
 
 
How to Detect and Avoid Investment Scams 

 
There are more than 800 fraud scams active nationwide, most of which can victimize seniors, 

according to the U.S. government.  Some of these con games are specifically aimed at seniors 

such as high pressure tactics, deceptive sales pitches for living trusts, “no-risk, high-yield" 

investment scams and "miracle" arthritis remedies.  

 

For example, in one instance approximately 100 seniors were fleeced of some $2.5 million. 

Claiming to be estate and financial “planners,” a handful of personable individuals, later 

investigated by the Securities Exchange Commission (SEC), solicited information abpout the 

seniors’ assets. After obtaining it, the “planners” encouraged the seniors to liquidate their 

legitimate investments and invest the proceeds in phony promissory notes promising higher rates 

of return. In fact, according to the SEC, the issuers of these notes had no real business and the 

defendants misappropriated, or stole, the seniors’ funds. 

 

To solicit the seniors, the “planners” distributed literature alarming them with claims that their 

state’s probate process was lengthy, complicated and expensive – and offering their firm’s 

“estate planning services, living trusts and revocable trusts” to overcome the problem. When the 

targeted seniors responded, they were urged to liquidate legitimate investments, withdraw IRA 

monies and invest in the firm’s recommended investment vehicles to achieve a higher rate of 

return.  

 

The seniors were told their monies would be invested in short-term high-interest notes, bank 

cards, resort projects and short-term interim mortgage loans -- all of which did not exist. Instead, 

their monies were used by the “planners” and their cohorts to make interest payments to earlier 

investors (Ponzi payments), pay exorbitant sales commissions, purchase several parcels of real 

estate, acquire and operate a pawn shop, make payments on personal credit cards and construct a 

residence and lake home. 

 



It’s not just fools who get parted from their money. It can be mature, otherwise reasonable 

individuals.  To avoid being victimized, seniors should remember not to let greed overcome 

common sense. Young and old alike should avoid get-rich-quick schemes, "free" offers, and 

"you have won" solicitations. Remember, if it sounds too good to be true, it is.  

 

Here are some other tips for avoiding investment scams: 

 

• Wait 24 hours before making any investment:  why rush? An offer from a reputable 

source will be there tomorrow.  

 

• Never reveal vital numbers such as credit cards, phone cards, dates of birth, Social 

Security numbers or personal identification numbers (PIN) for automated teller machine 

(ATM) transactions to verify a contest prize or low-cost vacation. 

 

• Ignore demands for “cash only” and secret deals available only to specially selected 

people. “No-risk, high-yield” investments exist only in fantasy land. Offers requiring that 

cashier's checks be sent immediately by private overnight carriers should smell fishier 

than last Friday’s crab salad. 

 

Seniors are special targets for con artists. According to some estimates, one-third of all victims 

of fraud schemes nationwide are seniors, despite the fact that they make up about only one-

eighth of the population. Worse still, approximately 60 percent of all health care fraud victims 

are seniors.   

 

But, you don’t have to join the statistics.  To protect yourself from investment scams, just 

remember that a little caution can go a long way. 

 

Cathy Rosebaugh is a Certified Senior Advisor and Seniors Real Estate Specialist with Alterna 

Home Solutions.  If you have questions about this article, please contact Cathy at 919-460-1061. 
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