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Keep Your Eyes and Ears Open

The goal is to stay on track by avoiding these traps.

Products or investments might be advertised as
deals that can’t be beat or quick fixes to financial
problems. But, in reality, they could land you in
financial trouble. Scammers use a lot of clever
tactics to try to trick you into doing business with
them. But, if you know what to look out for, you'll
know what to avoid.

A CLOSER LOOK

Some of the most prevalent scams targeting the
military include expensive life insurance policy
pitches, lending and automobile-related scams,
and veterans’ benefits buyout deals. The details
of these con-games might change, or they might
disappear and be replaced by new ones. But,
understanding what'’s out there today can help
prepare you for the variations you may run into
next week or next year.

LIFE-INSURANCE

POLICIES

Some irresponsible

insurance agents

try to sell excessively

high-cost, and unneces-

sary, insurance policies

to members of the military.

Making misleading state-

ments about advantages the

policies provide, or combining

life insurance with fraudulent

investment schemes, these

agents are able to sign up

clients—who are made to

believe they are making a

decision that is in their best interest, and will
make them a lot of money to boot. Neither is true.

LOAN PROBLEMS

Con artists frequently use fast-cash loan scams to
trap their victims. If you think you need to take
out a loan, check with your Family Readiness
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Center for legitimate
programs and avoid
these common traps:

© Payday louns
One scheme
you've probably
been warned to
steer clear of is the
payday loan. These
loans offer immediate cash, without a credit
check. But, they come at a very high cost and
their terms practically guarantee you can’t
repay on time.

In exchange for cash, you write a check
for the amount you borrow, plus a fee for the
service. The shop cashes your check on a
certain date, usually your payday. But if
you're still short of money, you probably
end up rolling the loan over for another two
weeks—and paying an additional charge.
Or you may arrange a second payday loan in
order to repay the first one. It's easy to see
why payday loans make it easy to end up on
a slippery slope into financial distress.

If you're thinking of taking out a payday
loan, note that the interest on loans with
terms shorter than 91 days must be capped
at 36% for military personnel. But, not all
providers abide by the rules, so always be
sure to check what the loan
shop is charging.

Advance fee louns

Like many scams,

advance fee loans are

promoted as easy money

for people with poor or no
credit. With this type of scam,
you're asked to pay an upfront
fee in exchange for a loan.
Usually, you send the money but
the loan never comes through.
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Or, in some cases, you're told that your
application was denied. Then, the scammer
tells you that, for another fee, you can qualify
for a different loan program. Of course, you
won't receive a loan in this case either.

Pawnshop loans

At a pawnshop, you

can use something 6? PAWNSHOP
of value, like a

television or

jewelry, as

collateral for a

short-term loan—

though the amount

the lender offers will be a fraction of the

item’s worth. Some—but not all—states

regulate interest rates, typically imposing a

cap from 2% to 6% a month. But, in addition,

pawnbrokers may charge fees for handling,

storage, or other services, so that the

combined cost of borrowing can reach 100%.
The average loan is for 90 days, though it

could be up to six months. If you can’t repay

the loan on time, which is often the case,

the pawnshop can claim your property and

sell it. In rare cases, you may be able to

renew your arrangement with the lender

at an additional cost.
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AUTOMOBILE-RELATED SCAMS

If you need a new car, but don’t have the money,
any deal advertised as an easy, quick solution
could look very appealing.

But, you could end up

paying a lot more

than you bargained

for if you get caught

in a car-related scam.

For example, you could be sold a car, only to
be told—after you've made a down payment and
driven the car away—that you've been denied
credit. If you don’t have the money to pay in full,
the scammer can repossess the car and sell it to
another victim.

VETERANS BENEFITS BUYOUTS
Active-duty servicemembers aren’t the only ones
who are targeted by schemes that prey on people
who may be struggling financially. One example
is a buyout plan that provides a lump-sum cash
payment in exchange for a disabled veteran’s
future benefits or pension payments over a
specific period.

The amount the veteran receives in cash is
typically between 30% and 40% of the amount he
or she is actually entitled to.

These buyouts can be structured in different

ways, with some approaches
actually illegal transactions
and others apparently legal
though still predatory.
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When You Need It

There are places you can go for help.
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Scams can look like good deals if money is tight
and you don’t think there’s anywhere else you can
go. But, in fact, you do have easy, affordable, and
legitimate options available to you.

MILITARY AID SOCIETIES

There are four military aid societies: Army
Emergency Relief, Air Force Aid Society, the
Navy-Marine Corps Relief Society, and Coast
Guard Mutual Assistance. These organizations
offer interest-free loans to cover emergency
situations including food, rent, utilities, medical
expenses, car repair, emergency travel, and more.
If a loan would cause undue financial hardship it
may be turned into a grant, which wouldn’t need
to be repaid, or a combination loan and grant.
For those who meet certain eligibility require-
ments, the aid societies also provide educational
scholarships for children and spouses, including
surviving spouses, of military personnel.

CONTACT INFORMATION
Each of the military aid societies has its own website:

® Army Emergency Relief
www.aerhg.org

® Air Force Aid Society
www.afas.org

© Navy-Marine Corps Relief Society
WWW.nmCrs.org

® (oast Guard Mutual Assistance
www.cgmahg.org

Note that if you are away from your home base

but near another military installation, military aid
sociefies have reciprocal uﬂreemems that allow

you to receive assistance through any agency,
regardless of your military service branch or
aftiliation. If you are not near a military installation,
you may contact the American Red Cross for
assistance at 1-877-272-7337.
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GOVERNMENT SECURITY

What'’s more, you have government protection
when it comes to your finances. The Service-
members Civil Relief Act (SCRA) was created
in 1940 and amended in 2003. It helps ease the
burden of financial and legal obligations for

military _ % ’ - '. - ‘

personnel

while they’re “ :

deployed or ” .
on active e 4 '

duty. The act caps interest rates on a variety

of loans, including credit cards and mortgage
payments, at 6%—provided those loans are
incurred before you entered active service. It
allows you to end your apartment lease if you're
deployed for more than 90 days, and terminate
your car lease if you're deployed for over 180 days,
among other benefits.

The first step is to visit your closest Armed
Forces Legal Assistance Program office to
find out what you're eligible for. To locate an
office near you, visit http://legalassistance.law.af.
mil/content/locator.php.

MONEY ON THE MOVE

If you receive a PCS order, you and your family
may be able to receive reimbursements for
items ranging - -
from gas, food, ‘.

lodging, or o ‘ ,
advance pay L N

while you move. ‘ r

It’s your responsibility to ask for these benefits,
so make sure you take advantage of all you're
entitled to. To learn more, visit the Military
Assistance Program’s website at http:/www.
defenselink.mil/mapsite/relocb.html.
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Additional Resources

Take advantage of all that’s available to you. These organizations are

there to help.

Air Force Crossrouds
www.afcrossroads.com/financial/main.cfm
Provides information on financial topics,
including credit and money management, home
buying and financing, and estate planning.

American Red Cross
Armed Forces Emergency Services
1-877-272-7337

Serving any branch of military personnel.
To reach your family in times of emergency, use
this number. They are available 24 hours a day,
365 days a year.

Better Business Bureau Military Line
www.bbb.org/military

Offers breaking news of interest to service-
members, custom educational materials, and a
free e-newsletter.

Federal Trade Commission
www.ftc.gov

Protects consumers against unfair, deceptive,
or fraudulent practices.

Investor Protection Trust
www.investorprotection.org

Provides information about ways to protect
investors from costly mistakes and empowers
them to build and safeguard their futures.

Military Homefront
www.militaryhomefront.dod.mil

Offers reliable quality of life information
designed to help troops and families, leaders,
and service providers.

Military Money
www.militarymoney.com

Provides information and tools to help you
make more confident financial decisions.

Military One Source
www.militaryonesource.com

Gives service and support for military members
on topics ranging from deployment to childcare to
financial education.

My Army Life Too
www.myArmyLifetoo.com

Provides information on a variety of topics
including deployment, financial matters,
and careers.

Navy Fleet and Family Support Center
www.nffsp.org

Offers information on personal financial
management, including alerts and news,
financial strategies, retirement planning,
and identity theft.

On Guard Online
www.OnGuardOnline.gov

Provides practical tips on topics such as
avoiding Internet fraud, securing your computer,
and protecting your personal information.

SaveAndinvest.org
www.saveandinvest.org

Provides information about managing personal
finances specifically for the military.

The National Military Family Association
www.nmfa.org

Offers education, information, and advocacy
to the families and survivors of the seven
uniformed services.

Defense Credit Union Councdil
www.dcuc.org

Includes contact information for credit unions
on base, and other financial information for
servicemembers.
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State Securities Regulators

Here’s a handy list of your local state securities regulators’ offices.
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You can contact your state regulator if you think
you've been a victim of investment fraud or want
more information about how to protect yourself

from being victimized.
For more information about the role of state

securities regulators and making smart financial

and investing choices, visit the North American
Securities Adminstrators Association (NASAA)
website at www.nasaa.org.

Alabama

334-242-2984 Toll-free: 800-222-1253
www.asc.state.al.us

Alaska

907-465-2521 Toll-free: 888-925-2521
www.dced.state.ak.us/bsc/secur.htm
Arizona

602-542-4242 Toll-free: 866-837-4399
www.azcc.gov/Divisions/Securities
Arkansas

501-324-9260 Toll-free: 800-981-4429
www.securities.arkansas.gov
California

916-445-7205 Toll-free: 866-275-2677
WWW.COrp.ca.gov

Colorado

303-894-2320
www.dora.state.co.us/securities
Connecticut

860-240-8299 Toll-free: 800-831-7225
www.ct.gov/dob

Delaware

302-577-8424 Toll-free: 800-220-5424
attorneygeneral.delaware.gov/consumers/
investmented

District of Columbia

202-727-8000

www.disb.dc.gov

Florida

850-410-9500

www.flofr.com
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Georgia
404-656-3920
Www.sos.state.ga.us/securities

Hawaii
808-586-2744 Toll-free: 877-447-2267
www.hawaii.gov/dcca/areas/sec

Idaho
208-332-8004
finance.idaho.gov/

Illinois

312-793-3384 Toll-free: 800-628-7937
www.cyberdriveillinois.com/departments/
securities/

Indiana

317-232-6681 Toll-free: 800-223-8791
Www.in.gov/sos/securities

lowa

515-281-4441 Toll-free: 877-955-1212
www.iid.state.ia.us/ia_securities_bureau/
index.asp

Kansas

785-296-3307 Toll-free: 800-232-9580
www.securities.state. ks.us

Kentucky

502-573-3390 Toll-free: 800-223-2579
www.kfi.ky.gov

Lovisiana

225-925-4660
www.ofi.state.la.us/securit.htm

Maine

207-624-8551 Toll-free: 877-624-8551
www.state.me.us/pfr/securities/index.shtml
Maryland

410-576-6360 Toll-free: 888-743-0023
www.oag.state.md.us/securities
Massachusetts

617-727-3548 Toll-free: 800-269-5428
www.state.ma.us/sec/sct/sctidx.htm
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Michigan
517-241-6356 Toll-free: 877-999-6442
www.michigan.gov/dleg

Minnesota

651-296-4026
www.state.mn.us/portal/mn/jsp/
home.do?agency=Commerce
Mississippi

601-359-1350 Toll-free: 800-804-6364
WWW.S0S.state.ms.us

Missouri
573-751-4136 Toll-free: 800-721-7996
WWW.S0S.m0.gov/securities

Montana
406-444-2040 Toll-free: 800-332-6148
sao.mt.gov/securities/index.asp

Nebraska
402-471-3445 Toll-free: 877-471-3445
www.ndbf.ne.gov

Nevada
702-486-2440
www.sos.state.nv.us/securities

New Hampshire
603-271-1463 Toll-free: 800-994-4200
www.sos.nh.gov/securities

New Jersey
973-504-3600 Toll-free: 866-446-8378
www.njsecurities.gov

New Mexico
505-476-4580 Toll-free: 800-704-5533
www.rld.state.nm.us/Securities/index.html

New York

212-416-8222 Toll-free: 800-771-7755
www.oag.state.ny.us/bureaus/investor_
protection/about.html

North Carolina

919-733-3924 Toll-free: 800-688-4507
www.secretary.state.nc.us/sec
North Dakota

701-328-2910 Toll-free: 800-297-5124
www.state.nd.us/securities

Ohio

614-644-7381 Toll-free: 800-788-1194
www.com.ohio.gov/secu
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Oklahoma

405-280-7700

www.securities.ok.gov

Oregon

503-378-4387 Toll-free: 866-814-9710
www.cbs.state.or.us/external/dfcs

Pennsylvania
717-787-8061 Toll-free: 800-600-0007
www.psc.state.pa.us

Rhode Island

401-462-9527

www.dbr.state.ri.us

South Carolina

803-734-9916
www.scag.gov/securities/index.html
South Dakota

605-773-4823
www.state.sd.us/drr2/reg/securities/index.htm
Tennessee

615-741-2947 Toll-free: 800-863-9117
tn.gov/commerce/securities/index.shtml
Texas

512-305-8300

www.ssb.state.tx.us

Utah

801-530-6600 Toll-free: 800-721-7233
www.securities.state.ut.us

Vermont

802-828-3420 Toll-free: 877-550-3907
www.bishca.state.vt.us

Virginia

804-371-9051 Toll-free: 800-552-7945
www.scc.virginia.gov/srf
Washington

360-902-8760 Toll-free: 877-746-4334
www.dfi.wa.gov/sd

West Virginia

304-558-2257 Toll-free: 888-368-9507
WWW.Wvsa0.gov/securitiescommission
Wisconsin

608-266-1064
www.wdfi.org/fi/securities/
Wyoming

307-777-7370
soswy.state.wy.us/Compliance/Compliance.aspx
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Asset allocation is a strategy for creating

a diversified portfolio by putting money into
different asset classes. Generally, it means you
invest a percentage of your principal in stocks
or stock mutual funds, a percentage in bonds or
bond mutual funds, and the balance in cash.

Bond is a type of investment that pays interest
over a fixed term. When the bond matures at the
end of the term, the issuer repays the principal,
or investment amount, to the owner of the bond.

Brokers work for brokerage firms, handling
client orders to buy and sell securities, usually

in return for a commission. Brokers become
registered representatives by passing a test
required by the states and FINRA and are
registered in the states in which they do business.

Commissions are sales charges levied by brokers
and other sales agents for each transaction.

With full-service brokers, the charge is usually a
percentage of the total cost of the trade. Online
brokers may charge a flat fee for each transaction.

Compounding occurs when the earnings an
investment produces are added to principal,
creating a new, larger base on which earnings
can grow.

Disclosure documents explain how a financial
product works, the terms and conditions of pur-
chase, and the risks in making such a purchase.

Diversification means spreading your investment
assets among a number of different investment
categories and then among individual investments
within these categories. For example, in a diver-
sified portfolio you might own six stock mutual
funds, each with a different objective or in a
different sector of the economy, several bonds or
bond mutual funds, and US Treasury bills or CDs.

Financial planner is someone who evaluates
your personal financial situation and develops
a plan to help meet both your immediate needs
and long-term goals. Financial planners may or
may not have professional designations and
certifications, and may or may not be registered
or licensed to sell investments.
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Insurance agent is a person licensed to sell
insurance by the state in which he or she works.
Insurance agents are not automatically registered
or licensed to sell securities or offer investment
advice. Those activities would require registration
with the state and federal securities regulators.

Interest is the income, figured as a percentage
of your principal, which you're paid for putting
money into a savings account, CD, bond, note, or
other fixed-income investment.

Mutual fund is a professionally managed
investment company that pools the assets of many
investors to trade in stocks, bonds, and other
securities, depending on the fund’s investment
objectives. Mutual funds charge management fees
and in some cases, a sales fee (also known as a
load). Details of a fund’s objective, management,
and expenses are explained in its prospectus.

Principal is a sum of money and can refer to an
amount you invest, an amount you borrow, or the
face value of a bond.

Prospectus is a formal written offer to sell stock
to the public, containing information about the
issuing company and the risks of making the
investment. A mutual fund prospectus describes
the objectives, risk level, past performance, fees,
and other details about the fund.

Return is what you get back on an amount you
invest. A positive return means you end up with
more money than you started with, and a negative
return means you end up with less.

Risk is the chance that you will lose all or part
of your investment. You should seriously consider
the level of risk you are taking before choosing
an investment.

Stock is an equity investment that represents
part ownership of a corporation and entitles you
to a part of its earnings if a dividend is paid. Each
share is one unit of ownership.

Volatility indicates how much and how quickly
the value of an investment changes. The more
frequently the value changes and the more
quickly the changes occur, the greater

the volatility.

“O~ Investor
I I I I I Protection

Trust

Investor
Protection
Institute

This guide was funded by a grant from The Investor Protection
Trust (IPT). IPT is a nonprofit organization devoted to investor
education. Over half of all Americans are now invested in the
securities markets, making investor education and protection
vitally important. Since 1993 IPT has worked with the States
and at the national level to provide the independent, objective
investor education needed by all Americans to make informed
investment decisions. The IPT strives to keep all Americans on
the right money track.

www.investorprotection.org

The Investor Protection Institute (IPI) is a nonprofit
organization that promotes investor protection by conducting
and supporting research and education programs.

www.protectinvestors.org

A variety of non-commercial investor education and protection
materials, including booklets, video, and curriculum, are
available and can be downloaded for educational purposes at:
www.investorprotection.org.
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A SALUTE TO SMART INVESTING

explains the keys to financial success that are useful whether
you’re just getting started or are a veteran investor. It provides

an overview of savings, using credilt wisely, basic investing

strategies, common types of fraud, and danger signs that

all tnvestors should be aware of. It's arming yourself from the

start with information you need to make smart decisions.
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