
Investment fraud in the U.S. is estimated to cost $10 to $40 billion a year, according 

to government agencies, and much financial fraud is likely to go unreported. 

Though more common among older investors, fraud can affect anyone, and everyone should be aware of the possible signs.  For 

example, “affinity fraud” targets members of a religious, racial, ethnic, professional, or other group.  Fraudsters seek to over-

come skepticism or doubt and gain trust by exploiting the shared group connections, often enlisting respected individuals within 

the group to unwittingly promote their scheme to others. 

Even public sector employees can be targeted.  According to the U.S. Securities and Exchange Commission (SEC), several retired 

bus operators of a major municipality were victims of a $15 million scam.  Fraud charges were filed by the SEC in March 2010.1 

Be wary of any investments that are “risk-free” or 

promise fast profits.  Even if it is not a scam, remember: 

the greater the potential profit, the greater the risk of 

loss.   

Don’t make an investment decision based only on what 

someone tells you, even someone you trust.  They may 

unknowingly already be part of a “ponzi” scheme in 

which early investors are paid using money from later 

investors.   

Resist any pressure to “buy now.” Take the time to re-

search and understand any investment you are consid-

ering.   

Ask an independent, third-party professional for a sec-

ond opinion.  Though this will add time to the process, it 

could keep you from making a poor decision.  Being told 

you need to move quickly and that there is little time to 

review an investment is a major warning sign.   

Ask for information in writing, making sure the invest-

ment product is registered with a state or federal regu-

latory agency.  Information about any legitimate invest-

ment will be available in writing.   

Work with licensed financial representatives.  But since 

even licensed representatives are capable of improper 

behavior, verify their disciplinary history—including fines, 

suspensions, complaints, and arbitration rulings.  

Be extra vigilant with financial powers of attorney.  Ena-

bling a trusted individual to make financial decisions on 

your behalf in case of incapacity is a valuable step, but 

consider involving another trusted person to receive cop-

ies of statements and confirmations.   

Protect yourself online.  Fraudsters can gain access to 

information you submit online.  Choose strong and unique 

passwords for different sites that contain your personal 

and financial information.  Try to avoid accessing those 

sites using public computers or wireless connections.   

 

Lastly, always make payments payable to a financial 

company custodian.   

What steps can you take to ensure you are not a victim? 



Investigate the investment professionals you are 

working with: 

Financial Industry Regulatory Authority (FINRA) Broker Check: 

ww.finra.org/brokercheck | 800-289-9999 

Your state’s securities regulator: www.nasaa.org/contact-your-

regulator | 888-84-NASAA 

The SEC for investment adviser firms:  www.adviserinfo.sec.gov 

For advisers who use professional designations, contact the 

designation’s national association.                                                

For example, for Certified Financial PlannerTM professionals: 

www.cfp.net | 800-487-1497 

View these resources for tips to help protect yourself 

against investment and other financial fraud: 

North American Securities Administrators Association (NASAA): 

www.nasaa.org/2815/nasaa-fraud-center/ 

SEC: www.investor.gov/protect-your-investments 

American Association of Retired Persons (AARP): 

www.aapr.org/fraudwatchnetwork 

Learn how to protect yourself online:  

U.S. Federal Trade Commission (FTC): www.ftc.gov/idtheft 

Privacy Rights Clearinghouse (PRC): www.privacyrights.org 

Finally, take immediate action if you suspect you, or 

someone you know, are a victim of investment fraud. 

SEC: www.sec.gov/answers/recoverfunds.htm 

U.S. Senate: www.aging.senate.gov/fraud-hotline 


