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THE
BLACKWELL
ADVANTAGE

BLACKWELL GLOBAL

Blackwell Global is a global brokerage, aiming to be 
the most trusted financial service provider. We are 
committed to transparency, integrity and service 
excellence.

Founded in 2010, we now have global presence in 
over 90 countries, with main offices in the separately 
regulated markets of Australia, Cyprus, New Zealand 
and the United Kingdom.

We believe that sound investment and trading decisions 
begin with a strong grounding in financial education. 
Our goal is to make this available to everyone - and this 
free eBook is part of that commitment. 

To find out more about Blackwell Global, please visit: 
www.blackwellglobal.com

blackwellglobal.com

http://www.blackwellglobal.com
http://blackwellglobal.com
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SHOULD
I BELIEVE
THE HYPE?

FOREWORD

It’s fair to say the cryptocurrencies phenomenon 
shows no signs slowing. It’s a trend that has caught the 
imagination of investors and first time retail traders.

For instance, at the time of writing, we’ve seen Bitcoin 
breakthrough $17,0000 threshold. That’s a staggering 
price considering one Bitcoin was worth approximately 
$1,000 at the start of 2017.

However, f you’re thinking of investing in 
cryptocurrencies, you might be wondering whether 
you should buy the ‘physical’ cryptocurrency, or trade 
cryptocurrency CFDs. This eBook will help you make an 
informed decision.

Patrick Latchford
CEO, Blackwell Global Investments (UK) Limited

blackwellglobal.com
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EXPLORING
THE
BASICS

WHAT ARE CRYPTOCURRENCIES?

The cryptocurrency movement started with an entity known as 
Bitcoin. Many describe this as a ‘digital currency’ that is free from 
a single authority, whether that be a central bank, government or 
private company.

Other cryptocurrencies have followed suit. These digital currencies 
are often described as ‘decentralised’. This simply means that no 
organisation owns the cryptocurrency. 

For example, Bitcoin was created as a ‘peer-to-peer’ digital 
currency. Specifically, Bitcoin transactions aren’t stored on 
one central server owned by an organisation. Rather, Bitcoin 
transactions are shared between all Bitcoin users on a public 
ledger.

The transaction mechanics of cryptocurrencies also rely on peer-
to-peer coordination. The ‘buyer’ and ‘seller’ simply create a digital 
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file, which contains their respective wallet keys, along with the 
transaction amount.

Cryptocurrencies use cryptography (hence the ‘crypto’ prefix) 
to keep transactions safe and secure. Once a transaction file is 
created, they are typically verified by people known as miners. 
Miners are essentially community curators - they use computer 
software to verify transactions before sharing them to a public 
ledger.  

Like traditional currencies, cryptocurrencies exist to facilitate the 
purchase of goods and services. 

In recent times, cryptocurrencies have become popular with 
investors too. The reason for this is that cryptocurrencies like 
Bitcoin have ‘caps’. In the case of Bitcoin, there are approximately 
17 million (of a maximum 21 million) in circulation. If we follow 
the laws of supply and demand, we know the value of Bitcoin will 
increase as its supply falls.

blackwellglobal.com
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POPULAR
DIGITAL
CURRENCIES

THE TOP FIVE CRYPTOCURRENCIES

In addition to Bitcoin, there are many other cryptocurrencies that 
exist. Each cryptocurrency has distinguished points of difference 
relating to decentralisation and mining. 

Below is a summary of the world’s most popular cryptocurrencies:

Bitcoin: This cryptocurrency currently accounts for nearly half 
of the entire digital currency market. A major factor driving the 
popularity of Bitcoin is the limited availability of these coins, since 
its creator limited it to a maximum of 21 million units. This means 
the Bitcoin’s value is likely to continue rising as long as more 
people buy it. It’s this dynamic that will encourage people to hold it 
for the long term, as opposed to spending it to purchase products.

Ethereum: The second most valuable cryptocurrency after Bitcoin, 
Ethereum is a programmable blockchain that allows developers to 
build all sorts of distributed apps and technologies. This platform, 
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first envisaged by a 19-year-old Bitcoin programmer, enabled 
many companies to raise hundreds of millions of dollars in funding 
for their Ethereum-based projects. Although the currency has 
faced some scaling issues, developers of this platform are working 
to resolve this. The currency is likely to adopt a new and more 
efficient ‘Proof of Stake’ transaction verification system.

Ripple: Released in 2012, Ripple is different from other digital 
currencies, since it does not use a public ledger (blockchain) to 
establish consensus for transactions. Instead, it uses an iterative 
consensus process that is faster than the Bitcoin network. Since 
Ripple’s structure doesn’t require mining, it reduces the usage 
of computing power and minimises network latency. But as 
discovered by another rival network, this can expose the entire 
network to attacks, making it unsafe. Ripple, however, has found 
favour with various financial institutions, including Japan’s large 
banks, to test a public ledger (blockchain) and possibly implement 
it in the future.

Bitcoin Cash: This recently introduced cryptocurrency has 
become highly popular largely because of support from the Bitcoin 
mining giant ASICs. A new and revised version of Bitcoin, Bitcoin 
Cash aims to do away with the SegWit feature of the original 
Bitcoin, which makes for cheaper transactions.

New Economy Movement (NEM): This cryptocurrency is 
different from others, since it works on ‘Proof of Importance’, 
rather than ‘Proof of Work’ or ‘Proof of Stake’ features to verify a 
transaction. The ‘Proof of Importance’ algorithm tracks a user’s 
transactions to determine how important that user is to the overall 
NEM economy.
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HOW TO
TRADE DIGITAL
CURRENCIES

TRADING CRYPTOCURRENCIES

So how can you ‘trade’ cryptocurrencies? Well, you essentially have 
two options:

First, you can actually buy the physical cryptocurrency itself. This is 
essentially an investment, where you buy an asset in the hope that 
its value appreciates over time.

Secondly, you can trade a cryptocurrency CFD. This gives you 
the ability to speculate on the future price of the cryptocurrency 
without actually ‘owning’ it.

We’ll explore both of these options in detail using the world’s most 
popular cryptocurrency - Bitcoin - as an example.

WHY BUY BITCOIN?

Clearly, Bitcoin has attracted the attention of investors and traders, 
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beginners and experts, believers and sceptics.

No other asset in history has recorded such jaw-dropping growth, 
with Bitcoin prices skyrocketing from around $400 in January 
2016 to above $4,000 by August 2017, only to cross $17,000 in 
December 2017. 

Moreover, Bitcoin is among the most volatile assets, offering 
attractive opportunities to enter and exit the market within a 
matter of hours. Other cryptocurrencies could follow suit too.

Needless to say, if you time your ‘buy’ correctly, you could stand 
to make a significant profit. However, you first need to decide 
whether to buy physical Bitcoins or trade in Bitcoin CFDs.

HOW TO BUY PHYSICAL BITCOIN

If you’d like to purchase and store physical Bitcoins, the first step is 
to create a wallet.

This is pretty much like opening a bank account for fiat currency. 
You can use the wallet to receive Bitcoins, store them and transfer 
them to others. You can either have a wallet installed on your own 
computer or mobile device, or have it hosted with a third party. 

You will also need a Bitcoin address to identify the wallet and 
a private key to make transactions. The cryptocurrency can be 
purchased from an online exchange for a small fee structure. 
Other cryptocurrencies work in a similar fashion. However, there 
is a risk when buying physical Bitcoin. Namely, you are essentially 
backing the cryptocurrency to appreciate in value - and are tied to 
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its extreme price fluctuations.

CONSIDER CONTRACTS FOR DIFFERENCE

If you are risk-averse, trading CFDs (Contracts for Difference) is a 
viable option when it comes to cryptocurrencies like Bitcoin.

CFDs essentially give you the power to speculate on the future 
price direction of an asset. In the case of Bitcoin, this is very useful, 
as you could place trades that profit from both price rallies (buy) 
and falls (sell).

Another advantage of choosing to trade CFDs is leverage. You 
can hold larger positions than you would if you were to buy the 
cryptocurrency itself. This means that there is the potential for 
higher profits too. However, the risk is that the losses would also 
be higher if your predictions fail to play out. So, just like any other 
form of speculative trading, success lies in being able to accurately 
predict price trends.

Trading CFDs is also faster. When trading Bitcoin CFDs, you don’t 
need to wait for an order to be filled or for the currency to even be 
transferred to your account. You are trading a contract, which can 
be executed immediately.

WHICH OPTION IS BETTER?

There is no single correct answer to this. If used appropriately, 
both methods could bring you remarkable results. This is 
particularly true of the cryptocurrency market, where the potential 
for growth is impressive, while volatility is high. 
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What you need to remember is that each option is suitable for 
different types of market cycles and, therefore, should be chosen 
accordingly. 
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CAN I APPLY
A TRADING
STRATEGY?

THE PROBLEM

Trading a cryptocurrency (such as Bitcoin) like a regular currency 
pair is challenging to say the least. 

Traditional currencies are backed by central banks and enjoy 
significant liquidity. Therefore, price fluctuations in these 
currencies tend to stay within a manageable range. Plus, a 
currency’s value is linked to the monetary policy approach of its 
central bank. That’s why solid trading strategies exist to trade these 
traditional currencies.

However, cryptocurrencies are not backed by central banks and do 
not enjoy the same liquidity. They are also not subject to the same 
economic drivers as traditional currencies. 

It’s why we’ve seen cryptocurrencies such as Bitcoin experience 
extreme price shifts across a few hours.
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With this in mind, we can’t really apply a ‘Forex trading strategy’ to 
cryptocurrencies.

The key to trading cryptocurrencies lies in understanding what 
phenomenon drives their price. Let’s consider Bitcoin. The reason 
its price has significantly increased over the course of 2017 isn’t 
that the currency has become a popular means of payment. 

Rather, it’s ‘speculation’ that has caused it to increase in value. In 
other words, many people have bought Bitcoin because they view 
it as an asset which is set to increase in value over the long-term.

Clearly, this thinking has gathered momentum through the 
financial press - increasing the demand for Bitcoin across the 
world even further.

Most cryptocurrencies (at this moment in time) are likely 
to be subject to the same speculative drivers as Bitcoin. 
Cryptocurrencies are a ‘hot’ investment trend - with many market 
participants looking to back the ‘next Bitcoin’. 

Your job when trading cryptocurrencies is to monitor the 
‘speculative’ momentum that drives their price. This can be difficult 
to do - but closely monitoring the financial press and recent 
price history for your chosen cryptocurrency can help determine 
whether there is a trend to profit from.

Keep in mind that you don’t necessarily have to back a 
cryptocurrency’s value to increase over time. With Contracts For 
Difference (CFDs), you merely speculate on price without owning 
the underlying asset. This means you can place ‘sell’ orders on a 
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cryptocurrency if you think its value will fall.

LOOK FOR THE NEXT ‘BITCOIN’

Given Bitcoin’s increase in popularity of late, many traders and 
investors are looking for the next cryptocurrency to back. 

One cryptocurrency to watch closely is Ripple. This digital currency 
increased its value by 35K% last year (even more than Bitcoin). 
Many investors expect it to have a strong 2018 considering the 
cryptocurrency boom. 

However, like all cryptocurrencies, Ripple isn’t immune from volatile 
price swings. Our advice is to closely monitor the performance of 
this cryptocurrency throughout the first quarter of 2018. 

If you do decide to place a trade, you should consider trading 
Contracts For Difference, which will allow you implement an 
effective risk management strategy to protect your capital from 
volatility.

What you need to remember is that each option is suitable for 
different types of market cycles and, therefore, should be chosen 
accordingly. 
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READ
OUR FREE 
TRADING
GUIDES
TAKE ME THERE
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WHY
BLACKWELL 
GLOBAL?

We can’t pretend that is easy to become a successful trader. But 
we are here to help and support you as you make your trading 
journey, providing dedicated resources such as our demo trading 
accounts and regularly published research materials.

Founded in 2010, Blackwell Global was established to offer 
brokerage solutions for private and institutional clients. Blackwell 
Global is a Straight Through Processing or STP broker who provide 
their clients with superior liquidity and price feeds from top 
international banks. These are offered alongside 24-hour technical 
support, market research tools, educational materials, professional 
partnership programmes and fully integrated trading platforms.

We offer access to multiple asset classes including more than 
60 currency pairs, precious metals and other contracts for 
differences. As a global broker, we are always striving to achieve 
excellence in our customer service, as well as developing 
innovative technology to support our customers needs.
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Today, the Blackwell Global group of companies has a presence in 
over 90 countries, with its main offices situated in the individually 
regulated markets of Australia, Cyprus, New Zealand and the 
United Kingdom.

To find out more about Blackwell Global please go to:

www.blackwellglobal.com

Or contact Customer Support:

Tel: +44 (0)203 695 0898
Email: cs@blackwellglobal.com

Risk Warning: Trading Foreign Exchange (FX) and Contract for Differences (CFD) on margin is highly 
speculative, it carries a high level of risk, and may not be suitable for all investors, so please consider 
your investment objectives, level of experience, financial resources, risk appetite and other relevant 
circumstances carefully. FX and CFDs are leveraged products and you may lose your initial deposit 
as well as substantial amounts of your investment. The high degree of leverage can work against 
you as well as for you. Seek independent advice if necessary. Please read and understand the risk 
disclosure policy before entering any transaction with Blackwell Global Investments (UK) Limited.

Disclaimer: The report provided by Blackwell Global Investments (UK) Ltd is meant for informative 
reading and should not be relied upon as a substitute for extensive independent research and is 
no guarantee of a successful trading outcomes. The opinions expressed in this eBook are do not 
take into account any particular individual’s investment objectives, financial situation, or needs, 
and should not be interpreted as financial advice nor an encouragement to trade any investment 
product.
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