





PROJECT PURPOSE &
BACKGROUND

Under the Commodity Exchange Act, the
Commodity Futures Trading Commission (CFTC)
is responsible for performing outreach activities
“designed to help customers protect themselves
from fraud and other violations.”

While the CFTC has undertaken consumer
outreach activities in the past, including anti-fraud
endeavors, the efforts were not based upon social
marketing principles. The Office of Consumer
Outreach is now building a long-term outreach
plan based upon such social marketing principles.

As part of this effort, CFTC contracted with Porter
Novelli Public Services (PNPS) to develop and test
a series of messages and content targeting

investors who are prime targets for investor fraud.

Behavior Change Objectives

» Looking for the signs of persuasion
before investing

» Checking the background of any
financial product or person

* Reporting suspected or known
incidents of fraud

Target Audience

Broadly, the target audience includes
all those who fit the demographic
profile of previous fraud victims (as
reported in previous research) - Pre-
retirement investors:

* 75% men/25% women
« Ages 50-65

» Financial literate and familiar with
investment and trading products

» Middle to upper income

























CURRENT INVESTMENT GOALS

Expectedly, saving for retirement is the dominant investment goal for Pre-Retirement Investors, with more
than four in five (84%) reporting this to be a personal investment goal. About a third report secondary goals
such as improving their current lifestyle and ensuring an inheritance for family. Importantly, fully one-in-five
(20%) say that they are making up for previous financial losses.

Personal Investment Goals Total Number of Investment Goals

Saving for retirement 84% 5%

Improving current lifestyle

Ensuring an inheritance/nest

egg for family 32%
Retiring early
Making up for previous 63%
financial loss(es) Making Up For Loss °
Saving for child’s college o Concern about Fraud
education 14% » Concerned (25%)
* Not Concerned (15%)
Purchasing a home 7% Income 1-2 goals 3-4 goals m5-6 goals
* $60k-$100k (26%)
« $100k-$150k (16%)
Other « $150k or more (13%)

None

Q. Below you will see a list of investment goals many people have. Thinking about your current investments, please indicate which of the following
best describe your personal investment goals. Select all that apply. 11



CURRENT & PAST INVESTMENTS

When it comes to how they are investing, Pre-Retirement Investors are most likely to say they are currently
or have previously invested in traditional products such as mutual funds and stocks and shares. About one in
five (18%) report to have experience across more than four of the investment products presented - that is, a
minority are experienced in more sophisticated investment and trading products.

Currently or Have Invested

Mutual funds

Stocks and shares

Bonds

Annuities

Real estate investment trust

Precious metals like gold or silver

Any type of futures or options

Qil and gas ventures

Individual or managed derivatives

Foreign currency trading

None of the above

Live stock (e.g., pork bellies) or
agricultural (e.g., corn, soy) commodities

19%

77%

76%

Number of Investment Products

42%

Index High on
Futures/Options

5-6 investment goals (29%)

| know more than others (18%)
Had past fraud
investment(18%)

$150k or more (15%)

West (13%)

58%
3 or more
products

m 7 or more products
5-6 products
3-4 products
1-2 products

Q. Below you will see a list of investment products. Please select all that you currently are invested in or have invested in.







INVESTMENT RESEARCH & SKILLS

However, a majority believe they are ahead of pace intellectually, with 61% saying they know more about
investment research and skills than most people they know. There is also wide belief among Pre-Retirement
Investors that they can spot fraud from simple “bad luck.”

61% Know
15% MORE .:> % Know More
0% Concern about Fraud
* Concerned (60%)
6% 46% * Not Concerned (63%)

Comfortable with
Commodities/Futures

* With experience (82%)
* No experience (57%)

32% Education

* HS or some College (50%)
« BA or BS (66%)

« MA or more (70%)

m Know more Know somewhat more Know about the same
m Know somewhat less m Know less

70% Agree
I

| know the difference between having bad luck on an
investment and being defrauded.

H Strongly Agree Somewhat Agree Neither Agree nor Disagree B Somewhat Disagree H Strongly Disagree

Q. Compared to other people you know who are not professional financial investors, what statement best describes your investment research
and skills? | know...[more/somewhat more] than most people | know, about the same as most people, | know, ...[less/somewhat less] than
most people | know.
Q. Please tell me how much you agree with the following statements. 14









DEFINING INVESTMENT RISK

Just less than half of the Pre-Retirement Investors surveyed say that when investing, they are open to taking
risks for the chance of a high return (45%). Attitudes are tentative, in that sentiment is generally soft — for
example, only 15% agree “strongly” (vs. 40% who “somewhat” agree). Slightly more (55%) agree that when it
comes to risk, it’s as important to consider the potential for a missed opportunity as it is to consider the
potential for a loss - though agreement is also not strong (38% “somewhat” vs. 7% “strong”). In total,
findings suggest investors have a nuanced definition rather than black and white definition and assessment

of risk.
% Agree
Comfortoalble }vith
Commodities/Futures
o,
55% Agree .:> + With experience (72%)
/ )\ \ + No experience (78%)

When it comes to risk with financial investments, it is just
as important to consider a missed opportunity for a large
financial gain as it is to consider a potential loss

14% 49

% Agree

Comfortable with

o Commodities/Futures
45/; Agree * With experience (66%)
( \ * No experience (65%)

4

When investing, | am open to taking risks for the chance of
a high return.

23%

H Strongly Agree Somewhat Agree Neither Agree nor Disagree B Somewhat Disagree B Strongly Disagree

Q. Please tell me how much you agree with the following statements.



DETAILED FINDINGS:
RESEARCH HABITS









INFORMATION VS. INSTINCTS

While they may not be conducting extensive due diligence when selecting a financial professional, few seem
to believe that they can get by on instincts and experience alone. Specifically, just more than a third believe
they have enough instincts and experience to identify a fraudulent deal without having to specifically
confirm the legitimacy of it. Those who invest in commodities or futures or similar investment products are
more confident in their ability to identify fraud just on their instincts and experience.

36%Agree

l_‘_\

| have enough instincts and experience
to identify a fraudulent deal without
having to specifically confirm the
legitimacy of it.

Somewhat Agree
m Strongly Disagree

H Strongly Agree
m Somewhat Disagree

Q. Please tell me how much you agree with the following statements.

=)

24% 12%

Neither Agree nor Disagree

% “Agree” on Have
Experience/Instincts to ID Fraud

Age

. 50-54 (42%)
. 55-59-(37%)
. 60-65-(30%)

Income

. $60k-$100k (38%)

. $100k-$150k (34%)

. $150k or more (35%)

Education

. HS or some College (37%)
. BA or BS (39%)

. MA or more(31%)

Gender
. Male (38%)
. Female (31%)

Comfortable with
Commodities/Futures

¢ With experience (62%)
* No experience (52%)

Currently/Have Invested

. Foreign currency trading (48%)

. Any types of futures or options (47%)
. Livestock (53%)

. Precious metals (41%)

. Qil and gas ventures (42%)

. Livestock/Ag commodities (53%)
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CONCERN ABOUT FRAUD

Pre-Retirement Investors are split when it comes to being concerned about unknowingly being part of a
fraudulent investment (51% concerned, 49% not concerned). Still, fraud is at least on the radar for most, as
only 11% say they are not at all concerned.

Those who are open to investing in commodities or futures are slightly more likely to have concern,
indicating a more savvy outlook when investing in more sophisticated products.

. % Concerned
How Concerned Are You About Unknowingly

Being Part of a Fraudulent Investment? Comfortable with
Commodities/Futures
-> * With experience (56%)
* No experience (62%)

51% Not

Concerned 1% 49%

Concerned

g

« 50-54 (50%)
e 55-59-(53%)
. - - OQ
40% 60-65-(44%)
Income

« $60k-$100k(53%)
28% + $100k-$150k(47%)

*  $150k or more(43%)

mVery mSomewhat Not too m Not at all

Q. Generally speaking, how concerned are you about unknowingly being part of a fraudulent investment?
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LIKELIHOOD OF FRAUD

Reinforcing findings from earlier research, these investors do not believe it is highly likely that they could be
victims of fraud. For example, four in five (79%) say there is less than a 50% chance that they would
unknowingly invest in something that later turns out to be fraudulent. Interestingly, those concerned about
fraud are three times as likely to believe it is possible.

Pre-Retirement Investors are more likely to believe there is a greater chance that they could be approached
by a financial fraud perpetrator, however - but still only one third (34%) believe there is a greater than 50%

chance of such a scenario.

79%
° % More Likely
Concern about Fraud

* Concerned (38%)
* Not Concerned (31%)

34% i

51%

% More Likely

Concern about Fraud
* Concerned (18%)
* Not Concerned (5%)

12% ?

15%
Invest in something that later turns out to Be approached by a financial fraud
be fraudulent perpetrator, whether directly, through a

cold call, or through an unknowing friend

M Less Likely (0-49% chance) Unsure (50/50 chance) ®mMore Likely (51-100% chance)

Q. Now we will show you two possible situations investors like you could face. For each, please indicate how likely you believe it is that such a
situation could happen to you. Please use a 100-point scale, where a O means you believe there is no chance this could happen to you, and
100 means you are absolutely certain this could happen to you.
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EXPERIENCE WITH FRAUD

been a victim than those indicated they were not concerned.

Just about one in ten (9%) admit to having once invested money in something that turned out to be
fraudulent. Significantly more report to have been approached about an investment they suspected was
fraudulent, however (39%). Those who reported to be concerned about fraud are twice as likely to have

“Have you ever invested money in something
that turned out to be fraudulent?”

% % Yes
3% * Concerned (12%)
* Not Concerned (6%)

9%

mYes
® No
Don't know

88%

“Have you ever been approached about an opportunity
that you suspected was fraudulent?”
7%

39%

mYes
55%

Q. Have you ever invested money in something that turned out to be fraudulent?

Q. [IF YES] How many times have you invested money in something that turned out to be fraudulent?
Q. [IF YES] Approximately how old were you when you were [defrauded/most recently defrauded]?
Q. Have you ever been approached about an investment opportunity that you suspected was fraudulent?

How many times?

75%

16%

3% 6%
— — _
More than 3 times 2 times 1time
3 times

How old were you at the time?

23% . 18%

Under 30 30to 39 40to 49 50 or older
years
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MESSAGE SUMMARY: “TOP TWO BOX”

All messages performed similarly across key communications measures with the exception of one - “Victim
Identification” - which ranked lowest across all measures.” From earlier research, we know that our audience
does not see themselves as the likely victim of fraud, and much of the data in this survey bears this out (and
the implication that it is not effective to appeal to our audience as potential victims).

Indeed, the messages that appear to perform slightly more strongly than the others (“Need for Lifelong
Learning and “Own Thinking”) work to reinforce the audience’s intrinsic motivation to be fully informed and
responsible investors.

Message Statement (% “Top Two Box’’)

Believable Interesting Relevant Seek info

[Need for lifelong learning] Financial fraud perpetrators

constantly change their tactics and improve their schemes, D
making it important for even seasoned investors to stay one step

ahead of the latest scams to protect themselves.

[Own Thinking] Even seasoned investors know they cannot

afford to solely trust the judgment of friends and family without

doing their own verification, including learning the signs of

investment fraud.

researching the potential of an investment to deliver a good

[Affirmation] Responsible investors are vigilant about not only D
return but also the potential for an investment to be fraudulent.

[Risk] Learning more about how to identify and avoid investment

fraud is one of the most important ways to assess the true risk in D
your investment portfolio, which will mean a huge difference in

your retirement years.

[Victim Identification] Experienced investors are prime targets
for financial fraudsters because they have the confidence to take
risks and the resources to make fraud worthwhile.
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WEBSITE FEATURES

to learning the “top 5 signs” of a fraud scheme.

When asked about the types of information that would be most important when it comes to learning more
about investment fraud, it’s clear that there is a desire to have access to the types of information investors
need to effectively execute “due diligence.” For example, strong majorities of Pre-Retirement Investors say a
variety of information would be important to them, from being able to check that an investment is registered

How to confirm that an investment is registered

How to check the background of a financial professional

The top 5 signs of a fraud scheme (split 1)

The top 5 signs of a fraudulent investment (split 1)

Who to contact if you have a question or concern about an investment
The 5 most common investment fraud schemes (split 2)

The 5 most common investment fraud scams (split 2)

Likelihood of recovering losses if defrauded

How to report real or suspected investment fraud

Possible persuasion tactics used by fraudsters (split 3)

The steps involved in reporting suspicious fraud activities
Possible persuasion tactics used by white collar criminals (split 3)

Types of fraud in the order of highest number of victims

H Very important

66%
65%
64%
62%
61%
58%
57%
55%
53%
50%
50%
45%
37%

Somewhat important

91%
92%
94%
91%
92%
93%
90%
87%
90%
87%
89%
87%

81%

Q. Next are some things you might learn about investment fraud, such as at an educational website. For each, please indicate whether this

type of information would be very important to you, somewhat important to you, not too important or not at all important to you.
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CONCLUSION & IMPLICATIONS





















40



