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Spotting a Con

Investing can be risky enough without worrying about whether your salesperson is out to
fleece you or whether you are dealing with an experienced scam artist. You need to know
the danger signs to look for. Some are subtle, and some are easier to spot. Always watch
for red flags and the signs of a scam.

Rule 1: Con Artists do not like to be found.
They look like you and me. They join local groups and organizations and use these
friendly and charitable bonds to spread the word about their questionable
investments and reel in unsuspecting investors.

Rule 2: Con Artists dress for success.
They want you to think they are just like you, and this means dressing “for the
part.” They work very hard to come across as professional, competent and
successful. They have nice clothes, nice offices and good addresses.

Rule 3: Con Artists often push poorly understood financial products.
Con artists appeal to the dreamer in you!Today, a variety of banks and brokerage
houses to financial planners offer a wide range of financial products. These products
need to be registered with the Division of Securities in order to be sold to Ohioans.
Never give anyone complete control of your finances just because you do not believe
you are sophisticated enough to understand.

Rule 4: Con Artists bring out the worst in you.
Skilled con artists can bring out your worst traits, particularly greed, fear and
insecurity. Con artists try to make investors feel inadequate if you don’t believe
them. Don’t make investment related decisions based only on your emotions,
watch out!

Rule 5: Con Artists are fair weather friends.
You will be pressured into an investment, that you are told is a “sure thing.”
Before you invest, con artists are very friendly. They take a personal interest in you
out of the blue.

Rule 6: For Every Silver Lining, There is a Cloud.
Every investment has its risks. The con artist will explain away the risks and make
you think that their idea is a “sure thing.” Watch out for talk of a “hot tip” from an
“inside source,” a “rumor,” a “guarantee,” “got to buy now or miss the once in a
life time chance,” and many more too good to be true promises.




Rule 7: Watch out for the PONZI Scheme.
In a typical Ponzi scheme, large returns are paid out to initial investors out of the funds from later
investors. Unfortunately, the latter investors lose all or most of their money. The way it works is
the earlier investors who get paid the large (unrealistic) returns create a frenzy of excitement that
brings in later investors.

Rule 8: Steer Clear of Pyramid Schemes.
Pyramid schemes are a variation of the Ponzi scam. Think of a pyramid: money is collected
from people at the bottom to pay off the other individuals farther up the pyramid. There is
usually a product involved that is supposed to be sold by those in the pyramid. But, the
recruiting of more “salespeople” to build more levels on the pyramid is more important than
selling a product, so in the end the money stops coming in and the pyramid collapses.

Final Tips on How to Avoid Scams and Falling Prey to the Con Artist:

 Contact the Ohio Division of Securities to see if the investment vehicle and the person selling it
are registered.

¢ Get in touch with your local Better Business Bureau and ask if they have any complaints on
file for the venture’s promoters or principals.

¢ Deal only with financial advisers, broker-dealers or financial institutions that have a proven
track record.

¢ Ask for written information on the investment product and the business. Such information,
including financial data on the company and the risks involved in the investment, is
contained in a prospectus.

e Steer clear of investments touted with no downside or risk.

Call the Division at (800) 788-1194 or visit our website at www.com.ohio.gov/secu

Department
of Commerce

Ohio

An Equal Opportunity Employer and Service Provider



	SEC Spot Con artistfront
	AffinityFraudPg1
	AffinityFraudPg2
	ChoosingAStockbrokerPg1
	ChoosingAStockbrokerPg2
	FactsAboutOnlineInvest1
	FactsAboutOnlineInvest2
	FraudAimed@OlderAmer1
	FraudAimed@OlderAmer2
	HowToCheckYourStockFirm1
	HowToCheckYourStockFirm2
	HowToSpotAConArtist1
	HowToSpotAConArtist2
	InformedInvestor1
	InformedInvestor2
	Prospectus1
	Prospectus2
	Q'sToAskSecPromo1
	Q'sToAskSecPromo2

	SEC Spot Con artistback
	AffinityFraudPg1
	AffinityFraudPg2
	ChoosingAStockbrokerPg1
	ChoosingAStockbrokerPg2
	FactsAboutOnlineInvest1
	FactsAboutOnlineInvest2
	FraudAimed@OlderAmer1
	FraudAimed@OlderAmer2
	HowToCheckYourStockFirm1
	HowToCheckYourStockFirm2
	HowToSpotAConArtist1
	HowToSpotAConArtist2
	InformedInvestor1
	InformedInvestor2
	Prospectus1
	Prospectus2
	Q'sToAskSecPromo1
	Q'sToAskSecPromo2




