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Ether, or ETH, the Ethereum blockchain token, is among the world’s leading three
cryptocurrencies. As per the latest data, Ethereum has the second-highest market value at
$560 billion. First up is, unsurprisingly, Bitcoin’s $1.24 trillion. Ethereum leads Binance coin’s
$108.3 billion, placed third. The continuing popularity of cryptocurrencies has seen an
increasing number of trading platforms, providing customers access to crypto markets
worldwide. For example, to trade Ethereum, one only has to follow a provider that offers
‘contracts for difference’ (CFDs) on that cryptocurrency.

Whereas cryptocurrency assets constricted in 2018 and 2019 from their December 2017 peak,
the crypto market rocketed back up through the current year. These assets are now worth
several times more relative to what they were at the preceding peak. There’s every possibility
for a great case for buying them, given that the market is flooded with innovation. In November
2021, ETH’s value was trading close to $4750.

The main reason behind investor infatuation is the digital currency’s integration with the
Ethereum network. Basically, ETH is the driving impetus behind the merits of the Ethereum
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network in general. With the Etherum network providing vast opportunities, ETH is deemed as
more innovative relative to Bitcoin in some investor circles. Backed by many Fortune 500
companies, Ethereum is in use within many corporate ecosystems. For these and reasons too
numerous to count, savvy investors are swiftly adding ETH to their portfolios.

Understanding cryptocurrency CFDs

Cryptocurrencies are digital currencies designed to act as an exchange mediums. They
employ cryptography for tracking transfers and purchases, depending on the internet to
ensure their value and confirm transactions. Ether or ETH is among the popular options.
A CED is an agreement on the basis of an underlying asset, usually a commodity, index,

share, currency pair. Upon opening a CFD trade, you speculate on if you expect the value of
the said underlying asset to appreciate/depreciate. You do not own the asset, rather predicting
a rise/fall in value.

You will be paid multiples of the number of units you have bought/sold, for each point the price
moves in the direction you nominated. Nevertheless, if the price moves in the direction
opposite to your prediction, you will have to accept a loss.

A cryptocurrency CFD permits you to forecast future changes in cryptocurrency value. Several
CFds permit you to open contracts on cryptocurrency performance, compared to fiat currency
— usually USD. However, some providers also provide crypto/crypto CFDs.

How cryptocurrency CFDs work

Cryptocurrency CFDs permit you to speculate on the value of a cryptocurrency pair, like the
following: ETH/USD, BTC/ETH, BCH/USD, LTC/USD, BTC/USD, XRP/USD.

If it seems to you that a cryptocurrency’s rise, you may go long. In case you expect it to
depreciate, you may go short. This lets you in on the potential for you to make a profit in both
rocketing/plunging markets.

A key concept you have to appreciate prior to trading cryptocurrency CFDs is leverage. The
latter is both a vital benefit and disadvantage of this kind of derivative. To open a CFD trade,
you just need to deposit a tiny percentage of the total value of a trade. This could be 20%, 5%,
or less of the whole transaction, called the margin requirement. For example, if you are
opening trade to the tune of $10000, you must pay a deposit of just $500.

Nevertheless, you may still get 100% of gains, provided the price movement is the way you
forecasted.

Margin trading permits you the magnification of your returns. It offers the potential for a far
bigger return from a comparatively minimal initial amount. Conversely, the implication is that
your losses are magnified, given their being calculated on the basis of the full position value.
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You could, hence, actually lose much more than the initial deposit. Prior to getting into
cryptocurrency CFs, this is the primary caveat you have to heed.

Crypto-CFDese: Trade Ethereum with CFDs jargon

Now that you are determined to trade cryptocurrency CFDs, you must understand all critical
terms and technical jargon.

- Ask price

The price at which you may buy a CFD;
- Bid price

The price at which you may sell a CFD;

- Leverage

Leverage is a trading tool permitting you to buy/sell CFDs with more capital than you have in
reality. Since CFDs are leveraged, you just need to deposit a specific percentage of the trade’s
full value to open a position. For instance, in case you open a cryptocurrency position with
$1000 and go for 5:1 leverage, your trade is to the tune of five times the initial outlay — hence,
$5000 rather than the $1000 you committed upfront. Using leverage permits you to enjoy
greater profits in case the price movement is in your favour. However, the implication is also
that of your suffering greater losses when the price movement is against you ;

« Margin

The amount of money you will be asked to deposit to open a CFD position. For instance, in the
event of the margin requirement being 20%, you will be placing a trade to the tune of $1000
and depositing $200 ;

- Stop loss

A trading tool permitting you to set a predetermined price level at which your CFD position will
be closed, a stop-loss order will let you minimise losses in case the market moves against
you.

- Take profit



A take profit order functions similar to a stop-loss order, the vital difference being that you set
the price level at which your position will be closed. Hence, you may secure any profits prior to
the market moving against you.

Cryptocurrency CFDs

Pros

e Margin trading facilitates gain magnification.

e Without owning any cryptos, you may trade cryptocurrencies.

» Cryptocurrency CFDs do away with the need to open a crypto storage wallet or deal with
crypto exchanges.

e Cryptocurrency CFDs may benefit in rocketing/plummeting markets.

* You can get started using fiat currency.

e CFD trading platforms provide better customer support relative to traditional crypto
exchanges.

» Cryptocurrency CFDs give you access to an increasing number of popular cryptos.

e Take profit and stop-loss trading tools available to assist in risk reduction.

Cons

Margin trading implies loss magnification.

You could lose much more than you deposit.

Not for long term holding. Cryptocurrencies are volatile and speculative.

CFDs are speculative.

Trading cryptocurrency CFDs: benefits

Prior to venturing into the cryptocurrency trading space, you will have to choose between
cryptocurrency price movement speculation and buying coins outright thru an exchange. It
pays to understand why cryptocurrency CFDs are now a popular alternative to buying/selling
cryptocurrencies thru an exchange.

Volatility

The cryptocurrency market is volatile. It attracts short term speculative interest and relatively
small trades that have a sizeable impact on prices. The implication is that when trading CFDs,
CFD traders may capitalise on volatility aiming to earn. There are also rapid intraday price
movements, inviting profits.



Improved liquidity

Liquidity measures the ease with which a digital asset may be sold. Liquidity makes possible
faster transaction times and better pricing. Cryptocurrency market transactions are deemed
illiquid. This implies that when you hold cryptocurrency in a wallet can expect poor pricing and

slower transaction times.
Crypto CFDs, when traded, offer better liquidity. You do not possess the asset, and trade

execution can occur swiftly at lower costs.

Trading capability in both rising and plunging markets



