How to Avoid a Scam

Daniel Roccato, MBA, CPM

After more than 2 decades in the investment industry, I am still amazed whenever I hear news about a new scam. My emotions include anger at the alleged perpetrator, embarrassment for our industry and empathy toward the victims. What amazes me is that people, often sophisticated, seem to be so gullible. How can you protect yourself? Let me share the following suggestions:

· Be careful of the word “guarantee”. Who is providing the guarantee? I have seen a lot of so-called “guarantees” throughout the years but the only one that means anything to me is “FDIC-insured”.   

· Be skeptical of anyone who tells you that they have some secret formula for outwitting the market. I have worked with some of the smartest minds on Wall Street. None of them could consistently beat the market. 

· Beware of someone promising you consistent returns. The truth is that markets, both stocks and bonds, fluctuate. 

· Make sure your brokerage assets are held in a separate account in your name at a reputable custodian. For example, we have appointed First Clearing (a subsidiary of Wells Fargo Bank) as custodian for our client assets.  Make sure you receive regular statements from the custodian that clearly show your holdings, value and all transactions in your account. 

· Never make checks payable to individuals. In our case, we insist that all checks are made payable to our custodian First Clearing. 

· Your brokerage account should have SIPC insurance. SIPC does not insure against market-related losses, but does provide insurance against theft, fraud and bankruptcy of your investment firm subject to certain limits. 
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· Don’t get caught up in “Wall Street-ese”. If your advisor can’t easily explain the investment strategy, products, etc., find one that can.

· Only deal with reputable professionals who are licensed in your state. How do you know if someone is licensed? You can easily find out at www.finra.org 

· Make sure you know exactly how you advisor is being compensated. I can’t tell you how many new clients have told me that they have no idea what they paid before joining our client family. As a fee-based provider, we fully disclose every penny of compensation by providing putting it right on your quarterly statement

· Most importantly, use common sense. If something does not feel right, just walk away.  

There are many reputable, qualified investment professionals who are worthy of your business. Don’t be afraid to ask questions. You know our bias: go with a fee –based advisor, insist on having your assets held at a custodian separate from the advisor, make sure the investment strategy is carefully planned for your needs and simple to understand and only deal with licensed, reputable professionals.     
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Securities & Advisory Services offered through VSR Financial Services Inc., a registered Investment Advisor and Member FINRA/SIPC. Quaker Wealth Management, LLC is an independent business.
