
Spread-Betting 

What is Spread-

Betting? 

Spread-Betting Factsheet 

 

The value of assets may fall as well as rise. Past performance is not necessarily a guide to future performance. Using leveraged 

products such as Spreadbets and CFD’s comes with significant risks and you can also lose more than your initial deposit.  

Equitrade Capital Ltd is authorised and regulated by the Financial Conduct Authority.  

Spread-betting, like CFD’s are a derivative product that allows you to speculate 

on the movements of the price of an underlying asset. Unlike CFD’s, Spread-

betting does not use direct market prices. Instead the price to buy and sell assets 

(bid /offer) is produced by a market-maker. The difference between the buy price 

and the sell price is known as the spread, and is based on how liquid (regularly 

traded) the stock currently is. With spread-betting, rather than buying a specified 

quantity of shares you instead buy or sell a pre-determined amount of money 

per point movement of the asset’s price. For example, if the ’stake’ in your cur-

rent position is £5 per point, then every time the share price moves one point 

you gain or lose £5.  Because of this difference of how you fund the trade,  

spread-betting  is currently categorised differently to share dealing and CFD’s 

when it comes to tax. As a result, any profits made through using a spread-

betting product are not subject to capital gains tax.  Tax rules may change.  

Spread-Betting Example 

 
Margin Requirement (Your Initial Deposit) £1000 

£20,000 total market exposure 

Price per point £100 

Margin Requirement  

£950 

Margin Requirement 

£1050 

+5% -5% 

ASSET 

SELL   BUY 

199.5 200 

Spread - 0.5  point 

Profit Scenario Loss Scenario 

Profit inc. spread = £950* 

You make £900 

Loss inc. spread = -£1050*  

You owe £50 

*The above example is for Illustrative purposes and is not necessarily demonstrative of offered leverage rates or spreads, furthermore 

the example does not take into account commission costs or holding fees which would impact profit and loss. 

ASSET 

SELL   BUY 

209.5 210 

Spread - 0.5 point 

ASSET 

SELL   BUY 

189.5 190 

Spread - 0.5 point 

+£100 +£100 +£100 +£100 +£100 +£100 +£100 +£100 +£100 +£100 -£100 -£100 -£100 -£100 -£100 -£100 -£100 -£100 -£100 -£100 

Assuming 5% margin requirement 

-10 points +10 points 

Advantages Risks 

Stamp duty of 0.5% is not taxed on these products. 

 

Ability to magnify profit in a rising or falling market. 

 

Risk management tools such as Stop losses and limit 

orders can be utilised. 

Losses are also magnified, potentially exceeding your ini-

tial deposit. 

 

Any position in an equity has no voting rights.  

 

Due to financing costs leveraged products are less suited 

to a long-term investment.  



 

Spreadbets, carry a very high level of risk. They are not standardised products. 

Therefore, generally, they are not suitable for most retail investors. You should 

only consider trading in Spreadbets if you wish to speculate, especially on a very 

short-term basis, or if you wish to hedge against an exposure in your existing 

portfolio, and if you have extensive experience in trading, in particular during 

volatile markets, and can afford any losses. Spreadbets are not suitable for ‘buy 

and hold’ trading.  The volatility of the stock market and other financial markets, 

together with the extra leverage on your investment, can result in rapid changes 

to your overall investment position. Immediate action may be required to man-

age your risk exposure, or to post additional margin.  

The value of assets may fall as well as rise. Past performance is not necessarily a guide to future performance. Using leveraged products such 

as Spreadbets and CFD’s comes with significant risks and you can also lose more than your initial deposit.  

Equitrade Capital Ltd is authorised and regulated by the Financial Conduct Authority.  

One of the main reasons for choosing to trade through Spreadbets is access to leverage. Why? Because leverage offers a reduced mar-

gin requirement when compared to a full investment - you put in less to potentially gain more. But remember, if the market does not  

react in the way you expect, you can also lose more too.  

Why Choose Spreadbetting ?  

What are the 

main risks of 

investing in 

Spreadbets?  

What can you 

do to try and 

protect  

yourself? 

Equitrade Capital employs a range 

of risk management techniques 

during the life-cycle of a trade to 

help protect your position  

Discuss and agree a trading strategy with your Personal Broker which matches your appetite 

for risk and investment goals. Be clear on what you are prepared to risk and keep your Broker 

informed of any changes to your financial circumstances.  

Stop Losses - Knowing your limit 

To limit losses there is the opportunity to choose ‘stop loss’ limits. This automatically closes 

your position when it reaches a price limit of your choice. Although there are some circum-

stances in which a ‘stop loss’ limit is ineffective - for example, where there are rapid price 

movements, or market closure. Stop loss limits cannot therefore always protect you from loss-

es.  The market is constantly influenced by news, opinions, trends and political decisions which 

can result in unexpected volatility a smartly placed stop loss can help, but there is no 'golden 

rule' for all traders or trades. For each trade, you need to select the appropriate stop loss limit. 

Your Broker will help guide you by considering the trade's time frame (remember - the longer 

a trade is open, the more volatile it will probably be), the target price, the account size and 

current balance, other open positions, general market sentiment (e.g. volatile, nervous, 

awaiting news or other external factors) and how long will the market stay open (e.g. is the 

weekend coming soon or is the market closed overnight)?  

Limiting your Leverage 

The higher the leverage, the faster you gain profit or loss. If you lose, it may be because of 

over leveraging - meaning you chose a leverage level with a risk too high to reasonably man-

age. While trading with smaller investments is an attractive option for avoiding over-

leveraging, it also reduces your potential profit. You should carefully select your leverage ac-

cording to your account volume, appetite for risk and financial circumstances. It's important to 

calculate your order sizes with enough trade capital available to outlast unexpected market 

movements. 

Hedging with Spreadbets 

As Spreadbets allow you to short sell and therefore profit from falling market prices, they are 

often used as a ‘hedging’ tool by investors as ‘insurance’ to offset losses made in their portfoli-

os. For example, if you have a long-term portfolio you wish to keep, but feel that there is a 

short-term risk to the value of your investments, you could use Spreadbets to mitigate a short 

term loss by ‘hedging’ your position. This way, if the value of your portfolio does fall, the profit 

in the Spreadbets would help you offset these losses, thus enabling you to retain your portfo-

lio without incurring any significant loss to its overall value. Whether hedging is a suitable 

strategy for your portfolio will depend on your personal circumstances.  


