
Utah Division of Securities

Top 10 Ways to 
Lose Your Money in Utah



Utah Division of Securities

1. Ponzi Schemes
2. Unsecured Promissory Notes
3. FOREX Trading Schemes
4. Equity Stripping Schemes
5. High-Yield Investment Schemes (Prime Banks)
6. Unethical Variable Annuity Sales Practices
7. Unlicensed Individuals Selling Securities
8. Unregistered Investment Products
9. Unscrupulous Brokers
10. Affinity Fraud
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1.  Ponzi Schemes
The hallmark of all Ponzi schemes is to create the illusion of a successful investment or 
business by using money from new investors to pay earlier investors.  There is typically 
no legitimate business revenue, but investors are provided with false statements or 
reports to create the appearance of high returns on investment. Red Flags to watch for 
with a Ponzi scheme include:

• Promise High Rates of Return, Little or No Risk
• Pressure to Leave the Money in the Scheme and Let it “Continue to Grow”
• Lots of Delay and Excuses When You Ask to Take Money Out

Presenter
Presentation Notes
Financial security is a priority for most, if not all Americans. By being here today, you are taking a huge step in ensuring your own personal financial security. 
The goal of this presentation is to help alert you to some of the common scams and gimmicks targeted primarily at the Senior population.



Utah Division of Securities

2. Unsecured Promissory Notes
When a bank gives you a loan they want collateral (e.g., a 
trust deed on your house or the right to repossess your car).  
An unsecured promissory note is a loan with no collateral 
to back it up.  Many shady investments use unsecured 
promissory notes.  Red Flags to watch out for include:
– Typically Issued by Little Known or Non-Existent Companies
– Promise interest rates well above market rates (2-5% per month or 

higher)
– The promoter talks about real

property or other assets that
“guarantee” your investment,
but you receive no legally
enforceable collateral.
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3.  FOREX Trading Schemes
Trading foreign currency is an 
everyday part of business for large 
multinational corporations with 
operations in many countries, but 
investing in foreign currency 
involves very substantial risks and 
is generally not suitable for 
individual investors.  Red flags to 
watch out for include:
– Claims of “proprietary” or “secret” 

software algorithms or formulas
– Claims of inside information
– Guaranteed returns
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4.  Equity Stripping Schemes
• The promoter gets you to use your good credit 

score to take out a loan for more than 100% of 
asset value (real estate or vehicle). 
– Lender is usually complicit in the scheme.

• Then the promoter “invests” the excess equity 
into a “high return investment” that will 
generate enough income to pay the monthly 
payment on the real estate or vehicle – in 
essence giving you a “free” house or car.

• It all sounds great until the monthly payments 
from the “investment” stop coming.  Then you 
are left with a loan in your name for well 
above the actual value of the home or car.
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5.  High-Yield Investment Schemes
“High yield investment” schemes take many shapes and sizes, but 
they generally involve some off-shore bank or other financial 
entity.  Some examples and warning signs include:

• Promises of double or triple-digit returns

• Prime Bank schemes promising access to investment portfolios 
of the world’s elite banks

• “Secret Off-Shore Trading Programs”
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6.  Variable Annuity Sales Practices
Variable Annuities are legitimate investment products; however, they are 

extremely complex financial products and may not be suitable for some 
investors, including many retirees.  Unfortunately, some agents aggressively 
market these products as a “one size fits all investment product” (often through 
the use of free lunch seminars) without disclosing some of the potential 
drawbacks of variable annuities, such as:

– High surrender charges if you withdraw money early
– Higher costs than alternative investments
– Benefits cost extra
– Steep sales commission paid to agents
– Long-term investment (10 years or more)
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7.  Unlicensed Individuals

With very few exceptions, individuals and 
firms that sell investments or give 
investment advice need to be licensed with 
either the federal or state government.  You 
can check whether a firm or individual is 
properly licensed by calling the Division of 
Securities at 801-530-6600.  It’s a quick and 
easy step that could save you from putting 
your money into an investment scam.
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8.  Unregistered Investment Products

Just as with licensing requirements, 
most investment products themselves 
need to registered with the federal or 
state government.  
A quick check with the Utah Division 
of Securities (801-530-6600) can save 
you $$$.  
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9.  Unscrupulous Brokers
While the vast majority of licensed broker-dealers and 
investment advisers work hard to comply with the securities 
laws, there are some bad apples that will try to take advantage of 
their clients.  Some common problems to watch for are:

• Unsuitable investment recommendations (e.g., reverse 
mortgages for investing, mutual fund class A,B, or C shares)

• Churning accounts (making excessive trades to generate more 
commissions)

• Unauthorized trading

• Guaranteeing a client against loss
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10.  Affinity Fraud
Affinity fraud is a way to market a scam 
by tapping into a social network where 
there is a preexisting relationship of 
trust (e.g. church congregation, co- 
workers, family).

• “I am also a member of your [church, 
club, family, etc.] so you can trust me.”
• Name Dropping -- Same “deal” was 
made with a prominent leader of your 
organization.
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Common Threads

• Promise of High Returns
• Promise of Little or No Risk
• Prey on Investors’ Trust
• Investors Don’t Ask Questions



Utah Division of Securities

In the end, it’s like your grandma used to always say . . .

If it sounds to 
good to be true . . .

. . .it probably is.
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