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Business Forum: Investigate before you invest

Saturday, October 09, 2010

By Ronald E. Heakins

Every time there is the chance to make money, scam artists and crooks come out of the woodwork like roaches. As far back as I can remember -- before Twitter, Google and even the Internet -- these unsavory characters found ways of taking hard-working citizens' earnings from them.

From the penny stocks of the 1970s to the gold mining stocks of the 1980s, the oil and gas limited partnerships when oil hit $40 a barrel in the 1980s and the uranium mine scams. Anytime there is a lot of press around a specific industry, crooks use this wealth of information to steal.

Today is no different. The Financial Industry Regulatory Authority just released a notice to investors to beware of scams that make claims about companies that will make you rich investing in stocks of companies involved in the oil spill cleanup.

The oil spill in the Gulf generated a lot of press. The situation made most Americans aware of the need to take action to fix the current tragedy at hand, as well as the need for preventative measures to deter future spills of this magnitude.

Scam artists are capitalizing on all this by conning people into investing in phony corporations that will allegedly help clean up the current disaster and prevent new ones from occurring, with the promise of also making investors who get in on the ground floor of these companies rich in the process.

In a recent action, the Securities and Exchange Commission suspended trading in shares of ACT Clean Technologies Inc. of Huntington Beach, Calif. The commission took this action because of questions about the accuracy and adequacy of publicly disseminated information.

It would surprise most that a recent study concluded investment fraud victims scored higher on financial literacy tests than nonvictims. Everyone is vulnerable.

Here are some tips to avoid potential scams: investigate before you invest, find out who sent the message, find out where the stock trades, read a company's SEC filings and exercise some skepticism. A must-see documentary on fraud prevention is slated to air at 5 p.m. Sunday on WQED.

For additional information on how investors can help protect their assets, please visit www.finra.org/investors.
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