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How Big Is the Problem?

Recent Major U.S. Cases:

» Golden Summit Group — $21 million Ponzi scheme

» Bernard Madoff — $50 billion ponzi scheme

» Stanford Investments alleged $8 billion ponzi scheme

» Greater Ministries — $500 million in losses — 18,000 victims

» Hundreds of cases with losses in the $10-$50 million range

If no sound dial: 1(877) 337-3597 ID Code 12232332
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Section One

Understanding Investment
Fraud Risk Factors
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Who iIs Victimized?

Victim demographic trends:
» Male

» Married

» 55-65 years old

» More financially literate

» College-educated i

» Recent change in financial or
health status

» Higher income | /
» Risk-takers it / V
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Key Risk Factors

» Own high-risk investments

» Relying on friends, family, co-workers for
advice

» Open to new investment information

» Failing to check background and registration
of financial professional and product

» Inabllity to spot persuasion used by fraudsters

SaveAndlnvest@ AARP




Investment Fraud Risk Meter

St > Questionf2off2 > Resuts
Your Investment Fraud Risk Meter Results Are yOU a hlgh_rISk

m BM candidate for fraud?

Low MEDIUM HIGH « 12 Simple Questions

The Risk Meter compares your responses to the findings of two research studies—a 2007 Senior

Fraud Risk Survey by the FINRA Investor Education Foundation and a 2006 Investor Fraud Study by P Researc h - based
the Consumer Fraud Research Group—that examined how known investment fraud victims differ from
* ldentifies Areas of
Based on your responses, you are in the “red zone” when it comes to investment fraud risk. That
means you share many of the traits and hehaviors of known investment fraud victims, including the CO n Ce rn fo r YO u

following
- Heglecting to Check Out Broker: You are not alone if you've never checked out your ° P rovid eS Detai I ed
investment professional with a regulator—about 80% of investors haven't. But smarter investors
take time to check whether their broker, adviser or other investment professional is properly

licensed and to verify his or her disciplinary history. To find out about a financial professional’'s EXp I a.n a.tl O nS an d
background, use FINRA BrokerCheck
Resources

non-victims

- Neglecting to Check Out Investments: All investing involves some degree of risk, but some
investments are riskier than others. Because most frauds involve investments in companies that
have not registered their securities with the Securities and Exchange Commission. 8 smart first

www.SaveAndInvest.org/meters/risk




Section Two

Learning to Spot Persuasion

> ]
Wiy

FINCAa

Investor Education
FOUNDATION




Persuasion & Investment Fraud

Analysis of over 300 undercover fraud tapes
Most frequently used persuasion tactics:

» Phantom Riches
» Source Credibility

Average # Total Tactics per Transcript

13.35
. 12
» Social Consensus 8 .47
» Reciprocity 4 B Investment
_ 0 OAll Others
> SC&fClty Avg # Tactics
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Persuasion Tactics

Phantom Riches — Dangling the prospect of
wealth; something you want but can’t have.

“300% in the next 90 days. It’s opportunity
knocking. We have a well that is coming In
at 1,000 barrels.”

SaveAndInvest@ AARP
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/~ Red Flag Rule—Phantom Riches

Take some time to assess how you are
reacting to images of phantom riches. If you
feel your heart starting to pound faster or
your emotional state heightened...

WATC

| OUT!
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Persuasion Tactics

Source Credibility — It Is better to deal with
credible people or individuals In positions of
authority.

“l am a senior vice president here with an
MBA and certified to deal with seniors and
| believe this Is exactly the right product
for you.”

SaveAndInvest@ AARP

IIIIIII
OOOOOOOOOO



/I~ Red Flag Rule—Source Credibility

Credibility can be faked. Check out the actual
gualifications of the source of information. If
the source Is not an expert on the product
being promoted or the claims cannot be
independently verified...

WATCH OUT!
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Persuasion Tactics

Social Consensus — If everybody wants it, it
must be good.

“With gas prices soaring, everyone is
demanding alternative sources of energy.”
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/I~ Red Flag Rule—Social Consensus

Think about whether YOU are interested in the
product. If a sales presentation focuses on how
many others have bought the product or how
there is a line running around the block...

WATCH OUT!

SaveAndlnvest@ AARP
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Persuasion Tactics

Reciprocity — Doing a small favor in return
for a big favor.
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h Red Flag Rule—Reciprocity

If someone does a small favor for you like
offers you a free lunch, book or video, don't
automatically do a BIG favor for them.
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Persuasion Tactics

Scarcity — If something Is rare or scarce, it
must be more valuable.

“This offer is good for today and today
only. We’ve got to move now if you want
in on this deal.”

SaveAndInvest@ AARP
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/~ Red Flag Rule—Scarcity

Take some time to evaluate the offer. If a
sales person tells you there is a limited time
In which you can decide to buy or that there

are only a limited number of items left...
WATCH OUT!
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Section Three

How to Prevent
Investment Fraud
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Preventing Investment Fraud

1.Reduce your exposure to sales pitches from con

men. Bl

p—

FOUNDATION



Preventing Investment Fraud

1.Reduce your exposure to sales pitches from
con men.

a.Use care with free lunch or dinner seminars
b.Avoid high-risk investments
c. Develop a “refusal script”

d. Sign up for the National Do Not Call Registry

www.donotcall.qgov or 888-382-1222
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http://www.donotcall.gov/

Preventing Investment Fraud

2.Look for persuasion red flags.
a. Phantom Riches

b. Source Credibllity
c. Social Consensus

d. Reciprocity

e. Scarcity
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Preventing Investment Fraud

3.Ask and check the registration status of the
professional and investment.

» ASK If they are licensed to sell the investment
and if the product is registered

» CHECK that they are licensed and the product
IS registered — SaveAndInvest.org or
(888) 295-7422

Fl n ra

FOUNDATION

SaveAndlnvest@ AARP




If they say
they are a...

Broker

Investment
Professional
and Product

Investment
Adviser and
Product

Insurance
Agent

Where to Check

Check here...

FINRA BrokerCheck www.SaveAndInvest.org
(888) 295-7422

State Securities Regulator www.nasaa.org

(202) 737-0900

Securities and Exchange Commission  www.sec.gov or
(SEC) www.investor.qov

(800) SEC-0330

State Insurance Commission www.naic.org
(866) 470-6242



http://www.saveandinvest.org/
http://www.nasaa.org/
http://www.sec.gov/
http://www.investor.gov/
http://www.naic.org/

FINRA BrokerCheck

FINRA BrokerCheck Results

BrokerCheck Home > Search > Report Summary > Summary for this Broker

S h
BRIAN J. SMITH Finra?

CRD# 4977892

Back to Search Results
Search Help
R Currently employed by and registered with the following FINRA Firms:
Report Summary  XYZ & SONS, INC.
Summary for this Broker 8056 SOUTHWEST INDUSTRIAL WAY
View Full PDF Report SUITE 101
BEND, OR 97702
CRD# 4

Registered with this firm since: 8/10/2005

Report Summary for this Broker
The report summary provudes an overview of the broker‘s professaonal background and conduct The individual broker a FINRA-

888-295-7422 -

s
¢ 10 U.S. States ang terntones reported by or about this broker to CRD as part of the securities
industry registration and licensing process. Examples of such
Is this broker currently suspended or inactive with any disclosure events include formal investigations and disciplinary
regulator? No actions initiated by regulators, customer disputes, certain
criminal charges and/or convictions, as well as financial
This broker has passed: disclosures, such as bankruptcies and unpaid judgments or
¢ 0 Principal/Supervisory Exams liens.

¢ 1 General Industry/Product Exam
¢ 1 State Securities Law Exam
Are there events disclosed about this broker? No
Registration and Employment History
This broker was previously registered with the following FINRA
firms:




Professional Designations

—-— Please Select a Record --

CWSS - Certified Wealth Smart Strategist
FAD or CMA - Financial Analyst Designate
FRM - Financial Risk Manager

FSS - Financial Services Specialist

MCEP - Master Certified Estate Planner

MFP - Master Financial Professional

PFS - Personal Financial Specialist

PPC - Professional Plan Consultant

PRP - PLANSPONSOR Retirement Professional
PRPS - Personal Retirement Planning Specialist
QFP - Qualified Financial Planner

QPFC - Qualified Plan Financial Consultant
RFA - Registered Financial Associate

RFC - Registered Financial Consultant

RFP - Registered Financial Planner

RFS - Registered Financial Specialist

RIS - Retirement Income Specialist

RPA - Retirement Plans Associate

SRFP - Senior Registered Financial Planner
WMS - Wealth Management Specialist




Search SEC Company Filings

WWW.Sec.govV

Company Search
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From this page you can search for company infermation. Company filings are available stating in 1294, See also full tex

Enter your search information.

Company name:

=) Starts with ) Contains

800-SEC-0330

Country:

andior S1C:

e
and Cwnership Forms 3

O Include & Exclude O znly
4, and 5.

[ Find Companies ]




Become a Fraud Fighter

Now that you are a trained fraud fighter,
we need your help to warn others.

» Become a Free Lunch Monitor — www.aarp.ora/NoFreel.unch

» Send “Trick$ of the Trade” documentary to at least two others

— www.SaveAndlnvest.org/TricksoftheTrade

» Become a Create the Good Fraud Fighter —

www.CreateTheGood.org/fightfraud
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http://www.aarp.org/NoFreeLunch
http://www.saveandinvest.org/TricksoftheTrade
http://www.createthegood.org/fightfraud

THANK YOU!

We’re happy to take your questions

John Gannon Christine Kieffer Andrés Castillo
President Senior Director Project Manager
FINRA Investor Education Foundation FINRA Investor Education Foundation AARP — Financial Security
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Before You Invest,
Ask and Check

SaveAndInvest.org
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