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Introduction  
 
 



 CFDs are currently available in the United 
Kingdom, Hong Kong, The Netherlands, 
Poland, Portugal, Germany, Switzerland, 
Italy, Singapore, South Africa, Australia, 
Canada, New Zealand, Sweden, Norway, 
France, Ireland, Japan and Spain. They are 
not traded in the United States. 

Traded worldwide 



What is a CFD? 

 Unlisted financial contracts [OTC] –  

 Agreement between Buyer and Seller 

 To exchange the difference in price  

 Of an underlying instrument [share] 

 Over a period of time [no expiry date] 

 [no physical settlement] 

Definition  



Speculators – in and out, short term trading 

Investors – extract cash from stock positions 

Hedgers – protect long equities with short CFD 

Who uses CFD’s? 

3 



 Not the JSE – OTC 

 Counterparty risk 

 Nedbank 

 Peregrine 

 Saxo 

 Many more… 

CFD providers 
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Benefits 
 
 



 Initial margin 

 Deposit to open the position 

 Typically around 10% 

 Eg http://www.ccpw.co.za/Margins.html  

Gearing/leverage 

http://www.ccpw.co.za/Margins.html
http://www.ccpw.co.za/Margins.html


 Not necessarily more risky 

 Only if you overextend yourself 

 Example: R100k – how many shares? 

 CFD: Assuming 10% margin required 

 Either R100k [same as equities] – or: 

 Use all as deposit and open R1m position,  

 Which amplifies P/L by x10  

 And carries much more risk 

 And is not the way I trade  

Don’t overextend  



 Eg R100k position but only 10% margin –  

 Where does the rest come from? 

 Loan from the CFR provider 

 Lending rates on www.ccpw.co.za/Interest.html 

 

Reference rate SAFEY 20/02/2013 = 4.78% 

Interest on margin: SAFEY –1.5 = 3.28% 

Overnight longs pay: SAFEY +2 = 6.78% 

Overnight shorts earn: SAFEY –3 = 1.28% 

Lending rates 

http://www.ccpw.co.za/Interest.html


 R100k position – Long 

 Kept open for 3 days 

 Lending rate 6.78% 

 Interest = R100k * 3/365 * 6.78% = R55.72 

 For 1 day = R100k * 1/365 * 6.78% = R18.58 

 Not per share, but for the whole R100k position 

Interest example 
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Up, & Down 
 
 



 Long SLM  

 Bought at 43.50, sold  at 44.70 

 3 day trade, +2¾%  

 

 Short NPN  

 Sold at R600 and bought back at R591 

 Made R9 per share 

 How can you sell something you don’t own? –  

 OTC, agreement to exchange price difference 

 Hence the name: CFD, contract for difference 

Long & short examples 







Bull comes up the stairs 
Bear jumps out window 



 Long only equities portfolio 

 Believe the market is coming down 

 Iso selling out, consider –  

 Short selling ALSI or STX40 

 Buying back when things settle 

 Profit from short CFD offsets loss on long EQ 

Hedging  
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Daily profit/loss  
 
 



 Mark to market 

 Daily profit and loss –  

 Into or out of your account 

 Equities: only when you sell 

 CFD’s: daily P/L flow 

MTM 



 Trade: Buy 1000 SHP at R170 
 Exposure = 1000*170 = R170,000 
 Margin = 6%*170k = R10,200 

 
 End of day 1: price went up to R176 
 You made a MTM profit of R6/share = +R6000 in 

 
 End of day 2: price went down to R173.50 
 You made a MTM loss of R2.50ea = –R2500 out 

 
 Sell on day 3: close position at R178 
 You made a MTM profit of R4.50ea = +R4500 in 
 Total profit is R8*1000 = R8000 {=6000-2500+4500} 
 You also get back your initial margin of R10,200 

MTM example 



Shares vs CFD example 

 In your Equities 
account there would 
have been a single 
outflow of R170k for 
the Shoprite shares, 
and then no movement 
over the next 3 days, 
until you sell it at 
R178k, and receive the 
profit all in one go. 

 In your CFD account 
only R10.2k as margin 
would have left your 
account, rest in cash; 

 Then you would have 
had +6000, –2500 and 
+4500 MTM flows over 
the next three days, so 
your P/L received daily 

 And then the R10.2k 
margin returns when 
you close the position. 



 You will get a margin call from your broker, if 

 Your position has decreased below a certain amt 

 You can either top up your margin/deposit 

 Or close some of your positions 

 Or the broker can close it for you 

 

What level? 

 Say when the exposure fell by > initial margin 

 Depends on broker/country/provider 

 Not a bad thing – here for your protection, 10%... 

Margin call 



 What happens to dividends? 

 Cash equivalent –  

 Credited to long holders [receive] 

 Debited from short holders [pay] 

 Into/out of the margin account 

 Mitigates the effect of stock falling on ex.date 

 Dividends settle a week after ex.date 

Dividends  
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Cheaper to trade 
 
 



Equities around 50bps 

CFD’s 25-30bps, iso 40bps 

No monthly fees 

No quarterly fees 

No annual fees 

No trading platform fees 

Costs  



{ { Equities trade at 50bp 

 R100k trade 

 At 50bp is R500 

 Plus STRATE R10.92 

 Plus IPL 0.0002% 

 Plus UST/buy 0.25% 

 Total R761.12 excl. 

CFD trade at 25bp 

 R100k exposure 

 At 25bp is R250 

 Excl.vat  

 No extras 

 Less than ½ of Eq 

 Huge difference 

Costs example 



Costs 


 – Profits  
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How to trade 
 
 



 Phone-in, or –  

 Trading platforms 

 Iress Trader 

 Iress Investor 

 NedTrade 

 N-Trade 

 SaxoTrader 

 SaxoWebtrader 

 SaxoMobiletrader 

How to trade 



 www.iress.co.za 

 za.saxomarkets.com  

 Play with plastic money 

 Get used to the platforms 

 Try before you buy 

Dummy account 

http://www.iress.co.za/
http://za.saxomarkets.com/


 None to open an account 

 Recommended minimum R100k managed 

 Recommended minimum R50k CFD 

 New from Saxo: Equities  75%  CFD’s 

 

Minimum amounts  
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Summary  
 
 



Voting rights? 

How is exposure calculated? 

What is the minimum deal size? 

When does the CFD expire? 

What is margin? 

What are MTM payments? 

What if I cannot meet margin calls? 

When are dividends adjusted? 

How to open an account? 

What are the risks? 

Can orders be placed at any time? 

How are CFD’s taxed? 

 

 

 

 

 

ccpw.co.za/FAQ.html 

 None, don’t own underlying 

 Quantity x Price of underlying 

 1 underlying, ie 1 share = 1 CFD 

 No expiry, no futures rollovers 

 Deposit to open position 

 Daily profit/loss movements 

 Positions may be closed out 

 Ex.date: short pays & long receive 

 Speak to your broker 

 Overexposing yourself/gearing 

 Yes, but trade on when mkt open 

 Depends on each individual 

 

 

 

 

 

http://www.ccpw.co.za/FAQ.html


 Lower costs 

 Geared exposure 

 Long and short 

 Trading platforms [with stop loss + take profit] 

 Real-time position management 

 Linear price relationship to underlying 

 Simple pricing 

 Easy to use 

Features recap 



Q&A 



This publication has been issued by Courtney Capital. It is confidential and 
issued for the information of clients only.  It shall not be reproduced in whole or 
in part without our permission.  The information contained herein has been 
obtained from sources which and persons whom we believe to be reliable but is 
not guaranteed for accuracy, completeness or otherwise.  All opinions expressed 
and recommendations made are subject to change without notice.  No 
information contained herein, no opinion expressed and no recommendation 
made constitutes a representation by us or a solicitation for the purchase or sale 
of any of the securities mentioned herein and we have no responsibility 
whatsoever arising here from or in consequence hereof.  The inventories of 
Courtney Capital may from time to time include securities mentioned herein.  
We advise that Derivatives/Share trading may not be advisable for you and that 
you must discuss the risks in Derivatives trading with your portfolio manager 
before trading. You are to consider the recommendations taking into account 
your risk profile and financial ability to trade in Derivative/Share instruments. 
We shall not be liable in the event of you failing to receive any communication 
from us by means of any medium be it an SMS service, e-mail, website 
notification or telephone call. 

Disclaimer  
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