Navigating Binary Options Trading in Canada: Legality, Risks,
and Alternatives

I. Executive Summary

The regulatory landscape in Canada regarding binary options trading is unequivocal
and strictly prohibitive for retail investors. Multilateral Instrument 91-102 Prohibition of
Binary Options (Ml 91-102), implemented by the Canadian Securities Administrators
(CSA), makes it illegal to advertise, offer, sell, or otherwise trade binary options with a
term to maturity of less than 30 days with any individual resident in Canada. This ban
reflects the consensus among Canadian regulators that these products are
fundamentally unsuitable for retail investors due to their high-risk, speculative nature
and their overwhelming association with fraudulent activities." Critically, no individual
or firm holds the necessary registration or authorization from any Canadian provincial
or territorial securities commission, or the Canadian Investment Regulatory
Organization (CIRO), to offer any type of binary option product to the Canadian
public.’

Binary options are frequently characterized as wagers rather than legitimate
investments, involving bets on short-term asset price movements with an
“all-or-nothing" outcome.” The vast majority of platforms promoting these products to
Canadians operate from offshore jurisdictions, often without regulatory oversight,
making them vehicles for widespread investment fraud.' Engaging with these
unregistered, offshore platforms exposes investors not only to the inherent risks of the
product but also to significant dangers of financial loss through manipulated software,
refusal of withdrawals, identity theft, and a complete lack of legal recourse.” Canadian
regulators have issued numerous warnings and maintain dedicated resources to
educate the public about these prevalent scams.” Given the legal prohibitions and the
absence of any regulated providers, trading binary options is not a viable or
permissible activity for retail investors in Canada. Individuals seeking investment or
trading opportunities are strongly advised to explore legitimate, regulated alternatives
available through firms properly registered with Canadian authorities."
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ll. Understanding Binary Options
A. Definition and Structure

Binary options represent a specific type of contract whose value is based on a simple
yes/no proposition concerning the performance of an underlying interest within a
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predetermined, often very short, timeframe." This underlying interest can be a
currency pair, a commodity like oil or gold, a stock market index, or an individual
share.! The timeframe for the proposition to be resolved is typically brief, potentially
spanning hours, minutes, or even seconds.’

The defining characteristic of a binary option is its "all-or-nothing" payout structure.’
At the contract's expiry, if the investor's prediction regarding the yes/no proposition
(e.g., "Will the price of Asset X be above Price Y at time Z?") proves correct, they
receive a predetermined, fixed payout amount.” Conversely, if the prediction is
incorrect, the investor typically loses their entire initial investment amount, or wager.'
This structure leads regulators and commentators to frequently compare binary
options to gambling or placing bets rather than engaging in traditional investment
activities.’

It is crucial to understand that binary options generally do not confer any ownership
rights or obligations related to the underlying asset itself.” For instance, a binary
option based on the price movement of a particular stock does not grant the holder
the right to buy or sell the actual stock shares. Similarly, a binary option linked to a
currency exchange rate does not involve the physical delivery of currency. Settlement
is almost invariably made in cash, based purely on whether the predetermined
condition was met at expiry."

B. Common Names and Marketing

Binary options are marketed under a variety of names, which can sometimes cause
confusion for investors. Common aliases include, but are not limited to: "all-or-nothing
options," "asset-or-nothing options," "bet options," "cash-or-nothing options," "digital
options," "fixed-return options," and "one-touch options".'

Canadian securities regulations, specifically Ml 91-102 and its accompanying policy,
clarify that the definition of a "binary option" is intended to capture a range of
products that share the core characteristics described above, regardless of the
specific label used by the platform offering them.? The proliferation of different names
may, in some contexts, represent an attempt by illicit operators to obscure the
product's nature or circumvent simple keyword-based warnings or advertising blocks
implemented by regulators and technology companies.” Therefore, investors must
focus on the structure and payoff mechanism of the product - the yes/no proposition
and the all-or-nothing outcome over a defined period - rather than relying solely on
the name presented. If a financial product fits this structure, it is likely considered a
binary option under Canadian regulations and subject to the associated prohibitions



and risks.

lll. The Official Regulatory Stance in Canada
A. Multilateral Instrument 91-102: The Ban on Short-Term Binary Options

The primary regulatory instrument governing binary options in Canada is Multilateral
Instrument 91-102 Prohibition of Binary Options (Ml 91-102). Developed and
implemented by the Canadian Securities Administrators (CSA), which comprises the
securities regulators of Canada's provinces and territories, this instrument came into
force in most Canadian jurisdictions on December 12, 2017.’

MI 91-102 explicitly prohibits any person or company from advertising, offering,
selling, or otherwise trading a binary option that has a term to maturity of less than 30
days with or to an individual in Canada.' This prohibition extends to trading with any
entity that was created, or is used, solely for the purpose of trading binary options,
effectively preventing circumvention of the ban through shell companies.?

The rationale articulated by the CSA for implementing this ban was clear and
compelling: to protect Canadian investors from what had become the leading type of
investment fraud in the country." Regulators determined that the inherent
characteristics of short-term binary options - their extreme risk, speculative nature
akin to gambling, and the structure that often disadvantages the investor - made
them unsuitable products for individuals.' Furthermore, the overwhelming majority of
platforms offering these products were found to be fraudulent operations.’ The ban
aimed to send an unambiguous message about the illegality and unsuitability of these
products and to disrupt their distribution, including through advertising and payment
processing facilitation.' It is noteworthy that the British Columbia Securities
Commission (BCSC), while not formally adopting MI 91-102, implemented a similar
prohibition through BC Notice 2017/02, ensuring a harmonized approach across
Canada.’

B. Absolute Lack of Registered Providers

A critical point repeatedly emphasized by Canadian securities regulators, both before
and after the implementation of Ml 91-102, is that no individual or firm is registered or
authorized to advertise, offer, or sell any type of binary option product to retail
investors in Canada.’

Offering investment services or products, including derivatives like binary options, is a
regulated activity in Canada.® Any firm or individual engaging in the business of
trading or advising in securities must be registered with the securities commission in



each province or territory where they operate.’ This registration requirement existed
long before the specific ban on short-term binary options was introduced.” The fact
that no entities have ever been successfully registered to offer binary options
underscores the regulators' long-standing view of these products as problematic and
unsuitable for the Canadian retail market. This complete absence of legitimate,
registered providers serves as a fundamental warning: any platform soliciting binary
options business from Canadians is operating outside of Canadian regulatory
oversight and likely illegally.

While M1 91-102 specifically targets binary options with less than 30 days maturity
offered to individuals, the broader regulatory environment effectively prohibits all
binary options for retail investors. Longer-term binary options, though not explicitly
banned by Ml 91-102 for individuals, are still classified as securities and/or
derivatives.® This means they would be subject to stringent requirements, including
dealer registration and potentially prospectus disclosure, which involves detailed
filings reviewed by regulators.” The consistent declaration by the CSA that no one is
registered to sell binary options applies across the board, encompassing both
short-term and longer-term variants.' Furthermore, a proposal by the Investment
Industry Association of Canada (IIAC) suggesting that registered, CIRO-regulated
firms be permitted to offer binary options under a strict framework was considered
and ultimately rejected by the CSA during the rule-making process for Ml 91-102.*
This rejection reinforces the comprehensive regulatory stance against allowing retail
access to these products through any channel, regardless of the term to maturity.

The CSA's approach extended beyond the legal instrument itself. Recognizing the
challenges of enforcing a ban against elusive offshore operators, regulators adopted a
multi-pronged strategy. This involved extensive public awareness campaigns,
including the creation of the dedicated educational website
www.binaryoptionsfraud.ca.' Crucially, the CSA also engaged in dialogue and
collaboration with essential intermediaries used by fraudsters, such as credit card
companies, payment processors, technology firms (like Google and Facebook for
advertising), and mobile app stores, aiming to disrupt the financial and marketing
channels that enabled these scams to reach Canadians.' This broader ecosystem
approach sought to make it significantly more difficult and costly for fraudulent
platforms to target and victimize Canadian residents.

C. How to Verify Registration

Given the prevalence of unregistered and fraudulent investment schemes, Canadian
securities regulators strongly urge investors to always verify the registration status of



any individual or firm before investing money or providing sensitive personal
information.’

The primary tool for this verification is the CSA's National Registration Search,
accessible online at www.aretheyregistered.ca.’ This database allows investors to
check if a firm or individual is registered to trade or advise on securities in any
Canadian province or territory.

Registration is a cornerstone of investor protection in Canada. Securities regulators
will only grant registration to firms and individuals who meet specific qualifications
related to proficiency, integrity, and solvency.' Registered firms are subject to ongoing
oversight and compliance requirements. Dealing only with registered entities provides
investors with a significant layer of protection that is entirely absent when dealing with
unregistered, often offshore, platforms. In addition to checking registration, investors
can also check for any disciplinary history associated with a firm or individual through
resources provided by the CSA and provincial regulators.?® Performing this simple
check is a critical first step in avoiding investment fraud.

IV. Risks and Investor Protection Concerns

Binary options present a dual threat to investors: significant risks inherent in the
product itself and pervasive risks associated with the fraudulent nature of many
platforms offering them.

A. Inherent Product Risks

Even if offered legitimately (which is not the case for retail investors in Canada), binary
options are exceptionally high-risk, speculative instruments.' The "all-or-nothing"
payout structure is a primary source of this risk; a small adverse movement in the
underlying asset's price at the moment of expiry can result in the loss of the entire
amount invested on that trade.’

The extremely short timeframes involved (minutes or hours) make predicting market
movements exceedingly difficult, even for experienced traders, rendering the activity
more akin to gambling than reasoned investment.® The volatility inherent in these
short-term predictions means outcomes can swing rapidly between profit and loss.”
Canadian regulators have explicitly stated that due to these characteristics, binary
options are unsuitable products for most investors, particularly retail individuals.'

B. Pervasive Fraud Risks

The history of binary options is inextricably linked with widespread fraud. At the time



the Canadian ban was implemented, the CSA identified binary options as the "leading
type of investment fraud facing Canadians today"." A significant portion of the online
platforms marketing these products were, and likely still are, not legitimate trading
venues but elaborate schemes designed solely to steal investors' money.' In many
cases reported to regulators, no actual trading ever occurs; the platform merely
simulates trades while misappropriating deposited funds.’

Common fraudulent tactics employed by illicit binary options platforms include:

e Software Manipulation: Rigging the trading software to generate losing trades,
for example, by arbitrarily extending the expiry time of an option that is currently
"in-the-money" (winning) until it becomes a loss.”

e Withdrawal Obstruction: Refusing to process client withdrawal requests,
cancelling requests without reason, demanding excessive documentation, or
simply ceasing all communication when a client attempts to retrieve funds.> Often,
platforms may allow small initial withdrawals to build trust before blocking larger
amounts.*

e Identity Theft: Misusing the sensitive personal and financial information (credit
card numbers, bank account details, copies of identification) collected during the
account opening process for unauthorized withdrawals or broader identity theft.’

e Misrepresentation and Fake Endorsements: Using deceptive marketing, fake
testimonials, false claims of affiliation with legitimate financial institutions, or
unauthorized use of celebrity images (such as Kevin O'Leary) to lend an air of
credibility.” Imposter websites mimicking legitimate firms or regulators are also a
concern.*

The convergence of a high-risk, gambling-like product structure with these prevalent
fraudulent operational practices creates an exceptionally dangerous environment for
investors. They face not only the significant chance of loss inherent in the product's
design but also the high likelihood of being outright defrauded by the platform
operator. This dual threat explains the extremely strong stance taken by Canadian
regulators.

C. Dangers of Offshore, Unregistered Platforms

A key characteristic enabling binary options fraud is the location of the platform
operators. The overwhelming majority of entities targeting Canadians are based
offshore, frequently in jurisdictions known for lax financial regulation and
enforcement.’

Investing with any unregistered firm, particularly one operating offshore, is



consistently highlighted by Canadian regulators as a major red flag for investment
fraud.' The practical consequences for investors are severe: if funds are lost or stolen,
it is often impossible to recover them.' Canadian regulatory bodies and law
enforcement face significant jurisdictional challenges in pursuing actions against
entities operating outside Canada.

Fraudulent platforms may attempt to mask their offshore location by using Canadian
phone numbers (often Voice Over Internet Protocol - VOIP lines) or mailing addresses,
creating a false impression of a local presence.” This geographical and regulatory
distance is a critical element of the fraudsters' strategy, allowing them to operate
largely with impunity concerning Canadian laws and investor protection mechanisms.

D. Regulatory Warnings and Lack of Recourse

In response to the surge in binary options fraud, the CSA and individual provincial and
territorial regulators (including the Ontario Securities Commission (OSC), British
Columbia Securities Commission (BCSC), and Autorité des marchés financiers (AMF)
in Québec) have issued numerous public warnings and investor alerts over the years.'
These alerts consistently caution Canadians about the risks, the lack of registration,
and the prevalence of scams associated with binary options platforms.

Crucially, investors who deal with these unregistered, offshore entities have extremely
limited, if any, avenues for recourse. Canadian dispute resolution services, such as the
Ombudsman for Banking Services and Investments (OBSI), typically lack jurisdiction
over these foreign operators.’® Furthermore, even standard consumer protection
mechanisms like credit card chargebacks may prove ineffective. OBSI has noted cases
where chargeback requests related to binary options purchases were denied because
the transactions, while potentially linked to fraud, technically complied with the
complex rules set by payment card network operators (like Visa or Mastercard),
leaving the investor unable to recover funds through this channel.’ This lack of
recourse underscores the importance of avoiding these platforms entirely.

V. Identifying Binary Options Fraud

Recognizing the tactics used by fraudulent binary options operators is crucial for
self-protection. These schemes often follow a predictable pattern and exhibit
common red flags.

A. Common Fraudulent Schemes and Tactics

The typical binary options scam often begins with unsolicited contact. Potential
victims might receive cold calls, emails, text messages, or see enticing advertisements



on social media platforms or seemingly legitimate news websites.* These initial
contacts often direct individuals to professionally designed websites that mimic
legitimate investment platforms, featuring fake testimonials, fabricated performance
data, or misleading "news" articles.’

To lower the barrier to entry and build trust, platforms frequently offer trial accounts
or promise substantial "bonus" funds upon making an initial deposit.” Once a potential
victim shows interest, they are often handed over to aggressive salespeople,
misrepresented as expert "brokers," "traders," or "account managers," who employ
high-pressure tactics and follow persuasive scripts to encourage deposits.’

A common tactic involves showing small, initial "profits" in the victim's account,
sometimes even allowing a small withdrawal to be processed successfully.* This is
designed to build confidence and convince the victim to invest significantly larger
sums of money. However, when the victim eventually attempts to withdraw their
principal investment or any substantial supposed profits, the platform employs various
stalling tactics or outright refusal. Withdrawal requests may be ignored, cancelled, or
met with demands for excessive documentation or additional fees. Ultimately, the
platform may cease all communication, leaving the investor unable to access their
funds.

Investors should also be aware of "revictimization" scams. After losing money to a
fraudulent platform, victims may be contacted by entities claiming they can recover
the lost funds, usually for an upfront fee. These recovery services are often fraudulent
themselves, aiming to extract more money from already distressed victims.’

B. Red Flags for Investors

Investors should be vigilant for the following warning signs, which strongly indicate a
binary options platform may be fraudulent:

Red Flag Description / Why it's a Relevant Snippets
Warning Sign
Unsolicited Contact Receiving unexpected calls, 7

emails, texts, or social media
messages promoting binary
options. Legitimate firms
typically do not solicit clients
this way.




High/Guaranteed Return
Promises

Claims of unrealistic, high, or
guaranteed returns with little
or no risk. All investments
carry risk, and high returns
usually involve high risk.

High-Pressure Sales Tactics

Being pressured to make
immediate decisions, deposit
funds quickly, or invest more
than intended. Legitimate
advisors allow time for
consideration.

Claims of Low Risk

Marketing binary options as a

"low-risk" way to make money.
These products are inherently
high-risk and speculative.

Large Bonuses Offered

Offering significant bonus
funds for opening an account
or making deposits. Often tied
to unrealistic trading volume
requirements making
withdrawal impossible.

Offshore & Unregistered

The firm is based overseas
(even if using a Canadian
contact number) and is not
listed on aretheyregistered.ca.
A major indicator of potential
fraud.

Requests for Sensitive
Information/Access

Asking for credit card details,
copies of ID, utility bills early
on, or requesting installation
of remote access software
(e.g., AnyDesk, TeamViewer)
on your computer.

Withdrawal
Difficulties/Refusals

Experiencing delays, excuses,
excessive demands, or
outright refusal when
attempting to withdraw funds.
A classic sign of a fraudulent




operation.

Unauthorized Celebrity Using images or names of 34
Endorsements famous individuals (like
business personalities or
actors) without permission to
promote the platform.

It is important to note that binary options fraud targets a wide demographic. Victims
are not limited to the wealthy or financially sophisticated; they include students,
seniors, blue-collar workers, and average Canadians simply looking for ways to make
money.* The scams often prey on common financial aspirations and leverage the
perceived complexity of financial markets to mislead individuals. This broad targeting
underscores the need for universal vigilance and education.

Furthermore, the adaptability of fraudsters is a concern. As regulators crack down on
specific products like binary options, illicit operators may pivot to promoting other
complex, high-risk instruments such as Contracts for Differences (CFDs) or
crypto-asset related schemes, using similar fraudulent tactics.?® Therefore, investor
awareness must extend beyond just the term "binary options" to encompass the
underlying red flags of investment fraud in general.

C. What to Do if Targeted or Victimized

Individuals who believe they have been targeted by or lost money to a binary options
scam should take immediate action:

1. Contact Your Local Securities Regulator: Report the incident immediately to
the securities commission in your province or territory. They can provide guidance
and track fraudulent activities."

2. Contact Financial Institutions: Notify your bank and credit card companies
about any unauthorized transactions. Request chargebacks for any deposits
made, although success is not guaranteed. Consider cancelling affected credit
or debit cards to prevent further unauthorized charges.’

3. Report to Law Enforcement: File a report with your local police service and the
Canadian Anti-Fraud Centre.

4. Cease Contact: Stop all communication with the fraudulent platform and any
associated individuals. Do not send any further funds, regardless of promises
made.

5. Beware of Recovery Scams: Be extremely cautious of unsolicited offers from
companies claiming they can recover your lost funds, especially if they demand



an upfront fee. These are often secondary scams.’

VI. Trading Binary Options in Canada: The Reality

Given the regulatory framework and the nature of the market, the feasibility of legally
and safely trading binary options as a retail investor in Canada must be addressed
directly.

A. Reiteration of lllegality for Individuals (<30 Day Options)

As established by Multilateral Instrument 91-102, it is unequivocally illegal for any
entity to advertise, offer, sell, or otherwise trade binary options with a term to maturity
of less than 30 days with or to an individual in Canada." Any platform soliciting such
trades from Canadian residents is, by definition, operating illegally within the
Canadian regulatory system. Engaging with these platforms not only involves
participating in an illegal offering (from the provider's perspective) but also exposes
the investor to the exceptionally high risk of fraud detailed previously.'

B. Status of Longer-Term Binary Options (>30 Days)

While MI 91-102's explicit ban focuses on short-term options (<30 days) offered to
individuals, binary options with longer maturities do not escape regulatory scrutiny.
They are still considered securities and/or derivatives under Canadian securities
legislation.®

Consequently, any person or company wishing to legally offer these longer-term
binary options in Canada would need to be registered as a dealer with the relevant
provincial/territorial securities commissions and potentially become a member of
CIRO.® Furthermore, the offering would likely be subject to prospectus requirements,
necessitating the filing and regulatory review of detailed disclosure documents
outlining the product, its risks, and the issuer's details, unless a specific exemption
applies.®

However, the critical point remains: Canadian securities regulators have consistently
stated that no firms are registered in Canada to offer any type of binary option,
including those with longer terms, to retail investors.’ The CSA's rejection of the IIAC
proposal to allow regulated firms to offer these products further solidifies the stance
that this entire product class is deemed inappropriate for the Canadian retail market.*’

C. Conclusion on Feasibility

Based on the explicit ban on short-term binary options for individuals under Ml 91-102
and the complete absence of any registered firms authorized to offer longer-term



binary options, the conclusion is definitive: It is currently impossible for a retail
investor in Canada to legally and safely trade any form of binary option through
a regulated channel.

Any platform or individual claiming to offer binary options trading services to
Canadian residents is operating outside the bounds of Canadian securities law and
should be avoided entirely. Therefore, outlining steps for account opening, funding,
and placing trades (as requested in the initial query) is irrelevant and potentially
misleading in the Canadian context, as the necessary legal and regulatory framework
for retail participation simply does not exist for this product class. The answer to "How
to trade binary options in Canada?" for a retail investor is: "You cannot legally and
safely do so."

VII. Regulated Investment Alternatives in Canada

While binary options are off-limits, Canada has a well-regulated financial market
offering numerous legitimate investment alternatives for individuals seeking to grow
their capital or generate income.

A. Overview of the Regulated Landscape

Canada's capital markets are overseen by provincial and territorial securities
commissions, whose efforts are coordinated through the CSA." Additionally, the
Canadian Investment Regulatory Organization (CIRO), formed by the amalgamation of
the Investment Industry Regulatory Organization of Canada (IIROC) and the Mutual
Fund Dealers Association of Canada (MFDA), acts as a national self-regulatory
organization (SRO) overseeing investment dealer and mutual fund dealer firms and
their advisors, as well as market surveillance.”

This comprehensive regulatory framework establishes rules governing investment
products, market conduct, and the registration and ongoing obligations of firms and
individuals who provide investment advice or trade securities." Key requirements
include minimum standards for proficiency, capital adequacy, internal compliance
systems, and ethical conduct, all designed to protect investors and foster fair and
efficient markets.” Disclosure requirements, such as prospectuses or simplified
documents like Fund Facts and ETF Facts, ensure investors receive key information
about potential investments.*’ This regulated environment stands in stark contrast to
the opaque, unregulated, and often fraudulent nature of the offshore platforms
typically associated with binary options.

B. Examples of Regulated Products



Investors in Canada have access to a wide range of regulated investment products

through registered firms. Some common examples include:

Product Primary General How Key Relevant
Type Goal(s) Risk Level Returns are Regulator(s Snippets
Generated )
Stocks Growth, Moderate to Capital CSA/Provinci 14
(Equities) Income High Gains, al
Dividends Commission
s, CIRO,
Exchanges
Bonds Income, Low to Interest CSA/Provinci L&
(Fixed Capital Moderate Payments, al
Income) Preservation Principal Commission
s, CIRO
Mutual Varies Low to High Fund Asset CSA/Provinci s
Funds (Growth, (Fund Dep.) Returns al
Income, Commission
Balanced) s, CIRO
Exchange-T | Varies (Often | Low to High Fund Asset CSA/Provinci | 14
raded Index (Fund Dep.) Returns, al
Funds Tracking) Trading Commission
(ETFs) s, CIRO,
Exchanges
Guaranteed Capital Very Low Interest CDIC 14
Investment Preservation, Payments, (Insurance),
Certificates Income Principal Financial
(GICs) Inst.
Regulators
Exchange-T Speculation, High Option CSA/Provinci 13
raded Hedging, Premium, al
Options Income Price Diff. Commission
s, CIRO,
Exchanges

e Stocks (Equities): Represent shares of ownership in publicly traded companies.
Offer potential for capital appreciation (selling shares for more than the purchase




price) and income through dividends paid by the company.' Risk level varies
significantly depending on the company.

e Bonds (Fixed Income): Essentially loans made by investors to governments or
corporations. Typically provide regular interest payments over a set term, with the
original principal amount returned at maturity." Generally considered lower risk
than stocks, but risk varies based on the issuer's creditworthiness and interest
rate movements.

e Mutual Funds: Pool money from numerous investors to invest in a diversified
portfolio of stocks, bonds, or other assets, managed by a professional fund
manager according to a specific investment objective." Offer diversification but
come with management fees (MERs).

e Exchange-Traded Funds (ETFs): Similar to mutual funds in that they hold a
basket of assets, but ETFs trade like individual stocks on major exchanges
throughout the trading day." Often designed to track a specific market index
(e.g., S&P/TSX Composite) and typically have lower management fees than
actively managed mutual funds.

e Guaranteed Investment Certificates (GICs): Deposits made with banks or
other financial institutions for a fixed term (e.g., 1to 5 years). They guarantee the
return of the principal investment and usually pay a fixed or variable rate of
interest." Considered very low risk, often eligible for deposit insurance through
the Canada Deposit Insurance Corporation (CDIC) up to certain limits.>

e Exchange-Traded Options: Standardized contracts traded on regulated
exchanges like the Montreal Exchange.” They give the buyer the right, but not the
obligation, to buy (call option) or sell (put option) an underlying asset (like a stock
or ETF) at a specified price (strike price) on or before a specific date (expiry
date).”” These are complex instruments primarily used for speculation or hedging.
They involve significant risk and require specific account approvals and risk
disclosures from registered brokers.*® Unlike the banned binary options, these are
traded within a regulated framework with standardized terms and clearinghouse
guarantees.

e Other Regulated Products: Investors can also explore other regulated options
such as annuities (insurance contracts providing income streams) ', real estate
investment trusts (REITs) that invest in properties ", treasury bills (short-term
government debt) %, and various structured products offered by financial
institutions.

It is important to recognize that even regulated products carry risks. For example,
Contracts for Differences (CFDs), which allow speculation on price movements
without owning the underlying asset, are permitted under specific IROC/CIRO rules



for registered dealers but are also considered high-risk products subject to strict
oversight and margin requirements.> The presence of regulation provides a
framework for investor protection and market integrity but does not eliminate
investment risk itself.

C. Registered Accounts

Many of these regulated investments can be held within tax-advantaged registered
accounts offered in Canada. These include:

e Tax-Free Savings Account (TFSA): Allows investment earnings and withdrawals
to be tax-free. Subject to annual contribution limits.*

e Registered Retirement Savings Plan (RRSP): Contributions are tax-deductible,
and investments grow tax-deferred until withdrawal, typically in retirement.
Subject to contribution limits based on income.**

e First Home Savings Account (FHSA): Combines features of RRSPs
(tax-deductible contributions) and TFSAs (tax-free growth and withdrawal)
specifically for saving towards a first home purchase.*

Using these accounts can enhance long-term investment returns by reducing or
deferring taxes.

D. Finding Registered Advisors and Firms

As emphasized throughout this report, dealing exclusively with registered firms and
individuals is paramount for investor protection. Investors should verify the
registration status of any firm or advisor they consider working with using the CSA's
National Registration Search at www.aretheyregistered.ca.” For investment dealers
and mutual fund dealers, checking their membership status with CIRO (www.ciro.ca) is
also advisable.” It is important to understand the qualifications, services offered, and
fees charged by any advisor before engaging their services.”

E. Due Diligence and Investor Education

Regardless of the investment product chosen, thorough due diligence is essential.
Investors should take the time to understand how an investment works, its potential
risks and rewards, associated fees, and how it fits within their overall financial goals,
time horizon, and risk tolerance.* Numerous resources are available to help Canadians
become more informed investors, including materials from provincial securities
regulators and dedicated educational websites like the OSC's
www.getsmarteraboutmoney.ca.”



VIll. Conclusion and Recommendations
A. Final Warning

The findings of this analysis are clear and warrant a strong final warning: Binary
options trading is illegal for individuals in Canada concerning contracts with
less than 30 days maturity, and no firms are registered to offer any type of
binary option legally to retail investors. These products are fundamentally high-risk
and have been overwhelmingly associated with fraudulent schemes perpetrated by
unregistered offshore platforms targeting Canadians. Engaging with any platform
offering binary options trading to Canadian residents poses extreme risks, including
the potential loss of entire investments, identity theft, and the lack of any meaningful
legal recourse. Investors are strongly advised to completely avoid any solicitation or
platform related to binary options.

B. Recommendation for Legitimate Investing

For Canadians interested in participating in financial markets, the recommendation is
unequivocal: Focus exclusively on legitimate, regulated investment products and
services offered by firms and individuals who are properly registered with
Canadian securities regulators. This involves:

1. Verification: Always verify the registration status of any firm or individual using
www.aretheyregistered.ca before investing.

2. Due Diligence: Thoroughly research and understand any investment product,
including its risks, costs, and suitability for your personal financial goals and risk
tolerance.

3. Seek Advice (If Needed): Consider seeking personalized advice from a qualified,
registered financial advisor who understands your circumstances.

4. Utilize Education Resources: Take advantage of the wealth of unbiased investor
education materials provided by Canadian securities regulators.

C. Resource Recap

Investors seeking further information or needing to verify registration should consult
the following key resources:

e Canadian Securities Administrators (CSA): www.securities-administrators.ca’
(for general information and links to provincial regulators)

e CSA National Registration Search: www.aretheyregistered.ca ' (to check
firm/individual registration)

e CSA Binary Options Fraud Information: www.binaryoptionsfraud.ca ' (for
specific information on binary options scams)



e Your Local Provincial/Territorial Securities Regulator: Contact information
available via the CSA website ' (to report fraud or ask questions)

e Canadian Investment Regulatory Organization (CIRO): www.ciro.ca ** (for
information on regulated dealers and market rules)

e OSC Investor Education: www.getsmarteraboutmoney.ca ™ (for general investor
education resources)

By staying within the regulated financial system and exercising appropriate diligence,
Canadian investors can pursue their financial goals while significantly mitigating the
risks associated with fraudulent schemes like those prevalent in the binary options
space.
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