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A Beginner’s Guide to Binary Options: Uncovering the Secrets of Binary Options


Description

Uncover the secrets of binary options and start earning serious profits. A Beginner’s Guide to Binary Options is your one-stop guide to everything that you need to know about trading binary options. It is a handy manual that will teach you what binary options are, how to trade binary options, the different strategies and the keys to success, as well as the common pitfalls which you should be aware of, and more.


Introduction

Congratulations on downloading this book and thank you for doing so.

The following chapters will discuss everything that you need to know about binary options. You will learn what binary options are, how to trade binary options, as well as the different strategies that you can use to rake in serious profits, and more.  

There are plenty of books on this subject on the market, thanks for choosing this one! Every effort was made to ensure it is full of as much useful information as possible, please enjoy!


Chapter 1: Understanding Binary Options

Binary options are similar to forex and stock trading. However, instead of buying stocks or currencies, you merely speculate whether the price of a certain asset will rise or fall at a specified time. Its simplicity is one of the things that draw many investors to binary options. You do not even have to purchase any stock or asset; you only have to wager whether the current price of a certain asset will increase or decrease at the expiry time. Binary options are an option contract that has a fixed risk and fixed payout.

Trading binary options vs. gambling 

There are similarities between trading binary options and gambling. In fact, in some jurisdictions, trading binary options are considered a form of gambling. Like a game of baccarat where you can choose whether the winning hand is either the banker or the player, binary options let you place a wager whether the price of an asset will increase (Call) or decrease (Put) at the expiry time. Similar to gambling, there is also a predetermined payout each time you get the correct outcome.

So, is trading binary options considered gambling? It depends. If you trade binary options using mere guesswork and the success of every trade that you make relies solely on pure luck, then you are gambling. However, if you view your every wager as an investment decision and take the time and effort to research the market, as well as the different assets that are being traded, then you may be considered an investor or trader, and not a mere gambler. Take note, however, that being a gambler is not a completely bad thing, especially once you see how the high rollers dominate the baccarat table.

In the end, whether trading binary options makes you an investor/trader or a gambler does not matter. What matters is how much profit you have made, if any.

Binary options vs. forex and stock trading

Unlike forex and stock trading where you need to purchase currencies or stocks and sell them when their price increases, you do not have to purchase any trading asset when you engage in binary options. You only have to speculate whether the value of an asset will be higher or lower than its current price at the expiry date of the trade. Also, when you trade stocks or currencies, you have no idea how much you can profit in the future. In fact, some stocks that you buy today may not even make any income for you in the future even if you sell them. This is true especially when the value of your stocks drops significantly. In binary options, you will already know the fixed amount that you can earn even before you commence a trade. 

When trading stocks or currencies, you will usually have to wait for weeks, months, or even a year, just to see a significant change in value. In binary options, you can double your investment in less than a day’s time. In fact, you can do it even within an hour.

Another difference is that you do not have to worry about surcharges, volume restrictions and fees, and other charges when you trade binary options.

The Basics

Trading binary options is easy. No matter which platform you use, there are two main options that you need to know:

Call

You should choose the Call option if you think that the value of an asset will be above its current price at the expiry time. 

Put

You should choose the Put option if you think that the value of an asset will be lower than its current price at the expiry time.

Depending on the trading platform that you use, Call/Put option may also be referred to as Above/Below, Up/Down, High/Low, Rise/Fall, and others. It does not matter what nomenclature is used. The trade remains the same. What matters is that you pick the right option (Call or Put), and the value of the underlying stock must match your choice at the end of the trading period.

Strike price

A strike price simply refers to the value at which an underlying asset may be bought or sold at a specified time. When trading binary options, a strike price can be a Call or a Put. For a Call option, the strike price represents the price at which the asset can be bought at a specified time. For a Put option, the strike price signifies the price at which an underlying asset may be sold.

Expiry time

The expiry time refers to the end of a trading period. It is the time when you can determine if you have chosen the right option (Call or Put) and the outcome is revealed. 

In-the-money vs. out-the-money

On the one hand, in-the-money means that you made the right wager. It is a winning position. It means that you have earned a profit. On the other hand, out-the-money is the opposite. It means that you have lost your money in the trade.

Long-term option

This option simply means that the trade will last for a longer duration of time. In binary options, a long-term may refer to a single trading session that lasts for one whole day (24 hours) up to several weeks, though some even last longer than a month. 

Speed option

The speed option is one that is similar to casino gambling because the outcome is revealed in just a few seconds. Speed option trading can be as fast as 30 seconds, 1 minute, or even up to 5 minutes. Of course, you may also encounter different trading periods depending on the platform that you are using. 

One touch option

With one touch option, you need to be able to determine if the value of an asset will exceed a certain level during a trading period. Take note that the value of the asset does not have to maintain such level until the expiry date. All that is needed is for the price of the underlying asset to exceed a certain level during the trading session, whether before or at the expiry time. If you want to earn up to 500%, then this is the way to go. However, this option is not recommended for beginners. You first need to acquire adequate knowledge and skills to handle this option with competence.

Pairs option

Unlike other options, this includes wagering on “pairs,” for example, gold and silver. You need to determine whether one asset will outperform the other within a specified period of time.

Assets

Assets are financial instruments that have value. When trading binary options, you do not have to buy the assets, you simply have to speculate whether their value will rise or fall.

When trading binary options, there are a number of underlying assets that you can choose from: stocks, indexes, commodities, and currency pairs.

Stocks

When trading binary options, it would be helpful if you get yourself acquainted with the performance of various international stocks. But do not worry; the process is still simple. You do not have to purchase any stock. You simply have to determine if the price of a certain stock willrise or fall.

Index

This refers to a group of companies that share the same market sector or stocks that have commonalities. If a company or several companies belonging to the same index perform excellently during a period, then it will have a positive impact upon their index representation. This usually results in an increase in the value of assets, which is a golden opportunity for binary options traders. 

Commodities

When you engage in binary options trading, you will see different kinds of commodities, such as gold, silver, oil, and sugar, among many others. Still, you do not need to buy any commodity, you only have to speculate whether a price of a certain commodity will increase or decrease at the expiry date. 

There are many factors that affect the prices of commodities; therefore, they are harder to predict. If you are a beginner, you should first gain more experience before you deal with commodities.

Currency pairs

There are various currency pairs that you will find when you visit a trading platform. The most common that you will find is EUR/USD. This is the way to trade forex using binary options. The process remains the same. You simply have to determine whether the exchange rate will increase or decrease. The first currency is referred to as the base currency, while the second currency is known as the quote currency.

Bear market vs. bull market

These are terms that are used to describe the status of a market. On the one hand, a bear market signifies a quite negative sentiment, because it means that the prices of certain underlying assets are decreasing or about to drop. On the other hand, a bull market means that the prices of certain underlying assets are increasing or about to increase.

So, is a bear market bad for you? Answer: No. Take note that in binary options, you do not purchase any asset. This is one of the benefits of trading binary options. It has a dual nature. You can make a profit even if the price of certain assets decreases. 

It is important to know if the market is a bear or a bull market so that you will know where to place your wager. If it is a bull market, then you should make a Call; however, if it is a bear market, you should take the Put option. 

OEBPS/d2d_images/cover.jpg
//~7/‘ZS§§\\\\
/M~
/ / HOW TO BE A -

/ BINARY
OPTIONS
TRADING

ANDREW JOHNSON





