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Chapter 1: BACKGROUND 

As researchers have observed, fraud is a crime fraught with myths and misconceptions. 

Perhaps one of the biggest misconceptions is that fraud is akin to a victimless crime. Button, 

Lewis and Tapley (2012) remind us that this misconception is due, in part, to the popular 

belief that frauds are largely committed against large companies (e.g., credit cards, 

insurance) and the government (e.g., bogus claims).  This conception is not likely to garner 

much public antipathy as the target is generally perceived to have the resources to cover 

these losses. Yet we know that fraud is often against individuals or particular groups, and 

has a significant, sometimes, devastating impact on financial and personal wellbeing. Yet 

our understanding of the victims of fraud is relatively limited (Button, Lewis and Tapley, 

2009).  In the following discussion, we provide an overview of the growing body of research 

on fraud victims and the victimization process. These studies suggest that there are very 

likely some commonalities as well as geographical/cultural differences in victim profiles. In 

doing so, our aim is to set the stage for developing a profile of fraud victims who report to 

the police, and their decision making process in the Hong Kong context. 

Much of fraud goes unreported, why? 

One difficulty in developing a clearer understanding of the victims of fraud is the fact that 

there are an “unknown” number of victims. Research indicates that there is a range of 

knowledge, with some victims remaining unaware of their victimization to knowing victims 

who choose not to report, to knowing victims who do report to the authorities to those who 

refuse to believe they are victims (Button, Lewis and Tapley, 2009). 

For those who realize they are victims, decisions to report are related to a number of factors 

including fear, shame, self-blame, negative publicity (especially in the case of companies 

that are victims), perceived severity of the fraud (e.g. low value, grey area of whether a 

crime occurred), considerations of insurance claim, relationship of victim to fraudster, 

potential compensation, attitudes towards the criminal justice system, lack of knowledge of 

who to turn to for help (Smith et al., 2011). 

Victim Profiles 

Given the global scale of fraud and the need to develop effective prevention measures, it is 

not surprising that there has been increasing interest in trying to develop fraud typologies 

and victim profiles.  Knowledge about victim profiles varies from country to country, with 

some countries having developed some understanding of victim characteristics (and others 

with very limited information). Studies in the UK suggest that the elderly are one of the 

most vulnerable groups of fraud, although, it may well be that they are the specific targets, 

or as Button, Lewis and Tapley observe, “if a fraudster is solely targeting older age groups, 

then they are of course likely to form the greater number of victims” (2009: 23). Yet some 

reports, as in the USA and Australia, indicate that young people are more vulnerable to 
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consumer fraud, given their lifestyle and exposure to potential fraudulent situations (ibid.).  

Within and across countries, study results vary with some indicating elders to be more at 

risk than their younger parts, and other research indicating an inverse relationship. These 

differences may be related to the aggregation of different types of fraud such that some 

groups like the elderly may skew results. There may, in fact, be different age trends 

depending on the type of fraud (e.g., elders may be less likely to be a victim of online scams 

given their differential usage of the internet from younger populations). Yet it may well be 

that the elderly are at greater risk given that they are likely to have greater financial savings, 

have cognitive changes and/or experience social isolation such that they become more 

trusting of others (Kieffer and Mottola, 2017).  In the UK, men tend to be more at risk of 

investment frauds and illicit scams while women are more often victims of fake products 

and services, and loan and money making scams. 

 Approaches 

Research has made clear that investment fraud involves a process with the use of one or 

more approaches (as noted above) and the targeting of potential victims.  The process may 

range from a short period of time or extend over several years, depending on the type and 

nature of the investment fraud. Time, of course, is essential, but the style and method of 

approach matters. In some instances, fraudsters will lure the victim through small profits 

and then quickly “rip and run.” In other instances, a professional appearance is cultivated 

through flash webpages, well designed brochures, and authoritative and credible names, 

and with this approach, the potential investor acts after doing his/her own research.  Other 

popular approaches include selling the dream (e.g., the deal of a lifetime at next to nothing 

in costs) or casting the opportunity as in a gray area so the victim is uncertain as to its 

legitimacy (Button, Lewis and Tapley, 2009). 

In Reurink’s (2018) survey of the field, he notes the common patterns in the approach, such 

as the identification of potential victims, often through targeted contact lists (e.g., email, 

mobile phones of those with higher incomes or have been scammed before), or affinity or 

social networks, where it is relatively easier to establish rapport and trust, or through 

misrepresentation under the guise of an established reputable company. As Button, Lewis 

and Tappley (2014) observe, the fraudsters then need to appeal to the victim to “invest” 

often relying on trust, the promise of a significant financial gain (e.g., too good to pass up), 

and urgency (e.g., limited time offer). In essence, the process involves the art of persuasion 

and cultivation of social influence with promises of riches, legitimacy, reciprocity, unique 

opportunities to shape potential victims’ emotions and ultimately, their decision making 

process (Kieffer and Mottola, 2017). 
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Why do victims fall prey to investment fraud? 

The question arises, as Reurink (2018) aptly raises, “what factors lead people to make the 

apparently irrational decision to participate in a scam?” (p. 38).  Trust appears to play a 

critical role in victims’ decisions to “invest.” The establishment of trust occurs in a variety of 

ways, such that the fraudster draws on the use of trustworthy language (e.g., professional, 

legal sounding), gives the appearance of a charitable or lavish lifestyle to convey success, 

exudes the air of authority and reputability, or exploits the affinity group’s trust (Reurink, 

2018). Research has also shown visceral factors to be important with fraudsters often 

appeal to the target’s sense of values and emotions, a sense of urgency (also known as 

scarcity cues), and the projection of a positive future, disproportionate earnings given the 

investment, and commitment (progressive steps in “investing” (Button et al., 2014). The 

victim may be suspicious or knowing (or on the cusp of knowing), but continues to be 

committed and is willing to play the long odds gamble in the hope of either recouping what 

has already been lost or a bigger end pay off (Cross, Richards, and Smith, 2016). Studies 

have suggested that lack of self-control also plays a role in the decision making process to 

“invest,” with some victims reporting being unable to control themselves (Holtfreter, Reisig 

and Pratt, 2008). Ironically, low self-control, along with staged opportunities, has been 

linked to committing fraudulent acts (Smith, 2004). 

Impact on victims 

As noted above, victims’ reactions and response to being scammed range with some 

remaining in the “dark”, to those who know but decide not to report, to those who know 

and report to the authorities, to those who refuse to believe it has happened to them 

(Cross, Richards, and Smith, 2016). Irrespective of their reaction, even if they refuse to 

believe they’ve been a victim, the impact is significant. While the financial loss weighs 

heavily on their life situation, it takes a psychological and social toll with victims 

experiencing guilt and shame at having been conned (or even with the unbelieving, the 

humiliation of having lost a significant amount of money), emotional distress with having 

loss, sometimes, life savings, and which may trigger psychological and physical health 

reactions, and compounded with family stress (Levi and Pithouse, 1992; Cross, Richards and 

Smith, 2016; Button, Lewis and Tapley, 2012). 

 When do victims report? 

Thus far, research indicates that victims remain reluctant to report to the authorities for a 

range of reasons as noted earlier from shame and embarrassment to feeling hopeless 

(nothing can be done) to lack of knowledge of who and where to turn to. Yet some victims 

do come forward and report to the police. Cross, Smith and Richards’s (2016) study on fraud 

victims in Australia found that their motivation was principally driven by their desire to seek 

justice. Victims reported feeling wronged, and reported the incident in the hopes that 
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something would be done. While recouping the money was important, it was secondary to 

obtaining justice. Yet as their study suggests, victims can often find that their efforts to 

report their case are thwarted, and become angry and disillusioned by their negative 

experiences with authorities. Victims report a merry go round experience whereby different 

agencies and authorities shuffle them from one to the other with, ultimately, little success in 

moving their case forward. They also report negative experiences in their interactions with 

reporting authorities, some of whom, perhaps not trained in financial crimes, tend to blame 

the victim for being “duped” or trivialize the loss (Cross, Richards, and Smith, 2016). 

What victims want: 

Victim studies offer insights into ways to overcome some of the challenges they face in 

reporting their case to authorities and in trying to recoup their losses. These include the 

development of a coordinated case management system where a caseworker can help 

negotiate the process (to avoid the merry go round effect), and provide updates on the 

progress of their case, trained staff in dealing with victims and their different needs, 

including empathy, compensation or restitution, and ultimately for the offender to be 

caught and punished (Cross, Richards, and Smith, 2016). 

Hong Kong and Fraud 

In the U.S., Australia and the UK, researchers, often working with government agencies, 

have established strategies to monitor patterns and prevalence, drawing on nation-wide self 

report surveys on victimization and crime, and law enforcement data. In Hong Kong, there 

has been limited research on fraud. Police data provide one source, but has not been 

examined in any systematic way. Publicly available police data provide very broad trends, 

though as noted earlier, many victims are reluctant to go to the authorities.  Police crime 

statistics indicate that reports of deception have been on a steady increase since 2000, 

although there was a slight decline in the last two years (Diagram 1). Over this 17 year 

period, unlike other reported crimes, this is the one category which has witnessed this 

consistent rise. Despite this rise, detection rates for deception remain among the lowest of 

all crime categories, and are due in large part, to the difficulties of tracing and tracking the 

act and the monies, and gathering evidence. Reported business frauds have declined but 

have a very high detection rate (Diagram 2). 
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Diagram 1. Deceptions reported and detected (2000-2017) 

 

 

Diagram 2. Business frauds reported and detected (2000-2017) 

Given the limitations of police data, others have attempted to draw on victimization data to 

examine financial crime.  Broadhurst et al. (2010) study, although relatively dated, provides 

an alternative view as it draws from victimization data. Based on over 2,000 surveys, 

approximately one in five respondents experienced at least one instance of consumer fraud 

in 2005, and ranked among the highest globally (at third), with victims reporting these 

incidents taking place in a store. Females were more likely than males to report having been 

a victim of consumer fraud, and elder respondents (aged 55 and over) were less likely to be 

a victim of consumer fraud than their younger counterparts. Approximately 14% of 
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respondents in the survey were victims of cybercrime, and experienced small to large scale 

financial losses, especially through online shopping. 

Aside from these two data sources, there remains a large gap in our understanding of fraud.   

Li et al. (2016)’s study on fraud against the elderly in Hong Kong is among the few recent 

efforts, and entailed focus groups with relevant stakeholders including police, caregivers, 

social workers, nurses, representatives from the community, and the banking and insurance 

sectors. While international studies have found trust, isolation, accessibility, declines in 

mental acuity and financial assets among the major factors related to elderly victimization, 

Li et al. (2016) found similar circumstances among Hong Kong’s elderly including weak 

family support, social inactivity, declining health, retention of cash in the home, 

economically proud, lack of awareness of privacy, and sense of duty for their children (e.g., 

informed that their adult child had been held hostage). Beyond the immediate context, 

stakeholders believe that Hong Kong’s cultural norms and economic habits further 

contribute to the potential for fraud against the elderly as there continues to be revered 

customs and superstitions, the need to save face, and to render mutual support and kinship. 

The increased cross border traffic has also provided an opportunity for new scams. 

Study Objectives and Definitions 

The research has three specific objectives: 

1) To assist the police in the identification, characteristics, and decision making process of 

groups vulnerable or at risk of investment fraud; 

2) To draw from the research findings to collaborate with the police in strengthening their 

crime prevention and education strategies with a specific focus on vulnerable groups; 

3) To draw from the research findings to assist the IFEC in furthering their educational 

campaign for financial well-being. 

One of the central questions we are confronted with in trying to understand fraud is why, 

despite crime prevention and education efforts, some groups of individuals are more prone 

to falling victim to fraud investments. Are there certain characteristics that make some 

groups more vulnerable with fraudsters specifically targeting them? The proposed project 

seeks to develop baseline knowledge of those persons who are particularly vulnerable to 

investment related fraud like the elderly, youth and low income groups and ethnic 

minorities. This baseline knowledge includes a) victim profile – demographics, personal and 

social characteristics, and b) victim decision making process – what were the circumstances, 

situational characteristics and motivations in considering whether to invest. 

To develop the baseline knowledge in these two areas, we collected two data sets. The first 

data set involved the collection of information from reported “investment frauds” to the 
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Hong Kong Police. In discussions with the police, this type of fraud occurs with frequency, 

regularity, and consistency. The second data set involved in-depth interviews with victims of 

investment fraud. As our main objective is to provide a baseline and relevant information 

for the strengthening of prevention education, we adopted the HKPF definition of 

investment fraud with the following five categories: 

1) Boiler Room Fraud – “representative” salespersons or brokers are hired to call up 

unsuspecting individuals to push investment opportunities.  Cold calls and high-pressure 

tactics are often used to enforce sales of worthless or non-existent securities, usually to 

pensioners. 

Typically, boiler room agents are well trained salesperson and all the information they pass 

on to customers would be scripted.  In recent years, they make good use of the Internet and 

decorate their business with fanciful websites. Investors would receive their monthly 

investment statements through e-mail and rarely come face-to-face with the brokers.  

Similarly, investment monies would be transferred electronically often trespassing country 

borders.  After some time when all investment frenzy subside, victims will find all they are 

left with are some junk stocks or worthless papers. 

2) Pyramid Schemes – designed to make money by recruiting people, rather than by 

selling legitimate products or providing a service.  Income comes from the participation fees 

that the participants are required to pay. The participation fees that these new participants 

pay give them the “right” to recruit further new participants and receive income.  In other 

words, the only way for a participant to ever recover any money is to convince other people 

to join and to part with their money as well.  In order to secure a stream of money coming 

into the scheme to be carved up by the establisher of the scheme and its existing 

participants, the stream of participants needs to go on and on. Early members may get 

some dividends but when the pyramid crashes, which it will ultimately do, everybody except 

the person at the top loses. 

 3) Loco London Gold – involves free investment seminars as bait, then attract and lure 

victims into LLG investment transactions. Subsequently, the fraudsters ask the victims to 

open and deposit money into an investment account and sign documents authorizing a third 

party to trade on their behalf. However, the agents carry out frequent transactions charging 

hefty commission. The victims eventually find themselves losing all their capital as a result 

of investment losses and commission deducted. 

 4) Advanced Fee Fraud – involves luring prospective victims to part with a fee in respect 

of a deal, which does not exist.  It involves an upfront payment by the victim to the 

fraudster, who promises the victim a project that yields lucrative returns.  Bogus documents 

are usually provided in order to convince the victims that the promised deal exists.  A 

common method used by culprits is that they claim themselves to be high-ranking "officials" 
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of a government or agency and they are in charge of funds from previous regime or 

inherited assets, which they need to, launder by transferring it to a foreign account.  The 

victim is offered a percentage of the funds and required to provide an advance fee for 

various taxes, fees or bribes to facilitate the processing and remittance.  When the fraudster 

receives the fees from the victim, they disappeared. 

 5) Insurance Fraud – an insurance intermediary (agent or broker) steals premium by not 

forwarding client’s payment to the insurance company; or the insurance intermediary 

manipulates policy by false instrument and without the policyholder’s knowledge.  These 

frauds include withdrawing dividend or loan by falsifying policyholder’s signature, and 

deceiving commission from the insurance company by making false policy. 
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Chapter 2: METHODOLOGY AND EXPECTED OUTPUTS 

 

This research employs both quantitative and qualitative methods in understanding the victims 

of fraud. The rationale is that the quantitative part would help revealing the quantitative 

profile of the victims and the nature and operations of the fraud while the qualitative part 

would help provide in-depth understanding of the victims’ experiences and responses. 

 

According to the HKPF, there have been 89 investment frauds involving over 700 victims from 

2011 to 2015. As the HKPF has retained the records for these cases, we proposed to collect 

information from these cases to develop a baseline and profile of the victims and the detailed 

characteristics of these five types of investment fraud.  The data collected includes 

demographic characteristics (e.g., age, sex, marital status, family, employment status, 

occupation), type of fraud (e.g., details on the nature of the incident, amount involved). As 

this original dataset, which includes crime messages and victim testimonies, is sensitive which 

include victim data, non-disclosure agreement was made with HKPF. To ensure the 

confidentiality, the police had hidden all the personal identifiers from the original dataset. 

Researchers were only allowed to read and input data from the dataset in a room provided 

by Commercial Crime Bureau (CCB) at Police Headquarter. Besides, no photocopy of 

testimony was allowed and no documents could be allowed to take away from the Police 

Headquarter. The actual data collection period last for more than one year (first fieldwork on 

28th July 2017 and last one on 15th February 2019 with a break of November 2017 to 

February 2018 due to a research team member’s maternity leave) in which the research team 

usually went to CCB half day at a frequency of once or twice a week. One of the reasons of 

this prolonged data collection period is that there was a huge amount of victim testimonies 

involved which made the data logging itself time consuming. Another reason is that the 

research team needed help from CCB to clarify missing and unclear data from different district 

police stations. 

 

The second data set involves in-depth interviews with a small sample of the five categories 

of investment fraud as elaborated in Chapter 1. We planned to conduct three in-depth 

interviews in each of the 5 categories for a total of 15 interviews. Interviews with victims 

referred by the police have been successfully adopted in fraud research (Cross, 2015; 

Button, Lewis and Tapley, 2012). Due to confidentiality, CCB helped the research team to 

reach out victims who were from the above mentioned original dataset. However, due to 

victims’ reluctance to talk about their experiences again, we were able to interview 10 

victims without one from advance fee fraud at the end. The main objective of these 

interviews is to develop a deeper understanding of the decision making process at the time 

of the investment – the approach, the circumstances, situational considerations, and 

motivations. We also sought to understand the decision to report to the police, particularly 

reasons for seeking help and desired outcome.  
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Interviewee Type of fraud Gender Age Occupation 

1 Insurance Male 30 Accountant 
2 Insurance Male 34 Civil engineer 
3 Loco London Gold Male 48 Teacher 
4 Boiler Room Male 50 Company CEO 
5 Pyramid scheme Female 43 Marketing 
6 Pyramid scheme Female 63 Sales manager 
7 Loco London Gold Male 69 Retired 
8 Loco London Gold Male 55 Corporate manager 
9 Loco London Gold Female 58 Security guard 
10 Insurance Female 48 Self employed 

Table 1. Demographics of Interviewees 

Expected Outputs and Contribution to Advancing Financial Literacy in Hong Kong  

The project has two main goals, including: 

1)    A final report documenting the findings. This will include a profile of groups vulnerable 

or at risk of fraud victimization and an analysis of the decision making process of those 

investing in fraudulent investments.  

  

2)    Based on the findings and analyses, the research will identify recommendations for the 

strengthening of educational and crime prevention strategies for HKPF and IEC. The 

recommendations will be targeted principally on the vulnerable groups (identified 

through the study) as well as for the general population.  

  

In addition, as a result of the project, we anticipate several other contributions to enhancing 

the knowledge base about fraud and fraud prevention: 

1)    This collaboration will provide an opportunity to examine existing data mining 

capabilities and identify ways to enhance the database’s potential.  

2)    The findings can be incorporated into the curriculum in the Centre for Criminology’s 

annual fraud investigation training program, co-sponsored with the Association of 

Certified Fraud Examiners, Hong Kong Chapter [ACFE] (see details at: 

http://www.hkacfe.com/training). 

3)    The findings, subject to agreement with HKPF and IEC, will be published in academic 

journals relevant in the field of fraud and economic crime.  

   

http://www.hkacfe.com/training
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Chapter 3: QUANTITATIVE DATA 
 

In this section, we present the findings from our examination of police reports of the five 

types of investment fraud from 2011-2015. We first provide a general overview of the cases 

reported, followed by an analysis of victim demographics. Next, specific attention is paid to 

the quantified details of their case in search of patterns of certain kinds of fraud. 

A. General profile of all cases 

1. Type of fraud and year of report  

We were able to identify 91 relevant police reports from this period. In each of the years, 

approximately 15-20 cases were reported, giving a narrow range of 16.5%-22.0% by 

proportion. By case nature, loco London gold fraud constitutes the majority of cases (59 

cases, 64.8%). The following table shows the number of specific frauds reported in each of 

the years. 

TYPE OF FRAUD 2011 2012 2013 2014 2015 SUBTOTAL 

ADVANCE FEE 1 2 2 2 1 8   (8.8%) 

BOILER ROOM 0 0 0 4 4 8   (8.8%) 

INSURANCE 1 4 0 0 0 5   (5.5%) 

LOCO LONDON GOLD 11 11 14 10 13 59 (64.8%) 

PYRAMID SCHEME 2 3 2 2 2 11  (12.1%) 

SUBTOTAL 15 

(16.5%) 

20 

(22.0%) 

18 

(19.8%) 

18 

(19.8%) 

20 

(22.0%) 

GRAND TOTAL: 91  

(100%) 

Table 2. Types of fraud (2011 -2015) 

 

2. Cases retrieved for further analysis 

Out of a total of 91 cases, 61 (67.0%) were retrieved and coded for more in-depth statistical 

analysis. By absolute value, loco London gold has the most retrieved cases (41 cases), but 

the second lowest retrieval rate (49 cases over 59 archived cases = 69.5%). However, though 

there are only 5 cases in insurance fraud, 4 cases are retrieved, resulting in 80.0% retrieval 

rate, which has the highest retrieval rate among other types of fraud. The table below 

summarizes the number of cases retrieved and the retrieval rate. 
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TYPE OF FRAUD SUBTOTAL RETRIEVED 

ADVANCE FEE 8 2 (25.0%) 

BOILER ROOM 8 6 (75.0%) 

INSURANCE 5 4 (80.0%) 

LOCO LONDON GOLD 59 41 (69.5%) 

PYRAMID SCHEME 11 8 (72.7%) 

TOTAL 91 61 (67.0%) 

Table 3. Fraud cases retrieved and retrieval rate 

 

3. Fraud victims and year of report 

In the 59 cases retrieved, a total of 452 victims were identified. The total sample comprises 

mostly victims of loco London gold fraud (184 victims, 40.7%) and pyramid scheme fraud 

(229 victims, 50.7%). Many victims reported their case in year 2012 (159 victims, 35.2%) and 

2014 (134 victims, 29.7%) respectively. The table below shows the year they took the police 

statement and the type of fraud they encountered. 

TYPE OF FRAUD 2011 2012 2013 2014 2015 SUBTOTAL 

ADVANCE FEE 0 0 1 0 2 3   (0.7%) 

BOILER ROOM 0 0 0 2 4 6   (1.3%) 

INSURANCE 1 29 0 0 0 30   (6.6%) 

LOCO LONDON GOLD 10 38 62 43 31 184 (40.7%) 

PYRAMID SCHEME 0 92 13 89 35 229 (50.7%) 

SUBTOTAL 11 

(2.43%) 

159 

(35.2%) 

76 

(16.8%) 

134 

(29.7%) 

72 

(15.9%) 

GRAND TOTAL: 

452  (100%) 

Table 4. Number of victims (2011-2015) 

  



 
 

14 

B. Demographic profile of victims 

1. Gender of victims 

In relation to victim profiles, female victims represented more than half (243 victims, 53.8%) 

of those reporting to the police. The table below shows the gender of victims by number 

and proportion. There are no missing data for victim’s gender. 

  FREQUENCY 

MALE 209 (46.2%) 

FEMALE 243 (53.8%) 

TOTAL 452  (100%) 

Table 5. Gender of victims 

 

2. Age of victims and distribution 

From police reports, we were able to retrieve age at the time of the victim gave their 

statement, resulting in information from 449 victims (99.3%). The mean and median of age 

are close with only a difference of 0.5, and the standard deviation is less than one-third of 

the mean. The skewness of +0.07 indicates that the distribution is approximately symmetric. 

In the valid sample, the minimum age is 16 years while the maximum is 79 years. The 

following table gives a summary on the central tendency of victim’s age. Three victims did 

not report their age. 

AGE OF VICTIM UPON TIME OF REPORT   

MEAN 47.5 years 

MEDIAN 47 years 

STANDARD DEVIATION 13.3 years 

SKEWNESS 0.07 

MINIMUM 16 years 

MAXIMUM 79 years 

 Table 6. Age of victims upon time of report 
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The following table and graph group victims into different age cohorts. High percentages are 

found at around the cohort of 36-45 years (122 victims, 27.2%) and 46-55 years (114 victims, 

25.4%).  

AGE OF VICTIM UPON TIME OF REPORT FREQUENCY 

16-25 23   (5.1%) 

26-35 64 (14.3%) 

36-45 122 (27.2%) 

46-55 114 (25.4%) 

56-65 81 (18.0%) 

66-75 39   (8.7%) 

76 OR ABOVE 6   (1.3%) 

TOTAL 449  (100%) 

 Table 7. Frequency of age of victims 

However, the Kolmogorov-Smirnov test for the sample indicates that p=0.035 (<0.05). 

Hence, victim’s age in the entire sample is not normally distributed. 

The non-normal distribution of victim’s age draws attention to the question of splitting the 

whole sample into different types of fraud. The table below shows the mean, median and 

standard deviation of victim’s age in each type of fraud. 
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VICTIM’S AGE MEAN MEDIAN STD DEV 

ADVANCE FEE 51.0 51 11.0 

BOILER ROOM 45.5 45.5 8.4 

INSURANCE 42.9 39 12.9 

LOCO LONDON GOLD 44.5 44 13.5 

PYRAMID SCHEME 50.6 50 12.7 

 Table 8. Age of victims by type of fraud 

For the types of fraud with relatively larger sample size, e.g. insurance (n=30), loco London 

gold (n=184) and pyramid scheme (n=229), K-S test with Lilliefors significance correction is 

conducted again. The p values of these tests are 0.094, 0.057 and 0.043 respectively, 

indicating that the distributions of victim’s age for insurance fraud and loco London gold 

fraud are normal (p>0.05). This implies that there is a higher probability for a person to be 

involved in these two types of fraud around the age of late 30s to mid-40s. Still, the 

possibility of other forms of distribution of victim’s age in other types of fraud cannot be 

excluded. 

 

3. Victim’s marital status 

Many of the victims reported that they are married (197 victims, 75.5%). Still, 191 victims 

did not report their marital status. 

MARITAL STATUS FREQUENCY 

SINGLE 44 (16.9%) 

MARRIED 197 (75.5%) 

DIVORCED 11   (4.2%) 

WIDOWED 9   (3.4%) 

TOTAL 261  (100%) 

 Table 9. Marital status of victims   
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4. Nationality of victims 

Most of the victims identify as Chinese born in Hong Kong (175 victims, 38.8%), Mainland or 

Macau Chinese (133 victims, 29.5%), and Chinese born in Mainland with Hong Kong 

citizenship (83 victims, 18.4%). These three categories make up the majority of the sample 

(391 victims, 86.7%). Another significant portion are Eastern and South-eastern Asians. 49 

victims (10.9%) identify themselves as such, in which seven victims (1.6%) possess Hong 

Kong citizenship. Overall, a significant portion of victim possess Hong Kong citizenship (265 

victims, 58.8%). The following table provides further details on victims’ nationality. One 

victim did not report her nationality and citizenship. 

VICTIM'S NATIONALITY AND IMMIGRATION STATUS FREQUENCY 

BORN IN HK, CHINESE 175 (38.8%) 

BORN IN MAINLAND CHINA, WITH HK CITIZENSHIP 83 (18.4%) 

CHINESE, INCLUDING MACAU CHINESE 133 (29.5%) 

BORN IN EASTERN AND SOUTHEASTERN ASIAN COUNTRIES, WITH HK 

CITIZENSHIP 

7   (1.6%) 

EASTERN OR SOUTHEASTERN ASIAN 42   (9.3%) 

EUROPEAN 6   (1.3%) 

OTHER 5   (1.1%) 

TOTAL 451  (100%) 

 Table 10. Victims’ nationality and immigration status 

 

5. Educational attainment 

More than 40% of the victims received senior secondary education (174 victims) and more 

than 30% of them received tertiary education or above (139 victims). These two categories 

are the highest among all. Twenty-one victims did not report their highest educational 

attainment. 
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EDUCATION ATTAINMENT FREQUENCY 

DID NOT RECEIVE EDUCATION 1   (0.2%) 

PRIMARY 46 (10.7%) 

JUNIOR SECONDARY 71 (16.5%) 

SENIOR SECONDARY 174 (40.4%) 

TERTIARY OR ABOVE 139 (32.3%) 

TOTAL 431  (100%) 

 Table 11. Education attainment of victims  

Almost two-third of victims received education in Hong Kong (272 victims, 63.3%) and more 

than one-third of them received education in Mainland China (149 victims, 34.7%). Twenty 

one victims did not report the location where they received their education. 

LOCATION OF EDUCATION RECEIVED FREQUENCY 

HONG KONG 272 (63.3%) 

MAINLAND CHINA, MACAU OR TAIWAN 149 (34.7%) 

OTHER COUNTRIES 9   (2.1%) 

TOTAL 430  (100%) 

 Table 12. Location of education received 

 

6. Occupation by position and role 

The table below is sorted in descending order of frequency. Manual workers (82 victims, 

18.5%), tertiary service workers (81 victims, 18.2%) and retired persons (76 victims, 17.1%) 

top the list, each comprising almost one-fifth of the sample. Following are homemakers (59 

victims, 13.3%) and business managers or owners (53 victims, 11.9%), each forming more 

than one-tenth of the sample. Eight victims did not report their occupation. 
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OCCUPATION BY POSITION AND ROLE  

AGRICULTURAL, MANUFACTURING AND MANUAL SERVICE WORKER AND CRAFTSMAN 82 (18.5%) 

SERVICE WORKER, FINANCIAL AND PROPERTY AGENT, SALESPERSON, SECRETARY AND 

ASSISTANT, AND BACK-OFFICE CIVIL SERVANT 

81 (18.2%) 

RETIRED (65 YEARS OR ABOVE) 76 (17.1%) 

HOMEMAKER 59 (13.3%) 

BUSINESS OWNER, EXECUTIVE, DIRECTOR AND TOP MANAGEMENT 53 (11.9%) 

PROFESSIONALS 32   (7.2%) 

MIDDLE MANAGEMENT, MANAGER AND SUPERVISOR 23   (5.2%) 

UNEMPLOYED (BELOW 65 YEARS) 18   (4.1%) 

FREELANCER AND SELF-EMPLOYED 10   (2.3%) 

STUDENT 4   (0.9%) 

DISCIPLINARY FORCE 3   (0.7%) 

DOMESTIC HELPER 3   (0.7%) 

TOTAL 444 (100%) 

Table 13. Occupation of victims  

 

7. Previous investment experience 

From the police reports, we found that 124 victims reported having previous investment 

experience (79.9% of the valid sample), while only 33 victims reported that they did not 

have any previous experience on investment (21.0% of the valid sample). It is difficult to 

discern any pattern, given that 295 victims did not report whether they had any previous 

investment experience. Among these 124 victims who have previous investment 

experience, 108 (87.1%) of them have only invested in one type of financial product and 16 

(12.9%) of them have had multiple types of investments. 25 of the victims with previous 

investment experience are in the group of insurance fraud, in which all of them claimed 
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previous experience in insurance investment, while 1 claimed previous experience in stock 

investment as well. 20 victims with previous investment experience belong to the group of 

pyramid scheme fraud, in which 17 of them invested in stocks before, 2 of them invested in 

funds and 1 invested in futures. 79 victims with previous investment experience come from 

the group of loco London Gold, in which 60 of them invested in stocks, 15 of them invested 

in gold-related products, 4 of them invested in foreign currency, 4 of them invested in 

bonds, 2 of them invested in real estate and 1 of them invested in fund. 

 

PREVIOUS INVESTMENT EXPERIENCE FREQUENCY 

YES 124 (79.0%) 

NO 33 (21.0%) 

TOTAL 157  (100%) 

Table 14. Previous investment experience of victims  

 

C. Selected details about the fraudulent process 

1. Approach to the victim 

Victims were approached either face-to-face with or through virtual means. Many victims 

were approached by friends (254 victims, 56.2%) or other acquaintance (154 victims, 

34.1%). The following table summarizes how the victim encountered the suspect through 

face-to-face contact. 

FACE-TO-FACE APPROACH 

(MULTIPLE OPTIONS POSSIBLE) 

FREQUENCY 

THROUGH FRIENDS 254 (56.2%) 

THROUGH KNOWN OTHERS (UNSPECIFIED) 154 (34.1%) 

INVESTMENT TALK 34   (7.5%) 

THROUGH RELATIVES 29   (6.4%) 

THROUGH COLLEAGUES 11   (2.4%) 

APPROACHED BY STRANGER 11   (2.4%) 

Table 15. Approach to the victim: Face-to-face approach  
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Victims were also approached by virtual means, though comparatively less frequently the 

case. 68 victims (15.0%) were approached by phone call and 49 victims (10.8%) were 

approached by communication or social media software. 

VIRTUAL APPROACH 

(MULTIPLE OPTIONS POSSIBLE) 

FREQUENCY 

PHONE CALL 68 (15.0%) 

COMMUNICATION OR SOCIAL MEDIA SOFTWARE  49 (10.8%) 

 Table 16. Approach to the victim: Virtual approach 

 

2. Financial loss 

The degree and range of financial loss varied for the 436 victims for which we were able to 

obtain data. The table below shows the central tendency of the loss, with all values 

translated to HKD by the exchange rates in 2013. The mean is more than seven times that of 

the median and less than a quarter of the standard deviation, giving rise to high positive 

skewness of +8.865. This suggests that there are a small number of big values in the sample 

that draw the mean high. In fact, the maximum value amounts up to 51 million HKD. Yet, 

there are 11 persons reporting no net loss or gain financially, with the highest gain of 

around 3.8 million. Five persons did not report any gain or loss. 

NET FINANCIAL LOSS   

MEAN 925,000 HKD 

MEDIAN 128,000 HKD 

STANDARD DEVIATION 4,366,000 HKD 

SKEWNESS1 8.865 

MINIMUM -3,800,000 HKD 

MAXIMUM 51,231,000 HKD 

Table 17. Net financial loss 

 
1 Skewness is a measure of the asymmetry of the probability distribution of a real-valued random 
variable about its mean. A positive skew indicates the mass of the distribution is concentrated on the left of 

the figure and the value shown in the table (i.e. 8.865>1) implies an extreme skewness.   



 
 

22 

 

In view of high positive skewness, the sample is divided into geometric cohorts. The 

following table and graph show their distribution by group. 

COHORT OF NET FINANCIAL LOSS FREQUENCY 

NO LOSS, OR GAINED MONEY2 11   (2.5%) 

1-10,000 HKD 27   (6.0%) 

10,001-40,000 HKD 76 (17.0%) 

40,001-160,000 HKD 132 (29.5%) 

160,001-640,000 HKD 134 (30.0%) 

640,001-2,560,000 HKD 40   (9.0%) 

2,560,001-10,000,000 HKD 19   (4.3%) 

10,000,001 HKD OR ABOVE 8   (1.8%) 

TOTAL 447 (100%) 

Table 18. Cohorts of net financial loss 

 

Almost 60% of the victims are concentrated in two categories - 40,001-160,000 HKD and 

160,001-640,000 HKD. Nonetheless, the p value for the K-S test on the log value (cases with 

no loss or earning money are considered not applicable) of the loss amount shows that log-

normal distribution does not exist when all types of fraud are put together. Different types 

of fraud then need to be separated for further tests. The table below reveals the mean, 

median and standard deviation of the amount of financial loss for different types of fraud. 

  

 
2 People who have gained or not lose any money still wound up in the study because, according to the 
narratives in the testimonies, they have been part of a bigger case and police contacted them to assist 
investigations. 



 
 

23 

LOG VALUE OF LOSS AMOUNT MEAN MEDIAN STD DEV 

ADVANCE FEE 7.51 7.51 0.27 

BOILER ROOM 5.60 5.63 0.79 

INSURANCE 5.01 5.07 0.74 

LOCO LONDON GOLD 5.49 5.51 0.74 

PYRAMID SCHEME 4.86 4.90 0.55 

Table 19. Log value of loss amount  

 

Again, K-S tests are conducted on the samples of insurance, loco London gold and pyramid 
scheme fraud and their p values are 0.20 (lower bound), 0.01 and 0.05 respectively, 
indicating the normal distribution of log value of loss amount in insurance fraud and 
pyramid scheme (p > 0.05). The first implication of this p-value is that the log-normal 
distribution3 of the loss implies high probability for a victim to lose an amount central to the 
distribution, in this case more than 100,000 HKD (in the range from 105.01 = 102,000 to 105.07 
= 117,000) in insurance fraud and around 76,000 HKD (in the range from 104.86 = 72,000 to 
104.90 = 79,000) in pyramid scheme fraud. The second observation is that there is a high 
probability of geometric4 relation for insurance fraud and pyramid scheme fraud. An 
analogy of a geometric relation of victims’ loss would be like 10,000 HKD (cohort 1), 40,000 
(cohort 2) HKD, 160,000 HKD (cohort 3) and so on. 

 

3. Currency used 

More than one-third of the victims conducted the transactions in HKD (297 victims, 67.7%). 

Less than one fifth of the victims used RMB (77 victims, 17.5%). Other currencies include, 

USD, EUR and GBP.  Thirty victims (6.8%) used more than one currency. The following table 

shows different types of currencies used by victims. Thirteen victims did not report the 

currency used, including those who did not lose any money. 

  

 
3 Due to the positive skew of the distribution of the money loss, the research team employed a commonly 
used statistical analysis logic, that is to apply log-values of loss to find out the log-normal distribution which is 
widely used for probabilistic design.   
4 The actual money loss reflected from the log-normal distribution thus entails a geometric relation of the 
cases. 
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CURRENCY USED FREQUENCY 

HKD 297 (67.7%) 

RMB 77 (17.5%) 

USD 31   (7.1%) 

EUR 3   (0.7%) 

GBP 1   (0.2%) 

MORE THAN ONE CURRENCY 30   (6.8%) 

TOTAL 439  (100%) 

 Table 20. Currency used  

  

4. Number of transactions 

Almost two-fifth of victims had only one transaction throughout the fraudulent process (154 

victims, 39.3%) and more than one-fifth of them had two (93 victims, 23.7%). The frequency 

tends to decrease as the number of transactions increases. The table below captures this 

trend. 60 victims did not report the number of transactions, including one who did not lose 

any money. 

NUMBER OF TRANSACTIONS FREQUENCY 

1 154 (39.3%) 

2 93 (23.7%) 

3 54 (13.8%) 

4 27   (6.9%) 

5 OR ABOVE 63 (16.1%) 

TOTAL 392  (100%) 

 Table 21. Number of transactions 
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5. Location of bank and victim 

Among the 368 victims that reported how the transactions were done, 131 reported that no 

bank was involved as transactions were mostly done by cash, 146 involved only local banks, 

65 involved only overseas bank (including Mainland China) and 26 involved both kinds of 

bank. While most victims involved just one kind of bank, 14 victims of loco London gold 

fraud and 8 victims of pyramid scheme fraud reported that both local and overseas banks 

were involved during their transactions, comprising more than half of the 26 similar cases. 

The following table lists out these four categories. There were missing data on this item with 

84 victims not providing sufficient data for this part of the analysis. 

BANK INVOLVED FREQUENCY 

NOT INVOLVING ANY BANK 131 (35.6%) 

INVOLVING LOCAL BANK ONLY 146 (39.7%) 

INVOLVING OVERSEAS BANK ONLY 65 (17.7%) 

INVOLVING BOTH LOCAL AND OVERSEAS BANK 26   (7.1%) 

TOTAL 368 (100%) 

Table 22. Bank involvement  

 

For the 237 victims who used bank service for transaction, 146 (61.6%) victims stayed in 

Hong Kong and transferred money from and to a bank in Hong Kong, and 60 (25.3%) victims 

stayed in Mainland China and transferred money from and to a bank in Mainland China. 24 

(10.1%) victims were at a location different from that of the bank service. The following 

table summarizes these categories. Seven victims did not provide details regarding his or her 

location and that of the bank service. 
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LOCATION OF VICTIM AND BANK SERVICE FREQUENCY 

VICTIM STAYED IN HONG KONG AND USED ONLY HONG KONG BANK 

SERVICE 

146 (63.5%) 

VICTIM STAYED IN MAINLAND AND USED ONLY MAINLAND BANK 

SERVICE 

60 (26.1%) 

VICTIM STAYED IN A LOCATION DIFFERENT FROM THAT OF THE 

BANK SERVICE 

24 (10.4%) 

TOTAL 230 (100%) 

Table 23. Location of victim and bank   

 

 6. Rationales used to defraud 

The table below lists the five most common rationales used by the suspect to defraud. More 

than half of the victims reported that the suspect framed the investments as somehow 

necessary (247 victims, 57.3%). Moreover, more than two-fifths of them reported that the 

fraudulent act was deemed as quick and easy extra earning or saving (173 victims, 40.1%). 

Twenty-one victims did not provide details on this item.  

RATIONALES USED TO DEFRAUD, WHOLE SAMPLE 

(MULTIPLE OPTIONS POSSIBLE) 
 

FRAMED AS FURTHER NECESSARY INVESTMENTS 247 (57.3%) 

QUICK, EASY EXTRA EARNING OR SAVING 173 (40.1%) 

CLAIMED AS INTERNAL PURCHASE OF COMPANY SHARES 60 (13.9%) 

OTHER SMALL INCENTIVES SUCH AS FREE TRIP, DINNER, GIFT, ETC. 52 (12.1%) 

CONTINUOUS PERSUASION OR PERSONAL TRUST AND APPEAL 46 (10.7%) 

LOW, LIMITED RISK OR ANYTIME WITHDRAWAL 45 (10.4%) 

 Table 24. Rationales used to defraud (whole sample)  
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Still, specific rationales are more prominent with some types of fraud. In the tables below, 

insurance fraud (n=30), loco London gold fraud (n=184) and pyramid scheme fraud (n=229) 

are selected to reveal the specific rationales by type of investment fraud. 

For insurance fraud, quick, easy extra earning or saving contributes as the most common 

form of excuse (24 victims, 88,9%). The use of other small incentives is also the common 

way to defraud (9 victims, 33.3%). Three victims did not report any excuse to defraud. 

RATIONALES USED TO DEFRAUD, INSURANCE FRAUD 

(MULTIPLE OPTIONS POSSIBLE) 
 

QUICK, EASY EXTRA EARNING OR SAVING 24 (88.9%) 

FRAMED AS FURTHER NECESSARY INVESTMENTS 10 (37.0%) 

OTHER SMALL INCENTIVES SUCH AS FREE TRIP, DINNER, GIFT, ETC. 9 (33.3%) 

 Table 25. Rationales used to defraud (Insurance fraud)  

 

 For loco London gold fraud, framing the fraudulent act as further investment is the most 

common rationale to defraud (96 victims, 52.7%). Unlike the other two types of fraud, 

claiming low, limited risk or anytime withdrawal (44 victims, 24.2%) and continuous 

persuasion or personal trust and appeal (42 victims, 23.1%) serve as the common. Sixteen 

victims did not provide details on this item.  

RATIONALES USED TO DEFRAUD, LOCO LONDON GOLD 

(MULTIPLE OPTIONS POSSIBLE) 
 

FRAMED AS FURTHER NECESSARY INVESTMENTS 96 (52.7%) 

LOW, LIMITED RISK OR ANYTIME WITHDRAWAL 44 (24.2%) 

CONTINUOUS PERSUASION OR PERSONAL TRUST AND APPEAL 42 (23.1%) 

 Table 26. Rationales used to defraud (Loco London Gold)  
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There were three common rationales associated with pyramid schemes. Almost one-third of 

the victims reported that the fraudulent act was framed as further necessary investments 

(141 victims, 66.2%). Almost half of them reported that it was deemed as quick, easy extra 

earning or saving (99 victims, 46.5%). More than a quarter of them reported claims of 

internal purchase of company shares, a less common rationale in the other two types of 

fraud (59 victims, 27.7%). Sixteen victims did not provide details on this item. 

RATIONALES USED TO DEFRAUD, PYRAMID SCHEME 

(MULTIPLE OPTIONS POSSIBLE) 
 

FRAMED AS FURTHER NECESSARY INVESTMENTS 141 (66.2%) 

QUICK, EASY EXTRA EARNING OR SAVING 99 (46.5%) 

CLAIMED AS INTERNAL PURCHASE OF COMPANY SHARES 59 (27.7%) 

 Table 27. Rationales used to defraud (Pyramid scheme fraud)  

  

D. Observations 

A few observations from the quantitative results should be mentioned. First, previous 

investment experience did not fully prevent people from becoming fraud victims. In fact, a 

significant portion of victims (79.0%) had investment experience. This raises questions about 

how well informed investors are about the products they invest in. 

Second, an observation on victims’ educational attainment also merits mentioning. Many of 

the victims received tertiary (32.3%) or senior secondary (40.4%) education. Compared to 

the figures of the Hong Kong census 2016 in which 32.7% and 27.3% of the Hong Kong 

population received post-secondary and upper secondary education respectively (Census 

and Statistics Department, 2018), there is a higher proportion of population with senior 

secondary as their highest educational attainment in the sample. 

Third, following on the question of occupation, figures show that the three most common 

occupation groups are primary and secondary workers (18.5%), tertiary service workers 

(18.2%) and retired persons (17.1%).  

Fourth, certain age groups are susceptible to certain types of fraud. The positive results of K-

S test for insurance fraud and loco London gold fraud show that the distribution of age 

peaks at the category of 36-45 years. This shows that this age group has a higher probability 

of becoming a fraud victim for these two types of fraud, and the probability decreases when 

a person is less close to the age group. 

Fifth, the amount of money lost by a victim varies, and statistics indicate a geometric 

pattern of distribution for the amount. From the figures gathered, the mean and median of 
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net financial loss are HKD 925,000 and HKD 128,000 respectively, and skewness is very high 

(+8.865). Moreover, the test of normality shows a log-normal distribution of money loss for 

insurance fraud and pyramid scheme fraud, indicating the pattern of geometric increment in 

their variation. Assuming normality, their distributions peak at the cohort of 40,001-160,000 

HKD. In short, these are the categories with the highest probability, whereas financial loss of 

victims decreases or increases geometrically by chance. 

Sixth, while the rationales used to defraud vary, some pattern exists with specific types of 

fraud. It was found that for insurance fraud, many victims were told that some extra 

investment could result in a quick and easy earning or saving (88.9%), but for pyramid 

scheme and Loco London gold, victims were told that some further investments were 

necessary (66.2% and 52.7% respectively). Some other specific patterns were observed with 

different types of fraud. 
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Chapter 4: QUALITATIVE DATA 

In this section, we present the findings from our in-depth interviews with fraud victims. In 

doing so, we focus on three areas - 1) the reasons victims are defrauded, 2) the process of 

being defrauded by the five investment types, and 3) the main reasons victims report to the 

authorities.  

A. Reasons of being defrauded 

Our findings are consistent with existing studies described earlier in this report. The victims’ 

experiences with investment fraud are very similar to those reported in the U.K. and 

Australia.  

 

1. Trust 

In our discussion of the quantitative data above, we noted that a significant number of 

victims reported that a friend and/or acquaintance had introduced them to the investment 

opportunity. It should not be surprising then that trust was one of the primary reasons why 

victims made the investment. For the victims, their friend or acquaintance was someone 

who could be trusted as they had known each other for a long time and had, what they 

believed, was a close relationship.  

 

“In fact, he(she) is my secondary schoolmate. I can tell you more about the agent. To 

my knowledge, he is a clever person. He entered the university in secondary six 

through the Advanced Placement for Secondary Six Students by attaining 6A 2C in 

HKCEE. And he entered the Statistics and Actuarial Science in HKU. However, what I 

heard from my friends was that he didn’t want to spend his whole lifetime working 

for someone and for a job. So he chose to work as an insurance agent, because he 

can enjoy flexible working hours, and he believes he’s eloquent.” (Quoted from 

victim #1) 

 

“The investment consultant is my student… At that time, I needed to purchase 

insurance. It is just a coincidence that I had the need and he engaged in the industry. 

I think I fully understood what kind of person he is…even his younger brother was 

studying in the same secondary school…Of course we had a good relationship! If not, 

I will not trust him…but he liked to ask me questions and we always have discussions 

concerning my subject, as a result we had a lot of contact apart from lesson time…he 

also visited me in the first two years after graduation, he also told me how was he 

doing recently…” (Quoted from victim #3) 

 

“...as we were originally friends. We have known each other for around 20 years. 

When I first met him, he was already working as an insurance agent. Have been one 

for many years, so he was a pretty good agent. He is in a rather senior level, like 
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manager grade. It has been really stable. As we were friends, sometimes he would... 

for example, sometimes I’m not in Hong Kong or he is not available to come by to 

meet with me, he would help me submit the premiums first. Then I would pay him 

back, so I won’t say I won’t trust him with regards to money. That’s what I have been 

unaware of. However, there has not been any incident during those years. Nothing 

happened within 8 to 10 years. Something happened to him afterwards within his 

family, and I knew about the situation. My situation [with him] mostly involved my 

personal money. He has asked to borrow some money from me, which I knew his 

things were not working out. And I was aware that sometimes when his work was 

not going well, he would take his customers’ money.” (Quoted from victim #10) 

 

In some cases, the fraudsters are strangers but possess techniques in building ties and trust 

with victims. The rapport develops over time, with frequent calls, expressions of warm 

concerns, and disclosures of personal life. 

 

“He did pay visits to my family members… Because my father wanted to purchase an 

insurance plan as well, so the insurance manager was ‘nice enough’ to pay us a direct 

visit at home to have a chat… So…so…my previous impression of him was that he 

was a very good insurance manager, with a strong sense of responsibility… He acted 

very responsibly…whether I filed a large or small insurance claim… He taught me 

everything about the procedures of insurance…the small details… And he helped me 

with analysis too…analysing and understanding the insurance policies, or the status 

of my savings and investments.” (Quoted from victim #2) 

 

“Because he did have his own company. When he sold the machine and he was in 

the direct sales business for so many years and he’s willing to spend time on…but of 

course, it’s just a personal assessment, including his appearance, his presentation… 

that decide one’s trustworthiness. And when he recommended the Diamond water 

machine…to be honest, you would evaluate one’s credibility. Is it worth it to lure 

people into something just for making money? I do believe that he didn’t mean to 

use me as a tool. He was just another victim. But he’s a victim because he wanted to 

earn more. Hong Kong people find it normal if one wants to make more money. 

There’s no free lunch. It’s normal for you to refer people into it if you can also make 

money yourself. I believe he was not trying to make use of me. He was like…You can 

invest in it if you are interested. It’s fine if you are not.” (Quoted from victim #5) 

 

“In the meantime, she treated me nicely and was really concerned about me. It was 

nearly Lunar New Year, she visited me, giving me a red pocket of $500 and promised 

again to help me! She looked professional and wealthy and she told me that she has 

been working in this industry for a long time. The young guy was her subordinate 

and he did not have as much experience as her, so I think maybe I can believe her. 
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She was treating me very good too, she accompanied me to the temple for worship 

and she even suggested that I be her god mother! She was trying her best to please 

me so that I will trust her!” (Quoted from victim #9) 

 

2. Lack of knowledge about the investment products 

Victims were either misinformed with fake information about the investment product 

(which often was non-existent) or were misled into thinking that their investment was 

with a low-risk product. 

 

“… It started…well. A couple of years ago… with somebody calling…as the 

representative of an investment firm…somebody with a voice from Asia… and then 

they said:” Hey, we are doing investments, then if you want, I can send you a 

brochure about our company… and I got a number of calls and I am sure other 

people got the calls too. ...Then one time I said yes, and they sent me a brochure 

about their company… They claimed that they were based in Luxembourg and they 

give investment advice…and then…I say yes and one of their advisers called me… and 

said how are you, ok?…and he started to say there was a company deciding to buy 

another company and so there will be a big benefit…they managed to close the 

deal…and so started with the amount of USD5000…” (Quoted from victim #4) 

 

“Sometimes these things are unavoidable. You can’t profit all the time – so I told 

them to keep an eye on the investments, on the market; not to be so ambitious with 

profits and to keep the funds stable if possible.” (Quoted from victim #7) 

 

3. Aiming to earn quick money 

Victims understand the nature of the investment products and ignore the risks that may be 

involved (e.g. victim 6). Victim 8 worked in the finance industry, and in his spare time, 

worked as a salesman selling London Gold, so was “very familiar with the ins and outs’... and 

the mechanics of investment.” Perhaps because of his familiarity with investments, he was 

willing to take the risks, in part because he trusted the system and those working in it.  

 

“So…personally I feel as though…since the cash is sitting there…well, from my 

experience, hope you don’t mind me saying this, but in similar waters, similar fish 

are found. If you have a bunch of friends who gamble over mah-jong, you’ll join 

them. If you gamble over horse-racing, then you’ll invest there instead. That’s how 

life is… I thought the investment field was always like that – prim and proper, doing 

it the right way. I put my trust in external salesmen and managers, so there’s where 

the issue started. Their intentions were to scam you from the beginning, so they’d 

use whatever dirty methods available.” (Quoted from Victim 8) 
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“At the time I joined one of those chat groups…I wanted to share my experience and 

discuss with like-minded people about the state of the market…so I got to know 

another friend… She knew that I was losing money over London Gold, and she was 

really concerned; how I was losing money after opening an account at that firm. She 

wanted me to jump ship and join their firm. I think her motivations were…I’m 

guessing that she was hired by her firm to lure customers away from the 

competition. They’ll dress extravagantly and excessively in order to lure away 

customers…it’s really extreme.” (Quoted from victim #8) 

4. Extra money at hand 

Victims generally did not aim nor expect to earn big money from the investment but made 

the decision to invest what they saw as “extra money” into an opportunity that would have 

a better return than the bank where interest is low to non-existent, and alternatively, 

investing in real estate was beyond their capacity.  

 

“Most importantly, I do not have an urgent need to use the money. I also well 

understood that basic principle for investment is to use spare money. Some 

investment may also be long term and so I was not in need of this lump sum. Then I 

cashed out from my fund investment, and put the money into precious metal 

trading…hm…the price for gold was very high and was around HKD18000 per 

tael.”(Quoted from victim #3) 

 

“It’s all my own decision. It’s my decision to use a credit card to pay for it. There’s 

nothing about forcing. It’s just the atmosphere that made you feel like it’s a loss not 

to invest. A lot of HK people feel the same way. I was looking for some sort of 

investment so I fell for it. When you have spare money, you always want to use you 

money to make more. The bank interest rate is far too low, right? If you can’t afford 

any investment in real estate, you can only do something like this to earn more bit 

by bit.” (Quoted from victim #5) 

5. Recoup capital on initial loss 

Many Loco London Gold investment victims invested multiple times because they were told 

that their initial investment was a loss or “locked” that they needed to invest further in 

order to realize their original investment, and with the promise of an even larger return.  

 

“No matter anticipating or dropping, whenever there is move in the price, he [said] 

he could make some money…he said that he had confidence to cover my loss for the 

initial HKD300,000 in around six months…Yes…I got return of around HKD10,000 per 

month and so I thought his tactic was right. Then he persuaded me to increase my 

investment capital. At this time, I was eager to earn back my initial investment 
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(HKD300,000), I felt that my initial amount was very dangerous…” (Quoted from 

victim #3) 

 

From the above examples, it becomes clear that trust is crucial to all of the victims’ 

investment, but this was often coupled with insufficient knowledge, a desire to earn money 

(beyond what a bank could offer or via a “quick return”) were important in the decision 

making process. In most instances, victims reported having invested more than once with 

the same person, believing that their “friend” or acquaintance had their best interest at 

hand.  

B. Characteristics of different types of investment fraud 

The following discussion provides an overview of the different types of investment fraud 

from the victim’s perspective. There are a number of common traits across the five types. 

One commonality is the time involved in cultivating the fraud. Victims’ experiences suggest 

that the fraud occurred over a period of time. Although fraudsters’ emphasized the 

“urgency” of investing, the overall process required time to convince the victim of the 

potential opportunities. The length of time fraudsters invest in the process provides them 

with the opportunity to cultivate trust and reassurance in the victim that the investment is a 

sound one. In essence, time invested appears to be related to increasing the victim’s sense 

of trust.  At the same time, each type, as we describe below, has a number of distinctive 

features.  

1. Boiler Room Fraud 

The key features of boiler room frauds included a rather sophisticated planning with the 

creation of fake websites, fake investors’ reviews, forged official documents and the 

involvement of, what appears to be transnational organized crime groups. The 

sophistication and layers in the movement of money across borders make it difficult to 

identify and locate suspects as Victim 4 recounts: 

 

“...I  am looking for other options…and so I know it is too big but the website, the 

brochure and the look…We lived in Belgium before which is close to Luxembourg 

and so now I know it is boiler room…They claim to have office in Luxembourg… Hong 

Kong… Japan…and so they usually choose a place that makes sense. The brochure is 

more about, “hey we have been in the business for a long time, and look at the good 

works we do… Well…I looked up their website…and search online…and so what they 

did …They also created another page that put their company as one of the top 

investment…best investment firm in Europe…There is another website, if you look 

for their name, you will go to another website that said…in a different way to 

say…good investment firm…” (Quoted from victim #4) 
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“So…hm… Some of them are from the UK; some of them are from Canada. So it 

is…we believe the leaders are from UK or from Canada…I could not believe it was 

fake…and I know one of the victims… the victim told me it is a fraud, and I could not 

believe it…and still wired money to them (the suspects)... so it took time (for me) to 

believe it’s a fraud”. (Quoted from victim #4) 

 

“I talked to law enforcement, investigation firm, I am talking to…Oh! I am contacting 

with engineering also…I am in contact with engineering in London…and so all of 

them said victims don’t get the money back…hm…they typically what they do…first, 

they transfer money from bank to bank to bank to bank…OK? and then some of 

these banks are in regulative country, some of these banks are in country where 

Inter-police are never connection…hm…and then they spend the money…and so 

some of the things…some houses…and even the houses don’t belong to…it belongs 

to the company…” (Quoted from victim #4) 

2. Insurance Fraud  

Insurance fraud was distinguished by the high levels of trust victims’ had with the 

fraudsters. This is due, in large part, to the fact that the agent was often a close friend. In 

some instances, the fraudster may have been an acquaintance, but over time, had 

cultivated rapport to become a trusted friend. In this context, victims typically paid cash to 

agent or transferred money to the agent’s personal bank account to pay insurance/funds 

fee, did not always ask for receipts, and did not routinely check account balances.  

 

“So I trusted my friend, and by extension the criminal, and let him handle my 

insurance purchases… and when I looked at his business card…like, on one hand it 

was because I fully trusted my good friend, and on the other, it stated on his 

business card that he was a member of the Million Dollar Round Table association... 

The Million Dollar Round Table (MDRT) association…as far as I know, is an elite club 

for insurance managers who had once earned a yearly salary of over a million 

dollars… And…being a member of the MDRT also meant that he worked in the 

insurance field for more than ten years.” (Quoted from victim #2) 

 

“We were real friends, so he may help me buy something, he trusts me, and he 

helped me buy, he may not always ask me to repay him. Therefore, some of my 

friends when reporting to the police, we don’t know what we can say…” (Quoted 

from victim #10) 

 

“Occasionally, when he had some money, he would repay three to five thousand to 

me. But in actual calculation, he never repaid all the money back to me. However, 

regarding the insurance, things were pretty much the same, he would help me pay 
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the insurance premiums first. Even in a later stage, he would still pay for me and I 

checked that my insurance account and policies were operating properly; but he may 

not always ask me to pay him back. I thought that he may think he is still owing me 

money.” (Quoted from victim #10) 

 

“He got some erasable pens... For example, I am the agent and you are the 

customer. I told you the insurance policy and you feel like you will buy from me and 

pay me the insurance premiums. The customer would not trust you if you tell them 

to pay in cash, so pay by cheque. Then the customer would ask what should be 

written on the pay to. He would pretend to be polite and give the customer a pen, 

and it would be an erasable pen. Then tell the customer to write AIA. But actually, he 

has started a company, whatever is called, the initial must be AIA. This is not right, as 

originally the company is not like that and there were no such abbreviations. He is 

really smart. Moreover, I heard that even the company’s billing machine… The 

receipts from the company are not handwritten, right? They should be printed, and 

he stole that machine and took it home. Therefore, he could also print out receipt to 

the customers.” (Quoted from victim #10) 

3. Pyramid Scheme Fraud  

This type of investment fraud was distinguished by the process of drawing potential victims 

into the “network.” This occurs through a referral bonus, complicated membership system 

which not many victims could understand, and recognition of “star” salespersons as “role 

models.” In many instances, victims become offenders unintentionally as do not recognize 

the fraudulent nature of the scheme. 

 

“This one is basically introduced by the same guy. Since I didn’t lose any money in 

XXX, I was quite open to his suggestion for this time. So I went to the talk and then…I 

invested like HKD 80,000 or HKD 100,000 in it for the first time. Then, they told you 

what you could gain by referring people. They used the same method— ‘double 

bonus對碰’ . You open an account, bought a package…let’s say HKD$2,000…This 

one had higher ‘Diamond Points’. They counted it by ‘diamond point’ (‘鑽數’). Then, 

you set up two more accounts…your own ‘followers’. They worked like this… 

[drawing on paper]. Their system was like left and right. If they bought the same 

package, they would give you a ‘return’. This was what you gained. Let’s say if you 

use the second account, which is also yours, to refer Friend A into the investment 

and he bought three. And then I find another person and put it in the other package. 

Maybe he just buys one. So if I have one here, I would have one. If I have three, I get 

three. If it’s worth USD 2,000…or maybe not USD 2,000…anyway, it should be around 

HKD 15,000 per package. So there are three packages here…so three times USD 

1,500.” (Quoted from victim #5) 
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“I think that person referred several friends too. I was just casually mentioning it…to 

my mum…and she had spare money. I just told her there’s such an investment item 

and I promised to give her back the money if she lost it. I just wanted to earn some 

money for my mum and so I asked her to make the investment. I asked my sister in 

law to buy it too. They did it because they trusted me. They didn’t even know what it 

was...its pure trust. My husband’s sister was more or less the same. She gave me 

HKD 80,000 or so…I was really guilty about this. Anyway, my sister in law’s sister also 

asked someone into it. Just among our friends and family, three to four million 

dollars had been invested. Also, my husband had invited some of his friends…there 

were more than ten people…” (Quoted from victim #5) 

 

“I think they didn’t want to scam us at first…I mean the boss. It would not do him any 

good if he scams us. They had just mistrusted those people who taught them the 

way to…lure the investors. I told you that I was quite passive when I report the case. 

I still believe the couple was also the victims.” (Quoted from victim #5) 

 

------------------- 

Interviewer: “May I know the type of fraud your case belong to?”  

 

Victim: “Actually it is an investment… So some of them (other victims) decided to sue 

the company and I said no… They (bosses of the company) are also investors like us, 

how can you sue them? 

 

... when I invest I paid cash…then I will recruit new members and they will also pay 

for their investment in cash…because I have already joined the investment pool so I 

can have some share of the cash pool…Not only me…if anyone in my stream find 

new members, I can still enjoy the share…my superior may tell me, ‘Hey, there is 

distribution of income today, how much you get?’…then I may get a hundred 

thousands… and he will exchange all in cash for me…The company will charge you 

handling fee for such exchange…if you go to exchange with people, some may 

exchange with you for free and some may not…” (Quoted from victim #6) 
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4. Loco London Gold Fraud  

Unlike insurance fraud and pyramid scams, Loco London Gold frauds typically involve 

strangers who present themselves as professionals (e.g. use of jargons, executive outfits, 

etc.). With a professional detached appearance, many victims were led to believe they were 

buying real gold. Victims, sometimes, unknowingly, signed authorization agreement for 

agent to make transactions without consulting the victims. Fraudsters often referred to the 

urgency of the investment with money being locked, the need more investment to unlock 

invested money, and an unreasonably frequent transactions for commission.  

 

“I also asked them (the offenders) if we were investing in London Gold. They said it’s 

not and insisted we were buying/selling physical gold! Honestly speaking, I do not 

know what exactly is physical gold investment, but I did hear from other people that 

physical gold trading involves real gold merchandise, not on paper. Therefore, when 

they told me the investment is physical gold, I thought it is reliable!” (Quoted from 

victim #9) 

C. Reasons of reporting the fraud to the police 

As observed in other countries, it is difficult to estimate how many victims do not report the 

fraud to the authorities given issues around shame, embarrassment, sense of hopelessness, 

etc. As such, when victims do come forward to report, it is usually after a lengthy process of 

consideration and building the courage to go to the authorities. The victims in this study 

report similar reasons for going to the police as those in other countries. The two main 

reasons are to try and recoup some of their money and to seek justice. For some victims, 

their efforts to seek justice result in seeking help beyond the police by contacting the media 

and legislative council members. In seeking the help of others, their motivation is not only 

to push for justice but to increase public awareness of fraud and its impact on individuals. It 

should also be noted that, in some instances, where victims are unknowing (of their 

victimization) or have been reluctant to go to the authorities, may be Invited by the police 

as the former have been identified as part of a larger network of individuals who have been 

defrauded. 

 

“So…eh…the HKD 50,000 loss wasn’t too painful. But then, I really didn’t like that the 

insurance manager scammed me… And I didn’t like that he told me such an 

extravagant story to cover up his lies… And I was thinking of the insurance plans that 

I had purchased – those which are extended for a lifetime period…I wasn’t sure if he 

had scammed me of other things since he lied about the XXX investments.” (Quoted 

from victim #2) 

 

“I am afraid it would not become a court case, then I went to get help from the 

media…The main purpose that I called the media because I hoped it can act as a 
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signal to the public. That could help to prevent it from happening again. Moreover, I 

hope it could bring a heavy blow to the reputation of this guy and his company. I also 

asked for help from a council member…I have checked who had the experience to 

handle similar complaints, Mr. XXX had the qualification and so I asked him for help… 

holding press conference…he also contacted another victim who had a smaller 

amount involved…taking photos in front of the Legislative Council with face mask… 

Then I found an old boy who is a reporter to spill it and record video to post online!” 

(Quoted from victim #3) 

 

There were other occasions in which the victim had unintentionally led their family 

members and friends into the fraudulent investment, and after the discovery of loss to the 

whole group, the victim felt it imperative to try and do something.  

 

“So I reported the whole thing to the police and I felt really guilty because I misled 

them into this and they lost their money.” (Quoted from victim #5) 

D. Seeking help other than from the police 

In some instances, victims sought help from other sources, particularly self-help groups 

(often via chat rooms). In doing so, the intent is to network with others to build a case for 

the authorities, but also to extend the possibilities/resources/capital for locating the 

fraudsters and recouping some of their losses. 

 

“It is a chatroom for investors, and so it starts to say a boiler room area…hm…so that 

is one…where…I found some of the victims in HK…one of the guys in HK could access 

the server, so we could identify the victims among us…and so we have more groups 

of victims…global, not only in HK…so we took to HK police, so far we see the local 

police, I was arguing this is a commercial crime that they should collect all the cases 

into one. And to have somebody merging into a case for commercial crime, and so it 

is 500 cases. So we have multiple investigations in HK…the case of other victims in 

Hong Kong…all of them have been closed…” (Quoted from victim #4) 

 

“So I think I am the only one that they did not close mine…we took to NCA... in the 

UK, National Crime Agency…who was a lady in charge of Thailand…and we have a 

couple of victims, probably thousands…so…brought the case to her, and she said 

that there is nothing she can do…we are in contact with the FBI, we are in contact 

with Singapore, in HK…we are in contact about anybody we can…somebody are in 

contact with police in the UK, but nothing is happening…” (Quoted from victim #4) 

 

“We are also in contact…I worked with the investigation firm in HK… Australia…they 

say they can get money back from the boiler room, but they want prepayment and 

so we said no…”(Quoted from victim #4) 
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“… So I started to meet the small group in HK face to face, we start to create a 

globally mail list… a list of people, that among us are the contact details, and so we 

share each experience…that will be interested…” (Quoted from victim #4) 

 

E. Consequences of the fraud 

The impact of investment fraud on the victims in this study were similar to those reported in 

other countries, including financial loss (in varying amounts), psychological issues (e.g. 

depression, suicidal attempts, shame, etc.) and associated physical health problems, lack of 

trust in others, lower level of risk-bearing in future investment, conflict and deterioration of 

family relationships, and loss of friendships. 

 

“Basically I trust no one regarding investments nowadays… I wouldn’t trust anyone 

on the whole really, not even new-friends.” (Quoted from victim #2)  

 

“For a time I had depression…and I had no clear plan for my retirement… My 

relationship with my wife…because… she believes that some of it will come back…so 

she doesn’t see the need to change our life…or expenses …so whatever…cause she 

believes somehow something…a great work or something will happen that kind of 

help her…so the relationship with my wife is difficult…and also because she is also 

upset about the decision I made, I talked to very few friends about what happened 

to me…” (Quoted from victim #4) 

 

“I fell into the scam but I did not intend to scam their [friends and relatives] money. 

They did it out of trust. That’s how I handled it. And those who my sister in law 

referred…I still keep in touch with some of them because I know them. For those 

who I was not familiar with, I didn’t contact them anymore because…they invested in 

the company because my sister in law’s sister introduced it to them. To a certain 

extent, I feel like I lost all of my credibility. I have such guilt…” (Quoted from victim 

#5) 

 

“Financially, we lost this sum of money…I think…There’s no huge impact. There are 

always ways for investment. It’s easy to lose money here and there. My husband has 

his own business and he’s a risk-taker. It’s likely that we would have put this sum of 

money on something else. I think there’s no big impact. It just allows me to 

see…don’t drag people into it because of your greed. When I look back, I wouldn’t 

have fallen for it if I was not greedy.” (Quoted from victim #5) 

 

“I kept consulting the psychiatrist for my panic disorder before the scam. One time 

when I was having my follow-up consultation, I started crying for no reason! When 

the doctor saw that, he contacted the social workers in the hospital...This is because 
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I am suffering from very unstable emotions. Every day I hide in office toilet and cry, I 

also cry after work because I am alone at home. I hardly cried whenever I was having 

no people around [before].” (Quoted from victim #9) 

 

For victims, reporting the fraud was a difficult decision, in part, because it is an admission to 

the self and to one’s family, of having been duped. Although they report the incident, they 

are uncertain as to whether the police can take any action given the complexities of some 

fraud incidents, especially those involving transnational transactions as in the case of Loco 

London Gold. Insurance scams, as they often involved individual agents, victims felt 

especially violated as the agent was more often than not, a trusted friend or an 

acquaintance who had cultivated a trusted bond. Whether a friend or a “professional,” the 

victims in this study felt strongly enough to report to the authorities or were willing to give a 

statement (for those involved in larger numbers of victims) so that they might find some 

justice in the process, and as a way to address the psychological and social harms of fraud 

victimization.  
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Chapter 5: CHALLENGES OF THE RESEARCH AND RECOMMENDATIONS 

As mentioned in Chapter 2, the research aim of the project was to examine the profile and 

experiences of those persons reporting investment fraud to the police and to provide 

relevant findings for strengthening existing prevention programs.  Given these objectives, 

we worked closely with the HKPF throughout the project, and relied extensively on the 

Commercial Crime Bureau. Given the complexity of fraud cases (as we have shown 

throughout this report), it is important for us to highlight some of the challenges faced 

during the research (e.g., coordination and data collection) as this may be instructive for 

future research and planning.   

A. Challenges 

1. Accessing reported investment fraud case files 

Victims of investment fraud reported their cases to either to their local police station, police 

headquarters or CCB.  As such, it was unclear where a case would be managed, and for the 

study, CCB had to coordinate case files from different districts and from within their own 

unit.  Related, some victim’s statements were not provided due to confidentiality and 

privacy protection (e.g. providing testimony in court). The research team were also not able 

to retrieve many archived cases (26 cases out of 60 cases i.e. 43%) as the files no longer 

existed.  

At a late stage of the research (while the research team was working on data cleaning and 

preliminary data analysis), one additional case was provided and involved 105 victims. Due 

to tight timeframe of the last stage of the research, the research team were only able to 

input the basic demographics of the victims in the database but not the details of the fraud. 

The research team thus decided the data generated from this case would not be included in 

the data analysis to avoid distortions of the quantitative data results.  

 

2. Accessing full case information 

One of the difficulties encountered in our attempts to obtain a full portrait of victims’ 

demographic and offense characteristics was related to data privacy laws. This meant that 

the police had to cover/delete all personal identifiers in the case files for data entry.  This 

necessarily made the data collection process for HKPF and for the research team laborious 

and sometimes resulted in having to check back to the original files or resulting in missing 

data. 
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3. Recruiting interviewees 

As stated in Chapter Two, we recruited respondents through a process established with the 

HKPF. This process involved the police contacting victims in the first instance due to privacy 

laws.  In working with the police, we learnt that some victims refused to be interviewed. 

This was due to a range of reasons, including lack of time or interest, or lack of faith in the 

system.  

 

B. Limitations of the research 

This is an exploratory research on victim experiences with investment fraud in Hong Kong. 

Although we had targeted the inclusion of victims who did not report to the police, this 

proved to be difficult.  As documented in other studies (noted in the introduction), this may 

be due to a variety of reasons, including victims’ lack of awareness of victimization, 

unwillingness to admit to others (or self) that s/he has been a victim due to shame,  or lack 

of faith that anything can be done. We note that this is a shortcoming of the study. We 

suggest future research should consider conducting a victimization survey to capture a fuller 

picture of investment fraud in Hong Kong (e.g., this may provide details on the reasons for 

not reporting to the police). 

 

Besides, a focus on the subsequent court cases would be useful for the analysis on the 

relations between the fraudulent process, the legal procedure and the judgement, for 

example, what kind of documents or exhibit could best prove the case as a fraudulent one. 

Last but not least, continuous monitoring will be necessary for discovering new trends in 

fraudulent behaviour, especially in the age of online social media.  

 

C. Recommendations 

1. Education initiatives  

“I did (know there is anti-fraud education out there), there were TV educational ads 

to raise awareness about authorization letters. This is the key – once you sign that 

contract, they can do whatever they want.” (Quoted from victim #7) 

As we’ve seen, our respondents are aware of the anti-fraud education and advertisement 

available to them e.g. HKP have been engaging a variety of stakeholders in launching 

investment fraud prevention initiatives especially on social media. However, fraudsters 

commonly adopt the tactic of developing rapport and trust with the victims - a social 

influence tactic that connects to the victims’ emotions and leads to compromised financial 

decision making (Kieffer and Mottola, 2017). It is recommended that specific education 

campaigns should emphasize the importance of a decision-making time period – for 

example 24-48 hours - for customers to make investment decisions after being approached 

with an investment product. This could be modelled on the cooling-off period for long term 
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insurance policies and will thus allow these compromised emotions of potential victims to 

subside, give time for discussion with other people, such as family and friends, and check 

and research the nature of the investment product as well as the background of the 

salesperson, despite some respondents have been friends with the fraudsters or known 

them for quite some time. This will help to reduce the likelihood of potential victims falling 

into the initial investment fraud. 

Specifically on investment fraud, public/investors should be provided with more education 

on consumer protection measures5 available so that they could be able to realize whenever 

there are malpractices in handling their insurance investment.  As one of our interviewees 

calls: 

“I think the government can educate the public in proper procedures that insurance 

agents should work with money, such as they shouldn’t bring documents or cash 

back home, not even cheques. Tell them that everything should be brought back to 

the office or directly done in the office. But I don’t know how this can be 

implemented.” (Quoted from victim #10) 

Besides, as reported in Chapter 2, different groups of victims with certain demographics are 

more susceptible to certain types of fraud, the research team propose that specific 

education campaigns are needed accordingly. For instance, according to the quantitative 

data, people aged 36-45 years have a higher probability of becoming a fraud victim for 

insurance fraud and Loco London gold fraud. When designing education campaigns, more 

considerations should be given on the type of life stage, lifestyle, media and social media 

this group people are engaged in. Or if the education campaigns are outsourced to 

professional production house, relevant statistics should be provided to them.  

 

• Handbook/glossary of jargons related to investment products 

In Chapter 3, we noted that the majority of the victims (79.9% of the valid sample) reported 

that they had previous investment experience. However, with the exception of insurance 

fraud victims, most victims of other types of investment fraud reported having no 

investment experience for the type for which they were defrauded. The research team are 

aware that many banks, investment companies, government bodies (e.g. Hong Kong 

Monetary Authority6) and statutory bodies (e.g. Securities and Futures Commission)  

provide financial education and information about investment products. 

 
5 According to Insurance Authority, the existing consumer protection measures fall into two main categories: 
insurance market arrangements, and regulations and industry practices associated with the sale of insurance 
policies. 
6 HKMA’s Smart Tips on Making an Investment Decision (https://www.hkma.gov.hk/chi/smart-

consumers/investment-services/). 

 

https://www.hkma.gov.hk/chi/smart-consumers/investment-services/
https://www.hkma.gov.hk/chi/smart-consumers/investment-services/
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However, one common theme in the financial education provided by different organizations 

is the often formal and legal terms used, which potential investors may not be able to 

understand the jargons and terms for which fraudsters may use as part of their deception 

strategies. In light of victims’ lack of experience and/or knowledge, the research team 

suggest stepped-up financial education should be provided to the public on preventing 

frauds with a specific focus on both improving their financial knowledge and influencing 

their attitudes towards prudent investment decision. One strategy could be developing a 

handbook or glossary which allows investors to crosscheck the laymen terms and the 

respective official and legal terms. In this way, it is hoped that people would be more 

motivated to conduct research before committing to an investment.  

2. On Preventing Fraud 

• Regulations of Loco London Gold trading (e.g. licensing) 

While it is useful to provide public education in laymen’s terms on common investment 

products, especially on the jargon used, it would also be worthwhile to look into how to 

strengthen the system itself such as regulations on Loco London Gold investments (as 

commonly indicated by some interviewees). With existing gold trading activities in Hong 

Kong, proper registration and licensure are recommended to prevent potential victims from 

falling foul of this type of fraud with regards to unregistered investment product that can be 

done simply over-the-counter. 

 

“I suggested…which I think this has been suggested by many people…there should be 
regulations to govern the investment in London Gold in HK…It is a controversial issue 
and so far The Hong Kong Monetary Authority does not bother to manage it…I think it 
is problematic if London Gold investment is applying in HK without regulations! That 
means you accept it as an existing investment tool, but you do not control it…I think 
this needs to be consider…” (Quoted from victim #3) 

 
“We need change in terms of the law. The firms aren’t being governed by law – yet 

they still exist. The problem lies there… The government needs to regulate these 

firms – or shut them down.  You can’t let these companies exist when they’re 

harming society.” (Quoted from victim #7) 

 

• Regulations/enhancing accountability of investment companies on compliance 

Some interviewed victims believe compliance of investment companies should be the line of 

first defence for their interests and could be managed by the company itself, thereby 

minimising fraudsters’ opportunities to defraud potential victims. Some victims believed 

there to be loopholes in the practices when fraudsters handle their investment, such as the 

issuance of receipts, signature verification and report mechanism in response to fraudulent 

activities. 
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“In fact, many of these issues have to be managed by their own company. For sure, 
you may say we were lazy to check what we’ve bought. But I invested such a small 
amount of money, I wouldn’t check so frequent for sure, because the reason for 
buying foundation is due to laziness. Similar to insurance, you won’t monitor those 
unless you need them.” (Quoted from victim #1) 

 
“You need to establish these rules and regulations so that the risk can be minimized. 

As for profits and losses… If you really need to regulate that on a stricter level, then 

perhaps you can implement a signature system for ordering lots. Or…since 

technology is so advanced, perhaps you can use the internet to…I mean, we have 

fingerprint verification nowadays. At that point, the investment firm will also just be 

a tool – a particular company’s employee pressing a button to process the 

transaction. But without my verification, nothing can proceed. It’s not like they’ll cut 

your hand off.” (Quoted from victim #8) 

The research team suggest comprehensive regulations on compliance should be established, 

which compliance management should include measures on prevention, detection and 

response on potential investment risk and responding to fraudulent activities. This would 

enhance the accountability on investment management of these companies and prevent 

employees from jeopardising companies’ reputation and customers’ interests. 

 

3. On Reporting Fraud 

• Centralized archive of cases 

Given the global and local increase of reports on fraud and deception, it is critical to have a 

monitoring system to document reported cases for both investigative and program planning 

purposes. This is particularly important given the apparent transnational character of fraud 

today. The research team suggests that all case files, no matter they are closed files or 

archived, case details should be entered into a centralized automated registry system. For 

better statistical analysis, the use of a standardized set of questions would be helpful. 

Similar to the structure of this section of the project, the questions should include at least 

three parts, including a general profile of fraud cases, demographic profile of victims and 

details about fraudulent processes/practises. The following list suggests the necessary 

criteria for data collection: 

 

A)    General profile of fraud cases 

1.    Type of fraud 

2.    Year of report 

B)    Demographic profile of victims 

1.    Gender 

2.    Age 

3.    Marital status 
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4.    Nationality 

5.    Immigration status 

6.    Educational attainment 

7.    Occupation by position and role 

C)   Details about the fraudulent process 

1.    Approach to the victim 

2.    Financial loss 

3.    Currency used 

4.    Number of transactions 

5.    Location of bank service(s) 

6.    Location of victim 

7.    Excuses to defraud 

8.    List of exhibits 

As part of maintaining a centralized registry, consistency checks are essential to ensure 

accurate categorizing, and as new fraud trends emerge, the data registry should adjust to 

these new trends.  

 

• Providing online/education flyers with clear instructions on reporting procedures including 

the appropriate location (i.e. which types of frauds should be reported in district police 

station and which should be reported in CCB. 

The victims’ experiences in this study are similar to those reported in other countries. They 

have mixed feelings about going to the authorities as they cope with disbelief and shame. In 

addition, victims, who report being distraught, find it difficult to figure out the process of 

reporting. Many reported feeling “lost” in trying to figure out where to report (e.g., district 

police station, CCB, etc.) and what they might encounter in the process (e.g., knowing what 

documents etc to bring).  

 

“And victims of investment fraud might not know how to approach the issue, and 

there was absolutely no-one to follow up on the victims’ cases, to provide them with 

support… someone to at least, tell me what to do afterwards.” (Quoted from victim 

#2) 

Although public education campaigns include general prevention and reporting tips, some 

victims in this study suggested that it would be highly beneficial to provide public flyers, 

advise cards, social media postings with a step by step guide on how to report (e.g., 

contacting your local police station).  

As shown in studies elsewhere and in this one, victims usually go through a lengthy process 

of consideration and build up courage to go to the authorities. 
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“They claimed they would forward the case over there [the commercial crime 

bureau] – but they said it wouldn’t be helpful. They had cases like this before, but it 

was useless… they told me to report it to Monetary Authority instead.” (Quoted from 

victim #7) 

From our discussions with victims and the police, evidence is crucial for an investigation. 

Education flyers should include information on necessary documents etc when reporting so 

as to prepare victims for the process.  One should note that the Hong Kong Police Force has 

set up the Anti-Deception Coordination Centre (ADCC) and operates an all-day enquiry 

hotline, “Anti-Scam Helpline 18222” since 2017. This hotline provides immediate 

consultation services for the public. The general public may also browse ADCC website 

for the latest modus operandi of deception and scam alerts.  

 

4. On Victim Assistance 

As mentioned in Chapter 4, the impact of investment frauds on victims are consistent as 

documented in many countries, including financial loss, emotional distress with their 

feelings of guilt and shame at having been conned and stress from family and friends. Apart 

from clarifying reporting procedures, these studies also identify the need to provide 

appropriate victim support. This would include: 

• Acknowledgement of their victimisation (victim’s role in the fraud offence, definitive 

classification of fraud offences) 

Cross, Smith and Richards’s (2016) study on fraud victims in Australia found that victims 

need the acknowledgement of their role as victims when a crime is committed against them. 

Our research, like Cross and colleagues’ work, suggests, that such acknowledgement would 

require appropriate agencies to avoid blaming the victim.   

“The Monetary Authority said it was just the nature of the investments…I don’t 

remember what they said. They just didn’t find anything suspicious about it – [they 

said] you were just careless to trust someone with London Gold investments.” 

(Quoted from victim #7) 

“I think they should be more considerate as victims are helpless. They always said 

what we suffered is the result of being greedy. I know it is my fault, but when they 

said we are ‘greedy’, I feel upset about this. What is the meaning of “greedy” here? If 

I do not contribute anything but hoping to have returns, this is greedy! If I have it, 

and I ask you for more, this is greedy too! But I did pay!” (Quoted from victim #9) 

• Categorization of fraud offenses 

Apart from acknowledgement of their victimization, definitive categorization of fraud 

offences in reporting procedures would also be helpful for the victim to identify the crime 

that has been committed against them. This would facilitate their motivation to seek justice 
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as a victim of a specific fraud and acknowledge the harm and trauma experienced under 

such offence classification. 

“I think there should be regulation through legislation. They should make law to 

identify these practices are illegal.” (Quoted from victim #9) 

 

• Access to trained staff 

As previously mentioned, improving the channels of reporting, such as clear instructions on 

where to report the case and what information should victims bring along with them for 

smoother reporting process, would reduce the perceived obstacles for victims to report 

fraud. Updates/follow-up from the police played an important role in victims’ experiences.  

While some victims reported being routinely updated on the progress of their case, others 

recounted difficulties in obtaining updates. This may be related to the nature and 

complexity of the case (e.g., multiple victims, tracing funds, case being transferred to 

another unit or investigator, etc). As has been found in Australia, trained staff can guide and 

provide informed assistance to victims throughout the reporting and follow-up process. In 

Hong Kong, the “Victim Charter” and professional training has also governed the services 

offered by HKP to the victims. The research team suggests further training on the specific 

needs associated with fraud victimization would be useful as their victimization experiences 

are distinct and have a significant impact on their personal, family and professional life.   

 

5. Support services 

From respondents, we have learned the consequences of being defrauded impacted the 

victims through financial loss, psychological issues and deterioration of family relationships 

and friendships. Much can be done to provide support services to victims in relation to the 

adverse effects that they have experienced, which can be substantial for fraud victims.  

“...they asked me to apply for legal aid. However, the allowance amount is calculated 

using family base. So even I lost all my money, the assets that my husband has also 

makes me unable to apply for it! The amount is not that big!” (Quoted from victim 

#9) 

 

Options of support services, how to access and costs should be made available to victims 

when they approach various agencies for help. Financial and legal aid would be helpful for 

reducing the barriers of reporting and seeking help of fraud victims. The research team also 

suggest providing professional support, as well as victim support groups among those 

defrauded in the same case or the same type of fraud, on relationship difficulties and 

psychological issues would assist in alleviating the factors that precipitate such victimisation.
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