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Dear Texas Investor:

Welcome to the Texas Investor Protection Guide from the Texas State 
Securities Board (TSSB), the securities regulator for the State of Texas.  
Our staff registers securities offered or sold in Texas, oversees the firms 
and individuals selling securities or providing investment advice to 
Texans, and enforces the Securities Act through criminal, civil, and 
administrative actions.  

Just as important, we help our fellow Texans become better-informed 
investors through our Investor Education initiative. Knowledge, 
attention to detail, and a healthy sense of skepticism can help you 
fight investment fraud.  

State securities regulators provide detailed background information 
about those who sell securities or give investment advice, as well as 
about the products being offered.  

The more you are prepared, the better your chances of avoiding a 
trap that can leave you in a financial hole for many years. Over time, 
markets rise and markets fall, but with steady investment and 
diversification the average investor stands a decent chance of success.  
If you invest in a fraudulent scheme, however, you will likely lose your 
entire investment.  

The Texas Investor Protection Guide gives you the tools you need to 
investigate before you invest-and protect your hard-earned money.  

Sincerely, 

John Morgan 
Securities Commissioner
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The Investor's Checklist 

L Receive complete information about the risks, 
obligations, and costs of any investment before you invest.  

Q Don't be rushed into an investment. Make a quick decision 
today and you may regret it for a lifetime.  

Q Contact your state securities regulator to obtain all 
regulatory information about firms and individuals handling 
your accounts.

Q Receive copies of all completed 
and agreements.  

L Make sure you understand your 
check for accuracy.  

L Make sure you can access your 
manner and receive information 
or limitations on access.

account forms 

account statements and 

funds in a timely 
about any restrictions

L Know precisely how much an investment is costing you 
in fees, commissions, or other charges.



CHAPTER I

PROTECTING YOURSELF 
AGAINST INVESTMENT FRAUD 

You can protect yourself and your financial assets from investment scams and frauds 

by educating yourself about the risks associated with different kinds of investment 

opportunities and staying alert to potential pitfalls.  

Specifically, you can often avoid the risks of falling prey to fraudulent schemes and 

making inappropriate investments by: 

" Being aware of the tactics that scam or fraud artists use and taking precautions against 

becoming a victim 

* Recognizing the characteristics of especially risky or potentially fraudulent investments 

* Investigating and verifying all information that is provided to you 

* Knowing the remedies available to you, and what agencies to turn to, if you become 

aware of fraud or other questionable investment practices 

You can contact the Texas State Securities Board for information 
about investment scams and fraudulent investments. As part of our 
commitment to educating Texas investors, we provide a variety of publications and 
programs. For example, The Texas Family Guide to Personal Money Management 
helps you organize your records and apply sound money management principles.  
It also describes the risks associated with different types of investments and how 
to choose appropriate investments to meet your future goals.  

For a free copy of this guide, contact the Texas State Securities Board by visiting our 
websites at www.ssb.state.tx.us and www.TexaslnvestorEd.org.  

Be Sure a Security Is Registered 
Virtually all fraudulent investment schemes involve the sale of unregistered 
securities. You can find out if a security, and the person offering it, is registered by 
contacting the Texas State Securities Board Registration Division at (512) 305-8300.
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How Swindlers Find Victims 
Some of the ways that con artists find their victims include: 

Investment Seminars 
Free lunch, breakfast, and dinner seminars often help swindlers attract an audience 
of investors like you to gain information about your personal finances. Often, these 
seminars serve as a platform to initiate a relationship that builds trust and confidence 
in an educational setting that may be a ruse for a future high-pressure or targeted 
investment presentation.  

Unsolicited Phone Calls 
Although some investments promoted over the phone are legitimate, unsolicited phone 
calls are one of the most common means that fraud artists use to contact would-be 
victims. When in doubt, hang up the phone.  

Mail 
Con artists use both email and regular mail to make initial contact. However, they may 
insist on finalizing the deal by phone or in person in an effort to avoid postal regulators.  

Internet Investment Schemes 
The Internet provides scam artists with countless opportunities to commit fraud. Chat 
rooms, blogs, and social media provide venues for swindlers to promote and perpetuate 
fraudulent schemes. These unscrupulous promoters use the Internet as a platform to 
conceal their identity, establish an electronic presence that creates a false sense of 
legitimacy, or advertise on a website to reach a large audience of potential customers.  

Referrals 
Con artists may depend on word-of-mouth to perpetuate a fraud. Specifically, they may 
offer high rates of return on an investment, and then use their own money or investors' 
funds to provide the initial investors with extraordinary returns. Through word-of-mouth 
and personal referrals, other people-including friends, neighbors, other family members, 
and church or community acquaintances-hear about the success of the venture, and in 
turn, invest their own funds.  

Advertisements 
Con artists sometimes use newspapers, magazines, financial publications, direct mail, and 
other media to attract their prospective victims and lure them into fraudulent investments 
and other schemes.
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Affinity Fraud 
Con artists often target religious, ethnic, cultural, and professional groups. Some scammers 

may be members of the group, while others pretend to be members in order to gain trust 

and establish credibility. In many cases, investors become the victim of what turns out to 

be a Ponzi scheme.  

Ways to Avoid Becoming a Victim of Fraud 
No investment is risk-free, though scam artists will try to persuade you otherwise. In fact, 
generally the greater the potential for investment return, the greater the investment risk.  
Be wary of anyone who promises a rate of return better than what similar investments are 
paying or who "guarantees" the investment will not fail.  

A con artist often gains the trust of investors by posing as an expert offering a compli
cated, difficult-to-understand investment. And while it can be hard to spot a swindler, you 
can help protect yourself by taking a few simple precautions.  

Don't Trust Strangers or Their Promises 
1. Be extremely cautious when strangers contact you by telephone, email, or in person, 

even if they claim to represent an organization or institution you know, including the 

bank where you have an account. Never share your Social Security number or driver's 
license number with them.  

2. Be wary of advertisements that give little or no information other than an 800-number, 

e-mail address, or website to contact sales representatives.  

3. Be skeptical about claims that an investment will yield extraordinary returns on 

your money in a short period of time. If the opportunity sounds too good to be true, 
it probably is.  

4. Beware of any financial professional who suggests putting your money into something 

you don't understand or who urges you to leave everything in his or her hands.  

5. Never be pressured into making hasty investment decisions or commitments.  

6. Always refuse demands for an immediate decision. Some swindlers use high-pressure 

sales techniques that require immediate money commitments because "tomorrow will 

be too late:" Be especially wary if you are told that the offer is "just one of two remaining 

openings:" If in doubt, wait, and do more research.
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7. Never send money in response to a phone solicitation. If you are contacted over the 
phone, do not make an immediate decision. Instead, ask for written information about 
the firm, the salesperson, and the investment. If a salesperson hounds you using high
pressure tactics, hang up the phone.  

8. Never, ever sign a blank form.  

Be Inquisitive: Ask Questions and Check the Facts 
Legitimate, registered investment companies and individuals will provide you with written 
materials that clearly explain the nature of the investment, the potential for loss, short
and long-term tax implications, and any fees you will be charged, among other things. If 
the seller has little or no written information about the investment or its past performance, 
you should be extremely cautious and probably not invest with the seller at all.  

Don't be embarrassed to ask about things that aren't clear to you. Remember, no question 
is dumb or silly when you are deciding how to invest your hard-earned money.  

Contact Trusted Sources for Help 
Often, smooth-talking con artists will have answers to your questions. They may or may 
not be true answers. That's why it's important for you to do some further investigation.  
Here's what you should do: 

When you need advice, consult third parties like your lawyer or accountant. Contact the 
Texas State Securities Board Registration Division by calling at (512) 305-8300 to find out 
if the company issuing the securities and the persons selling them are properly registered 
and have not violated the law. If the person or company isn't registered or has a history of 
trouble with authorities, you should proceed with extreme caution, and the best approach 
is to walk away.  

Call the Texas State Securities Board Enforcement Division at (512) 305-8300 to 
check whether it has any public information about the company or individual offering 

the investment.  

Contact the Financial Industry Regulatory Authority (FINRA) by calling (800) 289-9999 
to get information about the firm and the individual selling the investment.

4



Spotting Common Scams 
While con artists are adept at varying their schemes and coming up with new ways to 

cheat people out of their money, being aware of the most common types of scams and 

frauds can help you recognize and avoid them. Here are a few you should know: 

Ponzi Schemes 
One of the oldest investment scams is called a Ponzi scheme, named after Charles Ponzi 

who promised investors a quick 50% return on a postage stamp speculation scheme that 

collected millions before it collapsed in 1920. In a Ponzi scheme, a con artist typically 

offers high rates of return on an investment, and then uses his or her own money or 

investors' funds to provide the initial investors with exceptional returns. Through 

word-of-mouth and referrals, friends, family, and neighbors hear about the success of 

the venture and in turn invest their own funds. In reality, there is no underlying business.  

The early investors are simply being paid with funds received from later investors.  

When the scheme collapses, as it always does, the current investors lose their money and 

the scam's promoters walk away rich-or if they're caught, end up in jail. That will be little 

consolation for investors who lost their money, however.  

Pyramid Schemes 
In a typical pyramid scheme, a few individuals at the top of an organization recruit people 

to invest in their enterprise, tempting them with the promise of large sums of money 

when and if they bring in other investors. As more recruits invest, they're also expected 

to recruit other investors. Pyramid schemes focus on recruiting the investors and getting 

their money. Usually, there is no legitimate product being sold. Often, scammers disguise 

pyramid schemes as games, chain letters, buying clubs, motivational companies, mail 

order operations, or investment organizations.  

Pump and Dump 
In a pump and dump scam, a con artist buys a low-priced stock and spreads false 

information about it, thereby pumping up the price paid by unwitting investors. As the 

price goes up, the con artist sells the stock at the highest price and pockets the profits, 

leaving investors with almost worthless shares. Investors should be highly skeptical of 

stocks that trade on the "pink sheets;' or over-the-counter exchanges.  

Boiler Rooms and Bucket Shops 
As the name suggests, a boiler room or bucket shop is a physical place, often featuring 

banks of telephones used by cold callers who use high pressure methods to sell high risk or 

fraudulent investments. A bucket shop is typically an illegal brokerage firm in which con 

artists take your order, and your money, but never actually buy the securities. By the time 

you discover the fraud, the whole business has ceased to exist, along with your investment.
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Drilling for Riches and Energy Scams 
Recent energy prices, coupled with media attention and a growing concern over alter
native energy sources, have created fertile ground for promoters of fraudulent energy 
schemes. Oil and gas well interests are a common form of this type of investment fraud 
in which a con artist will try to convince you that purchasing an interest in a proven oil 
field or surefire wildcat well will result in great riches. Often, however, these wells hold no 
further reserves, and in some cases, don't even exist.  

Fraudulent energy offerings often appear sophisticated and use complex terminology.  
Potential investors are often provided with glossy brochures that contain geological 
reports, maps, plats, tax opinion letters prepared by attorneys, and other documents that 
appear legitimate and professional. Be sure to watch out for deals that promise rich profits 
based on fantastic mineral reserves-these deals may be illegal. And be especially wary 
of claims of "secret" or "new" formulas for removing valuable minerals from old mines, as 
these claims often signal a scam.  

Private Deals 
Some investors encounter investment opportunities or deals couched as "private" or for 
"special" clients only. While securities laws do offer businesses the opportunity to raise 
capital by selling unregistered securities in a non-public offering, these securities are not 
subject to the same review as registered offerings. Many state securities regulators have 
seen continued or increased abuse of fraudulent private offerings made under statutory 
exemptions from registration. Although properly used by many legitimate issuers, private 
offerings have become an attractive option for con artists looking to steal money from 
investors by promoting the special or private nature of these schemes and by making false 
and misleading representations.  

Coins and Precious Metal Schemes 
Con artists attempting to sell you investment grade coins, or gold, silver, and platinum 
bars and bullion often claim that the value of your investment will increase dramatically 
in the future. However, if you send money, often no coins or metals will be shipped to you.  
Instead, you'll be told that the coins and metals have been deposited in a vault or bank 
with an impressive name. Often, these metals and coins don't exist, and when they do, 
they're valued at an amount far less than what the seller originally claimed.  

Prime Bank Schemes 
Promoters of prime bank schemes often promise investors high-yield, tax-free investment 
returns on financial products from elite overseas banks. These products are presumably 
offered only to the world's wealthiest investors. Prime banks do not exist, and scam artists 
touting prime bank deals only intend to create profits for themselves.
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There's no such thing as an absolutely risk-free investment. All investments 
carry some risk, though some are more risky than others. Whenever you 
invest, you should be aware of the following types of risks: 

" Risks that are inherent to investments in general-for example, many stocks may lose 
value if there is an overall decline in the economy 

* Risks that are inherent to the specific investment-for example, a stock may decline 
in value if the company issuing the stock is poorly managed or operates in a highly 
competitive industry 

" Risks that result from the nature or complexity of certain investments that may cause 
you to pay or lose more money than you anticipated 

As a rule, the more complex the investment, the more wary you should be before making 
the investment. In particular, you should avoid making a high-risk investment unless you 
have steady income, adequate insurance, and readily available cash reserves in case 
of a loss. Even under these circumstances you should exercise extreme caution when 
considering high-risk investments.
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Risky Investments 
While all investments have potential risks, certain types of specific investments, while not 
illegal like Ponzi and pyramid schemes, are particularly risky and require you to exercise 
greater caution. The most common of these are described below.  

Life Settlement Contracts 
Life settlement contracts ("viaticals" is another term for them) are complex financial 
arrangements in which a life insurance policyholder sells his or her life insurance policy 
to a third party broker or investor. In return, the policyholder receives an immediate cash 
payout, the investor becomes the new policyholder, and the full death benefit is paid to the 
investor when the original policyholder dies. In some cases, companies provide investors 
with a guarantee that they will receive a return even if the original policyholder does not 
die during his or her projected life expectancy.  

Before you invest in a life settlement, it is critical that you understand the high level of 
risk involved: 

* A life settlement is not a liquid investment. You will not have access to your invested 
principal or earned gains until after the insured person dies.  

" It's impossible for a broker to guarantee you a certain return on a life settlement because 

there's no way to reliably predict an individual's actual life span. In fact, improved 

medical treatments further increase the difficulty of making an accurate prediction.  

* Policy premiums must continue to be paid on the policy until the insured individual 

dies. Before you invest, determine who will be responsible for paying these premiums, 
what guarantees are in place, and whether there is a possibility you'll have to invest 

more money. If the premiums are prepaid, find out who will be responsible for making 

the premium payments if the insured person lives beyond his or her life expectancy.  

If policy premiums are not paid, you risk losing some, or all, of your investment.  

* You cannot invest funds received from a life settlement in an IRA, 401(k), or Keogh.  
If you do, you will lose the favorable tax advantage offered by these qualified retirement 
plans. Check with your tax adviser.  

* The life insurance policy may still be in the contestable period. A policy that is in the 
contestable period is less than two years old. Insurance companies may refuse to pay 
death benefits related to policies in the contestable period for various reasons.  

* If the policy in question is a term life policy, an insurance company will not pay the 
death benefit if the insured outlives the term period of the policy.
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* In the case of a group policy, the sponsoring employer or the insurance company can 
terminate the policy. In addition, premiums may be higher and there may be limits on 
the insured person's rights to convert the group policy to an individual policy.  

At some point, a broker may try sell you a life settlement investment. Because life 
settlements are complicated financial arrangements that, for most investors, can be 
difficult to understand, it's critical that you determine the following: 

1. What are the risks involved? 

2. Is the seller licensed to sell life settlement investments? 

3. Is the seller registered with the Texas State Securities Board? 
4. How do I know my money will actually be used to purchase the policy? 
5. What fees and costs, if any, am I responsible for paying? 
6. Will I ever be asked to pay the premiums for the insurance policy? 
7. Who is responsible for monitoring the status of the insurance policy and 

the insured? 

8. Has the contestable period for the life insurance policy passed? 
9. How is the return on my investment calculated, and what is it likely to be? 
10. Are the principal and return on my investment guaranteed? 

11. Is the firm offering the "guarantee" regulated by any federal or state agency? 
12. When are the principal and return on my investment to be paid? 

Due to the complex nature of life settlements, you may wish to consult a 
professional, such as your accountant or an attorney, for further guidance 
before making this type of investment.  

Real Estate Investment Contracts 
Real estate investment contracts exist in many forms, including investments in real estate 
and direct investments in commercial or apartment buildings. One of the major risks 
of this type of investment is that property values can decline and the property may not 
generate the expected level of revenue, or it may remain vacant altogether. In addition, 
investments in real estate are often not readily convertible to cash. You should also be 
particularly wary of timeshare agreements and notes used in "flipping deals" which may 
be promoted as sure-fire ways to make a large return based on the expected increase in 
the value of the property.  

Real estate investments must often be registered with the Texas State 
Securities Board, the federal government, or both. Do your research and 
follow up with the appropriate regulatory authority such as the Texas State 
Securities Board.
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Foreign Exchange Trading 
Currency trading and foreign exchange (forex) trading schemes can be particularly harm
ful to unsuspecting investors. Trading in foreign currencies requires resources far beyond 
the capacity of most individual investors. Promoters often charge high commissions and 
claim to employ complex algorithms or proprietary software programs that allow them to 
beat the market. Many times they are just running Ponzi schemes. Too often, state regula
tors have encountered situations where there are no trades: The money is simply stolen.  

Exotic Investments 
You may be approached to buy investments that are tied to recent technological develop
ments or scientific breakthroughs. While these kinds of investments can be legitimate, they 
may also be scams dressed in high-tech language and designed to take advantage of your 
familiarity with news events. When you encounter this type of investment opportunity, be 
especially cautious if: 

* The details about the investment are obscure and confusing 

* The seller promises you an unusually high rate of return 

* There is pressure to act immediately 

* The seller offering the investment is a stranger 

Promissory Notes and High-Yield Investment Programs 
Many investors seek out safe, fixed-rate investments, especially those that can boost 

their income. But remember the correlation between risk and reward: every investment 

involves some degree of risk, and the greatest-yielding investments usually carry the 

highest levels of risk.  

Legitimate promissory notes are marketed almost exclusively to sophisticated or corporate 

investors that have the resources to research thoroughly the companies issuing the notes.  

However, promissory notes that are marketed broadly to the general public often turn 

out to be scams. Similarly, high-yield investment scams are marketed as everything from 

"secured debt obligations" to investment contracts that promise to pay extraordinarily 

high rates of returns.  

Mortgages and Trust Deeds 
This type of investment involves lending money to someone who wants to purchase 

or refinance real estate. In making this kind of loan, you count on receiving interest 

payments as the return on your investment and, if the borrower defaults, you should 

expect to receive title to the property as well. However, more often than not, the borrower 

is unable to repay the loan. You may also discover that the value of the property is not 

worth the amount of your investment, or that the deed was not transferred from the 

original owner. In that case, you would have no claim at all in the event of default.
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Making a Formal Complaint 
It's important to remember that all investments contain inherent risks and that financial 
loss is always a possibility. And although the Texas State Securities Board can't protect 
you from these types of risks, we welcome your questions, concerns, and requests for 
information should you suspect a violation of the Texas Securities Act or that you may be 
a victim of fraud.  

We respond to all inquiries, both written and oral. If you have an inquiry or complaint, 
follow the steps below.  

First, gather relevant documents, including: 

1. The name of the account holder 

2. The account number (this should appear on a statement or other document 
provided by the company) 

3. The name of the salesperson or representative who sold you the product 
4. A chronological list of events (including dates and times) from the initial contact 

made by the company 

5. Copies of documents including statements, letters, forms, and applications 
6. A description of how you want the company involved to rectify the situation 
7. The date that you would like a response 

Then contact the Texas State Securities Board by phone at (512) 305-8300 or at 
www.ssb.state.tx.us.  

Getting in Touch with the Texas State Securities Board 
Please contact the Texas State Securities Board if: 

* You have information about a suspected violation 

* You have a specific concern about an investment opportunity 

* You want to inquire about the activities of persons issuing or selling securities or 
giving investment advice 

There are several ways you can get in touch with us: 

1. Complete the complaint form, which you can find online at www.ssb.state.tx.us 
or request the form by contacting us by phone, email, or mail.
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2. Send us a letter describing the nature of your concern. Make sure to include copies of 
the relevant documents (statements, letters, forms, and applications) and mail your 
letter to the following address: 

Texas State Securities Board 
P.O. Box 13167 
Austin, TX 78711-3167 

3. Call the Texas State Securities Board's Enforcement Division. When you call, we may 
ask you to complete and return a brief questionnaire. You can contact our Enforcement 
Division by calling (512) 305-8300 or sending a fax to (512) 305-8398.  

4. Submit a complaint online through our home page at www.ssb.state.tx.us. The "File a 

Complaint" link is on the right hand side of the page.  

Depending on the circumstances of your inquiry, the Texas State Securities Board may 

begin an investigation. If our investigation uncovers facts that indicate a violation of the 

Texas Securities Act, we may pursue administrative sanctions or injunctive relief through 

the Attorney General, or we may seek indictment and criminal conviction through the 

appropriate prosecuting authority.  

If you are a victim who has been harmed by a violation of the Texas 
Securities Act, you should consult private legal counsel to determine 
what remedies may be available to you.
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CHAPTER II

WHY CON ARTISTS TARGET 
SENIOR CITIZENS 

Senior citizens are often the primary target of investment con artists and are often sought 

out by disreputable stockbrokers and financial planners who engage in abusive practices.  

Sadly, the files of state securities agencies are filled with examples of older people who 

have been cheated out of their savings. The tragedy is compounded by the fact that older 

investors have comparatively little time to recover from their losses, meaning that an 

investment scam can leave their retirement plans shattered.  

Why are older investors so disproportionately targeted? First, they may have amassed 

significant assets after a lifetime of working and saving. As Willie Sutton supposedly said 

when asked why he robbed banks, "That's where the money is." 

Second, there is the ever-present question on the minds of older investors: Will I have 

enough money to last through retirement? This worry can be compounded if they are 

still financially responsible for dependent children or their own aging parents. Scam 

artists prey on these fears by promising high-return, low-risk investments. Of course, 

there is no such thing as a high-yielding investment that carries little or no risk, and 

anyone who promises such a deal is pitching a fraudulent scheme.  

Also, keep in mind that almost all investment products must be registered. The Texas 

State Securities Board can tell you if the investment is registered or not. Remember that 

extensive background information on investment salespeople and firms is available to 

you in the Central Registration Depository (CRD) files available from your state 

securities agency.  

There are other reasons scam artists often target senior citizens as easy marks for 

investment swindles: 

* Senior citizens are frequently home alone and don't have a trusted person there to 

provide advice or caution.  

* Older people who spend most of their time alone are often eager to have someone to 

talk to, either in person or on the telephone.  

* Many seniors who participate in community groups, like churches, are exceedingly 

trusting of the organization's members or participants.
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Four Ways Seniors Can Protect Themselves from Fraud 

If you are a senior citizen, you can avoid this kind of victimization by 
following four self-defense tips: 

1. Don't be a courtesy victim 
Older generations were taught to be courteous at all times, whether guests visit 
them in person or contact them by phone. Con artists often take advantage of 
these overly accommodating seniors, exploiting their good manners to get at their 
money. Remember, strangers who call and ask for your money should be regarded 
with the utmost caution. The best response is to hang up the phone. Don't trust a 
stranger who is touting a strange deal.  

2. Never judge a person's integrity by how they sound 
Senior citizens who fall prey to a con artist often explain that the swindler 
sounded like such a nice person. Successful con artists sound professional and 
are able to make even the flimsiest investment deals sound as safe as putting 
money in the bank. They combine these sales pitches with extremely polite man
ners, knowing that many older people may equate good manners with personal 
integrity. Remember the sound of a voice, particularly on the other end of your 
telephone, has no bearing on the soundness of an investment opportunity.  

3. Watch out for salespeople who prey on your fears 
Con artists play on older people's concern that they will either outlive their 
savings or see all of their financial resources vanish overnight as the result of a 
catastrophic event, such as a costly hospitalization. As a result, swindlers often 
pitch schemes as a way for the elderly to build up their life savings to allay fears 
of running out of money. Remember, though, that fear, like greed, can cloud good 
judgment, and leave victims of fraud mired in a terrible financial position.  

4. Don't let embarrassment or fear keep you from reporting fraud or abuse 
Some senior citizens fail to report that they have been victimized for fear that they 
will be judged incapable of handling their own affairs. Other seniors believe that 
their victimization will be viewed as grounds for forced institutionalization in a 
nursing home or other facility.  

Con artists count on these sensitivities to prevent or delay the elderly from 
reporting the scam to authorities. While money lost to investment fraud is rarely 
recovered, there are also many cases in which older people discover that they 
have been misled about an investment in time to recover some or all of 
their funds.  

If You Become a Victim of Scam 
If you fear you may have been victimized, don't be embarrassed about 
contacting your state securities agency. For more information, call the Texas State 
Securities Board (512) 305-8300.

14



CHAPTER III

RECENT INVESTMENT SCAMS: 
TEXAS CASE STUDIES 

Each year, investors in Texas lose millions of dollars to con artists practiced in the art of 

the financial scam. What follows are several cases that the Texas State Securities Board 

investigated or prosecuted; we hope the facts of these cases will help investors recognize 

the warning signs of fraud and the importance of thoroughly investigating any investment 

before committing money.  

Case Studies 

Reginald Lee Clark: Preying on Investors' Faith 
Reggie Clark held himself out as a successful financial adviser and a true Christian 
gentleman who only wanted to help his elderly clients invest safely and securely.  
In truth, Clark was a Scripture-quoting con man who bilked his victims out of about 
$400,000.  

Clark, who operated in and around Limestone County, gained his victims' trust by 
initially placing them in legitimate investments, and investors received timely account 
statements. After a time, though, Clark would convince them to move their money to 
other investments, ones he promised would provide higher returns. Clark told some 
of his investors that to gain access to these superior investments he would need 
trading authority over their accounts. Clark supposedly invested in government 
bonds, a horse breeding operation, and a large money management company. He 
sent one client statements that indicated she was earning a 13% return.  

Instead of investing clients' money, Clark shuffled the funds, using money from one 
investor to pay another. He used investors' funds as his own, spending their money 
on his day-to-day expenses-even a parking ticket-and he misappropriated $20,000 
to help make a down payment on a house he bought in Mexia.  

Clark was registered to sell securities in the 1990s. But his registration had long 
since lapsed by the time he started scamming his clients.  

In May 2011, Clark was sentenced to 25 years in state prison after a Limestone 
County jury convicted him on a charge of theft. State Securities Board enforcement 
attorneys served as special prosecutors for Limestone County.
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John F. Langford: Insurance Agent Turned Investment Con Man 
Langford & Associates was a longstanding insurance business in Amarillo, known 
for its television and radio commercials which told listeners, "We don't promise 
to make you rich, but we guarantee not to make you poor." If only that were true.  
Langford sold $7 million worth of "private annuities" and other fraudulent invest
ments to dozens of investors, including clients of his insurance agency. Langford's 
business partner, Jimmy Don King, aided in the scam.  

Most of Langford's victims were elderly, including a woman in Carson County 
who bought nearly $1 million in worthless investments from him. She was later 
adjudicated to be incompetent due to dementia. Most other investors entrusted 
Langford with anywhere from $5,000 to $200,000. The State Securities Board's 
investigation started after the woman's guardian sued Langford and King for failing 
to make payments on the woman's investment.  

Neither man was registered to sell securities, as required by law.  

In September 2011, after an investigation by the State Securities Board and 
Potter County prosecutors, Langford was sentenced to 15 years in state prison on 
securities fraud and related charges. The next month, King was sentenced to two 
years in prison. Langford's investors ultimately received about 3 cents for every 
dollar they invested with him and King.  

The Rands: Oil and Gas Fraud, Family Style 
Dallas-based Aspen Exploration Inc. was a family business. Unfortunately, the family 
was the Rands, and the business was fraud. William Anthony "Tony" Rand and two 
of his sons, Gregory K. Rand and William N. Rand, were principals in Aspen, which 
sold fraudulent oil-and-gas investment programs to hundreds of investors across the 
United States. Aspen investors thought they were buying into the managerial rights 
of certain joint ventures and wells in South Texas. Instead, their money-close to 
$100 million-paid for the family's extravagant tastes in houses, jewelry, artwork, 
speedboats and vehicles.  

The Rands and other principals of Aspen Exploration provided inaccurate information 
to investors, touting the performance of the company's earlier wells without disclos
ing vendor liens and investor lawsuits related to those wells. Aspen salesmen told 
investors they could receive profits equal to their initial investment within three years, 
and thereafter earn multiples of their investment.  

Aspen, however, failed to tell investors it was insolvent and relied on investor 
funds to operate. Nor were investors informed of another relevant fact: Tony Rand 
served nearly seven years in federal prison for bank fraud, money laundering, and 
other offenses.
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Another of Tony Rand's sons, Wayne Anthony Rand, ran a separate oil-and-gas 
scheme in Rockwall County. He raised $8 million from investors for bogus explora

tion projects, most of which paid for the same types of ostentatious items his family 
members bought.  

The U.S. Attorney's Office for the Northern District of Texas and State Securities 
Board attorneys investigated and prosecuted the Aspen defendants. Sentences were 
imposed in July 2011 for Tony Rand (5 years, 5 months), Gregory Rand, (18 years), 
and William Rand (15 years). Wayne Anthony Rand pleaded guilty to theft and in 
January 2011 was sentenced to 20 years in state prison.  

Dennis Bowden, Jeffrey Bruteyn: 'Relationship of Trust,' Betrayed 
Dennis Woods Bowden was the chief operations officer at two affiliated companies 
in Dallas, AmeriFirst Funding and AmeriFirst Acceptance, and Jeffrey Charles Bruteyn 

was the managing director. The companies promised to enter into "a relationship of 
trust" with its investors, many of whom were retired Texans and Floridians looking 

for safe, secure investments. Bowden and Bruteyn orchestrated the offering of debt 

obligations that took in $50 million from more than 500 investors.  

The AmeriFirst companies promised fixed returns of between 7.25% and 8.5% 
annually-yields that were certainly attractive to older investors, who were earning 

far less on secure investments such as certificates of deposit and Treasury bills.  

AmeriFirst told investors their investments were guaranteed by a commercial bank, 
that their principal was secured by collateral, and that insurance purchased by 
AmeriFirst companies insured investors against loss of their money. All these 

assertions were false.  

Bowden, who promised to act as a fiduciary for investors, instead used their money 

to buy an airplane, sports cars, a condominium, and real estate for used car lots, a 

business Bowden was in as well. Bruteyn, who helped structure the scam, lied about 
his credentials. He failed to tell investors he was barred from the financial industry in 

2003 following two separate findings of misconduct. Bruteyn also touted his (non

existent) degree from the Wharton School of Business and his (non-existent) status 

as a member of a family with vast wealth from the oil business.  

A prosecution by the U.S. Attorney's Office for the Northern District of Texas and the 
State Securities Board resulted in Bruteyn's conviction on nine counts of securities 
fraud. In March 2011, he was sentenced to 25 years in federal prison. Bowden was 
convicted in December 2011 on four counts of securities fraud and five counts of 
mail fraud.
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Richard Lewis: Created an Investment Fund, Then Drained It 
Richard Bruce Lewis, an investment adviser in Tomball, sold $2.1 million in partner
ship interests in a fund he created, STS-STATS L.P. Lewis told investors he would use 
a mathematical probability model to identify stocks to sell short-a trading strategy 
in which an investor profits when the price of a stock declines. Investors ultimately 
placed $2.1 million in the STS Fund, which would be managed by Lewis and another 
partner in their firm, STS-Advisors Ltd.  

For the privilege of investing, STS charged fees that dwarfed even the fees typically 
charged by hedge funds. Investors were charged a 3% annual management fee 
and 30% of the fund's profits every quarter. The value of the fund steadily declined, 
however-not because of trading losses, but because Lewis engaged in fraudulent 
practices by making numerous excessive and unauthorized withdrawals.  

In 2007 the balance of the STS Fund stood at $701,215. A little more than two years 
later, the value had fallen 62% to a total of $265,707. By the end of 2010, the fund 
contained about $1,000.  

While Lewis had enough bravado to reel in investors, it's worth noting neither he nor 
his partner in STS invested in their own fund.  

The registrations of STS-Advisors and Bruce were revoked in a March 2011 Default 
Order entered by the Securities Commissioner.  

Brian Bjork: Sold Non-Existent Bonds 
Brian Anthony Bjork and his Houston investment firm, Select Asset Management LLC 
(SAM), had a longstanding business relationship with the Joel David Salinas Financial 
Group in nearby Friendswood. Bjork even served as an officer of David Salinas' company 
until early 2011. The relationship was costly for investors, however. Bjork and SAM told 
their clients that they could buy safe and secure corporate bonds through Salinas 
Financial. Customers bought about $39 million of these bonds, which turned out to be 
non-existent.  

Bjork also recommended and sold his clients interests in private investment 
funds. Clients invested $13 million in these funds without knowing the funds made 
undisclosed loans to affiliated companies. Bjork and SAM also comingled investor 
money and failed to provide promised financial statements to clients. On top of 
that, neither Salinas nor his company was registered in Texas to do business as 
investment advisers.
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Bjork also failed to comply with the terms of a Disciplinary Order the Texas 
Securities Commissioner entered against him in 2008. Bjork and SAM failed to 
retain an independent compliance specialist to review marketing, regulatory filings, 
and conduct registration checks on SAM employees.  

Salinas was known in basketball circles as the founder of an elite amateur program 
in Houston and as a donor to university athletic programs in Houston. He committed 
suicide in July 2011.  

A lawsuit by the SEC forced Select Asset Management into receivership in 2011.  
The Texas Securities Commissioner revoked the registrations of Bjork and SAM in 
October 2011.
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CHAPTER IV

FINDING A FINANCIAL PROFESSIONAL 
YOU CAN TRUST 

At one point or another, most investors will turn to a financial professional to help with 
their investing decisions. And like other professionals, such as attorneys and accountants, 
financial professionals specialize in providing specific services. So it's important to know 
the kind of financial help you need so you can choose a professional who is best qualified 
to provide it.  

Finding the right financial professional can be challenging. But it helps to understand the 
important distinction between two basic types of financial professionals-investment 
advisers and brokers.  

Investment advisers provide investors with advice to help make investing decisions and 
may also manage investors' portfolios.  

Brokers, legally known as registered representatives, are the salespeople who execute 
investing decisions-like buying and selling securities-on your behalf.  

Investment Advisers 
Investment advisers may be sole practitioners but are more often advisory firms that 
employ a number of advisers. (Investment advisers are also called registered investment 
advisers, or RIAs.) In contrast to brokers, whose earnings are commission-based, invest
ment advisers charge fees for their advice, but do not buy or sell securities for you.  

Your adviser may calculate fees as a percent of the money he or she manages on your 
behalf. In other cases, your adviser might charge you an hourly fee, or possibly even 
charge you an annual retainer for a particular package of services.  

According to federal law, investment advisers have a fiduciary duty to act in the 
best interest of their clients. This means that advisers must provide prudent advice, 
recommendations, and asset management services that benefit the people who retain 
their services and not act for personal gain. Advisers are also legally required to make 
you aware of the following: 

* Their experience and credentials 
" The services they offer 
" How they are compensated
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* Any conflicts of interest or any record of disciplinary actions that have been taken 

against them 

Investment advisers are required to be registered with one of two regulatory authorities, 

depending on the size of their business. Specifically: 

* Investment advisers who manage less than $100 million in total assets-referred to as 

assets under management (AUM)-must be registered with and inspected by the Texas 

State Securities Board.  

* Investment advisers who have more than $100 million in assets under management 

must register with the Securities and Exchange Commission (SEC).  

FORM ADV: Essential Adviser Information 
Investment advisers are required to provide their background information on 
Form ADV. Part 1 of the form describes the adviser's education, philosophy, and 
disciplinary history within the last 10 years. Part 2 describes the adviser's services, 
fees, and investment strategies. Part 1 is filed electronically and is available 
electronically on the Investment Adviser Public Disclosure (IAPD) website at 
www.adviserinfo.sec.gov.  

Advisers must furnish you with Part 2 upon request if it is not available electronically.  

Brokers 
In addition to being known as a broker or a registered representative, an investment 

salesperson may also be called a sales agent, account executive, financial consultant, or 

even a financial adviser. Despite the differences in titles, the registration requirements for 

individuals selling investment products are the same.  

Brokers may work for large brokerage firms, or they may be employed by smaller regional 

or local brokerage practices. In contrast to investment advisers, brokers are not paid to 

give you investment advice. Instead, any suggestion or recommendation that your broker 

makes about buying or selling particular securities is considered part of the brokerage 

transaction that may result, and not as separate advice.  

Brokers are also held to a lesser standard than investment advisers. Specifically, they are 

under no legal obligation to act as fiduciaries or in your best interest. They are legally 

required to recommend only assets that are suitable for you, based on your financial situa

tion, needs, and other security holdings. In addition, brokers have no legal responsibility to
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inform you of potential conflicts of interest. In fact, other parties-namely the companies 
offering the securities or in some cases the firms that brokers work for-may compensate 
brokers for selling you certain investments.  

An investment that is suitable for some investors might not be right for you and your 
investing needs. For example, some products, such as highly risky, long-term investments 
that may be appropriate for young investors are often unsuitable for senior citizens 
due to limited access to invested funds. Accordingly, brokers have a responsibility to 
recommend only those investments that they believe are suitable for their customers' 
financial situations.  

Unfortunately, when some brokers stand to earn high commissions on 
a certain investment product, they may not adhere to the suitability 
standards-with potentially dire consequences for the investor. To prevent this from 
happening to you, remember to make sure your investments are appropriate for your 
investing needs and risk tolerance.  

Whether brokerage firms have offices in Texas or conduct business from outside the state 
by mail, over the phone, or by computer, all brokerage firms and their salespeople must be 
registered with the Texas State Securities Board.  

However, you should keep in mind that brokers and brokerage firms attain registration 
status by meeting the state's minimum qualification standards. Registration does not 
guarantee that a broker or broker-dealer will meet your expectations.  

Where Brokers and Brokerage Firms Are Registered 
In Texas, brokers and the firms they represent-called broker-dealers-are 
generally registered with the following regulatory authorities: 

The Texas State Securities Board Registration Division. To verify whether your broker is 
registered in Texas, call our Registration Division at (512) 305-8300 or visit us at 
www.ssb.state.tx.us.  

The Financial Industry Regulatory Authority (FINRA). For more information about brokerage 
firms and their registered representatives, contact the FINRA hotline at (800) 289-9999 
or visit www.finra.org.
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Selecting a Broker 
With thousands of brokerage firms just in Texas, finding the right one can seem over
whelming. It doesn't have to be. To simplify the process of finding a broker, follow 
these steps: 

1. Think through your financial goals. Before discussing your financial goals with a 
broker, fully evaluate your personal finances by asking the following questions: 

* How much do you want to invest? 

* How much of a return do you hope to achieve? 

* How much risk are you willing to take to reach your goals? 

2. Determine how much service you want from your brokerage firm. A full-service firm 
will offer advice on specific securities, make recommendations, and provide research 
support. A full-service firm will be more expensive than a discount broker, which 
typically won't provide advice or recommendations about buying or selling a 
specific security.  

3. Be realistic in stating your net worth and the cash you have to invest. It's 
important not to exaggerate your net worth, because brokers base their investment 
recommendations on your investment objectives and your net worth, among other 
factors. If you're not completely honest, your broker won't be able to make the 
appropriate recommendations.  

4. Get references from people you know. Ask friends, relatives, and co-workers for the 
names of brokers who served them well. As you receive suggestions, follow up by 
asking specifically what your friends and family members liked and did not like 
about their brokers.  

5. Ask about fees and commissions. Your broker will likely receive a commission that 
is largely based on the size of your investment. Before opening an account, make 
sure you fully understand how much and how often commissions relating to your 
investment will be paid.  

6. Make sure your broker is registered. In order to conduct business in Texas, your 
broker must be registered with the Texas State Securities Board. Contact our 
Registration Division at (512) 305-8300 or through our website, www.ssb.state.tx.us, 
for information about firms and their registered representatives.
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Researching Your Broker or Brokerage Firm 
It's important to do some research before you trust an individual or a securities firm 
with your money.  

Often, background checks will not only provide you with information that can save you 
both money and future aggravation, but will also give you the peace of mind you need to 
feel confident in your investment. In fact, just one phone call may save you from sending 
your money to a dishonest broker or a disreputable brokerage firm.  

Securities regulators like the Texas State Securities Board are committed to helping you 
make informed investment decisions, and make facts about your broker and brokerage 

firm relatively easy to obtain.  

The Central Registration Depository (CRD) System 
When you're ready to start investigating your current or potential brokers, the Central 

Registration Depository System (CRD) is a good place to start. The CRD is a computer

ized database that holds licensing and registration information for registered representa

tives and securities dealers and brokerage firms throughout the United States.  

Because anyone wishing to sell securities generally must be licensed and registered to 

do so, the records of legitimate brokers and brokerage firms who sell securities are main

tained on the CRD. That information is made available to the Texas State Securities Board.  

These records will tell you about your dealer's or your agent's past, including: 

* Employment history for the past 10 years 

" Securities examination scores 

* Licensing or registration status 

* Disciplinary history 

As an investor, you can request a public report of background information for any broker, 
agent, or brokerage firm. In addition to employment and examination history, the CRD 

report will contain the following types of disciplinary history: 

* Final disciplinary actions that have been taken by federal, state, and foreign securities 

regulators as well as self-regulatory organizations such as the Financial Industry 

Regulatory Authority (FINRA) 

* Civil judgments and arbitration decisions that involve public customers in securities 

and commodities disputes 

" Criminal convictions or indictments against registered or licensed brokerage firms
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" Settlements of $10,000 or more among the parties to arbitrations, civil suits, and 

customer complaints that pertain to securities or commodities transactions 

* Employment terminations following allegations related to violations 

of investment-related statutes or rules, including fraud, theft, or failure to 
supervise investment-related activities 

* Bankruptcies filed within the last 10 years 

" Outstanding liens and judgments 

* Pending disciplinary actions taken by industry regulators that relate to securities 
or commodities business 

* Pending arbitrations and civil proceedings that involve securities or 
commodities transactions 

* Pending written complaints that involve sales practice violations and 
compensatory damages of $5,000 or more 

How to Request a CRD Report 
If you'd like to request a CRD report, call the Texas State Securities Board at 
(512) 305-8300 or email us at records@ssb.state.tx.us. As a matter of practice, 
brokers, agents, and brokerage firms are not advised of your request.  

Checking Up on Investment Advisers 
It's now easier to get information about customer complaints and civil, criminal, 
or regulatory actions against individual investment advisers, as well as their 
professional qualifications and employment history.  

The Investment Adviser Public Disclosure (IAPD) website has been upgraded to 
include up-to-date information from state regulators and the Securities and Exchange 
Commission. Previously the investment adviser site provided instant access only to 
records filed by registered investment advisory firms, and not the individual advisers 
who work for the firms. Now, information going back 10 years is available.  

The IAPD site is free and you can visit it at www.adviserinfo.sec.gov.
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The Financial Industry Regulatory Authority (FINRA) 
The Financial Industry Regulatory Authority is the financial industry's self-regulatory 
body. It is not a governmental entity. If you're considering investing with a particular 
broker, agent, or brokerage firm, you can call FINRA to learn important facts about the 
firm or individuals.  

The following information is available on the FINRA toll-free hotline: 

* Final disciplinary actions and criminal convictions that involve firms, brokers, and 
individuals registered with FINRA 

* Civil judgments related to securities matters 

* Formal disciplinary proceedings that are pending before the Securities and Exchange 
Commission (SEC), FINRA, other self-regulatory organizations, and individual states 

" Criminal indictments reported by the securities industry and the United States 
Department of Justice 

* Pending or final FINRA proceedings 

Alternatively, you can research any broker or firm that is currently or was previously 

registered with FINRA using FINRA's online BrokerCheck tool. In addition to capturing 

the same information that is stored in the CRD, FINRA's BrokerCheck database houses 

the professional information for current and former member firms and current and 

former FINRA- registered brokers. Using BrokerCheck, you can: 

* Search for both brokers and brokerage firms 

* Access online background reports 

You should keep in mind, however, that FINRA does not report certain 
types of information that may be available through your securities 
regulator, so be sure to contact the Texas State Securities Board for the most 
complete information.  

0 

How to Contact FINRA 
To contact FINRA, call (800) 289-9999 between 9 a.m. and 5 p.m. (EST), for 
information about specific brokerage firms and their registered representatives.  
You can also visit the FINRA website at www.finra.org and access BrokerCheck at 
www.finra.org/Investors/ToolsCalculators/BrokerCheck.
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Interviewing Candidates-and Yourself 
Once you've done your research on a financial adviser-whether you are looking for a 
broker or an investment adviser- it's time to ask some questions. In The Little Book of 
Safe Money (Wiley & Sons Inc., 2010), Jason Zweig, personal finance columnist for The 
Wall Street Journal, recommends the following: Sit down with the candidates to be your 
financial professional and ask the questions listed below. On the next page, Zweig lists the 
questions you should be prepared to answer when you meet with the candidates.  

Questions You Should Be Prepared to Ask 

* What made you want to become a financial adviser? 

* Do you focus primarily or exclusively on asset management, or do you also have 
expertise in taxes, retirement, and estate planning, as well as budgeting and debt 
management? What education, training, experience, and licenses do you have in 
these practice areas? 

* What is your philosophy of investing? Do you rely mainly on lower-cost index 
mutual funds? (If the answer is "No;' ask to see evidence that the alternatives actually 
have worked.) 

* How often do you typically trade for clients? 

" How high an annual return on my investments do you think is feasible? 
(Anything above 10% suggests the adviser is either delusional or dishonest.  
Answers below 8% start to make sense.) 

" How do you manage risk? 

* What needs and goals does your typical client have? 

* How many clients do you have, and will you personally manage my account? 
How much time should I reasonably expect you to devote to me over the course of 
a typical year? 

* Describe something you achieved for a client that makes you proud.  

" What's the worst mistake you've made with a client? 

* How do you go about resolving conflicts with clients? 

* Describe the process you have in mind for helping me to achieve my goals.  
How will you monitor our progress? 

" When recommending investments, do you accept any form of compensation from 
any third party? Why or why not?
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" How long will I have to decide whether to commit to actions you recommend? 
Are there circumstances under which I would have to make up my mind immediately? 
(That would be a no-no.) 

* What are your services likely to cost me in a typical year? What percentage of my assets 
will you charge in annual fees? How do you report your fees and commissions? 

* May I see a sample account statement, and can you explain it to me clearly? 

* What does money mean to you? Do you consider yourself financially successful? 

" Can you provide me with your resume, both parts of your form ADV, and at least 

three references? 

" Has a client ever filed a complaint against you? Why did the most recent client who left 

your firm decide to do so? 

As you ask these questions, take written notes not just on how the adviser seems to 

respond to your queries but also on how the answers make you feel. Do you sense that 

this person is trustworthy? You should come away feeling that you would have no worries 

in sharing a close secret with this person-because sooner or later, you probably will.  

If you have any doubts, find another adviser.  

Questions You Should Be Prepared to Answer 
Good financial advisers are in high demand, and no matter how much you might want to 

hire them, they might not want to work with you as a client unless you see eye to eye with 

them. So you should be prepared to openly and honestly answer questions like these: 

* Why do you think you need a financial adviser? 

" How knowledgeable are you about investing and financial matters, and how confident 

are you in your knowledge? 

" What does money mean to you? 

* What are your biggest fears? What are your fondest hopes? 

" How much time and energy are you willing to invest in any financial plan we develop? 

" What would it take for you to feel our working relationship is successful? 

* When someone presents you with evidence that your opinions may be mistaken, 

how do you respond? 

" How do you deal with conflicts or disputes?
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* How did you handle your investments during the severe bear market that began in 

the fall of 2007? With perfect hindsight, what would you have done differently? 
How has your attitude toward risk changed? 

Invest time in picking a good financial adviser. It will be one of the most important 

relationships you ever have.  

Cold Calling 
It happens to all of us: The telephone rings as you're sitting down to dinner, relaxing with 

family, or putting the kids to bed. When a stranger calls to sell you an investment, how do 

you know if there's trouble on the line? 

When a broker you don't know tries to sell you stocks or other types of investments 

over the phone, it's called cold calling. For legitimate securities firms, cold calling serves 

as a practical way to establish new contacts and reach potential customers. But for 

dishonest brokers and con artists, cold calling can be a platform for talking you into a 

bad investment or scam. In some cases, serious trouble and financial losses may await 

you at the other end of the line.  

What Are Signs of Trouble? 
Honest brokers use cold calling to find clients for the long term. They ask questions to 

understand your financial situation and investment goals before recommending that 

you buy anything.  

Dishonest brokers use cold calls to find "quick hits." One sign of trouble is the "three-call" 

technique: the first call is a warm up, the second call is the set up, and the third call is 

the close.  

Investors should be extremely skeptical about any type of cold-calling, just as they should 

be wary of online pitches for investments. In almost every instance, it's best not to deal 

with unsolicited pitches at all.  

If you are interested in an opportunity that arises from a cold call, call the Texas State 

Securities Board and ask the same questions you would of any other potential investment.  

These questions can help you weed out the bad actors: 

* Is the investment registered? 

" Is the broker licensed in Texas? 

* Have you received any complaints about the broker or the firm? 

* Does the broker have a disciplinary history? 

* Have you received complaints about the stock, the company, or the 

company's managers? 
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To submit a complaint about abusive cold callers, take down the 
following information:

0 

0 

0 

0

The caller's name 
The name of the firm he or she represents 
The date and time of the call or calls 
What the caller said to you 
What you said to the caller

Make sure to include your contact information, and send your complaint to the 
Texas State Securities Board at the address on the back of this guide.
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CHAPTER V

MAKING AN INFORMED INVESTMENT 

Investors hope to accomplish different things when they invest, such as having the money 

to buy a home, pay for children's education, or live a comfortable retirement. In many 

cases, they strive to strike a healthy balance among several investment goals with different 

costs and different time frames.  

Where to Get Investment Advice 
To help you decide on and prioritize your financial goals, and invest over 
the short or long term, you may want to refer to The Texas Family Guide to Personal 
Money Management. You can obtain a copy from the Texas State Securities Board by 
calling us at (512) 305-8300 or visiting our website at www.TexasinvestorEd.org.  

Understanding Risk and Return 
No matter how you choose to invest to meet your goals, you always assume some level 

of risk. Risk, in this case, is the possibility that you may lose some or all the gains you 

have made, or even the amount of your initial investment-referred to as principal.  

Remember, the greater the investment growth you seek, the more risk you must be willing 

to take. Alternatively, when you assume less risk by purchasing safer investments, you're 

likely to achieve relatively lower returns.  

In considering the most appropriate investments to meet your needs and goals, you should 

determine the level of return you would like to achieve while keeping within the comfort 

zone of the risk you're willing to assume. Balancing risk and return in this way can also 

help you to establish reasonable goals and determine which investments you should buy.  

For example, if you're a young investor who is willing to weather the ups and downs of the 

market, growth stocks with the potential for long term gain may be appropriate for you.  

On the other hand, if you're nearing retirement, you may be interested in more conserva

tive, income-producing investments that are better suited to protecting your assets, such 

as highly rated bonds that provide a steady source of interest income. Generally speaking, 

some investors are interested in growth, some in generating income, while others are 

interested in preserving the assets they already have.
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Investment Objectives 
Knowing your investment objectives can help you decide which types of investments 
you should buy: 

Safety 
If your primary concern is safety, you will probably be most comfortable with a 
conservative investment philosophy where there is minimal risk of losing your 
principal, or original investment. United States Treasury bills, bonds, and notes, as 
well as bank certificates of deposit (CDs), may be suitable investments for an investor 
with safety as a primary objective.  

Income 
If income is your objective, you should consider purchasing investments that provide 
a stream of income through regular payments, which may or may not decrease the 
invested principal. Preferred stocks and highly rated bonds are examples of investments 
that have the best potential to provide regular income in the form of dividends and 
interest, respectively.  

Growth 
Stocks can provide long-term appreciation, or increase, in market value, and have 
historically outperformed bonds and the rate of inflation. But stocks are riskier than 
more conservative, income-producing assets, and there have been many periods of a 
decade or longer when the return from stocks has been flat or negative. You can buy 
different types of stocks by investing in mutual funds that specialize in the broad U.S.  
or foreign stock markets, for example. Other funds invest in companies they believe to 
be undervalued or in small-company stocks with potential for better-than-average 
appreciation in value.  

Speculation 
If you are the type of investor with a high tolerance for risk, and your financial situation 
is such that high-risk investments are appropriate, then you might consider speculation 
as your investing objective. This strategy often includes trading stocks of new or unproven 
companies or buying or selling options. Although there is the potential for greater returns 
on speculative investments, there is also high risk, meaning there is also the possibility for 
substantial losses, including in some cases the loss of your entire principal.
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Investment Objectives Illustrated 
Consider the following examples of tax-sheltered accounts for two investors-one in 

her 20s, just starting to save for retirement, and one in his 60s, newly retired and seeking 

to preserve savings while also trying to outpace the effects of inflation.  

The 20-something investor might choose this strategy:

20% bonds 

30% foreign stocks

The retired 60-something investor might choose a 
conservative allocation:

20% U.S. stocks 

2 

20% foreign stocks

50% U.S. stocks 

more 

50% bonds

10% cash or equivalents

When you're considering investments, keep in mind that US Treasury 
Bills ("T-bills") are the benchmark of minimal-risk investments. That's 
because T-bills are the shortest-term investments that are fully backed by the faith 
and credit of the United States government and therefore have an extremely low risk 
of default. In addition, as short-term investments, T-bills also protect you against the 
risk of inflation, which is the decreased purchasing power of your money over time.  

If an investment that you are considering purchasing is described to you as having 
a very low risk, it should produce a rate of return similar to the rates paid on T-bills.
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Investing Important r Women S 
While it's important for most people to invest in order to meet 
their financial goals, it's especially important for women to invest. Why? 

For starters, although women's participation in the labor force has increased 
dramatically in the past 40 years, the nature of their work is much different than 
that of men. According to the Center for Retirement Research at Boston College, 
women, in particular married women, are far more likely than men to work part 
time-either for their entire work lives or for a part of their careers. And part-time 
workers make less per hour than full-time workers do.  

Women also spend fewer years working than men, and, as a result, women usually 
contribute less to their retirement savings.  

Among workers who retired in the early 2000s, the typical woman worker had spent 
32 years in the labor force compared to 44 years for the typical man. Fewer years 
in the work force also limits Social Security income that can help make ends meet 
during your retirement years. It is imperative that women protect their savings and 
get the most from every dollar they earn.  

Investing Tips for Women 
While there are no guarantees that the money you invest today will be safe tomorrow, 
there are practical steps you can take to help protect your investments. Here are a 
few you should remember: 

Know your goals. This includes identifying what you hope to accomplish with your 
money-like paying for your children's education or saving for retirement-and being 
aware of how soon you're going to need to access it. Knowing these things will help 
you determine which investments best suit your personal and financial needs.  

Don't expect something for nothing. Be leery of advertisements, salespeople, or 
other sources of financial offers promising anything free. If it sounds too good to be 
true, it probably is. If an investment can't be explained clearly in a few minutes, 
walk away.  

High returns equal high risks. Recognize that no one will pay you high interest 
rates on a sure thing. In most cases, the higher the interest rate offered to you, 
the investor, the higher the risk of losing some-or all-of the money you invest.  
Diversification of assets is the best protection against risk.
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Pay yourself first. Before paying bills and other financial obligations, set aside an 
affordable amount each month in accounts designated for long-range goals and 

unexpected emergencies.  

Start saving young. Recognize that your total savings are determined both by the 
interest you earn on those savings and the time period over which you save. The sooner 
you start saving, the more funds you'll be able to amass over time.  

Be aware of the resources available to you. Given the amount of investment informa
tion available, it can be hard to distinguish what's helpful from what could be potentially 
harmful. That's where the Texas State Securities Board can help the most. We maintain 
helpful publications, including The Texas Family Guide to Personal Money Management, 
that are available on our Investor Education website, www.TexaslnvestorEd.org.  

When you need further help navigating the potential pitfalls, you can contact us directly 
to determine the registration status of the investment professional you're considering 
using, and whether he or she has been the subject of a disciplinary action.  

0 

How to Investigate a Financial Professional 
To investigate a salesperson, adviser, or a particular investment, contact 
the Texas State Securities Board by calling (512) 305-8300 or visiting our website at 
www.ssb.state.tx.us and www.TexaslnvestorEd.org.  

Understanding Investment Disclosures 
While it's important to fully understand and investigate the investments you are consider

ing, investment disclosures-the details you receive in investment materials that explain 

how a particular financial product works-can be confusing. For this reason, many 

investors seek assistance in reading and understanding disclosure documents.  

If you come across investment materials-such as the prospectus or offering circular

that you don't fully understand, you should talk to someone you trust, such as a reputable 

individual adviser, lawyer, or accountant who is knowledgeable about financial matters.  

Or you can contact the Texas State Securities Board for help.  

* Be sure you understand exactly how much an investment costs and what kind of fee or 

commission you are being charged.  

* Judge each investment on its own merits and as part of your overall portfolio.  

" Don't invest in a company just because it is part of a fast-growing or successful industry.  

" When in doubt, contact the Texas State Securities Board.  
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CHAPTER VI

AFTER YOU HAVE MADE 
YOUR INVESTMENT 

Your investment responsibilities don't end once you have selected a broker and an invest
ment. Keep your securities-related documents in a safe place, maintain your records, and 
monitor your investment account. If something goes wrong, it is important to quickly 
recognize the problem and take appropriate action.  

Organizing Your Finances 
The Texas Family Guide to Personal Money Management can help you 
organize your financial life. It is available on the State Securities Board's Investor 
Education website, www.TexasinvestorEd.org.  

After you have invested, you should receive periodic account statements. Do not throw 
them away. Read each statement and make sure the trade was completed exactly as you 
instructed. Check to see how much commission you were charged. You should expect to 
be informed in advance of increases in charges such as commissions and custodial fees.  

Designate a file folder for storing all investment-related information. As soon as you have 
received and reviewed the confirmation slips and monthly statements from your broker, 
file them. If you have a dispute with your broker regarding your investment, this file may 
be invaluable.  

Is your investment insured? No. There is no investment insurance 
equivalent to the Federal Deposit Insurance Corporation (FDIC), which 
insures bank deposits in the United States.
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Understanding Your Brokerage Account Statement 
Account statements can be intimidating. But if you have a basic understanding of the 

information that they provide, they can be a powerful tool in monitoring your investment 

activity and managing your investments. In fact, being able to read your statements will 

help you communicate more confidently and clearly with your financial professional, 

making it easier for you to determine whether you're on track to meet your 

investment goals.  

By carefully reviewing the monthly and quarterly statements that you receive in the 

mail or online, you can track your investment performance and account activity. That's 

because your brokerage account statement reports each transaction that takes place in 

your account during a given statement period and keeps score on how you're doing 

financially by detailing any gains or losses you've made on your investments.  

Checking the Commissions You Pay 
In addition to reading your account statements, you should also check to see how much 

commission your broker has charged each period. You can typically find the commission 

amount on the transaction confirmations you receive after buying or selling an invest

ment. If anything seems inaccurate or suspicious, call your broker immediately and get 

an explanation that satisfies you.
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Reading Your Account Statements 
When it comes to reading your account
statements, it's helpful to know what 
information you'll find in each section, and 
how the information can help you manage 
your account and protect your investments.  

Account Information. In the account infor
mation section of your statement, you'll 
find basic information like the names of 
account owners, your account number, and 
the time period covered by the statement.  
This section also contains useful contact 
information so that you can get in touch with 
your financial professional. Although indus
try standards require firms to issue account 
statements quarterly, some may even provide 
you with statements more frequently. Often 
this information is also available on a confi
dential password-protected site online.

Account Summary. Your account summary -
shows the total value of the stocks, bonds, 
mutual funds, and other investments in your 
account and whether the total value of the 
account has gone up or down since the last 
statement. The summary may also indicate 
the proceeds you've received from the sales 
of securities and may show the allocation of 
your portfolio holdings among different types 
of investments.  

Income Summary. This section displays any 
income your investments have earned, such as 
dividends or interest, during the statement period 
and as of the year to date. This section may also 
show proceeds from the sales of securities, which 
income is taxable, and which is not.  

Reviewing this information, and under
standing its implication for your invest
ment objectives and strategy, can help you 
determine what changes you might consider 
making to your portfolio. For example, if you notice 
that you're heavily invested in one business sector, 
you may decide you'd like to further diversify your 
stock holdings.

client Stal 
September 1 

Account number 

J. R. Palomo 
1527 Broadview 
utopia, TX 78884 

Your Accou

tement 
- September 30, 2011 

r 123-45678-01 001

t Value

$9,209 
Cash/Money Funds .------- " $ 26,325 

Stocks $ 15,860 

Bonds $ 38,755 

Funds -- $90,149 

Total 

income Summa.y 
This period Year to dat 

I n e r s $ 1 2 8 $ 6 8 E 
nte st-$ ~52 $392 

Dividends 

portfolio Hodings-
Name 

Cash ~~~~~ 

~~~BC Corp 
stocks ~- xz XZCorp 

Narne Corp 
Local Corp 

National Corp 

BState Bond 

BondsRoad Bond 

ond s -o & P Ind e x F u n d 

Funds ~Total Bond Fund 

Growth Fund 

Inernati onal Fund 

Account Activity 

Date 

09/17/2011 -

09/21/2011 

09/29/2011 ___ -~ 

09/29/2011 _________________ 

Toa nce decrease~~
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Your broker 

Harry T. Jones 
State Brokerage Services, Inc.  

1111 Capital Avenue 
Austin, TX 78701 

h.t.Jones@statebrokerage.com 

Change in Net Value 
Tieriod _Last -period 

Bgnigi $ 87 225 $ 88655 

Being ale$ 1,720 ($750) 
Account activity $ 1 ,20 $ 680 
Net gain or loss) $ 80 

Ending value, 

Gainloss) Summary 
This period Year to date 

$ 1,134 $2,872 

Unrealized $ $2,201 
Realized_-_-_ _ 

No. f shresMarket value 
No of shares $9,209 

$ 11,205 
500 $ 4,006 
300 $ 6,212 
200 $ 2,541 

100 $2,361 
100 

$ 10,585 
10,000 $ 5,275 

1820 $19,425 
182 $ 12,725 

1,166 $ 3,106 
168 $3,499 

189 ______________ 

Activity Am11un 

Deposit $ 11 
Bond interest $121 

Dividend -$295 
--- d-end $ 1

Disclosures. Your account statement 
typically includes an explanation of legal 
and administrative items such as fees, 
penalties, or symbols that might be used 
in your account statements.  

- Realized Versus Unrealized Gains and 
Losses. When you sell a particular security, 
you have a realized gain if you sell the 
investment for more than you paid for it.  
You have a realized loss if you sell the 
investment for less than you paid for it.  

Portfolio Detail. The portfolio detail lists 
the individual stocks, bonds, and other 
assets held in your account. It also dis
plays the value of your investments at 
the end of the statement period, their 
estimated income and yield, and other 
information such as bond insurance 
ratings, unrealized gains and losses, 
and stock symbols.  

Daily Activity. The daily activity section 
details all account activity that occurred 
during the statement period, making it 
easy for you to confirm that each secu
rity transaction that took place during 

- that time has been properly reflected 
on your statement. If you have a 
discretionary account-which means 
your financial professional can trade 
in your account without notifying you 
in advance-you should review the 
trades reflected on your statement 
to make sure they're consistent 
with the trade confirmations you 

t have received.  

3 - If you see any inaccuracies, 
5 

or if certain trades don't 
o seem to fit your investing objectives, 

- contact your broker immediately.  
And if you see a large number of 
trades on a consistent basis, this 
may be a warning sign that your 
broker is churning the account, or 
making many trades to increase 
his or her commissions.

39



Account Statement Checklist 

You can learn a lot from your account statements. But if you don't 
know what to look for, there's always the risk that you'll miss something important.  
To make sure that your investments are safe and performing in a way that meets your 
investing objectives, there are several items that you should carefully scrutinize as 
you read and review your account statement.  

You might want to use the following checklist as you read through each statement: 

1. Verify the activity in your account: 
Q Identify the time period covered by the statement 
E Review your beginning and ending balances 
E Verify withdrawals and additions to your account to make sure they accurately 

reflect the trades or other transactions you authorized during the period 
E Review dividends or interest to make sure that you understand the source, 

or the specific investment that generated any dividend or interest income 
you receive 

E Verify all transactions against your trade confirmations 

2. Confirm basic account data and compare it to previous statements: 
E Check the account numbers listed to make sure they're correct 
E Compare the beginning balance of your current statement with the ending 

balance of your previous statement to make sure they're the same 
E Verify that requested address changes have been made, if applicable 

3. Review your list of holdings: 
E Review security descriptions, dollar values, the number of shares, and maturity 

dates to make sure they accurately reflect the details of your investments 
E Check to see that the percentage of your portfolio allocated to different types 

of investments agrees with your investment objectives in terms of asset 
allocation and diversification 

4. See how your investments are performing: 
E Review your portfolio's gains and losses 
E Determine which securities have gained or lost value 
E Assess whether the total net asset value increased or decreased during the 

period covered by the statement 
E Check to see whether portfolio gains and losses represent investment 

opportunities to sell certain securities or buy others 
E If the account has multiple owners, make sure each account owner has an 

opportunity to review the statement 
E Review the margin activity and interest charges, if applicable 

If anything is confusing or difficult to understand, be sure to call your broker and 
ask questions until you get satisfactory answers.
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If your situation has changed with regard to your financial goals, your 
tolerance for risk, or your investing time frame, call your broker to talk 
about making the proper adjustments to your account to reflect your current situation.  

If you disagree with anything on the statement, immediately report it to your broker.  
If he or she isn't available when you call, ask to speak with the branch manager instead.  
After you've made your complaint, follow up in writing, making sure to keep a copy for 
your records. It is extremely important to promptly address any discrepancy so that the 
situation can be quickly and fully remedied.  

Remember: Reviewing your account statements is an integral part of being a good 
investor. While mistakes don't occur very often, checking your statement is the best 
way-and often the only way-to spot one.  

What to Expect from Your Broker 
When you fill out your new account form, you provide the broker with information 
about your financial situation, your investment objectives, and the level of risk you are 
willing to take.  

You have the right to expect your broker to follow your instructions and to recommend 
appropriate investments. Securities regulators use the term "suitability" to refer to the 
question of whether a broker's investment recommendations are appropriate for a 
given investor.  

As an investor, you are not protected from a decline in the value of securities purchased 
on your broker's recommendations, but you may have certain legal rights if you lose 
money because you followed a broker's recommendations that were clearly unsuitable 
based on your financial objectives and situation. Unsuitable investment recommendations 
are prohibited by Texas securities law and by Financial Industry Regulatory Authority 
(FINRA) Rules of Fair Practice.
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Commissions and Churning 
A broker's earnings are based on sales commissions and mark-ups. The more buying 
and selling a broker does for each customer, the higher his or her income. Unnecessary 
buying or selling is called churning. Churning is prohibited by Texas securities law and 
by Securities and Exchange Commission (SEC) rules.  

If you suspect that certain recommendations have been unsuitable or that your account 
has been churned, immediately contact the Texas State Securities Board and FINRA.  
Although your initial contact may be over the telephone, you will be asked to document 
your complaint in writing. You should be prepared to list specific details of your invest
ment, including dates, amounts, and types of securities. Often, copies of your account 

statements or other documents need to be attached to your complaint to better explain 
the situation.  

Maintain a folder where all investment documents and correspondence are kept. Always 

keep a copy of any complaint letters you send and the responses you receive. These 

documents can be of great benefit to you later.  

You should also consider consulting a private attorney for assistance 
in resolving a securities dispute. While the Texas State Securities 
Board and FINRA will investigate for violations of securities laws and rules, neither 
of these organizations are a collection agency. A broker who is sanctioned for a 
violation may not necessarily be forced to repay money you have lost. In some 
instances, the only way to recover your investment may be through a private lawsuit 
filed by your attorney.
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DIVISIONS AND DUTIES OF THE TEXAS STATE SECURITIES BOARD 
The Enforcement Division investigates suspected violations of the Texas Securities Act, 
initiates administrative and civil enforcement actions, and works closely with state and 
federal prosecutors to bring criminal and civil enforcement actions.  

The Registration Division performs comprehensive, timely, and responsive reviews of 
prospectuses and related documents submitted with securities registration applications.  
The Division's goal is to protect the public by eliminating unfair elements of securities 
offerings. The Division also reviews applications by brokers, broker-dealers, agents, 
investment advisers (IA), and IA representatives for registration in the State of Texas.  

The Inspections & Compliance Division conducts comprehensive, unannounced reviews 
of records to make sure registered financial professionals are complying with the Texas 
Securities Act. The Division brings administrative actions to ensure compliance, which 
may include fines for violations of the Act.  

The Office of the General Counsel is the legal counsel for the Agency.  

The Staff Services Division is responsible for human resources, budget, accounting, 
information technology, purchasing, and accounts payable functions for the Agency.
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GLOSSARY OF TERMS 

Asset allocation - An asset allocation is an investment strategy for managing risk by 
diversifying assets among different categories, such as stocks, bonds, or cash.  

Assets - Assets are anything an individual owns that has monetary value. This includes 
any money that is owed, but hasn't yet been paid. Cash in a bank account and investments 
in stocks, bonds, and mutual funds are examples of assets.  

Bond - A bond is a type of debt security. It represents the amount of money an investor 

lends to a particular corporation or government that has agreed to borrow funds for a 
limited period of time at a specified interest rate.  

Broker - A broker is a salesperson who is paid commission to execute orders to 

buy and sell securities on behalf of an investor. A broker's official designation is 

registered representative.  

Broker-dealer - A broker-dealer is a firm that has been licensed by the Securities and 

Exchange Commission (SEC) to buy and sell securities on behalf of its clients.  

Capital - Capital is money that is invested or intended to generate income. For example, 

when an investor purchases a stock, the money that he or she invests is referred to 

as capital.  

Cash equivalents - Cash equivalents are short-term, low-risk investments that can be 

quickly and easily converted into cash at little or no loss of value, such as money 

market funds.  

Cold calling - Cold calling is a sales method in which brokers telephone clients they do 

not know and offer to sell stocks or other types of investments.  

Commission - Commissions are the fees, often calculated as a percentage, that brokers 

charge to execute securities transactions.  

Confirmation - A confirmation is a written notice that a particular security transaction is 

complete. The confirmation includes details such as the date of purchase, price, number of 

shares, commission, fees, and settlement terms.
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Current yield - An investment's current yield measures its rate of return. Current yield 
for a bond equals the current market price divided by the interest an investor receives.  
Current yield for a stock is calculated by dividing its annual dividend payment by the 
current market price.  

Disclosure documents - Disclosure documents provide details about how a particular 
financial product works, the risks it may present, and other details mandated by the 
regulatory authority that must approve its sale.  

Discretionary authority - Discretionary authority gives a broker the right to buy and sell 
securities on behalf of an investor, based on what he or she believes meets that investor's 
investment objectives.  

Diversification - Diversification is an investment strategy that seeks to manage the 
impact of market and management risk on a portfolio's overall performance. This is 
done by investing in a variety of products and asset classes within a particular portfolio.  

Equity - Equity represents the ownership interest of shareholders in a corporation. Each 
shareholder of the corporation has equity in, or owns a portion of, the company issuing 
the stock.  

Exempt securities - An exempt security is one that does not have to be registered with 
a state securities regulator before it can be sold within the state because it is already 
registered with the Securities and Exchange Commission (SEC).  

Fiduciary - A fiduciary is a person or organization that has been legally designated to 
manage an individual's assets for the benefit of that individual.  

Financial professional - A financial professional is an individual who specializes in 
helping to make investing decisions or executing security transactions. Typically this 
includes investment advisers and brokers but may also refer to accountants.  

Form ADV - Form ADV is a document an investment advisory firm must file when it 
registers with a state securities regulator or the Securities and Exchange Commission 
(SEC). The two-part form provides detailed information about the firm's business.  

Full and fair disclosure - Full and fair disclosure describes the federal and state securities 
market laws that require investors be given complete and accurate information so they 
can make informed decisions.
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Index mutual funds - An index mutual fund is a passively managed mutual fund. The 
fund's assets are invested in the components of a particular index, such as the S&P 500.  
The fund's objective is to replicate the performance of the index it tracks.  

Investment adviser - Investment advisers are financial professionals who provide 
guidance to investors to help them make investing decisions. They may also manage 

an investor's portfolio.  

Investment objectives - Investment objectives are the goals an investor hopes to achieve 

by making investments. Different financial products are appropriate for investors with 

different investment objectives.  

Limited partnerships - A limited partnership is one way to organize a business venture.  

Limited partners are not actively involved in operating the business and are not liable for 

business losses beyond their initial investment. However, they are entitled to a share of 

the gains.  

Net worth - An individual's net worth is the difference between the value of all assets a 

person owns and the amount of that person's financial liabilities.  

Offering circular - An offering circular is a summary document that allows brokers 

and potential investors to read the major details of a new investment offering without 

requiring them to read the entire prospectus.  

Principal - Principal, in the context of this guide, is the amount of money an investor 

initially invests in a particular security or financial product.  

Prospectus - A prospectus is the formal written offer that companies use to announce an 

offer to sell shares of stock or a mutual fund. The information a prospectus must include is 

mandated by regulators.  

Realized gain (or loss) - A realized gain results when an investor sells an investment for 

more than he or she paid to purchase it. A realized loss, on the other hand, results when an 

investor sells an investment for less than he or she initially paid for it.  

Registered representative - Commonly referred to as brokers, registered representatives 

are licensed to execute investing decisions-like buying and selling securities-on behalf 

of an individual investor.  

Return - Return describes the total gain or loss on one investment or a portfolio of 

investments over a particular period of time.
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Risk - Risk is the potential for loss an investor might experience if a particular investment 

does not perform as anticipated.  

Risk tolerance - Risk tolerance describes the maximum amount of investment risk an 
investor is willing to assume, particularly with regard to the possibility of losing money.  

Security - In the context of this guide, the term security refers to a particular investment 
product, such as a stock or a bond.  

Stock - Stock is a type of equity investment. Each share of stock represents one share of 
ownership in the issuing corporation.  

Treasury bills - Treasury bills are a type of debt security. They are issued and backed by 
the full faith and credit of the US government and are generally considered a risk-free 
investment.  

Unrealized gain (or loss) - An unrealized gain results when an investment increases in 
market value. It becomes a realized gain if the investment is sold at a profit. An unrealized 
loss results when an investment's value decreases below the purchase price. It becomes a 
realized loss if the investment is sold for an amount less than the purchase price.
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NOTES
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