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(Regd. under Societies Acts As second wave of the Pandemic tapers off and vaccination gathers steam, once again
Regd. No. 656 Dt. 6-9-93) there is hope that there will be some semblance of normalcy returning. Second wave was
very aggressive in terms of speed with which the number of cases grew, the area it covered

Administrative Office : and the number of deaths it resulted in.

Investor Education In this lock down period people had more spare time and many spent it in pursuit of
their hobbies. It was reported that certain brands of cycles were not available off the shelf

& Welfare Association and there was a waiting period to buy one. This was because of sudden surge in demand
407, Reena Complex, for cycles. Similarly musical instruments, painting material for art, on line subscription of
Ramdev Nagar, magazines all showed increased consumption. People took to online classes for Yoga,
Vidyavihar (West) Classical Music, Painting, Culinary Crafts, Calligraphy, Public Speaking etc in large
. : numbers. The whole new opportunity opened up for experts and teachers in these fields.
M”mt_)a' - 400 0_86' ) People suddenly realized that geography is redundant. Students enrolled from nook and
Website : www.iewa.in corner of the country and in some cases also from distant places in other countries.
E-mail : info@iewa.in Businesses of various payment portals multiplied as online payments became the order of

the day. Home delivery services boomed. People realized that the lock down does not
mean depriving one self of their needs and hobbies. Unfortunately large percentage of
people who are daily wage earners or small time retailers in non-essential items have been
hit hard. They need to be protected and taken care of. One more positive we have seen in
this pandemic is that all essential items are available in abundance. Grocery, vegetables,
bread, fruits. There is absolutely no shortage. The supply chain has run quite smoothly.

INSIDE Iread abook “21 Lessons for the 21st Century” by Yuval Noah Harari an
Israel born historian. Some very pertinent points he made which deserves close
attention. I quote “Already today, computers have made the financial system so
1) PONZI SCHEMES NEVER GO complicated that few humans can understand it. As Artificial Intelligence

improves, we might soon reach a point when no human can make sense of

OUT OF FASHION..........oooirrnreennneas finance any more”. Further he says “The twin revolutions in infotech and
biotech could restructure not just economies and societies but our very bodies

2) AUl Rsaa 211 Ras......... and minds. In the past, we humans have learned to control the world outside us,

but we had very little control over the world inside us. The revolutions in
biotech and infotech will give us control of the world inside us and will enable
us to engineer and manufacture life. We will learn how to design brains, extend
lives and kill thoughts at our discretion. Nobody knows what the consequences
will be. Humans were always far better at inventing tools than using them
wisely”.

This and next couple of decades will see exciting changes happening
around us.

Letus look forward to it.

...................................

-CA. Dharmen Shah

INVESTOR PROTECTION THROUGH EDUCATION

Views expressed by contributors are their own and the association does not accept any responsibility.
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MR. INVEST RIGHT'S
GOOD INVESTING PRACTICES

N
YOU COULD FACE FINANCIAL
LOSSES IF YOU DEAL BASED
ON RUMOURS AND TIPS.

Messages with tips, frequently received via SMS and social media, are often
circulated by dubious sources with ulterior motives. Make it a point to always invest
in stocks only after doing a thorough research on the company.

INVEST RIGHT TOH FUTURE BRIGHT

Tip: Invest in the
‘Jaldi 5° stock for
good profits. Hurry!

https://www.bseipf.com/doandonts.html



PONZI SCHEMES NEVER GO OUT OF FASHION

(Courtesy: Vivek Kaul, Author of Bad Money)

Despite high-profile collapses, pyramid schemes continue to proliferate. What are the warning signs
forinvestors?

Anatomy of a Ponzi op:

The most important characteristic of a Ponzi scheme is that they offer a high rate of return to investors.
The question is how high is high. Charles Ponzi had offered to double investors' money in 90 days. This
implies a return of 100% in three months. If his scheme had lasted a year, it would have ended up giving a
compounded annual return of a whopping 1500%. In 2010, a Ponzi scheme called Speak Asia became the
rage in India. This involved an initial investment of Rs 11,000. Against this investment, the investors had to
participate in two online surveys every week. For every survey, they were promised a payment of Rs 500. This
would mean an earning of Rs 1,000 per week or Rs 52,000 during the course of the year, an annual return on
investment of 373% on the original sum of Rs 11,000.

Stock Guru, a Ponzi scheme which was busted in 2012, offered a return of 20% per month for the first
six months. The principal amount invested was repaid to the investor over the next six months. But nothing
could beat the sheer chutzpah of MMM India, a Ponzi scheme which hit the country in 2013. The website of
the company showed that an investment of just Rs 5,000 could be turned into Rs 3.4 crore by the end of the
year.

No wonder these Ponzi schemes did not last for long. Given that they had promised very high returns,
they needed many newer investors to keep bringing in money in order to pay off older investors. After a few
rounds, Ponzi schemes promising very high returns tend to collapse under their own weight. The smarter
operators promise a rate of return which is higher than what the financial system is offering at that point of
time, but not very high. Take the case of Madoff. His funds claimed to earn a return of 10% per year. This
allowed him to keep running his Ponzi scheme for nearly two decades.

Rose Valley, a Ponzi scheme which ran for a few years in the early 2010s, primarily in West Bengal,
promised an annual return of 11.2% to 17.65%. Around the same time, Saradha, another Ponzi scheme which
was popular in West Bengal, offered a similar sort of annual return on its fixed deposits. As an April 2013,
report in Business Standard points out: “In fixed deposits, for instance, [Saradha] promised to multiply the
principal 1.5 times in two-and-a-half years, 2.5 times in 5 years and 4 times in 7 years.” If the principal
multiplies four times in seven years, it means a return of 22% per year. If it multiplies 2.5 times in two-and-a-
halfyears, it means a return of 20% per year. All this was happening in an era when fixed deposit returns were
8-10% per year. The second most important characteristic of a Ponzi scheme is to assure the investors that
their investment is safe. This is done by meeting the initial obligations very quickly. Let's take the case of the
emu Ponzi schemes, which involved the rearing of emu birds, and were fairly popular in Tamil Nadu. Susi
Emu Farms was the first scheme based on this idea. As an April 2013 report in The Hindu points out: “The
scheme... promised a return of at least Rs 1.44 lakh within two years for an initial deposit of Rs 1.5 lakh.”
There is a straightforward way to do this. A part of investors' own money can be returned to them and the
scheme can be kept going.

What this does is that it converts the early investors in the scheme into brand ambassadors of the
scheme. It also plays on a very basic human emotion and that is greed. As the economic historian Charles
Kindle Berger wrote in Maniacs, Panics and Crashes: “There is nothing so disturbing to one's well-being and
judgement as to see a friend get rich.” This brings in newer investors into the scheme and that keeps it going.
Of course, after some time, herd mentality takeover.

As Nobel Prize winning economist Robert Shiller writes in Irrational Exuberance: “A fundamental

observation about human society is that people who communicate regularly with one another think similarly.
There is atany place and in any time a Zeitgeist. . . a spirit of the times.”

Many Ponzi schemes these days have some semblance of a business model, so as to make people
believe that they are investing in a proper business rather than a financial scheme. In fact, many multilevel



marketing (MLM) companies have turned this into an absolute art form. On the face of it, those who become a
part of the MLM scheme are supposed to be selling a product, which can be anything from gold coins to health
supplements or even washing power. The real money is not earned by selling the products but by getting more
individuals to join the MLM scheme and, thereby, making a commission in the process. This commission then
flows up the hierarchy. The 1990s saw a spate of plantation investment schemes which promised
astonishingly high returns by planting and selling teak trees. Their assumptions around the volume of wood
that each teak tree would end up generating were unrealistic, and they basically ended up rotating money like
any other Ponzi scheme. The emu Ponzi schemes promised that rearing emus could be a very profitable
business. The Hindu news report mentioned earlier quotes an investor as saying: “We were told that an emu
fetched Rs 20,000 and its eggs Rs 1,200 apiece. It was said that its skin, meat, feathers and even nails had a
huge market... But we got cheated.”

Famous backers:

In the recent past, a new Ponzi scheme called Oksome has come to light. As a March 2021 report on
Moneylife.in points out: “Oksome collects money from people under the pretext of liking videos and
messages posted on YouTube, Facebook, and Instagram by 'countless internet celebrities'.” On an investment
of Rs 6,000 to buy a membership, an annual income 0of Rs 91,800 is promised.

Over the years, many Ponzi schemes have successfully used brand ambassadors for brand building. The
most famous example of this is hometrade.com, a sophisticated Ponzi scheme of the early 2000s. The
company used cricketer Sachin Tendulkar and actors like Shah Rukh Khan in endorsement campaigns. The
portal was supposed to be a financial services portal. Among other things, the portal canvassed for and got
money from cooperative banks and Seamen's Provident Fund, promising them high returns by investing in
short-dated government securities. Money thus raised was often diverted into the stock market. When funds
were due to one cooperative bank, money was raised from another cooperative bank to pay off the first bank.

When the scheme collapsed, the celebrity endorsers washed their hands off it by saying that they had no
idea about the business model of Home trade. Along similar lines, film star Mithun Chakraborty was the
brand ambassador for the Saradha group of companies. In June 2015, Chakraborty surrendered the Rs. 1.2
crore he had received from the Saradha group to the Enforcement Directorate.

In some cases, people who run these schemes become their brand ambassadors as well. Other than
Madoff himself, an excellent Indian example of this is C Natesan, who ran Anubhav Plantations. As he told
Business Today magazine in an interview: “I always wanted to plant trees. As a child, [ used to feel sad seeing
trees being burnt down in my village at Govindaperi in Tirunelveli.”

Such statements help build a halo around such individuals and their infectious optimism is transferred
on to prospective investors.

In conclusion:

To conclude, greed and herd mentality are the two main reasons why people keep falling for Ponzi
schemes. The prospect of higher returns makes them not ask the most basic question: How will these returns
be earned?

The late Reserve Bank of India deputy governor K.C. Chakrabarty believed that the fact that people
repeatedly invested in Ponzi schemes is a reflection of the failure of the formal financial system. This isn't
always true. States like Tamil Nadu and West Bengal, where Ponzi schemes have been popular in the recent
past, are reasonably well penetrated when it comes to banks. Further, it's not the poor but the middle class that
end up getting stuck in these schemes. Many scamsters behind these schemes are never caught or punished,
encouraging more individuals to launch such schemes.

At the end of the day, the only simple explanation for why Ponzi schemes continue to proliferate and
thrive might be philosophical. As the Latin phrase goes: “Mundus vult decipi, ergo decipiatur,” meaning,
“The world wants to be deceived, so let it be deceived.”
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Siter fomT- ST Fgare gRamwad

STTST ST STV S S5AT SHa (o1 TSI ATt S & . SITUTAT TeIehT<T S{e foAT 8T
ST e, ShIVTATET STTTEreh firsr=il ot Fafe ufeci Urery 3118, SHHTeeT S =
SMUCHIAT STURIATE Tl e Siad LB Arara ST SIedr FHgaras
SHIUTTET STATT U TH TGV SHerT TaHT HUr STATavdeh 3. SATIUT ST S ot
AT TeeT SATIVT T ST FHTTad JehETIITEA faAT S, deeT SIavr 74T fa=m i
AT foh TSR STTETd SATAT ATET % AT forH 1= ST 9T Sis e, 6T fa=) SIaoT et
=T AT SARTATAT ShelT UTfEsT. STUCATAT ST ST Yohd < fawTa ol oar a5 o
TTE TS UTTEST. Shales T AT <At Jaa[ehiqe ShetH < oh ST Shiaad Shidl A UL fardT
ISR 7 UTSAT STUAT e aT=aT AIEUTETST ShIvraT o fohdl famm =amam = s

&ﬁﬁ?m
(eTifefes HeamTe)

STTE¥aeh 3717 . STa forT=) ITelTTes ek STHAT, <8 SR, TrSiaHe Wi, 7l sfeh &, U9 & forar gfae

fase @i, ATHea WehRi= ArSeraTd Arfed! =,

T TR : TSI Y= AT, ST TR R =T Swardie! STaur wRerel Uy STTaeTell Jadi-ae ud fHesd
HTATEeRAT 79t STE foh ST wRerel U8 UR THes U et X 28 SR b1 SATdT. W1 &1 THe b= e, THe
¥o TANTETAT SHSRIHIST § THUS THHAT SH ST TTHIH QLRI A9 30000 STHSA ST ATAT TATAT §o TF
TR T 3T ST ATAT STAT=AT ¢ o AT [T HL&T0 AN Bl5 . ST YR R0 T oY ek | ATERIT § A&
O TR SHOAT AT IO ST ATaAT O THeS UM ATHa. | ST €7 S99 aIe Ro Juiel R[=g3Te therdr
TeRT {000 TUATHT TH TS UT Shedl T ATHTXIT §% T AT =T HeT=l TH T8 Ul 91gT Qo T Bisdl.
TSI S ShUATAAT eTet § ATE S0 TH 3TTE T A Fiog STIier. STTaT ShTel <H S5 7 ST Refel 8w
AT Ude! fHasdrd

TETaTHE W : BT 31T S 3T fob it farm shumt Sfereh g fammean sxardie! sRerd! TerH crakie
ATHIPITEERE U Sl TohalT JEa<aT ShIe3Te [T ST g STeacard fomTe YeFehd =l aREGRIAT <. 8T
T |TERIT R0, Y, I TN ohalT T8 S1feeh J =T STHaT. TH ST Jai- & [aH 1= 8wl HIST ST&ar o
TamTe T SHHT STHd. AT ST SR ForAT TRAT=H ATEeial! YoFehH STTIeATT Jad e (Hesd . T ST UdTal
TfeaT T TTHRT S(oh=aT UF ST SAehT (Hadl. WT famT=a HehRT ey UfeedT a9 s S ST90T $TT9el g% fafad
T ATEIT X Uiferdl g S, el Sl faT hu=T o€l U-ee! |Te g USeiel! uifad! gt <o sheudr=t
gferar gRfaam. TehaT Tifad! ITe] ShedT e JaaTgelt STE gifad! SR SY Shira=l STHeaTd STIeaTal St Tarehd ued

STTTTeR STTU STI@acaTd o1 ShuT STTIeATaT STHT S W =T ST aeh Yok <l ohst G &T g e,

T Sk WA : BT STHT SR STAT ST TorHT Shu=1 ST ST AT SAf ek ToFehH URd Shd STH . SQTeuef s fomAr=it
LG aﬁaﬁﬂﬂﬂxmqaﬁ SXTTereh TerehT STISITAT U THesd o, SIfSTaTa STrai =1 ST sr=d
SHIUMAETST, T ST STeeh TuIaR (T e e W AR auaTaTS! ST UTfersi=m STor SUANT he
B rohdl, Uiferalt gea S fammementer gRardian fafad shorer famms fe @] red. steqehtesta famT shust
TR U TR HIT ST & TR et 7ed URare G ST S1eal. fom gt gvw=m fam emeehrn
T AT ARAGRIAT o=t qot Terehd fHaad.

Y91 W BT 31T SR 31ar T famm aaprett ua TehHt fohar fafaa g« w1, arasare fohar sufae
e T Afe=arar U= famr shueierea faalt <. fodm Asmean Jediee™ 9o siieaedrd aRugRTa
Tl Yarer fesd. WA IRATEATET ST S STHAT Af |TER0T Sh=aT Th € Sl fesarsesdr smaar. Sai-m
STRSTEIT ShTOTCTE T STRET 1 ST ST g T =T aRE ShaTa= 31T AT<ATHIS! 81 4 Ui 3¥al.

gfe forers wi=a: TT ST9IT AT STHAT foh AT h1ET Jaaveh fe IR STRIA Shell ST &7 Ay fafaa
IATAT THAT AT IR STSIRTAT A& T SATIeATT SITIe! IRATSAR e HIAET Shed =Tl A, Srerar faars fe
ST ST ST STETH ST TR ST & gie faars fodT A= THTerT STE ShaT, =87 G e
319 Toh, STra famTe feaes o = Tai 7 HIaT ST ST & shaldl T SRS a¥erdl el AT 2.
Iy famr et TohA=T STETET BT I== faus 339, eue oTiféer S, SR foham 3a¥ ohst, STaTegr=r Ji=n
FATATCI STV & A1 TTATS ST TR ST ST ITehal. Aok SARII ST AT TohH T €1 ST
ST FAT T SRIeR SATSTaTd SI@ A = SOMT=T aev]eh R Saval foT Arsi=m arv S Sreiadiare
T SHUET. ST EATA STHATT A ST AT T AISTT SATIaT JUf She aTTe! AeeT gaTehad e,




Rights and Obligations of Investors

(Annexure-2 by SEBI)
(Courtesy- Security and Exchange Board of India)

Rights of Investors
Get Unique Client Code (UCC) allotted from broker.

Get a copy of KYC and other documents executed from
intermediary.

Get trades executed in only your UCC.

Place order on meeting the norms agreed to with the Member.
Get best price.

Get the contract note for tfrades executed.

Ask the details of charges levied.

Receive funds and securities on time.

Receive statement of accounts from trading member.

Ask for settlement of accounts.

Get statementsas per agreed schedule.

Obligations of Investors

Execute Know Your Client (KYC) documents and provide
supporting documents.

Understand the voluntary conditions being agreed with the
trading member-.

Understand the rights given to the Trading Members.
Read Risk Disclosure Document.

Understand the product and operational framework and
deadlines. Pay margins in tfime.

Pay funds and securities for settlement in time.

Verify details of trades, Verify bank account and DP account for
funds and securities movement.

Review contract notes and statement of account.

Disclaimer : - The illustration are merely indicative in nature which should not be construed as investment advice
and neither ensure you profits nor protect you from making a loss in declining market.

INVESTOR PROTECTION THROUGH EDUCATION

Published by Mr. Prakash Shah on behalf of Investor Education & Welfare Association. Printed at Gurudeo Printers, Mumbai.



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8

