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COMMODITIES AND
CONTRACTS FOR
DIFFERENCE



https://www.fortrade.com

“We want to perceive ourselves as winners,
but successful traders are always focusing on their losses.”

Peter Borish
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FORTRADE UK - RISK WARNING AND DISCLAIMER

CFDs are complex instruments and come with a high risk of losing money rapidly
due to leverage.

74% of retail investor accounts lose money when trading CFDs with this provider.

You should consider whether you understand how CFDs work and whether you can
afford to take the high risk of losing your money. Be Aware: You can lose all, but not
more than the balance of your Trading Account. These products may not be suitable
for all clients therefore ensure you understand the risks and seek independent advice.
This material does not constitute an offer of, or solicitation for, a transaction in any
financial instrument. Fortrade accepts no responsibility for any use that may be made
of the information and for any consequences that result. No representation or warranty
is given as to the accuracy or completeness of this information, consequently, any
person acting on it does so entirely at their own risk. The information on this site
is not directed at residents of the United States or Belgium and is not intended for
distribution to, or use by, any person in any country or jurisdiction where such
distribution or use would be contrary to local law or regulation.

FORTRADE CANADA - RISK WARNING AND DISCLAIMER

CFDs are complex instruments and come with a high risk of losing money rapidly due
to leverage. You should consider whether you understand how CFDs work and whether
you can afford to take the high risk of losing your money. Be Aware: You can lose all, but
not more than the balance of your Trading Account. These products may not be suitable
for all clients therefore ensure you understand the risks and seek independent advice. You
do not own, or have any interest in, the underlying assets. Fortrade Canada Limited is an
Order Execution Only broker, and does not provide investment advice or recommendation.
Fortrade is a member of the Canadian Investment Regulatory Organization (CIRO) and
a member of the Canadian Investor Protection Fund (CIPF). Fortrade Canada Limited is
authorised to provide CFD trading services in all provinces in Canada except Quebec.
Residents of Alberta province are required to be Accredited Investors to trade CFDs.

FORTRADE AUSTRALIA - RISK WARNING AND DISCLAIMER

CFDs and margin FX are leveraged products that carry a high level of risk to your
capital. You should only trade with money you can afford to lose. Be Aware: You can lose
all, but not more than the balance of your Trading Account. You do not own, or have any
rights to, the underlying assets. Past performance is no guarantee of future performance.
This information is intended to be general in nature and is not financial product advice.
Any advice contained on this website or provided to you by Fort Securities Australia Pty
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Ltd is general advice only and has been prepared without considering your objectives,
financial situation or needs. Before acting on any information, you should consider the
appropriateness of the information provided and the nature of the relevant financial product
having regard to your objectives, financial situation and needs. We encourage you to obtain
dependent financial advice and consider our Financial Services Guide (FSG), Product
Disclosure Statement (PDS) and Target Market Determination (TMD) to determine if this
product is suitable for you before deciding to enter into or obtain any financial products
issued by us.

FORTRADE CYPRUS - RISK WARNING AND DISCLAIMER

CFDs are complex instruments and come with a high risk of losing money rapidly due to
leverage.

69.54% of retail investor accounts lose money when trading CFDs with this provider.

You should consider whether you understand how CFDs work and whether you can afford to
take the high risk of losing your money. Be Aware: You can lose all, but not more than the balance
of your Trading Account. These products may not be suitable for all clients therefore ensure you
understand the risks and seek independent advice. This material does not constitute an offer of,
or solicitation for, a transaction in any financial instrument. Fortrade accepts no responsibility
for any use that may be made of the information and for any consequences that result. No
representation or warranty is given as to the accuracy or completeness of this information,
consequently, any person acting on it does so entirely at their own risk. The information on this
site is not directed at residents of the United States or Belgium and is not intended for distribution
to, or use by, any person in any country or jurisdiction where such distribution or use would be
contrary to local law or regulation.

FORTRADE MAURITIUS - RISK WARNING AND DISCLAIMER

CFDs are complex instruments and come with a high risk of losing money rapidly due to
leverage. Be aware, as a retail client you can lose all, but not more than the balance of your
trading account due to Fortrade’s negative balance protection.
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TRADING COMMODITIES AND CFDs

How important is it to keep up with current global events?

What can a sharp sense of logic and a keen eye for cause and effect do?

Commodities or raw materials, including metals, energy, agricultural, and other primary
products, have been long traded in the market, their prices dictated by a complex interplay
of factors such as supply and demand, geopolitical events, natural disasters, and government
policies.

Being up to date on these factors contributes to successful speculation about the direction
in which prices will go. For those who believe their predictions are likely to come true,
enough to be willing to financially back that perceived certainty, trying their hand at the
commodity contracts for difference might be just the thing.

Since participating in contracts for difference doesn’t entail physically handling
commodities, CFDs are primarily traded for speculation and risk hedging rather than the
actual exchange of physical goods. This means that using CFDs is not a mere interaction
between owners and buyers, but involves speculators — who make their profits off their
accuracy in estimating (“speculating”) the price movements of commodities.

For these participants, the variety of available tradable commodities has expanded
significantly over the past few decades, with commodity CFDs expanding to include
energies, livestock, foodstuffs, industrials, and metals — the most popular of which is
certainly and consistently gold.

GOLD AS A COMMODITY

As the oldest precious metal known to man, and geologically found throughout the world,
gold has been purposed for art, jewelry, and coinage. It has been a relative standard for
currency equivalents specific to economic regions until recent times and has historically
been used as money since the early days of its discovery. The majority of existing gold is
already in storage or circulation above-
ground, compared to the amount being
newly produced annually. Accordingly,
gold’s price is affected mainly by market
sentiment and its fluctuations. Most of
it is in the accessible form of bullion or
mass-produced jewelry, with the potential
to come back onto the gold market for the
right price. Of the 2500 tons estimated to
be produced annually, around 500 tons are
allocated to exchange-traded gold funds
and retail investors.
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GOLD IN BANKING AND INVESTMENT

“Gold standards” were implemented by many European countries in the latter part
of the 19th century - their currencies pegged to gold at a defined rate per troy ounce.
However, these systems were temporarily suspended due to World War I and its financial
consequences. The US notably suspended the direct convertibility of the United States
dollar to gold and made the transition to a fiat currency system after the 1971 Nixon
Shock, while the last currency to be divorced from gold was the Swiss Franc in 2000.

While central banks do not generally announce gold purchases in advance, along with the
International Monetary Fund, they play an important role in the price of gold. In the mid-
2000s, some central banks like Russia and China, have expressed interest in regrowing their
gold reserves. China has since become a top gold consumer, as Chinese investors began
pursuing investment in gold following the initiative to improve the returns on its official
reserves.

More accessibility due to the development and diversity of gold-backed and gold-related
products, and the lack of its correlation with other assets - means that gold could be used to
diversify investors’ portfolios and hedge against currency risk.
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TRADING ON MARGIN, AND THE ADVANTAGES OF
COMMODITY CFDs

Leverage allows traders augmented buying power compared to their real available capital.
Essentially, it means only paying for a percentage of the full price, by “borrowing” a
determined amount of funds from their broker. The broker will charge interest on the loan.
When trading CFDs on a margin, because a speculator isn’t buying any actual commodities,
the margin payment is more of a good faith deposit to cover possible losses.

This suggests that CFD trading offers advantages to speculators, some of which include:

* Being basically paper investments, without the need to actually hold the commodity

* The potential for higher returns (but also higher losses) at faster rates, due to CFDs
being highly leveraged and their positions being settled on a daily basis

* Very liquid markets, due to high volumes of contracts traded daily

While the above-mentioned lends appeal to trading CFDs, you must keep in mind they are
complex instruments and come with a high risk of losing money rapidly due to leverage as
well. You should consider whether you understand how CFDs work and whether you can
afford to take the high risk of losing your money.

HOW COMMODITIES TRADING WORKS

Each commodity has a bid price and ask price: the price at which you can sell, and the
price at which you can buy, respectively. The difference between these prices is known as
the spread.

Trading with commodities goes
in two directions:

Opening a buy position, also
known as going “long”, refers to
the expectation of profiting from
the underlying commodity’s
price increase .

On the other hand, opening a
sell position or “short” position
means that you are anticipating
the commodity price to decrease,
in which event you make a
profit.

7 [{Titrade fortrade.com


https://www.fortrade.com

Your trade makes a profit in the event of the market going in the direction you predicted
by the position you opened, and conversely — if prices go in the direction opposite of that
which you anticipated in taking a position, you lose money.

Put shortly: If you think a market is set to rise, you will open a buy position at the ask
price; if you think the market is set to fall, you will open a sell position at the bid price.

For example, let’s say we’re currently quoting GOLD USD-Oz at 2161.54/2161.75.
2161.54 is the bid price; the price at which you open a sell position.
2161.75 is the ask price; the price at which you open a buy position.

Unlike trading gold in the traditional sense, where the outcome of your trade is allotted to
your balance only after a full physical ownership exchange cycle has been completed (from
purchasing gold from a seller to holding or storing it for an amount of time, and finally
reselling it to a new buyer at a different price) - when trading commodity CFDs, once you
close your position, the difference between your opening and closing trades is accounted to
your balance as profit or loss — representing the D in Contracts For Difference.

DEMO ACCOUNT

Further familiarizing yourself with real-time market conditions is made available to you
by Fortrade. Regardless of their trading instrument of choice, retail traders should and do
always keep in mind that participating in the market always comes with risks regarding their
capital. With this in mind, we provide the option of signing up for a Demo account with us,
to give you the tools to first grow your knowledge and create the foundation for building
skills you’ll be confident in — by practicing CFD trading using a budget of virtual money.
Make your entrance into the world of commodities and contracts for difference by finding
more information and signing up for a Demo account on our website, Fortrade.com.
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For more info, please be welcome to contact our
call-center or explore our website.


https://www.fortrade.com/

