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Disclaimer

This publication represents the opinion of the author regarding the subject matter covered. It is for educational purposes only. The publisher and author neither imply nor intend any guarantee of accuracy. It is offered with the understanding that neither the publisher nor the author is engaged in rendering legal, tax, accounting, investment planning, or other professional services, nor is this information intended to be a substitute for such services. Should specific advice be necessary or appropriate, the reader should seek that information from a competent professional. The author and publisher particularly disclaim any liability, loss, or risk taken by individuals who directly or indirectly act on the information contained herein. The author and publisher believe the education presented herein is sound, but readers cannot hold either party responsible for either the actions they take or the results of those actions. While every effort has been made to make this book as complete and accurate as possible, there may be mistakes, both typographical and in content. The education contained in this book may not be suitable for everyone; use at your own risk.


Foreword

“Make everything as simple as possible, but not simpler.”
Albert Einstein

Financial information is just like Goldilocks and the Three Bears. Too much. Too complicated. Too confusing. It is seldom “just right.”

• Too Short: The Internet is filled with sound-bite-length half-truths forcing you to waste hours searching repetitive and contradictory articles to uncover the whole truth.

• Too Long: The bookstores are filled with hundred-page tomes padded with fluff chapters like “A Brief History of the Financial Markets” and “What Is a Stock?” when all you need is 10 pages of concrete ideas you can put to use.

• Too Simple: The financial content mills produce reams of articles for magazines and web sites written by professional writers who aren’t financial experts and lack practical experience.

• Too Complicated: Academic journals have great research, but it’s written in an inaccessible style using financial geek-speak so that only a trained expert can decipher the encrypted meaning.

 

These problems are why I wrote the 60 Minute Financial Solutions series of ebooks.

Each ebook provides a concise, definitive answer to an essential financial question that you will inevitably confront on your path to financial security. Each ebook is a one-stop solution to a single financial issue so you learn exactly what you need to know, when you need to know it.

What you get with each ebook is the distillation of everything that is valid and the elimination of everything that is not. The goal is to simplify without oversimplifying so you can make an independent, intelligent, and appropriate financial decision—in about 60 minutes.

Best of all, these books are written by a genuine financial expert. I was trained as an economist and I’ve published in the academic world. I also refined my practical knowledge as a hedge fund1 investment manager for more than a decade with 100% winning years (except one small loss of less than 3%). I now work as an educator coaching people just like you to achieve their financial goals.

In short, I’ve spent a lifetime mastering personal finance and investing so you don’t have to, and I’ve condensed all that experience into this solution-oriented series of ebooks. The stuff that works is in these books, and it’s provided in straightforward language to make it as accessible as possible.

The goal is to empower you with the knowledge necessary to take charge of your finances and achieve your goals. Personal finance doesn’t have to be complicated. I’ve taught many others and I can teach you as well. Financial security really is possible if you just know what you are doing and take the right actions.

All you need is the right information—not too much, not too little, not too simple, not too complicated—just the right stuff.

If this book delivers on its promise, please let me know with a favorable review so I can thank you. If it doesn’t, please write me at todd@financialmentor.com so I can send you a refund and correct any potential problem.

Thanks for your support!
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A Brief Note About Reader Level And Defining Terms

No financial education book can perfectly address every reader’s needs. After all, each of us brings a different experience base and level of financial sophistication to the written page. 

In other words, what is complicated to one person is oversimplified to the next making writing for a wide audience difficult.

In an effort to maintain brevity and respect all readers needs I’ve assumed base level financial sophistication and chosen to not define every financial term contextually.

Instead, less familiar terms are defined in the endnotes at the back and linked within the text. That way advanced readers aren’t confronted with unnecessary definitions that distract the flow of writing while readers newer to the subject can easily resolve any confusion by following the links to find terms requiring greater explanation. 
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Introduction

“It’s not the return on my principal that worries me; it’s the return of my principal.”
Will Rogers

Every year, investors just like you lose hundreds of millions of dollars to investment fraud. Con artists scam the rich, the poor, the naïve, and the experienced. Nobody is immune. Investment fraud steals from widows, young couples, senior citizens, and highly paid professionals. If you have money and are willing to invest, then you are a potential target for investment fraud.

This may sound alarmist but it’s not. Even I was surprised at how common investment fraud was when I began working with the public as a financial coach. I helped many clients save five figure and six figure sums applying the exact information you are about to read in this book. 

The truth is investment fraud preys on financial ignorance, and the antidote to ignorance is education. An educated consumer is the con man’s greatest fear. The front line of defense against investment fraud is your own due diligence2 and skepticism when evaluating investments.

It may be an old, worn cliché, but, “An ounce of prevention is worth a pound of cure” is actually timeless wisdom. In fact, it is an essential truth in the world of investment fraud.

My goal with this book is to provide you with the necessary education so that you know how to prevent investment fraud from ever reaching your portfolio. Forewarned is forearmed!
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Are You Vulnerable To Investment Fraud?

“Happiness is the perpetual possession of being well deceived.”
Jonathan Swift

Let’s begin with a little test.

Not everyone has the same risk of becoming the next fraud victim. Certain situations and habits make you more prone to fraud while others increase your safety.

Below is a simple test to help you assess your own risk profile for financial fraud so that you know what preventative measures are most relevant to your personal situation and style.

1. Are you excited by investments claiming high returns (25%, 50%, or even 250%) with little or no risk, or do these claims make you cautious?

Investment fraud is often sold on the basis of above-market3 returns with little or no risk to lure unsuspecting investors. If high returns excite you, then you’re in danger because this characteristic should make you wary, not interested. High returns are a reason to double your due diligence efforts and dig deeper—not invest blindly. Guarantees and low-risk claims should also raise a red flag about possible fraud. Novice investors are enticed by such claims, but sophisticated investors become cautious because they defy business common sense.

2. It’s the securities regulator’s job to make investing safe and protect me from fraud. True or false?

False: The first line of defense against investment fraud is a skeptical, educated investor. Securities regulators are here to help, but it’s impossible for them to catch all investment fraud before it reaches your portfolio. You are self-responsible. You must do your own due diligence. If you invest, then you will eventually run into fraud; therefore, you must learn to protect yourself. You cannot rely on regulators as proven by all the financial fraud that currently exists despite existing regulation.

3. If a church leader, book club member, or friend-of-a-friend introduced me to an investment, then I would be more inclined to trust that person. True or false?

False: Affinity fraud is a favorite tactic of the con man because people are naturally more inclined to trust people who are like them and share common interests. For that reason, the investment fraud perpetrator enrolls trusted individuals in organizations who are not investment experts. High-level church members and social leaders are favorite targets. This person honestly believes in the investment but is deceived. Just because a source is trusted personally or professionally in other fields does not necessarily qualify him as an investment expert. Good people make mistakes by getting involved with lousy investments. Always do your due diligence—never invest based on trust.

4. I have proof the investment is not a fraud. My buddy Bob got paid off handsomely in cold, hard cash. The proof of the pudding is in the eating. True or false?

False: The con man will often pay the first investors handsomely as a cheap source of marketing leverage. He knows Bob will boast about his great investment at cocktail parties and social events thus selling his friends and family into the fraud. Soon the
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