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Risk Disclosure & Disclaimer

This ebook is provided for educational purposes only and does not constitute financial, investment,
trading, or legal advice. Cryptocurrency futures and derivatives trading, especially with leverage, carries a
very high level of risk and may not be suitable for all investors. You can lose part or all of your invested

capital, and losses can exceed your initial deposit in some scenarios.

Past performance is not indicative of future results. Nothing in this material should be interpreted as a
recommendation to buy, sell, or hold any financial instrument. Binance and the Binance logo are
trademarks of their respective owner; this publication is an independent educational resource and is not

affiliated with, endorsed by, or sponsored by Binance.

Before trading futures, consider your investment objectives, experience level, and risk tolerance, and
consult a licensed financial advisor if needed. The author and publisher accept no liability for any loss or

damage arising from the use of this material.
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Introduction to Crypto Futures & Perpetual
Contracts

A futures contract is an agreement to buy or sell an asset at a predetermined price at a specified time in the
future. In traditional finance, futures have been used for decades by producers, manufacturers, and
speculators to hedge price risk or to speculate on price direction. Crypto futures apply the same concept to

digital assets such as Bitcoin and Ethereum.

Most crypto exchanges, including Binance, primarily offer a variant called the perpetual futures
contract (or "perpetual swap"). Unlike traditional futures, perpetual contracts have no expiry date,
meaning a position can theoretically be held indefinitely, provided the trader maintains sufficient margin.
To keep the perpetual contract's price closely aligned with the underlying spot price, exchanges use a

mechanism called the funding rate, which is covered in detail in Chapter 6.

Why Traders Use Futures

* Speculation: Traders can profit from both rising markets (going "long") and falling markets (going

"short") without owning the underlying asset.

 Leverage: Futures allow traders to open positions larger than their account balance by borrowing

margin from the exchange, amplifying both potential gains and losses.

* Hedging: Investors holding spot crypto can open an opposite futures position to offset potential

losses during periods of expected volatility.

* Capital efficiency: Because only a fraction of the position's value is required as margin, capital that

would otherwise sit idle can be deployed elsewhere.

Important: Leverage is a double-edged sword. It multiplies gains and losses equally, and a small adverse
price move can result in the total loss of the margin allocated to a position (liquidation). Futures trading is not

a shortcut to guaranteed profits and should be approached with a solid understanding of risk management.

Spot Trading vs. Futures Trading

Aspect Spot Trading Futures Trading
Ownership You own the actual asset You trade a contract based on the asset's price
Leverage Not available (or very limited) Up to 125x on select pairs



Short-selling Generally not available Native, built into the product

Liquidation risk None Yes, positions can be forcibly closed

Funding payments None Periodic, every 8 hours (perpetuals)



Getting Started on Binance Futures

Before placing a single trade, it is essential to understand the account structure and setup process. Binance
separates wallets by product line, and futures trading requires its own dedicated wallet, distinct from your

Spot wallet.

Step-by-Step Setup

1. Complete identity verification (K'YC): Binance requires identity verification before enabling

derivatives products, in line with regulatory requirements in most jurisdictions.

2. Open a Futures Account: From the Binance dashboard, navigate to the Futures section and accept

the futures trading risk disclosure.

3. Transfer funds: Move USDT (or other supported collateral) from your Spot wallet into your Futures

wallet using the built-in transfer tool.

4. Choose your contract type: Decide between USDT-Margined (USDT-M) or Coin-Margined (COIN-
M) contracts, described in Chapter 4.

5. Configure margin mode and leverage: Before opening a position, select Isolated or Cross margin

and set your desired leverage multiplier for that trading pair.

6. Familiarize yourself with the interface: Spend time exploring the order book, chart, position panel,

and order entry panel in a small size or using the Testnet before committing significant capital.

Tip for beginners: Binance offers a Futures Testnet environment that uses simulated funds. Practicing there

first allows you to learn the mechanics of order placement, margin calls, and liquidation without financial risk.

Security Basics

* Enable two-factor authentication (2FA) on your account.
* Use a unique, strong password and consider a hardware security key.
* Never share your API keys; if you use them for bots, restrict permissions and IP access.

» Withdraw profits periodically to cold storage rather than keeping large sums on any exchange.



Understanding Leverage & Margin

Leverage allows a trader to open a position larger than the capital actually deposited. For example, with
10x leverage, $100 of margin controls a $1,000 position. Leverage does not change how profit and loss
are calculated on the position itself — it changes how much margin is required to open it, and therefore

how much your account is exposed proportionally to the same dollar move.

On Binance Futures, leverage is adjustable per trading pair and can range from 1x up to 125x on select
high-liquidity pairs like BTCUSDT, although exchanges frequently apply lower caps for new accounts
and for pairs with lower liquidity or higher volatility, and maximum leverage tapers down as position size

increases (see margin tiers below).

Isolated vs. Cross Margin

How It Works Risk Profile

Isolated Only the margin allocated to that ) .

) » o Losses are capped and contained to a single trade
Margin specific position can be lost
Cross The entire futures wallet balance Reduces liquidation risk on individual trades but one
Margin backs all open positions large adverse move can affect the whole account

Beginners are generally advised to use Isolated Margin while learning, since it limits the maximum loss on

any single trade to the amount specifically allocated to that position.

Margin Tiers

As a position's notional value grows, exchanges reduce the maximum allowable leverage and increase
maintenance margin requirements. This "tiered margin" system is designed to protect the exchange's
insurance fund and the broader market from the risk posed by extremely large, highly leveraged positions.
Always check the current margin tier table for the specific pair you are trading, as it directly determines

your liquidation price.

Initial Margin vs. Maintenance Margin

* Initial Margin: The minimum collateral required to open a leveraged position.



* Maintenance Margin: The minimum collateral required to keep the position open. If your margin

balance falls below this threshold due to unrealized losses, the position risks liquidation.



Contract Types: USDT-M vs. COIN-M

Binance offers two primary families of futures contracts, distinguished by the asset used as collateral and

for settlement.

USDT-Margined (USDT-M) Contracts

These contracts are collateralized and settled in stablecoins (typically USDT or BUSD). Profit and loss are
calculated and paid out in a stable, dollar-pegged asset, which makes P&L easier to interpret in familiar
terms. This is generally the preferred format for beginners because it removes an extra layer of volatility

(the collateral itself does not fluctuate in price).

Coin-Margined (COIN-M) Contracts

These contracts are collateralized and settled in the underlying cryptocurrency itself (e.g., a BTCUSD
perpetual settled in BTC). This structure can appeal to traders who want to accumulate more of a specific
coin, or to miners and long-term holders looking to hedge their holdings directly in-kind. However, it
introduces an added layer of complexity: your collateral's dollar value also fluctuates with the market,

which affects effective P&L and liquidation dynamics.

Feature USDT-M COIN-M
Collateral Stablecoin (USDT/BUSD) Cryptocurrency (e.g., BTC)
P&L denominated )
, Stablecoin Cryptocurrency
in
) Beginners, straightforward P&L Holders wanting to accumulate more coin,
Best suited for )
tracking hedgers
Complexity Lower Higher



Order Types Explained

Binance Futures supports a range of order types beyond a simple market buy or sell. Understanding each

type is essential for executing a trading plan precisely and managing risk automatically.

Core Order Types

» Market Order: Executes immediately at the best available price. Fast but offers no price guarantee,

and can suffer from slippage in volatile or thin markets.

 Limit Order: Executes only at your specified price or better. Offers price control but may not fill if

the market never reaches that level.

* Stop-Market Order: Becomes a market order once a trigger price is reached. Commonly used as a

stop-loss to exit a losing position quickly.

* Stop-Limit Order: Becomes a limit order once a trigger price is reached. Offers more price control

than stop-market, but carries the risk of non-execution if price moves too quickly past the limit price.

* Take-Profit Market / Take-Profit Limit: Automatically closes a position for profit once a target

price is reached.

* Trailing Stop: A stop order that automatically adjusts as the market moves favorably, helping to lock

in gains while letting a winning trade run.

* Post-Only: Ensures your limit order is only added to the order book as a maker order and will be

cancelled rather than executed as a taker, useful for fee optimization.

Best practice: Many experienced traders place a stop-loss order at the same time they open a new position,

rather than relying on manually monitoring and closing losing trades.

Reduce-Only Orders

A "Reduce-Only" order can only reduce the size of an existing position — it cannot flip a long into a short
(or vice versa) or increase exposure. This is a useful safeguard when placing exit orders, as it prevents

accidental over-execution from opening an unintended new position.



Funding Rates Explained

Because perpetual futures contracts never expire, exchanges need a mechanism to keep the contract's price
anchored to the underlying spot price. This mechanism is the funding rate — a periodic payment
exchanged directly between long and short position holders (the exchange itself typically does not collect

this payment).

How It Works

* Funding payments on Binance Futures are typically exchanged every 8 hours.

* When the funding rate is positive, the perpetual price is trading above spot, and traders holding long

positions pay traders holding short positions.

* When the funding rate is negative, the perpetual price is trading below spot, and short position

holders pay long position holders.

* You only pay or receive funding if you hold a position open at the exact funding settlement time.

Funding rates can be viewed on the trading pair's contract details page before opening a position. Persistently
high positive funding rates can signal an overheated, overly long-biased market — useful context, though not

a standalone trading signal.

Why It Matters for Your Strategy

For short-term traders, funding is usually a minor cost or benefit. For traders holding positions over many
days or weeks, cumulative funding payments can materially affect overall profitability and should be

factored into any longer-term position's cost basis.



Fees & Cost Optimization

Every trade on Binance Futures incurs a fee, split into two categories based on whether your order adds or

removes liquidity from the order book.

Standard Rate (USDT-M,
Regular User)

When It Applies

Maker Your order rests on the book and is later filled by someone else 01022
Fee (e.g., a limit order not immediately matched) e
Taker Your order executes immediately against existing orders (e.g., a 0.05%
Fee market order) e

Note: exact fee tiers vary by account VIP level, 30-day trading volume, and BNB holdings, and are subject

to change by the exchange — always confirm current rates on the official fee schedule before trading.

Ways to Reduce Trading Costs

* Hold BNB in your Futures wallet: Many exchanges, including Binance, offer a fee discount

(historically around 10%) when trading fees are paid using the native exchange token.

* Favor limit (maker) orders over market (taker) orders when execution timing is not critical, since

maker fees are typically lower.

* Increase 30-day trading volume or VIP tier to unlock progressively lower fee tiers, if this aligns
naturally with your trading activity — never trade more than your strategy calls for solely to chase a

fee discount.

* Factor funding payments into your total cost of carry for positions held longer than a few hours.



Liquidation Mechanics & Risk Management

Liquidation occurs when a trader's margin balance falls below the maintenance margin requirement for
their open position(s). At that point, the exchange automatically closes the position, in whole or in part, to

prevent the account balance from going negative.

The Liquidation Process

1. As the market moves against your position, unrealized losses reduce your margin balance.

2. If your margin balance approaches the maintenance margin level, some exchanges issue a margin call

or warning.

3. If the price reaches your liquidation price, the position is forcibly closed by the exchange's
liquidation engine, and you lose the margin allocated to that position (in Isolated mode) or potentially

more of your wallet balance (in Cross mode).

4. A liquidation fee is typically charged in addition to the loss of margin.

Higher leverage means a liquidation price closer to your entry price. At 50x—100x leverage, a price move
of only 1-2% in the wrong direction can trigger a full liquidation of the position's margin. Many professional

traders deliberately use lower leverage (2x—10x) to give trades more room to breathe.

Calculating Approximate Liquidation Price

While the exact formula varies by margin mode and includes maintenance margin rate adjustments, the
intuitive relationship is: higher leverage and lower margin buffer bring the liquidation price closer to your
entry price. Binance's platform displays your estimated liquidation price in real time before and after you

open a position — always check this figure before confirming a trade.



Risk Management Strategies

Long-term survival in futures trading depends far more on disciplined risk management than on any single

winning strategy. The following principles are widely used by experienced derivatives traders.

Position Sizing

A common rule of thumb is to risk only a small percentage of total trading capital (commonly cited
examples range from 1% to 2%) on any single trade. This means calculating position size based on the

distance to your stop-loss, not simply on how much margin is available.

Always Use a Stop-Loss

Predetermining your exit point before entering a trade removes emotion from the decision and protects

capital from unexpected volatility, including sudden news events or "flash crashes."

Risk-to-Reward Ratio

Evaluate potential trades by comparing the distance to your stop-loss against the distance to your profit
target. Many traders look for setups offering at least a 1:2 or 1:3 risk-to-reward ratio, so that winning

trades can outweigh losing ones even without a high win rate.

Avoid Over-Leveraging

Just because 125x leverage is available does not mean it should be used. Lower leverage reduces the

chance of being liquidated by normal market volatility and allows more room for a thesis to play out.

Diversify Position Timing

Avoid concentrating all capital into a single trade or a single moment in time. Scaling into and out of

positions can reduce the impact of poor entry timing.

Emotional Discipline

* Avoid "revenge trading" after a loss.

* Set daily or weekly loss limits and step away once reached.



* Avoid trading based on fear of missing out (FOMO) during sharp rallies.

* Review trades objectively, separate from the emotion of the moment.



Reading the Order Book & Basic Tools

The Order Book

The order book displays all open buy (bid) and sell (ask) limit orders for a trading pair at various price
levels. A thick cluster of orders at a price level ("liquidity") can act as informal support or resistance,

though it can also be moved or cancelled at any time and should not be relied upon in isolation.

The Depth Chart

A visual representation of cumulative buy and sell orders, useful for quickly assessing the balance of

liquidity above and below the current price.

Open Interest

Open interest represents the total number of outstanding (not yet closed) futures contracts. Rising open
interest alongside a rising price can indicate strong conviction behind a trend; falling open interest can

suggest a trend is losing steam or positions are being closed.

Long/Short Ratio

This metric shows the proportion of traders (or position volume) currently long versus short on a given
pair. Extreme readings are sometimes used as a contrarian sentiment indicator, though it should always be

combined with other analysis rather than used alone.

Basic Technical Analysis Tools

* Support and resistance levels: Price zones where historical buying or selling pressure has

previously reversed price movement.
* Moving averages: Smooth out price data to help visualize trend direction.
* Volume: Confirms the strength of a price move; strong moves on low volume are less reliable.

* Volatility indicators (e.g., ATR): Help size stop-losses appropriately relative to recent price

behavior.



Common Mistakes Beginners Make

1. Using maximum leverage on every trade. High leverage dramatically increases liquidation risk and

turns normal volatility into an account-ending event.

2. Trading without a stop-less. Hoping a losing position will "come back" is not a risk management

strategy.

3. Overtrading. Opening too many positions or trading too frequently increases fee drag and emotional

fatigue.

4. Ignoring funding rates on longer-held positions. Cumulative funding costs can quietly erode

profits.

5. Adding to a losing position ("averaging down") without a plan. This can turn a manageable loss

into a liquidation event.

6. Confusing cross and isolated margin and accidentally exposing the entire account balance to a

single trade.
7. Chasing pumps or dumps out of FOMO rather than following a predefined strategy.
8. Not practicing on a demo/testnet account first before using real capital.

9. Neglecting to track and review trades, which prevents learning from both wins and losses.



Building a Trading Plan & Journal

A trading plan is a written set of rules that governs your decision-making, removing guesswork and

emotional reactivity from the trading process. A strong plan typically includes the following elements.

Elements of a Trading Plan

» Market and pairs traded: Which assets you will focus on and why.

* Entry criteria: The specific technical or fundamental conditions that must be met before entering a

trade.

* Position sizing rules: How much capital and what leverage will be used, based on account risk

percentage.
« Exit criteria: Both stop-loss and take-profit rules, defined before entry.
» Maximum daily/weekly loss limit: A hard stop that pauses trading after a defined drawdown.

* Review cadence: A regular schedule (e.g., weekly) to review performance and refine the plan.

Keeping a Trading Journal

Recording every trade — entry price, exit price, position size, leverage used, reasoning, and outcome — is
one of the most effective ways to improve as a trader over time. Patterns in mistakes (or strengths) become

far more visible in a journal than in memory alone.

A simple journal template: Date | Pair | Direction | Entry | Exit | Leverage | Result (%) | Reasoning | Lesson

Learned.



Glossary of Key Terms

Perpetual Contract

A futures contract with no expiry date, kept aligned to spot price via funding payments.
Leverage

Borrowed exposure that allows a position larger than the trader's own capital.

Margin

The collateral set aside to open and maintain a leveraged position.

Isolated Margin

A margin mode where only the funds allocated to a specific position are at risk.

Cross Margin

A margin mode where the entire futures wallet balance backs all open positions.

Liquidation

The forced closure of a position by the exchange when margin falls below the maintenance requirement.

Funding Rate

A periodic payment between long and short traders that keeps a perpetual contract's price near spot.

Maker Fee

The fee charged when an order adds liquidity to the order book.

Taker Fee

The fee charged when an order removes liquidity from the order book (executes immediately).

Open Interest

The total number of outstanding futures contracts that have not been closed.

Stop-Loss

A predetermined order that closes a position to limit losses if price moves against it.

Take-Profit

A predetermined order that closes a position to lock in gains once a target price is reached.

USDT-M Contract

A futures contract collateralized and settled in a stablecoin such as USDT.

COIN-M Contract

A futures contract collateralized and settled in the underlying cryptocurrency.



Final Disclaimer

This publication ("Binance Futures Mastery") is an independent educational resource created for informational purposes only. It
does not constitute, and should not be interpreted as, financial advice, investment advice, trading advice, or any other form of
professional advice. Trading cryptocurrency derivatives, including futures and perpetual contracts, involves substantial risk of loss

and is not suitable for every investor.

The information contained in this ebook is believed to be accurate as of its publication date but market mechanics, fee schedules,
leverage limits, and platform features are subject to change without notice by the exchange. Readers should always verify current

terms directly on the official exchange platform before trading.

Neither the author nor the publisher is a registered investment advisor, broker-dealer, or financial institution. By using this
material, you acknowledge that all trading decisions are made at your own discretion and risk, and that neither the author nor the

publisher shall be held liable for any direct or indirect losses arising from the use of this content.

© 2026. All rights reserved.
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