
F I E L D  G U I D E  ·  C R Y P T O  &  D E R I V A T I V E S

Funding rates
A perpetual contract has no expiry, so a small recurring payment between longs and
shorts keeps its price tethered to spot. The size and sign of that payment quietly
describe how the crowd is leaning.
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PHASE 1 · BALANCED

Perp tracks spot
Perp price and spot sit close
together. Funding stays near
neutral, so neither longs nor
shorts pay much. This is the
calm, tethered baseline the
mechanism is built to maintain.
funding ≈ 0

PHASE 2 · DEMAND
BUILDS

Longs pile in
Price rallies and more traders
open leveraged longs. Perp
starts trading above spot, so
funding turns positive: longs
begin paying shorts each
period to hold the perp closer
to spot.
funding > 0

PHASE 3 · VERY
POSITIVE

Crowded, over-leaned
Funding runs strongly positive
and the perp premium
stretches. This describes a
market leaning heavily one
way. Educationally, one-sided
crowding is a caution flag, not
a call about what happens
next.
funding ≫ 0

PHASE 4 ·
NORMALIZATION

The crowd unwinds
As leveraged longs close or get
squeezed, the premium
compresses and funding drifts
back toward neutral. Price and
funding re-tether to spot,
completing the cycle the
payment is designed to
enforce.
funding → 0

Key terms

Perpetual (perp) — A futures-style contract with no
expiry date, kept near spot by funding.

Funding rate — The small periodic payment exchanged
between long and short holders.

Premium — The gap between the perp price and the
underlying spot price.

Crowded positioning — When most open interest leans
one way, shown by strongly one-sided funding.

How to read & use it

Read the sign
Positive funding means longs pay shorts (perp above spot); negative
means shorts pay longs. The sign tells you which side is currently leaning
harder.

Watch the magnitude
Near-zero funding is a balanced, tethered market. Very large readings
describe crowded, over-leaned positioning that has historically been less
stable.

Treat extremes as context
A stretched funding reading is a descriptive caution about crowding, not
a prediction. It is one piece of context among many, never a standalone
reason to act.

HOW QUANTREEF USES THIS

Anything Quantreef shows about funding is descriptive context and education about how the crowd is leaning. It is not a signal,
recommendation, or prediction, and nothing here is trading or investment advice.

Educational only. Quantreef provides market-structure education — not financial, investment, or trading advice, and not a
solicitation to trade. Figures are illustrative, not predictions. Leverage trading risks total loss; your decisions are your own.
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