - a feat made difficult by the short timeframes and market volatility. This is
corroborated by extensive regulatory data demonstrating overwhelming loss rates
among retail participants. When the substantial risk of encountering fraudulent
operators within the largely unregulated segments of the market is added, the overall
picture becomes even bleaker.

The marketing focus on high potential percentage returns per trade is misleading
because it obscures the probability of achieving those returns consistently and
ignores the devastating impact of 100% losses on losing trades. The true earnings
potential, averaged over time and across the majority of participants, appears to be
negative, as suggested by regulatory findings of negative expected returns and
widespread losses."

Therefore, the question "How much can you earn?" is fundamentally overshadowed by
the far more pertinent question: "How much are you likely to lose?". The potential for
quick gains is heavily outweighed by the high probability of significant, and often total,
capital loss. Binary options are more accurately characterized as a form of high-risk
speculation or gambling than a conventional investment strategy."

Any individual considering trading binary options must exercise extreme caution. It is
imperative to be fully aware of the high likelihood of losing invested capital, the
unfavorable odds embedded in the product structure, the significant risks of fraud,
and the severe warnings and prohibitions issued by financial regulators globally.
Engaging with binary options should only be considered (where legal) on properly
regulated exchanges, and even then, only with capital that the individual can afford to
lose entirely, understanding that it is a speculative activity with a high probability of a
negative outcome.

VIIl. References

1

Works cited

1. Binary Option: Definition, How They Trade, and Example, accessed April 19, 2025,
https://www.investopedia.com/terms/b/binary-option.asp


https://www.investopedia.com/terms/b/binary-option.asp

10.

11.

12.

13.

14.

What is Binary Options? Definition of Binary Options, Binary Options Meaning -
The Economic Times, accessed April 19, 2025,
https://m.economictimes.com/definition/binary-options

Binary Options Strategies You Should Know - Investopedia, accessed April 19,
2025,
https://www.investopedia.com/articles/active-trading/052014/binary-options-stra

tegies.asp

. A Guide to Trading Binary Options in the US - Investopedia, accessed April 19,

2025,
https://www.investopedia.com/articles/active-trading/061114/qguide-trading-binar

y-options-us.asp
Binary Options Trading: Risks, Benefits & Strategies | Bajaj Broking, accessed April

19, 2025, https://www.bajajbroking.in/blog/binary-option-trading
Beyond the Hype: Risks and Regulations in Binary Options Trading -
IndiaCorpLaw, accessed April 19, 2025,

https://indiacorplaw.in/2024/02/beyond-the-hype-risks-and-regulations-in-binar

y-options-trading.html
Understanding Binary Options: A Beginner's Guide - Deeside.com, accessed April

19, 2025,
https://www.deeside.com/understanding-binary-options-a-beginners-quide/
www.investopedia.com, accessed April 19, 2025,
https://www.investopedia.com/terms/b/binary-option.asp#:~:text=A%20binary %2
Ooption%20automatically%20exercises.trade%E2%80%%24there%20is%20nothin
a%20between.

How to Hedge Stock Positions Using Binary Options - Investopedia, accessed
April 19, 2025,
https://www.investopedia.com/articles/active-trading/073015/how-hedge-stock-
positions-using-binary-options.asp

Understanding Binary Options: A Simple Guide to Trading - Liquidity Provider,
accessed April 19, 2025,
https://liquidity-provider.com/articles/what-are-binary-options-a-simple-guide-to
-trading/

Currency Binary: What It is, How it Works, Examples - Investopedia, accessed
April 19, 2025, https://www.investopedia.com/terms/c/currency-binary.asp
CFTC/SEC Investor Alert: Binary Options and Fraud | CFTC, accessed April 19,
2025,

https://www.cftc.gov/L earnAndProtect/AdvisoriesAndArticles/fraudadv_binaryopt
ions.html

Investor Alert - Unregulated Investment Business - Forex and Binary Options
Trading.pdf - Anguilla Financial Services Commission, accessed April 19, 2025,

https://www.fsc.org.ai/ldocuments/Publications/Investor%20Alerts/Investor%20Al
ert%20-%20Unrequlated%20Investment%20Business%20-%20Forex%20and %2

OBinary%200ptions%20Trading.pdf
Binary Options Definition | Forexpedia™ by Babypips.com, accessed April 19, 2025,

https://www.babypips.com/forexpedia/binary-options



https://m.economictimes.com/definition/binary-options
https://www.investopedia.com/articles/active-trading/052014/binary-options-strategies.asp
https://www.investopedia.com/articles/active-trading/052014/binary-options-strategies.asp
https://www.investopedia.com/articles/active-trading/061114/guide-trading-binary-options-us.asp
https://www.investopedia.com/articles/active-trading/061114/guide-trading-binary-options-us.asp
https://www.bajajbroking.in/blog/binary-option-trading
https://indiacorplaw.in/2024/02/beyond-the-hype-risks-and-regulations-in-binary-options-trading.html
https://indiacorplaw.in/2024/02/beyond-the-hype-risks-and-regulations-in-binary-options-trading.html
https://www.deeside.com/understanding-binary-options-a-beginners-guide/
https://www.investopedia.com/terms/b/binary-option.asp#:~:text=A%20binary%20option%20automatically%20exercises,trade%E2%80%94there%20is%20nothing%20between.
https://www.investopedia.com/terms/b/binary-option.asp#:~:text=A%20binary%20option%20automatically%20exercises,trade%E2%80%94there%20is%20nothing%20between.
https://www.investopedia.com/terms/b/binary-option.asp#:~:text=A%20binary%20option%20automatically%20exercises,trade%E2%80%94there%20is%20nothing%20between.
https://www.investopedia.com/articles/active-trading/073015/how-hedge-stock-positions-using-binary-options.asp
https://www.investopedia.com/articles/active-trading/073015/how-hedge-stock-positions-using-binary-options.asp
https://liquidity-provider.com/articles/what-are-binary-options-a-simple-guide-to-trading/
https://liquidity-provider.com/articles/what-are-binary-options-a-simple-guide-to-trading/
https://www.investopedia.com/terms/c/currency-binary.asp
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/fraudadv_binaryoptions.html
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/fraudadv_binaryoptions.html
https://www.fsc.org.ai/documents/Publications/Investor%20Alerts/Investor%20Alert%20-%20Unregulated%20Investment%20Business%20-%20Forex%20and%20Binary%20Options%20Trading.pdf
https://www.fsc.org.ai/documents/Publications/Investor%20Alerts/Investor%20Alert%20-%20Unregulated%20Investment%20Business%20-%20Forex%20and%20Binary%20Options%20Trading.pdf
https://www.fsc.org.ai/documents/Publications/Investor%20Alerts/Investor%20Alert%20-%20Unregulated%20Investment%20Business%20-%20Forex%20and%20Binary%20Options%20Trading.pdf
https://www.babypips.com/forexpedia/binary-options

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Beware of Online Binary Options Schemes - Missouri Secretary of State,
accessed April 19, 2025,
https://www.sos.mo.gov/bewareofonlinebinaryoptionsschemes

Statement on Concerns Related to Binary Options, accessed April 19, 2025,
http://www.csrc.gov.cn/csrc/c100220/c1003110/1003110/files/1631593297339_493

19.pdf
19-220MR ASIC proposes ban on the sale of binary options to retail ..., accessed

April 19, 2025,
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2019-releases/1
9-220mr-asic-proposes-ban-on-the-sale-of-binary-options-to-retail-clients-an
d-restrictions-on-the-sale-of-cfds/

Binary Options Trading: How It Works, and How To Get Started - FBS, accessed
April 19, 2025,
https://ptfbs.com/fbs-academy/traders-blog/what-is-binary-options-trading-
Binary Options Trading: How It Works, and How To Get Started - FBS, accessed
April 19, 2025,
https://fbs.com/fbs-academy/traders-blog/what-is-binary-options-trading-
Don't Trade Binary Options! | LAT Blog - London Academy of Trading, accessed
April 19, 2025,
https://www.lat.london/news-resources/news-blog/don-t-trade-binary-options/
Binary option simply explained - moneyland.ch, accessed April 19, 2025,
https://www.moneyland.ch/en/binary-option-definition

Basics of Binary Trading for Beginners - Matter, accessed April 19, 2025,
https://matterapp.com/blog/basics-of-binary-trading-for-beginners

Binary Options Fraud | Investor.gov, accessed April 19, 2025,
https://www.investor.gov/protect-your-investments/fraud/types-fraud/binary-opt
ions-fraud

Binary Options Fraud - FBI, accessed April 19, 2025,
https://www.fbi.gov/news/stories/binary-options-fraud

COMPANION POLICY 91-102CP PROHIBITION OF BINARY OPTIONS - Ontario
Securities Commission, accessed April 19, 2025,

https://www.osc.ca/sites/default/files/2020-10/csa_20171212_91-102cp_pro-binar
y-options.pdf

Trading Forex With Binary Options - Investopedia, accessed April 19, 2025,
https://www.investopedia.com/articles/forex/022415/trading-forex-binary-options

.asp
Understanding Binary Trading: A Beginner's Guide - StoxBox, accessed April 19,

2025, https://stoxbox.in/financial-news-hotbox/binary-trading-quide

Consumer warning about the risks of investing in binary options | FCA, accessed
April 19, 2025,
https://www.fca.org.uk/news/news-stories/consumer-warning-about-risks-investi
ng-binary-options

Canadian securities regulators announce ban on binary options | ASC, accessed
April 19, 2025,

https://www.asc.ca/news-and-publications/news-releases/2018/10/canadian-sec



https://www.sos.mo.gov/bewareofonlinebinaryoptionsschemes
http://www.csrc.gov.cn/csrc/c100220/c1003110/1003110/files/1631593297339_49319.pdf
http://www.csrc.gov.cn/csrc/c100220/c1003110/1003110/files/1631593297339_49319.pdf
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2019-releases/19-220mr-asic-proposes-ban-on-the-sale-of-binary-options-to-retail-clients-and-restrictions-on-the-sale-of-cfds/
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2019-releases/19-220mr-asic-proposes-ban-on-the-sale-of-binary-options-to-retail-clients-and-restrictions-on-the-sale-of-cfds/
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2019-releases/19-220mr-asic-proposes-ban-on-the-sale-of-binary-options-to-retail-clients-and-restrictions-on-the-sale-of-cfds/
https://ptfbs.com/fbs-academy/traders-blog/what-is-binary-options-trading-
https://fbs.com/fbs-academy/traders-blog/what-is-binary-options-trading-
https://www.lat.london/news-resources/news-blog/don-t-trade-binary-options/
https://www.moneyland.ch/en/binary-option-definition
https://matterapp.com/blog/basics-of-binary-trading-for-beginners
https://www.investor.gov/protect-your-investments/fraud/types-fraud/binary-options-fraud
https://www.investor.gov/protect-your-investments/fraud/types-fraud/binary-options-fraud
https://www.fbi.gov/news/stories/binary-options-fraud
https://www.osc.ca/sites/default/files/2020-10/csa_20171212_91-102cp_pro-binary-options.pdf
https://www.osc.ca/sites/default/files/2020-10/csa_20171212_91-102cp_pro-binary-options.pdf
https://www.investopedia.com/articles/forex/022415/trading-forex-binary-options.asp
https://www.investopedia.com/articles/forex/022415/trading-forex-binary-options.asp
https://stoxbox.in/financial-news-hotbox/binary-trading-guide
https://www.fca.org.uk/news/news-stories/consumer-warning-about-risks-investing-binary-options
https://www.fca.org.uk/news/news-stories/consumer-warning-about-risks-investing-binary-options
https://www.asc.ca/news-and-publications/news-releases/2018/10/canadian-securities-regulators-announce-ban-on-binary-options

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41

42.

43.

44,

urities-regulators-announce-ban-on-binary-options
CSA Multilateral Notice of Multilateral Instrument 91-102 Prohibition of Binary

Options and Related Companion Policy - Ontario Securities Commission,
accessed April 19, 2025,
https://www.osc.ca/en/securities-law/instruments-rules-policies/9/21-102/csa-mul
tilateral-notice-multilateral-instrument-91-102-prohibition-binary-options-and-re
lated

What Are Binary Options: Definition, How Do They Work, and Example |
LiteFinance, accessed April 19, 2025,
https://www.litefinance.org/blog/for-beginners/what-are-binary-options/
Ultimate Guide to Binary Options | Complete Controller, accessed April 19, 2025,
https://completecontroller.com/binary-options-all-there-is-to-know-before-you-i
nvest/

Introduction to Binary Options Trading - NerdWallet, accessed April 19, 2025,
https://www.nerdwallet.com/article/investing/binary-options-trading

What are Binary Options? - Financial Commission, accessed April 19, 2025,
https://www.financialcommission.org/what-are-binary-options/

Binary Options and Forex — A Trading Comparison | Finance Magnates, accessed
April 19, 2025,
https://www.financemagnates.com/executives/insights/binary-options-forex-tradi

ng-comparison/
What Are Binary Options? How They Work, Types, and Risks - Quadcode,

accessed April 19, 2025, https://quadcode.com/glossary/what-are-binary-options
Payouts in Binary Options - TradingPedia, accessed April 19, 2025,
https://www.tradingpedia.com/binary-options-academy/payout/

Binaries Payout Concept :: Dukascopy Bank SA, accessed April 19, 2025,
https://www.dukascopy.com/swiss/english/binary-options/binaries-payout-conce
pt/

The Most Important Technical Indicators for Binary Options - Investopedia,
accessed April 19, 2025,
https://www.investopedia.com/articles/active-trading/022615/most-important-tec
hnical-indicators-binary-options.asp

Risks vs Return with Binary Option Trading - Theseus, accessed April 19, 2025,
https://www.theseus fi/bitstream/10024/120432/2/Kiiskinen_Eemi.pdf

. Forex Trading and Binary Options - SoFi, accessed April 19, 2025,

https://www.sofi.com/learn/content/binary-options-and-forex/
Best Binary Options Brokers: What to Look For Before You Trade - Accounting

Insights, accessed April 19, 2025,
https://accountinginsights.org/best-binary-options-brokers-what-to-look-for-bef
ore-you-trade/

Differences Between Forex & Binary Options Trading - TradingPedia, accessed
April 19, 2025,
https://www.tradingpedia.com/binary-options-academy/differences-between-for

ex-and-options/
Forex or Binary Options? - PAXFOREX, accessed April 19, 2025,



https://www.asc.ca/news-and-publications/news-releases/2018/10/canadian-securities-regulators-announce-ban-on-binary-options
https://www.osc.ca/en/securities-law/instruments-rules-policies/9/91-102/csa-multilateral-notice-multilateral-instrument-91-102-prohibition-binary-options-and-related
https://www.osc.ca/en/securities-law/instruments-rules-policies/9/91-102/csa-multilateral-notice-multilateral-instrument-91-102-prohibition-binary-options-and-related
https://www.osc.ca/en/securities-law/instruments-rules-policies/9/91-102/csa-multilateral-notice-multilateral-instrument-91-102-prohibition-binary-options-and-related
https://www.litefinance.org/blog/for-beginners/what-are-binary-options/
https://completecontroller.com/binary-options-all-there-is-to-know-before-you-invest/
https://completecontroller.com/binary-options-all-there-is-to-know-before-you-invest/
https://www.nerdwallet.com/article/investing/binary-options-trading
https://www.financialcommission.org/what-are-binary-options/
https://www.financemagnates.com/executives/insights/binary-options-forex-trading-comparison/
https://www.financemagnates.com/executives/insights/binary-options-forex-trading-comparison/
https://quadcode.com/glossary/what-are-binary-options
https://www.tradingpedia.com/binary-options-academy/payout/
https://www.dukascopy.com/swiss/english/binary-options/binaries-payout-concept/
https://www.dukascopy.com/swiss/english/binary-options/binaries-payout-concept/
https://www.investopedia.com/articles/active-trading/022615/most-important-technical-indicators-binary-options.asp
https://www.investopedia.com/articles/active-trading/022615/most-important-technical-indicators-binary-options.asp
https://www.theseus.fi/bitstream/10024/120432/2/Kiiskinen_Eemi.pdf
https://www.sofi.com/learn/content/binary-options-and-forex/
https://accountinginsights.org/best-binary-options-brokers-what-to-look-for-before-you-trade/
https://accountinginsights.org/best-binary-options-brokers-what-to-look-for-before-you-trade/
https://www.tradingpedia.com/binary-options-academy/differences-between-forex-and-options/
https://www.tradingpedia.com/binary-options-academy/differences-between-forex-and-options/

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

58.

https://paxforex.org/topmenu/tradingtools/blog/april-2014/forex-or-binary-option
S

Binary option - Wikipedia, accessed April 19, 2025,
https://en.wikipedia.org/wiki/Binary_option

RIS Product intervention order - binary options - The Office of Impact Analysis,
accessed April 19, 2025,
https://oia.pmc.gov.au/sites/default/files/posts/2021/04/ris-product-intervention-o
tc-binary-options-published-1-april-2021.docx

ESMA agrees to prohibit binary options and restrict CFDs to protect ..., accessed
April 19, 2025,
https://www.esma.europa.eu/press-news/esma-news/esma-agrees-prohibit-bina

ry-options-and-restrict-cfds-protect-retail-investors
All About Binary Options Brokers Fees and Commissions - LA Guestlist, accessed

April 19, 2025,
https://laguestlist.com/all-about-binary-options-brokers-fees-and-commissions/
Regulators Warn Investors of Binary Options Risks - Nasdaq, accessed April 19,
2025,
https://www.nasdag.com/articles/requlators-warn-investors-binary-options-risks
-2016-11-14

FINRA Investor Alert: All-or-Nothing Binary Options Frequently Fraudulent -
Investment & Securities Fraud Lawyer - Meyer Wilson, accessed April 19, 2025,
https://investorclaims.com/blog/finra-investor-alert-all-or-nothing-binary-option
s-frequently-fraudulent/

What Are Binary Options? The Key Risks And Rewards - Bankrate, accessed April

19, 2025, https://www.bankrate.com/investing/what-are-binary-options/
Forex & Binary Trading - Faisal Khan, accessed April 19, 2025,

https://faisalkhan.com/knowledge-center/essays/forex-binary-trading/

FCA Makes Binary Options Ban for Retail Investors Permanent - Finance
Magnates, accessed April 19, 2025,
https://www.financemagnates.com/binary-options/regulation/fca-makes-binary-
options-ban-for-retail-investors-permanent/

Beware of Off-Exchange Binary Options Trades | CFTC, accessed April 19, 2025,
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/beware_of_off exc
hange binary options.htm

SEC Warns Investors About Binary Options and Charges Cyprus-Based Company
with Selling Them lllegally in U.S., accessed April 19, 2025,
https://www.sec.gov/newsroom/press-releases/2013-2013-103htm

OSC seeks settlement with prediction market | Investment Executive, accessed
April 19, 2025,
https://www.investmentexecutive.com/news/from-the-regulators/osc-seeks-settl

ement-with-prediction-market/
Is Options Trading Gambling? | A Data-Backed Exploration - OptionsTrading.org,

accessed April 19, 2025,

https://www.optionstrading.org/blog/is-options-trading-gambling/
Arbitrage Strategies With Binary Options - Investopedia, accessed April 19, 2025,



https://paxforex.org/topmenu/tradingtools/blog/april-2014/forex-or-binary-options
https://paxforex.org/topmenu/tradingtools/blog/april-2014/forex-or-binary-options
https://en.wikipedia.org/wiki/Binary_option
https://oia.pmc.gov.au/sites/default/files/posts/2021/04/ris-product-intervention-otc-binary-options-published-1-april-2021.docx
https://oia.pmc.gov.au/sites/default/files/posts/2021/04/ris-product-intervention-otc-binary-options-published-1-april-2021.docx
https://www.esma.europa.eu/press-news/esma-news/esma-agrees-prohibit-binary-options-and-restrict-cfds-protect-retail-investors
https://www.esma.europa.eu/press-news/esma-news/esma-agrees-prohibit-binary-options-and-restrict-cfds-protect-retail-investors
https://laguestlist.com/all-about-binary-options-brokers-fees-and-commissions/
https://www.nasdaq.com/articles/regulators-warn-investors-binary-options-risks-2016-11-14
https://www.nasdaq.com/articles/regulators-warn-investors-binary-options-risks-2016-11-14
https://investorclaims.com/blog/finra-investor-alert-all-or-nothing-binary-options-frequently-fraudulent/
https://investorclaims.com/blog/finra-investor-alert-all-or-nothing-binary-options-frequently-fraudulent/
https://www.bankrate.com/investing/what-are-binary-options/
https://faisalkhan.com/knowledge-center/essays/forex-binary-trading/
https://www.financemagnates.com/binary-options/regulation/fca-makes-binary-options-ban-for-retail-investors-permanent/
https://www.financemagnates.com/binary-options/regulation/fca-makes-binary-options-ban-for-retail-investors-permanent/
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/beware_of_off_exchange_binary_options.htm
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/beware_of_off_exchange_binary_options.htm
https://www.sec.gov/newsroom/press-releases/2013-2013-103htm
https://www.investmentexecutive.com/news/from-the-regulators/osc-seeks-settlement-with-prediction-market/
https://www.investmentexecutive.com/news/from-the-regulators/osc-seeks-settlement-with-prediction-market/
https://www.optionstrading.org/blog/is-options-trading-gambling/

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

https://www.investopedia.com/articles/active-trading/040115/arbitrage-strategies
-binary-options.asp

The Psychology of Options Trading - Mastering Your Emotions -
OptionsTrading.org, accessed April 19, 2025,
https://www.optionstrading.org/blog/the-psychology-of-options-trading/

Is Pathological Trading an Overlooked Form of Addiction? - PMC, accessed April
19, 2025, https://pmc.ncbi.nim.nih.gov/articles/PMC5422017/

ESMA adopts final product intervention measures on CFDs and binary options,
accessed April 19, 2025,
https://www.esma.europa.eu/press-news/esma-news/esma-adopts-final-product
-intervention-measures-cfds-and-binary-options

FCA statement on ESMA's temporary product intervention measures applied to
retail CFD and binary option products, accessed April 19, 2025,
https://www.fca.org.uk/news/statements/fca-statement-esma-temporary-produc
t-intervention-retail-cfd-binary-options

Understanding The Legality Of Binary Options Trading: Global Perspectives,
accessed April 19, 2025,
https://www.ajs.org/understanding-the-legality-of-binary-options-trading/
Consultation Paper CP 322 Product intervention: Binary options and CFDs - ASIC,
accessed April 19, 2025,
https://download.asic.gov.au/media/5241542/cp322-published-22-august-2019.pd
f

Crypto-based prediction market settles with OSC - Investment Executive,
accessed April 19, 2025,
https://www.investmentexecutive.com/news/from-the-regulators/crypto-based-
prediction-market-settles-with-osc/

Crypto-based prediction market settles with OSC | Advisor.ca, accessed April 19,
2025,
https://www.advisor.ca/industry-news/regulation/crypto-based-prediction-marke
t-settles-with-osc/

Capital Markets: Derivatives 2024 - Comparisons | Global Practice Guides |
Chambers and Partners, accessed April 19, 2025,
https://practiceguides.chambers.com/practice-gquides/comparison/1246/14126/22
197-22200-22207-22218-22225

Japan's FSA warns against three binary options brokers - LeapRate, accessed
April 19, 2025,
https://www.leaprate.com/news/japans-fsa-warns-against-three-binary-options-
brokers/

jfsa - Finance Magnates, accessed April 19, 2025,
https://www.financemagnates.com/tag/jfsa/

Warning list | FINMA, accessed April 19, 2025,
https://www.finma.ch/en/finma-public/warning-list/

FOREX Licensing by FINMA (Switzerland) - Arincen, accessed April 19, 2025,

https://en.arincen.com/blog/forex-requlations/finma-regulation
Binary Index Trade | Warning list - FINMA, accessed April 19, 2025,



https://www.investopedia.com/articles/active-trading/040115/arbitrage-strategies-binary-options.asp
https://www.investopedia.com/articles/active-trading/040115/arbitrage-strategies-binary-options.asp
https://www.optionstrading.org/blog/the-psychology-of-options-trading/
https://pmc.ncbi.nlm.nih.gov/articles/PMC5422017/
https://www.esma.europa.eu/press-news/esma-news/esma-adopts-final-product-intervention-measures-cfds-and-binary-options
https://www.esma.europa.eu/press-news/esma-news/esma-adopts-final-product-intervention-measures-cfds-and-binary-options
https://www.fca.org.uk/news/statements/fca-statement-esma-temporary-product-intervention-retail-cfd-binary-options
https://www.fca.org.uk/news/statements/fca-statement-esma-temporary-product-intervention-retail-cfd-binary-options
https://www.ajs.org/understanding-the-legality-of-binary-options-trading/
https://download.asic.gov.au/media/5241542/cp322-published-22-august-2019.pdf
https://download.asic.gov.au/media/5241542/cp322-published-22-august-2019.pdf
https://www.investmentexecutive.com/news/from-the-regulators/crypto-based-prediction-market-settles-with-osc/
https://www.investmentexecutive.com/news/from-the-regulators/crypto-based-prediction-market-settles-with-osc/
https://www.advisor.ca/industry-news/regulation/crypto-based-prediction-market-settles-with-osc/
https://www.advisor.ca/industry-news/regulation/crypto-based-prediction-market-settles-with-osc/
https://practiceguides.chambers.com/practice-guides/comparison/1246/14126/22197-22200-22207-22218-22225
https://practiceguides.chambers.com/practice-guides/comparison/1246/14126/22197-22200-22207-22218-22225
https://www.leaprate.com/news/japans-fsa-warns-against-three-binary-options-brokers/
https://www.leaprate.com/news/japans-fsa-warns-against-three-binary-options-brokers/
https://www.financemagnates.com/tag/jfsa/
https://www.finma.ch/en/finma-public/warning-list/
https://en.arincen.com/blog/forex-regulations/finma-regulation

https://www.finma.ch/en/finma-public/warning-list/binary-index-trade/
73. How investors can protect themselves against unauthorised financial market
providers - FINMA, accessed April 19, 2025,

https://www.finma.ch/en/~/media/finma/dokumente/dokumentencenter/myfinma/

6finmapublic/kundenschutz.pdf?sc_lang=en&hash=F3D4421C689239FCD13175D
DC8243C12


https://www.finma.ch/en/finma-public/warning-list/binary-index-trade/
https://www.finma.ch/en/~/media/finma/dokumente/dokumentencenter/myfinma/6finmapublic/kundenschutz.pdf?sc_lang=en&hash=F3D4421C689239FCD13175DDC8243C12
https://www.finma.ch/en/~/media/finma/dokumente/dokumentencenter/myfinma/6finmapublic/kundenschutz.pdf?sc_lang=en&hash=F3D4421C689239FCD13175DDC8243C12
https://www.finma.ch/en/~/media/finma/dokumente/dokumentencenter/myfinma/6finmapublic/kundenschutz.pdf?sc_lang=en&hash=F3D4421C689239FCD13175DDC8243C12

	An Analytical Report on Binary Options Trading: Earnings Potential vs. Significant Risks 
	Works cited 


