
 Key Informa�on Document – Spread bet on a Commodity 
 Purpose:  This document provides you with key informa�on  about this investment product. It is not marke�ng material. The 
 informa�on is required by law to help you understand the nature, risks, costs, poten�al gains and losses of this product and to 
 help you compare it with other products. 
 Product:  Name of Product:  Spread bet 

 Manufacturer:  Pepperstone  Limited 
 Competent Authority:  Financial Conduct Authority - UK 
 Firm Contact Details:  Web:  www.pepperstone.com/uk  Tel:  +44 (0)800 0465473 
 Date of document:  December 2022 

 You are about to purchase a product that is not simple, and may be difficult to understand. 

 What is this product? 

 Type  Spread bet on commodi�es such  as metals and energy (crude oil) 

 Objec�ves  This product aims to allow investors  to take advantage of prices moving up (long posi�ons) or prices moving 
 down (short posi�ons) on underlying financial instruments. It is o�en used to   speculate   on those markets. 
 Trading this product enables investors to have exposure to price movements of an underlying financial 
 instrument without actually owning it. 

 Intended retail investor 

 Investors who have knowledge or experience of trading in leveraged products, and wish to have exposure to underlying 
 commodi�es, such as; 

 ●  Hedgers who seek to reduce risk by protec�ng an exis�ng exposure against possible adverse price movements in the 
 relevant commodity.  Hedgers have a real interest in the underlying commodity and use Spread bets as a means of 
 preserving their performance; 

 ●  Speculators who use Spread bets with the aim of making a profit on short-term movements. They o�en buy and sell 
 deriva�ves contracts in their own right without transac�ng in the underlying financial instrument. Speculators may 
 have no interest in the underlying financial instrument other than taking a view on the future direc�on of its price. 

 This product is not appropriate for everyone, and should only be used by investors that are able to bear losses, and 
 understand the mechanics and risks of leveraged trading including the use of margin deposits. 

 Term 
 ●  Spread bets are generally used for short term trading, o�en intra-day, so this product has no maturity date or 

 cancella�on period.  We may unilaterally close your Spread bet if you do not maintain sufficient margin in your account 
 at all �mes. 

 What are the risks and what could I get in return? 

 Risk indicator 

http://www.pepperstone.com/uk
https://en.wikipedia.org/wiki/Speculation


 We  have  classified  this  product  as  7  out  of  7,  which  is  the  highest  risk  class.  This  rates  the  poten�al  losses  from  future 
 performance  at  a  very  high  level,  as  this  is  a  leveraged  financial  deriva�ve  and  a  small  movement  in  the  underlying  market  may 
 have a large impact on the value of the Spread bet. 

 The  spread  bet  products  that  we  offer  are  not  listed  on  a  regulated  market,  and  can  only  be  closed  with  us  and  not  with  any 
 other  Spread  bet  provider.  If  you  fail  to  maintain  an  adequate  margin  deposit  to  cover  any  losses,  we  may  close  your  posi�on 
 without further reference to you. 

 Be  aware  of  currency  risk.  You  may  receive  payments  in  different  currency,  so  the  final  return  you  will  get  depend  on  the 
 exchange rate between the two currencies. This risk is not considered in the indicator above. 

 This  product  does  not  include  any  protec�on  from  future  market  performance  and  in  some  circumstances,  you  may  be  required 
 to  make  further  payments  to  maintain  your  posi�on.  As  a  retail  client,  the  total  loss  you  may  incur  is  limited  to  the  funds  in 
 your trading account. 

 If  we  are  not  able  to  pay  you  what  is  owed,  you  could  lose  your  en�re  deposit,  however,  you  may  benefit  from  a  consumer 
 protec�on  scheme  (see  sec�on  “what  happens  if  we  are  unable  to  pay  you”).  The  indicator  shown  above  does  not  consider  this 
 protec�on. 

 Investment Performance Informa�on 

 The  purpose  of  this  product  is  to  enable  you  to  speculate  on  future  movements  in  the  prices  of  a  commodity  such  as  oil  without 
 actually dealing in the market and without having to deliver, or take delivery of (and pay for) any oil. 

 In  the  long  term,  movements  in  the  price  of  oil  are  determined  by  the  balance  of  supply  and  demand.  Demand  may  arise  from 
 the  need  to  heat  premises  in  cold  weather,  the  need  for  fuel  to  transport  goods,  or  requirements  for  inductrial  processes  either 
 for  energy  or  as  a  raw  material  in  products  such  as  plas�cs.  Supply  can  be  affected  by  geoploital  issues  taking  sources  offline,  or 
 from  commercial  decisions  by  individual  producers  are  groups  of  producers  to  increase  or  reduce  produc�on  as  a  means  of 
 managing the price. In the short term, they are driven by specula�on as to how these factors will move in the future. 

 This  product  is  priced  according  to  our  execu�on  policy  to  accurately  track  the  spot  price  of  West  Texas  Intermediate  crude  oil. 
 However,  you  should  note  that  where  a  posi�on  is  held  overnight  we  will  apply  a  swap  to  the  posi�on  to  reflect  the  difference 
 between the spot price for one day and the spot price for the next. 

 In  most  financial  markets  the  overnight  swap  reflects  borrowing/lending  rates  and  any  dividends  accruing.  However,  in  the  case 
 of  commodi�es  this  will  depend  on  market  condi�ons.  The  forward  price  may  reflect  the  costs  of  acquiring  the  commodity  and 
 holding  it  overnight.  This  results  in  a  forward  price  that  is  higher  than  the  spot  price.  This  is  called  ‘contango’.  However,  where 
 stocks  of  the  commodity  for  spot  delivery  are  limited,  the  spot  price  on  the  following  day  may  be  lower  as  a  result  of  addi�onal 
 produc�on  coming  on  to  the  market.  This  is  called  backwarda�on.  If  you  hold  a  posi�on  open  for  a  number  of  days,  the  net 
 profit  or  loss  on  your  trade  will  be  affected  by  whether  the  market  is  in  contango  or  backwarda�on  and  not  simply  on  whether 
 the spot price was higher or lower on the day you closed the trade than on the day you opened it. 

 We  apply  two  charges.  We  charge  a  spread  whenever  you  open  or  close  a  trade.  We  also  apply  a  spread  to  the  overnight  swap. 
 These charges are illustrated below. 

 The  Oil  market  generally  trades  in  US  Dollars.  And  the  prices  we  quote  are  based  on  US  Dollars  per  barrel  of  oil.  However,  spread 
 bets  are  typically  traded  in  pounds  per  point.  This  means  that  for  each  pip  you  make  or  lose  you  will  make  or  lose  that  number 
 of pounds rather than dollars. 

 Effect of leverage 

 Please note that leverage will magnify any profits or losses based on the price movements in the underlying 
 financial instrument.  For example, on a leverage of 10:1 you would be required to deposit and maintain a 
 minimum ini�al margin deposit of 10% of the no�onal value of your contract. 

 In the performance scenarios above, based on a no�onal contract value of £6,000 and leverage of 10:1, you would be 
 required to deposit £600 as ini�al margin.  If the value of underlying financial instrument moved against you by more than 
 10%, you would lose all of your ini�al margin deposit. 
 What happens if we are unable to pay out? 

 We  par�cipate  in  the  Financial  Services  Compensa�on  Scheme  (FSCS),  which  means  you  may  be  en�tled  to  compensa�on  from 
 the  FSCS  if  we  are  unable  to  pay,  subject  to  a  maximum  compensa�on  of  GBP  85,000.  Further  informa�on  about  the 
 compensa�on  is  available  from  the  Financial  Services  Compensa�on  Scheme,  10  th  Floor,  Beaufort  House,  15  St  Botolph  Street, 
 London EC3A 7QU, United Kingdom (  www.fscs.org.uk  ). 

http://www.fscs.org.uk/


 What are the costs? 

 Costs over �me 
 The Reduc�on in Yield (RIY) shows what impact the total costs you pay will have on the investment return you might get. The 
 total costs take into account one-off, on-going and incidental costs. The amounts shown here are the cumula�ve costs of the 
 product itself, for an illustra�ve holding period of one day. The figures assume a no�onal contact value of £8,000  with a 
 minimum ini�al margin deposit of £800. The figures are es�mates and may change in the future. Please visit our website 
 www.pepperstone.com/uk  for further details on our  costs and charges. 

 The person selling you or advising you about this product may charge you other costs. If so, this person will provide you with 
 informa�on about these costs, and show you the impact that all costs will have on your investment over �me. 

 Cost Scenarios 
 No�onal value £8000 

 Long 
 If you close a�er one day 

 Short 
 If you close a�er one day 

 Total costs  £1.40  £1.40 

 RIY as a percentage of no�onal value 
 RIY as a percentage of ini�al margin 

 0.018% 
 0.18% 

 0.018% 
 0.18% 

 Composi�on of costs 
 This table shows the different costs involved with our Spread bet products: 

 Long  Short 

 One-off costs  Entry and exit 
 costs - Spread  £0.60  £0.60 

 The spread is the difference between the buy price and the sell 
 price that we quote on our trading pla�orm and is payable on 
 opening and closing a contract.   You could pay more or less 
 depending on the spread rates at the �me of contract. 

 Recurring costs  Overnight 
 holding costs  £0.80  £0.80 

 Where you hold a posi�on overnight, an overnight holding cost 
 may be debited or credited to your account based on financing 
 rates. 

 Incidental costs 

 Currency 
 conversion 

 Distributor 
 fee 

 A currency conversion fee may be charged where your trades are denominated in a currency 
 other than the base currency of your account. 

 Where permi�ed by applicable law, we may share a propor�on of our spread, commissions and 
 other account fees with other persons including a distributor, that may have introduced you. 

 How long should I hold it and can I take money out early? 

 Spread bets are generally used for short term trading on price movements, o�en intra-day.  This product has no minimum or 
 recommended holding period and you can close your contract at any �me during market hours. 
 How can I complain? 

 If you have any complaints about the product or conduct of  Pepperstone Limited  or the person advising on  or selling the 
 product, you may lodge your complaint in one of the three ways: 

 ●  You can contact us by calling our Customer Services team on  +44 (0)800 0465473  who will explain what  to do; 
 ●  You can log your complaint by emailing us on  compliance.uk@pepperstone.com 
 ●  You can write to us at Pepperstone Limited, 70 Gracechurch Street, London EC3V 0HR United Kingdom 

 A�er receiving our final decision for the relevant complaint, if you are s�ll dissa�sfied with our handling or findings in rela�on to 
 that complaint, you may refer the ma�er to the Financial Ombudsman Service, Exchange Tower, Harbour Exchange, London, E14 
 9SR, United Kingdom  www.financial-ombudsman.org.uk  for further inves�ga�on and resolu�on. 
 Other relevant informa�on 
 This document is only a high-level summary of this product.  You can find our Key Informa�on Documents and further 
 informa�on, including performance scenarios, rela�ng to the other products we offer together with all the terms and policies on 
 our website at  www.pepperstone.com/uk 
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