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A recent headline bannered another Ponzi scheme that fleeced 15,000 investors with as much as P12 
billion.  Such a scheme, which “guarantees” high returns to investors from their investments, portrays 
itself as an investment company that trades investors’ money in commodity futures such as mining and 
petroleum.  Sadly, the said scheme targeted low-income earners with minimal knowledge about 
investments.  As the scheme collapsed, the perpetrators allegedly fled abroad, and left investors empty-
handed. 
 
Investment scams are not new.  Despite media attention, Ponzi schemes are still successful simply 
because investors are lured by the promise of spectacular returns.  This is unfortunate but this can be 
prevented if we keep in mind the following investment lessons:   
 
1.        Watch out for investment schemes “guaranteeing” high returns. 
 
We often hear the statement, “I want a safe investment that provides high returns”.  Unfortunately, 
there is no such thing.  Investments involve a certain amount of risk.  A basic investment principle is: the 
higher the return, the higher the risk. 
 
Returns on investments are never guaranteed.  One example is putting up a small business.  Although 
future revenues can be estimated and expenses can be budgeted, returns cannot be guaranteed.  No 
one can predict the outcome of the market, not even the economic experts who assess economic 
performance on a full-time basis. 
 
2.        Understand the investment. 
 
One of the surest ways to protect our hard-earned money is by not putting them in things we do not 
understand.  Do not be afraid to probe and ask questions.  A good investment manager should be able 
to clearly address your queries.  An investment manager who cannot explain his recommended 
investment is a big red flag!   
 
The recent investment scheme guaranteed unrealistically high returns.  The investors did not probably 
ask questions on where the company will invest their money and how it can guarantee such high 
returns.  Unfortunately, it was already too late when they realized the answer – the funds were not 
fruits of investment but from the money of new investors.   
 
3.        Trust an investment manager that has built its reputation over the long-term. 
 
When investing, it is important to do our homework.  Before looking at potential returns, we should first 
look at the institution to whom we are going to entrust our money.  Research on the background of the 
company, its owners, its management and the reputation it has built over the long-term.  Looking at 
investment returns alone is like targeting a destination without looking at the reliability of the vehicle 
that will bring us there.   
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A prudent investment manager always looks at the profile of the investor before making any 
recommendations and is always transparent on the underlying risks of the investment. 
 
Sometimes, lessons are learned at a very steep price.  As investors, we can prevent being victimized by 
Ponzi schemes by doing our homework.  Assess the balance between the risks and returns of our 
investment options.  Ensure that our chosen fund manager can be trusted.  In the end, it is not just 
about how our assets perform at maximum, it is about how certain. 
 


