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SEC Disclaimer

The SEC is providing this information as a 
service to investors.  This presentation is 
not a statement of official SEC policy, a 
legal interpretation, or investment 
advice. The views expressed today are 
my own, and do not necessarily reflect 
those of the Commission, the 5 
Commissioners or other members of the 
staff.



The SEC’s Mission

 Protect Investors

 Maintain Fair, Orderly, and Efficient 
Markets

 Facilitate Capital Formation



SEC Oversees and  
Regulates
• 13,900 investment advisers
• 10,000 mutual funds and ETFs
• 7,000 reporting companies 
• 3,600 broker-dealers

• 640,000 registered representatives
• 527 municipal advisers
• 350 transfer agents
• 24 national securities exchanges
• 9 credit rating agencies
• 7 clearing agencies
• Self-regulatory organizations, including FINRA, MSRB, 

SIPC and PCAOB



Other SEC Responsibilities

 Review disclosures of approximately 
7,000 reporting companies

 Examine broker-dealers and other 
market participants

 Enforce the federal securities laws
• Collected over $6.4 billion from 760 

enforcement actions (FY 2022)

• In FY 2022, the SEC issued Whistleblowers 
approximately $229 million covering 103 
awards



Investor.gov



Financial Fraud Prevalence

Source: Financial Fraud Research 
Center. Scams Schemes & Swindles: A 
Research Review of Consumer 
Financial Fraud (2011).



Fraud in the Movies

Wolf of Wall Street clip

https://www.youtube.com/embed/RauYoB0I9q4?rel=0


II. Red Flags of Fraud



 Sounds too good to be true: Any investment that 
sounds too good to be true probably is

 Pressure to buy RIGHT NOW: Don’t be pressured 
into buying an investment before you have a 
chance to investigate the “opportunity”

 Lack of documentation: Be skeptical of 
investments without documentation reflecting 
the promoter’s claims

Huge Upside, 
No Risk!

Breakout 
Stock Pick!

Incredible 
Gains!

Red Flags of Fraud



Unsolicited Offers to Invest

 Investment fraudsters look for victims 
through social media 

 If you receive a “can’t miss” offer from 
someone you don’t know, your best 
move may be to pass up the 
“opportunity”



Persuasion Tactics of 
Fraudsters

Source: FINRA Investor Education Foundation



Responding to a Sales Pitch

Play video
Source: FINRA Investor Education Foundation

http://www.youtube.com/embed/9PtCxXTUhJg?rel=0&autoplay=1


III. Common Scams 

Pump-and-Dumps Advance Fee Fraud
Pyramid Schemes Ponzi Schemes
Investment Newsletter Affinity Fraud 
Government Impersonators         Binary Options Fraud



Pump-and-Dumps

 Involve the hyping (“pump”) of a 
company’s stock through false or 
misleading statements 

 Typically involve “penny-stock” or 
“microcap” companies

 Pitch to buy stock quickly

 Once fraudsters “dump” their shares at 
the pumped-up price, the price falls 
and investors lose their money



Ponzi Schemes

 Scammer pays existing investors with 
funds from new investors

 Often promises high returns with little 
or no risk, or overly consistent returns

 Secretive, complex strategies

 Unregistered sellers and investments



Pyramid Schemes

 Emphasis on recruiting others to join, 
rather than on selling a genuine 
product or service

 Promises of easy money, passive 
income, or high returns quickly

 No demonstrated revenue from retail 
sales

 Complex commission/compensation 
structure



Investment Newsletters

 While legitimate newsletters may 
contain useful information, others are 
tools for fraud

 Fraudsters may lie about the payments 
they receive and their track records

 They may claim to offer unbiased 
recommendations when they stand to 
profit

 Newsletters advertised on legitimate 
websites may also be fraudulent



Advance Fee Fraud

 Scammer asks for a payment up front 
before the deal can be completed

 Advance payment may be described 
as a fee, tax, commission, or 
incidental expense that may be 
repaid later

 Fraudsters try to fool investors with 
official-sounding websites and emails



Beware of Government 
Impersonators

 Scammer may pose as SEC or other 
government employee

 SEC does not endorse investment 
offers, assist in purchase/sale of 
securities or participate in money 
transfers

 SEC does not make unsolicited 
communications seeking detailed 
personal and financial information



Binary Options Fraud

 Binary options websites may be used for 
fraudulent investment schemes

 Red flags of binary options fraud include: 
• Unsolicited offers
• High pressure sales tactics 
• Issues with withdrawals
• Unauthorized credit card charges

 Check out the seller’s background:
• Investor.gov
• National Futures Association at 

www.nfa.futures.org/basicnet

http://www.investor.gov/
http://www.nfa.futures.org/basicnet


Affinity Fraud

 Affinity frauds target members of 
identifiable groups

 Fraudsters often are members of the 
group or pretend to be

 Always “Ask and Check” even if you 
know the person making the investment 
offer

 Remember: the person telling you about 
the investment might have been 
scammed
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Affinity Fraud Case Study

A former marine who operated a hedge fund 
masqueraded as a successful trader to defraud 
fellow veterans, current military, and other 
investors:
• Falsely claimed annual returns of nearly 200 

percent 
• Raised nearly $1.8 million from investors 
• Invested less than half the money 
• Spent at least $400,000 on luxury cars, 

mansion, gambling and nightclubs
Source: Litigation Release No. 23795/ March 30, 2017



Groups Targeted

Includes:
Seniors/Retirees

Ethnic Communities

Military Personnel

Professional Athletes

Federal Employees

Religious Groups



Before You Invest, 
Investor.gov

Video

https://www.youtube.com/embed/aH-jxDyH55E?autoplay=1


IV. Tips to Avoid Fraud



Tips for Investors to Avoid 
Fraud

 Research both the financial 
professional and the investment 
product 

 Be aware of common persuasion 
tactics and red flags

 Be alert to common investment 
scams



Before You Invest, 
Investor.gov

Play video

http://www.youtube.com/embed/59iJmRDdeqY?rel=0&autoplay=1


Check Any Investment 
Professional

Check on Investor.gov:
• License/registration

• Disciplinary actions

• Customer complaints

• Previous employment



Before You Invest, Investor.gov 



Research Any Investment 
Product

Check EDGAR:
Is the product registered 
with the SEC?

• Scams often involve                    
unregistered companies

• EDGAR has important 
information about 
companies 



EDGAR



Secure Your Online Account



SEC Resources



Investor.gov



Investor Alerts

• Binary Options Websites May Be Used 
for Fraudulent Schemes

• What You Should Know About Asset 
Recovery Companies

• Excessive Trading at Investors’ Expense
• Investment-Related Radio Programs 

Used to Defraud
• Be on the Lookout for Advance Fee 

Fraud
• Five Red Flags of Investment Fraud



Before You Invest

CHECK:
• Read your employer’s 403(b) or 

457(b) plan documents.

• Research investment products 
offered by the vendors in your school 
district.

• Research your investment provider 
or vendor  



www.finra.org/fundanalyzer

FINRA Fund Analyzer

https://www.finra.org/fundanalyzer


Investor.gov/teachers



Sec.gov/teachers



U.S. Securities and Exchange Commission
Atlanta Regional Office

Investor Assistance: 404-842-7676 | help@sec.gov

Investor.gov

www.facebook.com/SECInvestorEducation

@SEC_Investor_Ed

Let’s Stay in Touch…
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