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Preface
Darkness is something when things are invisible, while many
things could be present, they are obscured from our visions.
From risk point of view, darkness presents the unknowns,
which would make things to be riskier than otherwise. The
finance world are full of obscurities, which makes it to be
at times shady, and at times dark. Sometimes, even finance
world is seen within the eyes of fantasies and dreams; dreams
of wealth, money and power. It resides within the innermost
psyche of human beings - greed and ambitions.
Evil is generally symbolized by darkness; it operates within
dark environment. Because under the cover of darkness, evil
could make its path to achieve its intended target. Darkness
makes evil to be unseen, and to be unknown to the others.
That’s why darkness is closer to evil. And hence to operate
within the dark world of finance - are generally meant to be
evil. To do something that is up to no good. The source of
this evil is greed and ambitions. The issues of people operating financial schemes within the shady or darkness had been
plaguing us since the advent of modern day finance. The list
of financial crisis, bust, scams, cheating schemes, and so on
are enormous and almost endless. All of them operates within
this so called the dark world of finance.
Despite being among the smartest, honest, educated - people
would fall again and again into this so called dark world of
finance. At the end so much monies are lost, with so many
people to be involved. To name a few, the Bank of Credit and
Commerce International (BCCI) scandal of mid-80s, Enron,
Bernie Madoff, would be something that most of us are famili

iar with. Each of these scandals involved billions of dollars.
But on smaller scales, there are so many other examples - such
as issuance of banking instruments, forex trading investments,
platform for program trading investments, investments in gold
and precious metals, and so on. Whiles some of them sounds
normal, the twist that were done are so-subtle, between the
real thing and a scam. Again, it is because of the obscure
nature of finance as it is claimed to be.
This is important to understand, because while the dark finance operate within the darkness, its opening or front is in
the open and sounds perfectly legitimate. It would be almost
impossible, even to the smartest of men, to recognize and see
the true evil that resides besides those facade, which is covered by darkness. This dark world is even operated within the
top most ranking financial organizations of the world, by the
like of Rothschild’s, Goldman Sachs, and too many to mention
Hedge Funds, which are supported by team of legal experts
and international bankers. This makes this dark world of finance even more dangerous, because they could be operating
well within the laws, and yet evil in its purpose.
At the roots of it all are greed and unchecked ambitions, with
the objects and purposes are mainly evil. The costs to the
innocent people are humongous, and the damages are enormous. There are no cure for it, except to be educated and
enlightened. Only light can thwart away darkness, and hence
my purpose is to shed some light on this matter. The subject
is far too complicated to be covered in simple writings such as
this. However, for the sake of common people, I will try to do
my best. I will try to do it in as simple language and jargons
as possible. I take full responsibility of what I write here. All
the mistakes and errors are mine. I would welcome any corrections, inputs, as well as criticism from anyone. If truth is
what we are after, then anything that could bring more lights
is definitely welcomed with open mind and heart.
Enjoy your reading!

Part I

The Dark Finance

1

What is Finance?
Let not your wealth or your
children divert you from the
remembrance of Allah.
Al Quran Al-Munafiquun v 9

Finance is new invention of the 20th century. While it exists long
before that, it wasn’t until recently it has been organized and practiced
in the current form. The birth of modern finance coincides with the
birth of modern banking and capital markets. It is the market place
where funds were exchanged between providers of funds and users of
funds. Finance is like water; too little of it is undesired, and too much
of it spells disaster. And like the case of any water, there are clean
water (clean finance) and there are dirty water (dirty finance).
The world of finance had grown too big and too complex, until such
level that even the most educated among us would admit that understand and to follow. Today, the total daily financial transactions globally already reached anywhere in the US trillions of dollars. With the
advancement of Internet, computers and telecommunications, make finance even to spread like wild fire. The possibilities to transact, trade
financial instruments, products - are almost unlimited.
As an example, most people would think that crude oil prices are determined by the oil companies, such as ExxonMobil, Shell and others,
this is no longer true as compared to mid-80s; today it is in the hand
of financial traders in New York, Amsterdam, Singapore and other
locations globally. It is no longer controlled by demand and supply
of oil; but it is in the hands of the financial market makers such as
Glencore, played by people like Mark Rich (the King of Oil), and financial players like the hedge funds. How could oil prices moved from
USD130/barrel to USD30/barrel within less than five years. Demand
3

and supply couldn’t move that much and that fast. But financial players could move them in matter of seconds.
Finance today no longer controls financial entities like the banks; in
fact banks are almost non-player when comes to global finance - they
are at the mercy and behest of financial players. Commodities are no
longer within the control of commodity owners and users, but they are
in the hand of financial players. Even governments at times lose control over their financial affairs and currencies to these financial players.
Finance had become a dangerous game, a monster that is easily runs
out of control. It will remain so, and times and times again, despite so
many attempts to wrestle and control them, it will break free. Even
after the US sub-prime crisis of 2008, these financial players remains
free and continue to be in operations. Regulators are at best backpeddling, trying to catch up with them but to no real avail.
And yet, finance is necessary for all. Government needs to raise money
to fund public investments; companies need to raise money to finance
its investments, individuals’ needs avenues to invest and borrow. It
had becomes part of our life. For example, the total market capitalization of the world’s stock markets is around USD50 trillion dollars,
which is slightly larger than the world’s total output of USD48 trillion; every day, more than USD3 trillion dollars changed hands in
foreign exchange markets; total debts of the US Government stood at
anywhere above USD20 trillion dollars; total world’s outstanding debt
markets is somewhere around USD200 trillion dollars and rising, and
so on. As Niall Ferguson puts it: Planet finance had dwarfed Planet
earth.1
However, with the growing clout of finance, the dark side or the dark
finance also grows together with it. With greed and ambitions ruling
many human beings; the lure of getting to the dark side of finance is
ever higher. The risks, losses and damages will also be higher. What
is the root of finance and why evil is so rampant within the finance
world? The answer is Riba or usury.

1

Ferguson: The Ascent of Money

Riba
Allah destroys Riba and gives
increase for Sadaqaat (charities)
Al Quran Al Baqarah v 276

The word and meaning of Riba is not as straight forward as it
seems. To some Muslim, it is the interests charged on any financial
transactions, to some others, it is usury. The controversies exists even
among Muslim scholars as to its practical definitions. Interest rates
offered or charged by banks are Riba. At least this is the common
definitions. Therefore, an alternative is being developed under the Islamic banking schemes, to come out with is called profit rates, in place
of interest rates. This is done while keeping the basic practical and
economic purpose to be the same. For this reason Islamic banking are
under criticism for labeling something as permissible for things that
had the same purpose and functions. That is not what I intend to
debate here.
What I would like to make it clear here is the evil part of finance
and that is the root of the prohibition of Riba in Islam. I would like
to call these evil behaviors as Ribawi behavior. This is what’s needed
to be eradicated. As an example, trade of goods or commodities at
too high of profit margin to the harm of the people and public, while
they are perfectly permissible goods, are prohibited under Islam. This
prohibition is not linked to financial transactions (i.e. pure exchange),
but to the evil behavior of injustice (Dzulm). It is Ribawi behavior.
Thus, even if we apply Islamic banking terms for trade, which have
such elements, will not make the prohibition to go away, despite using
profit rates as its basis (instead of interest). The essence of Riba is
even deeper than pure financial exchange; it is rooted in the evil behavior, which is the disease that Riba prohibition intends to cure.
5

Once this is understood, then it becomes clear why usury is prohibited - it is the ancient practice of charging exorbitant financial rates
for the borrowers. For the same argument, usury was prohibited by
the Christian churches, it is banned in ancient China and India, and
so on. But the argument that I had just presented poses a major
problem. It justifies the low interest rates transactions as non-Ribawi
behavior; and hence would be in compliance with the Islamic spirit
of Riba prohibitions. This where the major missing point that is lost
within the financial world today. It has been taken as default assumption; that is the treatment of capital. This is the root of capitalism.
Capitalism defines the rates of interests as the returns on capital.
Whether we label it as profit rates or any other terms alike, the base
remains the same the returns on capital. This is where some people
got it wrong, by defining interest rates as rates applied on money (or
currencies). Therefore, they would call for replacement of monies (currencies) with Gold (i.e. Gold Dinar and alike). As long as interest is
the returns on capital, regardless of what you do with the rest, nothing
is changed. So, shall we shun away from capitalism and the market
economy as capitalism’s core operation. The answer is no, we cannot,
and it is something that is almost impossible, as of today. This is not
a satisfactory answer, and fall short by many counts. But that is the
reality and the truth. Otherwise, all other answers are either avoiding to deal with the reality and in some ways self-serving, or outright
economically infeasible. This is a very stark reality for Islamic finance.
I am taking this position because it is a very realistic view and
allow me to focus on the most important issue that we face - to avoid
and reduce evil practices. Furthermore, for the society at large - we
need to avoid and reduces injustices, whether they are socio-economic
injustices, unfairness, abject poverty, and other social-political injustices. Therefore, cheating, dishonesty, greed, ambitions - all could be
Ribawi. The large gap between the rich and the poor are also Ribawi.
Corruptions and corrupt practices are also Ribawi. And so on. In this
way, then fighting against Riba, is not only in the domain of the Muslim, but should be the domain of the society, regardless of religious
belief and practices. Riba is best understood as the roots of financial
evils. And the dark world of finance is where it operates the most.

What is the Dark Side
of Finance?
Or [they are] like darknesses
(Dzulumaat) within an
unfathomable sea which is
covered by waves, upon which are
waves, over which are clouds darknesses, some of them upon
others. When one puts out his
hand [therein], he can hardly see
it. And he to whom Allah has
not granted light - for him there
is no light.
Al Quran An Nuur v 40

Darkness is actually layers upon layers of shades, in the same way
the layers of darkness as you dive deeper into the bottom of the sea.
Even during the full daylight, once you reach a certain level, it will
be pitch black darkness. The same way finance operates - layers upon
layers of transactions. What you see is the first layer, which is observable; but the one that determines and dictates, laid behind so many
layers, therefore, you are in total darkness to see what they are under
those layers.
To bring this as an example, Bernard Madoff operates his quick
rich schemes (or what we called Ponzi Schemes), is by having layers
of broker agents upon agents’. These brokers are of good names and
reputation. Hence whatever they offered to their clients are something of good standing. These broker agents relied upon other similar
agents, and the networks are massive. This could sustain as long as
these agents keep on bringing new clients to Madoff. And for Madoff,
to keep the clients coming, is by ensuring that the 10 percent annual7

ized promised returns are being delivered time and time again. Being
a former Chairman of NASDAQ is of an asset that he used to the maximum. He keeps reputable lawyers on record to add to his credibility.
Furthermore, he pretends to trade shares in good volumes to show to
authorities that he is a major trader. But truly they are all empty air
and no real content. He just used new money to pay off returns and
old monies. When the market crashed in 2008, under the pressures
of clients withdrawals, it finally went bust. Madoff went to prison
and more than USD40 billions were gone into thin air. The schemes
were operated through layers and layers - and hence obscured from
the people; even the most intelligent and smart were duped (including
the US authorities).
Even if transactions are layered, doesn’t mean that they are wrong
and meant to be evil. Derivatives as example, are layered transactions.
Sometimes, it could be layered multiple of times, as in the case of so
many types of options and futures traded in the market. Just take
an example of Swaptions on futures on interest rates. Most people
wouldn’t even want to understand what it meant: it is a swap with
option elements embedded in it, that is applied on futures contract
in the interest rates instruments. Even that doesn’t explain much,
until you read through the ISDA document (which could be as long as
300 pages in fine print). And for that reason, nobody wants to know
the details, even among the best known traders. It is obscure. What
people do then let computer programs to compute the numbers, and
based on that you would trade and take positions. This is exactly
the recipe for the recent US sub-prime crisis that happened in 2008.
Most traders don’t even fully understand what they trade (in terms
of risks); and that’s why they called it models behaving badly, when
they price the volatilities in these instrument wrongly.2
In summary, darkness in finance could be used for evil purposes
- as the case of Madoff; but also could be non-evil, as the case of
derivatives. But the fact is the existence of layers - inherently could
encourage evil practices on one hand, and could increase the risks
tremendously on the other hand. The excessive risk, which come along
with Riba prohibition, under the terms of Gharar and Maysir 3 . To
2
3

See Models Behaving Badly by Emanuel Derman
Gharar means ambiguities, and Maysir is pure gambling

most common people, finance then is actually a dark world. Within
the inner world of finance, due to the massive layers, is actually an
unseen and obscured world. Even those who are experts and operators
in the field, would only know what relates to him, and could not claim
full knowledge of other parts of the financial operations.
What is even worse is, some of the very people who proclaimed
to be knowledgeable and experts in finance - are in fact charlatans,
impostors, and characteristically fraudulent. As an example many of
the so-called risk managers and the risk management systems, despite
having lofty titles and names are fraught with systems errors. And
yet, the common perception is by adopting sophisticated risk management framework and systems, the bank would be safer. Unbeknown
to most, is that any such system rely on the framing of risk - which is
in reality very hard to define precisely, and risk measurements - which
are mired in statistical errors.
Therefore, even people who are supposed to be enlightened about
finance, are also in the dark and blinded. So what shall we do?

Light Upon Light
Light upon light. Allah guides to
His light whom He wills
Al Quran An Nuur v 35

As in the case of the dark hole in the universe, lights are being
pulled in at such massive gravity that it becomes totally dark - hence
called the Black Hole. To overcome a black hole, there needs to be
much light, and the light that being supplied should be faster than the
gravity that pulls it away - then only black holes could be alighted.
The same case is true in the case of dark finance. We need to enlighten
it through layers of light upon light.
These layers of light could be summarized into basic principles.
1. Occam’s razor principle: any complex matters could best be explained by the simplest logic, and very likely that simplest logic is the
truth. For example, I was approached by traders from Metrowangsa
Asset Management way back in early 2000, to participate in forex
trading investment schemes offered by them. I then asked, how the
trades are done and what their strategies are. The answer was: it is
done through HSBC in Singapore, since they have a special arrangements with HSBC, and the trader (in this case Ahmadi Hasan, who
was a folk singer before dabbling into forex trade) had special programs and recipes. I then asked, could they share the basic principles
of the trade, which could give them 4 percent returns per month, as
proven by their proclaimed track records. Their answer to me is: No,
it is our trade secrets.
I know for certain that 4 percent per month consistently is an absolute impossibility. The risks of achieving that is extremely high. Even
when I was making the computer trading programs, using multiple
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complex derivatives - simulations showed me that to gain 1 percent
nett per month is very hard, and I can’t be certain about it. I was
implementing this on real time data in New York (in early 1990s).
Therefore, the Occam’s razor principle is: the simplest logic tells
me that it can’t be true, and hence fraud. Tabung Haji and many
other people lost hundreds of millions in the debacle.
2. Beware of looks alike. Something may look familiar to you,
but in reality there are some small twists that is unseen on untrained
eye. That small twist is the culprit. So many things will look like
something that you are familiar with - such as banking letterheads,
stamps, logos, and more so - familiar names such as HSBC, Deutsche,
Bank Negara, and so on. Even signatures of bank officers looks real.
I have seen too many of these, in particular when dealing with the socalled Bank Guarantees, Standby Letters of Credits, SWIFT messages,
various forms of instruments such as Medium Term Notes (MTNs),
Commercial Papers (CPs), and endless other forms and variations.
No doubts that these things exists for real and they are being used for
real.
So what are the twists - whenever they seems to be easily obtained
for some fees; whenever the transactions becomes layered; and whenever the amount dealt with are large (in hundreds of millions or even
billions). All are feeding on one thing - greed. The light here is when
you can sense that your own greed is on the rise as you deal with such
matters - then you must know that whatever you deal with are unreal
and fraud.
So many people spent their efforts chasing such rainbow. At the
end, all end up losing money and being cheated by some people. This
is despite that some may show you evidences of successful transactions
and track records of performance. Yes these evidences may looks very
real, but there are still too many hidden and obscured things involved.
I can’t keep on going to details as there are almost unlimited ways and
variations these twists could be done.
3. Devils are in the details. This famous adage, while being
said and heard is not well understood. The reason being, despite the
being warned, there are too many details for anyone to be bothered
with, and the details are well hidden under many layers of documents
and hence couldn’t be easily discovered. For example, at one time

prior to the US and global crisis of 2008, there were so many offers
of high yield investments by funds. One particular country where
at least few billions amount investment were made is Hong Kong.
These funds are providing yields of around 10 percent or slightly more,
with promises of principal guarantees (i.e. the principals are guaranteed). The guarantees are provided by some highly rated entity such
as Lehman Brothers, JP Morgan, and so on - with the core underlying assets to be US government backed bonds or papers. In another
word, even if anything happen, you will be secured by US guaranteed
instruments. When the crisis happened, not only the investors do not
get their so-called high returns, but their principal were also wiped
out; due to the collapse of Lehman Brothers and many others.
What most investors didn’t realize that, while the principal is socalled guaranteed had lots of conditions and escape clauses embedded
within the fine print of agreement. When the collapse of the market
occur, these conditions becomes true, and the various escape clauses
fell in. Virtually, the investors are victimized by these so-called principal guaranteed high-yield investments to the tune of billions of dollars.
Many even wiped out their life savings. Hong Kong wasn’t the only
place affected, many individuals in the Middle East and elsewhere
were also caught. The major catch that fooled everyone is the lure
of the promises, claims, and savvy marketing of big names - and no
attentions to the details.
4. Risks and Rewards goes hand in hand; and the risk/reward
curve is highly skewed. If you are getting (or being promised with)
high rewards, then the rule is clear - you are also exposing yourself
to higher risks. The best returns that you can get in any place is the
fixed deposit rates offered by your local banks. Once you are trying
to get anything more than that, you are already breaking away from
the safe risks. The problem is, for an extra bit of returns, you are
assuming a lot more risks, which does not commensurate with this
extra returns. What we normally called this is skewness of the risk
and return curves. So if you are still interested to get this extras, be
aware that you may have to pay more by the risk of losing.
The issues of skewness of risk/return curves is sometimes too complicated for many people to understand. Human beings think linearly,
in another word, if returns increase by 10 percent, we will generally
think that risks also increase by 10 percent. In reality, the risks actu-

ally could well increase by 100 percent (10 more times, compared to
increase in returns). Even the best fund managers and risk managers
sometimes are fooled by these skewed nature of risk/reward.4
5. Reliance on experts and reputable names, or by showing
examples of success of some people. By using experts and dropping
big names (such as top 20 experts or banks), usually spells trouble
and something amiss. Names and labels are facade that’s being used
to cover up the defects. The problem with us, human beings, we like
to be identified with winners and not losers - hence we would like to
be close to names like Warren Buffet, Bill Gates (in the case of US).
The problem is no experts are experts in all field. While famous in
their areas, in some other areas they could be total novice. Keynes
was a famous economist but lousy stock picker.
Many schemes tried to use big names, so as to give legitimacy to
its program. The most familiar ones is the Multi-Level Marketing program (MLM). It so imbued with reliance on using names of famous
people, such as artists, professors, and sometimes politicians - to give
justifications, credence, as well as sometimes, legitimacy to what they
are doing. MLM, regardless of what products they are trying to sell, is
a financial game as its core principle. The earlier entrants, will make
money from the later entrants. As always the case, the number of earlier people are lesser than the later people the lure of real examples
of success by earlier people, pulled in the later people. Until it will
reach its saturation point, then it will fizzle away. MLM is still being
deployed widely, because they are legal. And yet, they are just a part
of the dark world of finance.
6. Keep it as simple as possible. The most basic essentials
of finance are simple - that is risk and returns. You want to ensure
that whatever financial transactions you do to earn fair and reasonable
returns, with as lowest risk as possible. Returns is easily understood
and measured, but risks are not. Therefore, focus on the risks and not
the returns - and make sure that risks are as simple as possible.
For example, the simplest risks to be understood is fixed deposit
in any major banks. All that a person needs to do is to compare the
rates offered under various type of fixed deposits (based on the time monthly, quarterly, yearly and so on). The only thing to decide is the
4
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tenure compared to the rates for each tenure.
Another example of basic investments is buying land. Land is the
simplest form of investments, which is almost a sure thing. The only
issue that a person has to be concerned is the price - which is easily
obtained from a bit of research. Land is also useful since it is illiquid.
You cannot sell them in a very short time - therefore, it will provide
natural resistance against unnecessary spending. In terms of risks - it
is among the lowest - unless a person buys based on speculation, and
using borrowed monies.
The moment that some investments are being described to be sophisticated, unique opportunity, special and other similar type of labels
- then a person must immediately raise his level of caution. Because
in terms of risks - it is very likely that they are unknown or unquantifiable, which means that they are complicated and hence riskier than
normal, and could spells trouble or even a scam in the making. A
recent example of this is Genneva Gold scheme.
Genneva’s scheme is actually quite simple - that is to invest in
physical gold bars - which is straight forward. What is complicated
is when it comes to promised returns. How could Gold, which is a
passive investments could give returns of 2 to 3 percent monthly (under the Islamic finance term of Hibah or gift)? This is achieved by
the company (or operator) providing promised buy back of the gold
bars in the future at some prevailing Hibah rate. The question is
how could the company obtain such returns, which are in turn paid
to you as profits? Returns has to originate from somewhere, and in
this case they will explain that it is achieved out of the companies
gold trading activities in places like Hong Kong and others. So now
we have few layers of transactions and a simple investment went to
full sophistication and complexities. The simple truth is it’s a scam,
which finally saw RM12 billions dissipated, 25 people being charged
in court for money laundering and illegal deposit taking. The case is
still on-going in the court until now. And so much monies are lost,
and the investors, if they are lucky, could recover possibly only 10-20
percent of their investment back. When fully exposed, Genneva Gold
is nothing more than another set of Ponzi Schemes using gold bars as
its camouflage.
7. Beware of people hiding behind religious facade. One of
the way to fool people is to appeal to their religious convictions, or

more effectively to their religious guilt’s. It is easy to take advantage of
religious sentiments, especially Islamic sentiments - to say that something is Haram and point out what are Halal ; to indulge in Haram are
sins, and to be with Halal is virtuous. During the 80s in the United
States, there was surge of evangelical revival, whereby capitalizing on
guilt’s and sin’s - billions were collected by various TV Evangelical
missionaries - which finally ended up being squandered to finance the
lifestyle of those propagators. Many ended up in prison.
Capitalizing on the concept of Islamic Dinar’s popularity, for example, a company by the name of IGD (which stood for Islamic Gold
Dinar), owned and operated by Dr. Shamsudeen Mohd Yunos, collected and squandered more than USD50 million dollars, through a
complex schemes involving companies in Malaysia, Australia, Hong
Kong and Singapore. Of late, there is also a new setup under Dinar
and Dirham, which is another form of Multi-Level Marketing (MLM)
scheme. The point is - there will always be some new schemes trying
to capitalize on Islamic sentiments. What I am trying to say is - if
something that uses Islamic or religion as its main marketing slogans then immediately you must raise your guard. Almost all, if not none,
ended up being scams or being squandered.

Human Failings
Indeed mankind is created to be
restless, whenever bad things
befallen upon him, he despise it;
and whenever good things befallen
upon him, he became insolent
Al Quran Al Ma’arij v 19:21

The source of problems in the Dark Finance is nothing new - it
is about how to capitalize the weakness in human behaviors. All the
scams, fraudsters, and any elaborate schemes of the dark finance actually centered on manipulation and deceptions on well-known human
failings - namely greed, desire, pride, illusion and myopic, herd mentality and self-feedback mechanisms, excess and wastefulness, overreaction and self-fulfilling prophecies, and other behaviors which had
been termed by John Maynard Keynes as animal spirits.5 That is how
human psychology drives the economy and financial activities. The
Dark Finance is about how some people use these known behaviors
within their arts of deceptions and manipulations against other people. In this section, we will go through these items one by one.
1. Greed. Greed is the simplest and most pervasive forms of human failings. Greed makes people to be blind. It is also related to
temptations. When someone promises a 4 percent guaranteed returns
per month - will attract and gets the inner temptations to be stroked
at its core of any human personality. If I could borrow at 1 percent a
month, I could recover back all my borrowings within 3 to 4 months,
and repaid them back, then all thereafter are profits. This is the kind
of argument used to excite temptations and greed to life within the
deep psyche of anyone, including even the most educated of a person.
5
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Who does not want such guaranteed easy money? Anyway, I could
try some small amount of money first, then if it is proven, then I
could add more to it, as I go along. That’s how temptations being
fed, and thereafter greed took over. What if someone offered me bank
guarantee, which amounting to billions of dollars, by just paying a
small fee of say USD100,000. Anyway, if turns out to be false, I would
lose small amount compared to humongous amounts of money to be
made? Or what is the risk of my investments, since it is backed by
Gold bars - the worst could happen, I can take possession of those
gold bars and sell them at whatever price in the market - whilst I
could enjoy guaranteed returns on my investments of 2 to 3 percent
per month while at it?
Anyway, those before me are driving super sports cars, living the
life of rich and famous; why couldn’t I be the same like them? And so
on. These are examples of lines of arguments to stroke deep into human temptations and feed onto human greed. All ended up in smoke
and burnt. Not only their initial capital are gone, but also all the false
promises of guaranteed returns dissipated into thin air. And that happen after all the life savings, mortgaged properties are being executed
and invested in the schemes. All will realize at the end that they are
victims of their own greed and temptations. But all are ashamed to
speak up - and there are no real legal recourse for any of them to take,
because all had been careless even to read through any documents or
contracts, and for that matter few had any contracts at all to begin
with. All are blinded by their greed.
2. Desire. Everyone desired to be wealthy, to have easy life and
could spend and do what they want to. But all are constrained by
their wealth and income. Desire comes through envy. You envy what
your colleagues are doing or seemingly are doing. If your neighbor
have few brand new cars compared to your ten year old car, you
envy them. Your colleague are wearing designer clothes and carrying
designer handbags - you envy them and wish to do the same. If
someone has lofty titles to carry along their names, such as Dato’ or
Tan Sri, you would like to do the same. Desire leads to people to take
short cuts into obtaining wealth and status. As such, all scams and
schemes needs to feed to such desires - by splashing and displaying
wealth or signs of wealth - such as young people from common folks
like you - earning tens of thousands a month and now driving super

sports cars.
Why couldn’t you be the same and it is easy. Follow the same
path that these people had taken!!! And what are those so-called path
to wealth that they had taken? Nothing more than to capitalize on
other people desires, just like your own desires. As long as more people
could be brought in, who had such desires than the schemes piled up,
with people on the top earning hard monies from people below - until
the whole scheme busts. By then enough people with desires had been
brought in and few people who schemed the desire business becomes
super wealthy, at the expense of other people who had worked for
their money. Again, there is nothing new in this - that is to capitalize
human desires.
3. Illusion and myopic (short sightedness). Taking advantage
of illusions and myopic nature of human beings had been the art of
magicians. As we know, there are no real magic, except illusions of
our senses, because our senses such as our vision (and brain sensors)
are myopic. We couldn’t see or hear too far, and our brain are lazy to
think too deep. We take what our perceptions confirmed to us on face
value, and we tend to see what we want to see and to hear what we
want to hear, and our brains think what we want to believe. Therefore,
the tricks for any magicians is to capitalize of these weaknesses; which
is the same approach taken by financial scams and schemes. They
will show proofs of what they already know that you want to see or
hear; and what you already have in your mind to believe in. They
will also make sure that they will have at least two or three layers
of proofs which confirmed to the above, whereas the real truth lie in
the fourth of fifth layer of information - which by such time that you
have reached the third layer - you already reach a comfortable state
and hence will not demand any more proofs; by then you are already
hooked and sinker.
To show this, let me go through a scenario which commonly took
place: Islamic Gold Dinar is the solution to the evil of capitalism,
which benefits the rich more than the poor. You could see how the
monetary system being manipulated which brings crises one after another. You could see how monies could devalue with devastating effects. The real and stable money, which is in conformity to Islam is
the Gold Dinar. (So far all what’s being said is what you want to
hear, want to see, and want to believe - and this is the first layer). As

the solution, they then offered you to participate in the Islamic Gold
Dinar scheme which could provide you not only the Islamic way, but
also provides some returns (note that even if a scheme is Islamic, but
loses money, will not sell; Nobody, despite being religiously conscious
accepts losses).
Here lies the second layer - that the schemes are financially sound.
They will then provide selected proofs of how Gold outperform other
asset classes over time. Again very few would bother to counter-check
those proofs since very likely whatever being shown are true, except
that it is true by being selective in what to show (i.e. by bringing in
evidences in support of the claim and hiding other evidences which
are prove otherwise). At this stage, any detractors will be shun and
shamed, and the believers would continue.
And now comes the third layer - proofs by other experts, VIPs
(such as using high level politicians to inaugurate their events), involvement of other people who had succeed as living proofs, and so
on. By now any further detractors are shunned and condemned to
shame to be labeled as ignorant, unintelligent, and proven to be
wrong. And at this stage, even the detractors and skeptics will be
hooked in. Nobody would even dare to question the economic validity
of such programs. And even if any further questions being asked (by
those who want to pretend they are smart), the marketeers already
have the standard fourth layer answer: it is based on very complicated
programs and methods possessed only by highly experience experts in
the field, and it is beyond anyone of you to understand. It is the final
and full blanket cover.
The real and full truth is any Gold Dinar scheme is nothing more
than investments in Gold - which is highly volatile and risky. But the
myth and fame of gold is very lucrative to human psyche, which is
evident from all the history of gold rush and gold seekers as path to
glory. Nothing more and nothing less. Many will ended up in vain
and as suckers. The only people who gained are the schemers.
4. Self-feedback, herd-mentality, self-fulfilling prophecies
and others. In history of finance, self-feedback, herd-mentality, and
self-fulfilling prophecies plays important roles in conforming to an already fragile human psyche and beliefs. Stock market is one such
example: a rise in a stock price, feeds to others to believe that something is going on, which feeds to further rise in price and once enough

momentum had taken place, everyone will jump into buying the shares
like a herd of buffaloes stomping into the same direction. Furthermore,
some analysts will give predictions why the share price is going up by
prophesying the future of the company, which further feeds the frenzies and bringing in more herd of buyers - which then proves that
the prophecies are true; and the frenzies could go on until it becomes
madness, manias - and finally after all the dusts had been settled - all
came crashing down to the bottom, and everything is back to square
one all over again. In the process, some made some gains, whilst the
majority of others will lose. The history of modern financial world is
littered with such examples - they happened many times before, and
will continue to happen many more times in the future.6
Why such is the case? First, the self-feedback loop is strong and
powerful in today’s connected and wired world; information is available at the speed of light, and left little time for anyone to process
those information; so the only relevant information to another person
is what others do. The reasons of why they do so is less important.
This cause feedback loops to be very portent - I saw others do, and
others saw me doing it will also do, and others saw many others do,
starts to do so, and so on; and as the noise grew, it will attract many
others to join as herds always do. Because just like a herd of buffalo, it
is dangerous to wait and know whether any lions are attacking before
you start running, because the one left behind would too late to know
whether such is true or not; the safest strategy would be to run first
and know the truth later.
That is the herd mentality - any major sell-offs of shares do not
need any reason to know why; better sell first, and know the reason
later before it is too late to sell. And to keep the herd together, there
must be some prophets who could provide predictions to prove that
the reasons are true; and it is proven by the acts of many (despite
of the real truth). This way it would keep everyone together, instead
of breaking off into another direction, and they would keep doing so,
as to prove their prophecies are true (by being self-fulfilled), until
some other events would trigger another stampede onto the opposite
direction.
In short, financial schemers are taking full advantage of these features of human weakness. Whereas the truth and correct strategies
would be not to follow the feedback loops and the herds, and to ignore
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the prophets of glories or prophets of dooms. And this is exactly what
truly successful investors like Warren Buffet did; but it requires patience and lots of self-restraints. In cases of financial scams, they would
always need to show crowds, and show how other had succeed to create the momentum of self-feedback mechanisms. They need to bring
the crowd with enough hyped up events and programs to generate the
herd movements, until everyone succumb to the same direction; and
finally they will use prophets who would show the people the way to
wealth and glory, until everybody forgot that the real path of wealth
creation traditional way of hard working, diligent and naturally extremely risky way.
5. Suckers and Fools. P.T. Barnum, the American creator of the
circus Barnum and Bailey, is known to say that there is a sucker born
every minute; and another famous quote is: every man has two men in
him. A king and a fool. Suckers and fools are not about other people
- but about our own-self. Despite even being born well educated, or
wealthy, people are not free from being born as suckers and fools. You
could see the most wealthiest ended being a sucker and a fool, as well
as the most poorest being the same; the most highly educated and the
most poorly educated; highest strata of society and the lowest strata;
all being suckers and fools.
Why that is the case? Because there is natural sucker and fools
in every one of us, the only difference is the degree of it. A simple
example for a man is to easily fall prey (or being a sucker) for a
beautiful woman; and he may ended up doing many foolish thing, just
because of a woman; and that person could be a king or just simply
a slave. In the same manner, because of pursuit of money, men or
women could be easily preyed upon as potential suckers and potential
fools. Gambling in its most potent form, feeds mainly on suckers and
fools. Gambling in casinos are off course obvious forms of suckers and
fools game; but there are many other forms of schemes which do not
carry the casino signs but clearly is only but a casino in another name.
One such example is Forex trading schemes. Other examples would
include high yield programs and high yield investment schemes with
guarantees and so many other fancy names. All are nothing more
than luring a sucker and a fool in you, with beautiful schemes just like
luring a man to a beautiful woman (or vice-versa). And that’s why
many of the schemes employed young and attractive women or men,

to lure potential suckers and fools. Many men would be ashamed to
ask hard questions to a young attractive woman, and many (usually
older) women, are ashamed to ask hard questions to handsome and
decent looking young man. And thus the statement, suckers and fools
are born every minute is true.

Part II

Examples from the
Dark Finance
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Amedeo of Brunei
A CASE OF POOR PROBLEM SOLVING
These stories as I would like to call it are real and non-fictional,
even though not much had been written about it. It is another sad
story from the Dark World of Finance that took place from the late
1990s and continues on till today. The after effects of the saga affected Bruneians till this day. I have to mention some names, of
which you could verify their identities; and I kept many other names
not mentioned for the sake of protecting their identities. But they are
real people (non-fictional), and my accounts here are from first hand
source. How I did get involved deeply on the subject is something that
I will not reveal. The purpose of me writing here is for the benefit of
taking the lessons for future generations (if we ever learn).
Brunei Investment Agency is one of the uprising Sovereign Wealth
agency of 1990s. The wealth of BIA, as they are called, during those
time should be in the region of USD50 billion (on a conservative estimate). The one running BIA as its Chairman, at the time is H.H.
Pengiran Jefri Bolkiah (later on I will use Pengiran Jefri for the sake
of brevity), the youngest brother of H.H. Sultan Hasanal Bolkiah, who
was then the Finance Minister of Brunei (1986 to 1998). The main
source of wealth for the BIA is the Brunei oil revenue, where roughly
1/3 of it goes to Brunei Shell (the operator), 1/3 to BIA and 1/3 to
the royal family; under the terms set by Al-Marhum Sultan Haji Omar
Ali Saifuddien. Pengiran Jefri is considered among the smartest and
ambitious of between the four brothers.
Under him, Brunei undertook massive development projects in late
80s and early 90s, which saw the development of Jerudong Park (the
first major theme park in Asia), which opened in 1994 at a cost of approximately USD1 billion. Built upon this success, then Pengiran Jefri
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setup Amedeo Corporation Sdn. Bhd., named after the famed Amedeo
Modigliani, the Italian painter of nude girls, of which about 300 of the
paintings were bought by Amedeo. The creation of Amedeo, is to
bypass the extremely bureaucratic BIA, which hinders many projects
and the speed of execution as demanded. Pengiran Hakim, who is
Pengiran Jefris eldest son was the co-director of Amedeo, and the defacto chief operating person is Mr. Danny Wong, from Malaysia. The
question is how did Amedeo operates?
First, monies were passed from BIA to Amedeo, and from there it
went to finance all the projects and operations of Amedeo. All in total,
about USD40 billion went through this route over a period of about 5
years. Amedeo then went on spending spree, acquiring assets all over
the world, namely super luxury hotels: New York Palace Hotel (from
the Helmsley), Plaza Athnee (Paris), Hotel Bel Air (California), and
a string of other hotels. It also bought the Hilton in central Jakarta,
Four Seasons in Singapore, and at least 11 more hotels in various locations in Indonesia and the Philippines. During the rescue of Amedeo,
a calculation that was made, all these hotels could be packaged into
a Hotel/Real Estate Trust, which could be easily valued somewhere
around USD4 billion (in early 2000 valuation), at a PE of 6. This was
an estimate provided by Goldman Sachs and few other financial team
at the time. This is the first class of assets namely prestigious real
estates.
The second class of assets were collectibles these were paintings
(Modigliani, Picasso, and others), and luxury collectible cars numbering between 2,000 to 3,000 cars, the most notable is the Bentley Convertible (which the patent is somewhat owned/developed by
Amedeo), thoroughbred horses of more than 3,000 heads, two super
luxury yachts named Tits1 and Tits2 (Tits2 was under construction in
Papenburg, Germany at the time), several airplanes (which includes
at least one Boeing 747), and numerous jewelery, watches, and others.
Notable also is the acquisition of the British jeweler, Asprey Ltd. The
third class of assets were projects undertaken Brunei Imperial Hotel,
Berakas Power Plant, Brunei mobile phone operator, various private
palaces in Brunei, the Jalan Bukit Tunku in KL, to name a few.
All assets were purchased using cash by Amedeo; in fact Amedeo

do not have any bonds or debts raised from the market, and neither
any bank borrowings were used. So what went wrong? What happened was like someone spending water below a dam, thinking that
the dam will always be filled; but suddenly one day, the dam went dry.
The dam was the BIA and the spender was Amedeo. BIAs cash suddenly were depleted, and everything started to go haywire. H.H. the
Sultan sacked Pengiran Jefri as Finance Minister and BIA Chairman,
and Amedeo was left in the lurch with no more cash to spend. BIA
then claimed that all monies paid to Amedeo are debts owing to BIA,
and demanded that repayments were made with immediate effect.
So the question is what were left in Amedeo? All that were left are
some the assets in Brunei (namely the Imperial Palace Hotel, private
palaces, luxury cars, horses, some of the paintings, etc), and Amedeo
owed its contractors and suppliers to the tune of Brunei Dollar (BD)
1 billion or so. All in, the assets in Brunei was less than few billion
dollars. The total amount of BIA money spent by Amedeo exceeds
USD40 billion. Where were all the monies gone?
Amedeo and Pengiran Jefri is nothing but the same entity. In fact,
all the monies that were spent or invested outside Brunei were not
in Amedeo’s name - they all went through myriads of offshore trusts
created in Jersey and some other jurisdictions in Switzerland and Europe. All the trusts were named after various flowers, such as Lily
Trust, Rose Trust, etc. While all other assets in Asia went under personal names, or held by various individuals (Bruneians, Malaysians,
lawyers, etc.).
BIA then launch a lawsuit against Amedeo and Pengiran Jefri in
early 2000 - in its efforts to recover the investments. A deal were
reached within the same year, and Pengiran Jefri agreed to return
some of the assets, while Amedeo, under the pile of local debts went
to the receivers. Arthur Andersen was appointed as the Receiver and
Manager of Amedeo. However, after sometime, the deal went sour for
unknown reasons, and only part of the transfers or returning of the
assets went through.
During the period, before its demise, Arthur Andersen (AA) were
auctioning assets of Amedeo, to raise monies to pay off its creditors.

For that AA went overdrive, and the total sale were about USD300
million, and the bulk of the monies went instead to pay AAs fees which
were in the same region of USD300 million. So almost nothing went
to pay the creditors of Amedeo. This is another rip-off of grand scale
by Arthur Andersen. What went off in the sale were the Modigliani
paintings, some jeweleries, some luxury cars and so on. Nothing too
significant. The question is why Amedeo went to receivers? Simply
because the unwillingness by anyone to deal with its creditors of a
meager BD1 billion (compared to the assets of Amedeo). This allows
AA to take advantage of, and nobody was a real winner, except Arthur
Andersen, who walked away after that with the fees. Shortly thereafter, AA went bust with the Enron scandal of the US. Which serves
them well (for knowingly destroying documents and evidences).
What were then proposed by Pengiran Jeffri (and his people), is
to form another vehicle to buy Amedeos creditors, through a new
company called Global Evergreen S/B. The offer was to buy dollar
for dollar for all small creditors (below some threshold figure), to get
among the biggest creditor to totally waived off the claims (among
them major contractor and suppliers), and make payments with cash
as full and final settlement. The scheme were executed and completed
in less than three months, with little cost incurred (mainly only some
legal fees involved). And it was done with almost BD600 million in
savings to BIA/Amedeo. This is a far cry compared to USD300 million
ripped by Arthur Andersen, and yet they had done nothing significant,
except paper works (which resulted in nothing), and finally they also
shred most of the papers when they were terminated (similar to what
happened in Enrons case, well before Enron occurred). Anyway, most
of the small creditors are Bruneian companies or entities.
Then what’s left was how to make recovery on the balance of the
assets? First, I must mentioned the name “Manoukian brothers”, who
were major players in “selling or supplying” the assets to Amedeo.
These were unscrupulous people, who arranged for the paintings to
be bought, to broker the sale of Asprey at inflated prices, and so on.
We can’t tell how much really they did walked away with, and yet,
afterwards they were suing Amedeo and Pengiran Jefri for more.
The hard part is to unravel the ownership of these assets, since

most were either under offshore trusts or personal names of so many
individuals. The papers for the Trusts were mostly lost or gone, and
there were no clear papers to link the individuals holding the assets
with Amedeo. The task is really an uphill battle. I found out that
Pengiran Jefri was really sincere in his efforts to return back the assets;
and he admitted that a large sums of the monies in fact were spent
for the benefit of the Brunei royal families themselves. But what had
happened was, there were so many people taking advantage of the situation some running away with the assets, some trying to hive of the
assets cheaply, and the lawyers (from London to Switzerland, Singapore, Malaysia, United States, Indonesia, Hong Kong etc.) were the
largest gainers, as there were at one stage not less than 100 lawsuits
and interlocutory suits filed in all of these jurisdictions. Lawyers were
advising against settlements (which could be achieved simply by having the brothers to sit down and agreed on any forms of settlement,
since the matters could be classified as private matters between Pengiran Jefri and HH the Sultan). But that was not the case to be. Some
of the lawsuits are still alive until today (well beyond 15 years on).
Some of the assets such as the Brunei Imperial Palace Hotel were
returned, the Hilton in Jakarta today is named as The Sultan, the land
next to KLCC today is the Grand Hyatt, the land in Bukit Tunku
had been levelled (the ghostly remains of uncompleted building demolished, the land was under Pengiran Jefri’s personal name), bulk of
the luxury cars were sold, the 3,000 horses were sold, Tits1 and Tits2
were sold, and so on. What’s still left under Pengiran Jefri is the New
York Palace Hotel, Plaza Athenee in Paris and few other notable ones.
All in all, the total tally of what’s lost was around USD18 billion.
This is the sad and tragic story of Amedeo Saga of Brunei. By the total
count, per capita loss was at least USD45,000 per Bruneian (counting
the whole population of Brunei of 400,000 people). That’s what happen when this so-called sovereign wealth management went unchecked.
This one won’t definitely be the last. What’s unique about this saga
is the amount of debt to external parties was small (BD1 billion), but
why it finally cost so much was failure to resolve things quickly and
efficiently. Things were allowed to be dragged for too long and too
far. Much could be saved and recovered if fast and decisive actions
were taken.

Enron Saga
A CASE OF ACCOUNTING FRAUDS
Enron is a company established in the United States of America,
based in Houston, Texas, dubbed as the biggest and most successful
energy company of the world. In December 31, 2000, Enron’s stock
was priced at USD83.13 and its market capitalization exceeded USD60
billion, 70 times its earnings and six times its book value, which indicates the stock market’s high expectations about its future prospects.
In addition, Enron was rated the most innovative large company in
America in Fortune’s Most Admired Companies. It was also the darling of Wall Street investors, and many analysts proclaimed that Enron
is the future of energy business - with its innovative solutions to energy problems using financial tools and derivatives, as well as “smart
use” of special purpose financial entities to perform its trade.
Between 1996 and 2000, Enron’s revenues increased by more than
750 percent, rising from USD13.3 billion in 1996 to USD100.8 billion
in 2000. This extensive expansion of 65 percent per year was unprecedented in any industry, including the energy industry which typically
considered growth of 2-3 percent per year to be respectable. For just
the first nine months of 2001, Enron reported USD138.7 billion in revenues, which placed the company at the sixth position on the Fortune
Global 500. Everything was in honky dory mode.
However, towards the mid-2001 things started to rumble - some
critical analysts started to question the accounting and earnings reports of Enron - which demonstrated many potential problems; and by
the end of 2001, the whole scandal blew its top off, and the real issues
suddenly came to fore. At the bottom of things were simple: Enron
manipulated its accounts and earnings, as well as its assets - which
gave the astronomical rise of its revenues and profits; and these were
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done by creating many offshore and special purpose entities which
“cook the books” for Enron. What worse was that these activities
were in complicit support of its auditor, namely Arthur Andersen and
Co.
By the year 2001, the manipulations could no longer be sustained,
since “the real ‘cash’ earnings” got to kick in to service its debts, and
Enron could no longer raise more debts without making goods on the
current repayments of existing debts being serviced on timely manner. Since all the profits and earnings thus far are “paper profits and
earnings”, there are no real hard cash to come by. In short, the whole
“paper games” had come to a halt and the reality finally bites.
Once the news came out, and the real situation being revealed,
the stock price of Enron went diving from the height of USD83 to all
the way below USD10 per share. And when the whole news broke
out to the open, Arthur Andersen went on overdrive to “destroy” all
documents and evidences of the wrong doings. The key executives of
Enron, namely Ken Lay (the Chairman) and Jeff Skilling (the CEO),
also went overdrive to lobby for Enron’s case in Washington. The
biggest actor was Andrew Fastow, who was Enron’s CFO.
After all the dusts settled, more than USD80 billion in shares were
wiped out, and more than USD20 billion in debts were defaulted. Ken
Lay died three months after his sentencing while on vacation in Colorado; Jeff Skilling was sentenced to 24 years in prison, but got his
sentenced reduced to 14 years and will be released in 2017; Andrew
Fastow was sentenced to 10 years in jail, for which he had served six
years and now a free man. While Arthur Andersen and Company was
fined for a meager USD500,000, but its reputation was gone and had
to be closed down permanently. Most of its business were bought by
Ernst and Young.
The question that we should ask is: how could such scandals of
such magnitude could happen in the most advanced and sophisticated
market (i.e. the United States)? And if it could happen there, then
it could also happen anywhere else in the world. And it did happen
again in 2008, on an even larger scale of trillion of dollars.

Long Term Capital
Management
A CASE OF COMPLEX FINANCIAL TRANSACTIONS
AND LEVERAGE
Long-Term Capital Management L.P. (LTCM) formed in 1994,
was a fund management firm based in Greenwich, Connecticut, established by John Meriwether, a well-known bond trader from Salomon Brothers together with two Nobel Prize in Economics winners,
Myron Scholes and Robert Merton. Being the high flier of finance theorists, LTCM boasted of using complex derivative strategies to obtain
absolute-return trading strategies which beat almost any other players on the Wall Street. The strategies used were complex options and
derivatives trading programs, which capitalizing on arbitrage opportunities across assets and across currencies, globally. Based on these
strategies, and lines of credits given to them by other major financial
institutions - they generated extremely high financial returns of 20 to
25 percent per annum, which beats any other funds on Wall Street by
far and large.
In 1998, with an equity of USD4.72 billion, LTCM borrowed over
USD124.5 billion, backed by assets of around USD129 billion; which
gave a debt-to-equity ratio of over 25 to 1. Furthermore, the offbalance sheet derivative positions of LTCM at the time was having a
notional value of approximately USD1.25 trillion. It was flying high
with trillions of dollars are being staked, and many times their strategies proven them right. But what is somewhat unbeknown to them,
they actually ended up cornering the markets in some of the derivatives and finally are the price determiners rather than price takers - in
another word, they are left as the only player in that specific market
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as any other players were driven out by them.
Their trouble started with the Russian Rubble defaults in early
1997, followed by Asian Financial Crisis in late 1997 and early 1998;
since they were in fact the largest and only holder of large positions
of Rubble derivatives, LTCM ended having to eat their own pie with
nobody else to join; and thus prices of their holding went crashing
down on them. The Asian crisis further fueled their problems, which
saw their holdings of other currencies and assets to tumble down as
well. As their crisis unfolds, it was then came to the knowledge of
the New York Federal Reserve Bank (the famous Timothy Geitner
was the person in charge, then), that in fact LTCM’s position could
bring down 16 other major financial institutions. A bailout package
of USD3.6 billion was made overnight, and LTCM had to surrender
all its market positions and lost all its capital of USD4.7 billion, while
numerous other market losses were spread and shouldered by the 16
banks.
LTCM was not a case of fraud, but a case of being complex and
to outsmart the markets. It was conducted by the most capable and
smartest people in finance, and yet what carried them down is greed
and the murky world of high finance of derivatives and leverages. The
so-called high returns comes together with high risk.
The lesson is simple and clear: nobody could outsmart the market
and could claim that they could beat the market. All such claims
are either mired in extremely highly risky business of high leverage
and complex derivative structures or simply an outright fraud. If the
father of finance such as Myron Scholes and Robert C. Merton could
be fooled by the market, how could anyone else claim that they are
better than these two people. The two did eat their humble pies and
admit that they underestimate the true problems of the market. How
could anyone else claim that they could tame the market if these two
couldn’t?

Bernie Madoff
A CASE OF PONZI SCHEME
Bernard Madoff, was a former NASDAQ Chairman, and he founded
the Wall Street firm Bernard L. Madoff Investment Securities LLC in
1960. He started the scheme of arbitrage strategies in the stock markets in the early 1990s, and claimed that it gave the firms a consistent
average of 10 percent returns per annum, year in year out, regardless
of market conditions, until 2008, when suddenly the program was put
to a halt. The so-called strategies were dubbed as secret recipes of
Madoff, the “market magician” and being marketed worldwide as the
secret recipe, which no others have. Being a veteran of Wall Street,
and well connected position of being former NASDAQ Chairman, as
well as being noted as philanthropists as well as a “fighter for the Jewish” cause - allows him to attract Jews from all over the world to invest with him, beside many others. By making the Madoff Investment
Funds (labeled as MADF) to be an elite club for elite members, he focused only on high net worth investors; and by doing that he avoids
scrutiny of the Securities and Exchange Commissions (SEC) and other
regulators. In fact he never even had an investment advisory license
as required by the US securities laws. Furthermore, Madoff used elaborate network of people who collected investments into his scheme for
generous commissions; and his networks runs globally from the United
States to Europe, Israel, Latin America and including Hong Kong and
Singapore.
But what went on actually is just a simple case of Ponzi scheme
- where he collects money from newer pool of people, to pay to the
older pool of people; and no real investments were ever made. All
the monies collected were deposited and paid out of accounts in New
York’s Chase Manhattan Bank. The scheme could continue as long
as there are new investors coming in, and the old investors remains
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in the pool. But there is always a natural limit to such process. By
using a very slick approach of “disallowing” anyone who pulls out to
enter back in, and hard nose and hard pitch marketing, he keeps the
old pool of investors intact, while keep on bringing in new sets of investors for more money.
This lasted well until the US market crash in 2008, when many
investors started to demand back their money, as the general fear of
market meltdown (the big bank failures) gripped the global markets.
As the withdrawal started to mount up, and no new monies coming
in, the scheme cracked, by December 2008, only less than two hundred million dollars were left in the Chase bank account. While in the
books of Madoff, there are still more than US40 billion dollars due to
the clients. By the time it was halted, Madoff had 4,800 clients with
total clients investments of US65 billions. What’s not known to clients
were in fact, they had been easting their so-called profits out of their
own capital, since no real investments (with real returns of 10 percent
were ever made.
When all dusts settled, nothing is left to recover, almost all clients
have to totally write off their investments (of billions of dollars in some
cases), many old people who had put in their life savings lost everything they had invested in (since many rolled over their profits, year
after year), and where the real money had gone (if any), is not even
clear until today. But what is clear, the total damages were in tens of
billions of dollars.
Madoff was sentenced to 150 years in prison, and his brother was
sentenced to 10 years; his wife remained free, one of his son committed
suicide few years after his indictment and the other one died of cancer (both sons were exonerated by the US laws). While the investors
ended up as the suckers and fools, and are the real losers. That is
always the case with Ponzi schemes.
But how could such a large and massive Ponzi schemes could be
conducted out of New York, under the “eyes of the regulators” could
happened, shows that scammers are really sophisticated people, and
is capable of pulling such kind of feat. Therefore, please beware!!!

Genneva’s Gold
A CASE OF FOOLS’ GOLD
Genneva Malaysia Sdn. Bhd., was a company formed to carry out
a seemingly simple and attractive scheme - that is you can own physical gold in forms of gold bars, and earn a return that is structured
under Islamic finance of Hibah or gift schemes of about 2 to 3 percent
monthly. The Hibah is given to you, if you allow Genneva to keep the
gold bars with them, instead of keeping it with you. You seems to
carry little risks, since you owned those gold bars (albeit being kept
by Genneva), and while at it (i.e. being kept safely by Genneva) you
could earn superb returns (of 24 to 36 percent per year).
To make their scheme to be well accepted, they deployed high profile people, including Tun Dr. Mahathir to grace their program, besides having many Datuks and Datins to be their ambassadors. All in
all, Genneva managed to collect around RM10 billion of cash, which
purportedly being backed by at least similar amount of gold to be
kept in deposits. To make the schemes to be more sophisticated, they
claimed a bulk of their gold bars are deposited in Hong Kong or some
other safe places (which makes it beyond the reach of Malaysian authorities, as they claimed it).
The scheme started around 2010, and caught on fire through social
media, until Bank Negara Malaysia moved in on them in 2012, which
puts the whole scheme to a halt. When BNM reined on them, some of
Gennevas propagators cried foul, that the authorities are the cause of
their downfall and cause them to be unable to return back the gold to
the investors. What is unbeknown to most is that Genneva is nothing
more than a Ponzi scheme just like Madoff was. Until today, it is not
clear how much gold was there in the scheme, which I doubt to be
much more than RM1 billion worth (if any). The rest of the monies
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are the so-called profits to be paid to old pool of people from monies
collected from new pool of people.
What was done, is to “recycle” the same gold bars between different people, as there were real markings (at least to the investor’s
knowledge) that each bars are uniquely owned by them. Certificates
or papers issued by Genneva doesn’t not worth anything, if any. And
if anyone could imagine, gold bars worth RM10 billion is about anywhere between 50 to 60 tons of gold. Even Bank Negara couldn’t
keep such amount of physical gold. How could Genneva, with office in
Jalan Kuchai Lama could do that (i.e. keeping that much of physical
gold)? In reality was, nobody cares too much about that, they were
chasing the “profits’, which means in three years, they could double
their money!!!
But if we go by the logic - how could gold produce so much profits? It is an absolute impossibility, and even if the Genneva people
run “Along” business at their back, they couldn’t achieve such returns. Which then makes it obvious that it was nothing more than a
Ponzi scheme with the gold twist to it. Gold is to fool the eye of the
beholder, and high returns was the source of pull.
The end of the saga is not far from Madoff case or any other Ponzi
scheme cases; few people might take the blame and will go to jail
(may be), while the rests who benefited would be squat free, and the
investors at large are the losers. What makes Genneva Gold to be a
bit tricky was, it roped in so many people, with all levels and positions
to benefit from the scheme, that it is extremely hard to pin-point who
were the mastermind (like Madoff), as there were none to be visible.
The court case could take tens of years before it could be resolved. And
in the meantime, the investors are the clear losers. All are scammed
because of what gold could do to you - fooling you.

Banking Instruments
A CASE OF FRAUDULENT PAPERS
Many of you may have heard of programs for issuance of banking instruments such as Bank Guarantees (BGs) or Standby Letter of
Credits (SBLCs), Blocked Funds and so on, which would involve some
forms of SWIFT messages with various MT headings. SWIFT stood
for Society for the Worldwide Interbank Financial Telecommunication,
which is the communication platforms established between banks and
financial institutions; and MT stood for message type with various
numbers starting from 101 until 950. Each numbers stood for various
types of transactions. The first issue that needs to be understood is
SWIFT messages are to be used between banks and financial institutions; and never meant for any non-financial institutions parties. Any
non-bank parties could only be a part of the messages as clients of
those banks. There are nothing magical about SWIFT messages and
the BGs or SBLCs issued through the SWIFT systems.
Despite of all of these, many individuals who would go around and
claimed that they could procure such banking instruments, and they
would go through elaborate schemes of how it could be done. True
enough it could be done, but at what costs? The scheme will start with
what is called as the Providers, who have offices being set in places
such as London or New York or other major centers. These Providers
are nothing more than an office with a phone line with some strange
names such as Peter Strong or alike. The companies itself are nothing
more than a two dollar company established out of some offshore jurisdictions, with familiar sounding names such as EURO Financial or
alike. These Providers then have their own elaborate sets of Agents who had exclusive access to these Providers; and hence no one could
get in touch directly with the Providers unless it is through their
Agents. The agents could also carry some weights to their accolades
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such as law firms or financial advisory firms.
The real catch is the upfront fees that they will ask before any
issuance are to be made. With some fees paid, then a person can
make due diligence by then contacting the Providers directly. The
Providers then would provide some banking coordinates and other coordinates for the transaction to take place; and this would include the
receiving parties banking coordinates and other coordinates to be exchanged. Whatever being provided by the Providers could be verified
to be true (i.e. such banks exists and such contact persons exists). As
an example would be, the Provider claim that the BG will be issued
by HSBC London, with the account name of such and such; and the
person who controls the account are of such and such names. If you
could verify that, you will find that it could be true.
Furthermore, the Agent or Provider will provide of the so-called
verbiage of the BGs or SBLCs, which are of standard verbiage; such
as it would be irrevocable, valid for one year and one day from the
date of issuance, conforms to the ICC 500 (International Chamber
of Commerce code 500), or to INCOTERMS (International Commercial Terms) standards, and so on. So far everything had been rather
smooth. Then comes the terms of the borrowing fees for the BGs or
the SBLCs. This is where things starts to get murky. They would
claim that you have to pay a fee for them to lend you the BG or
SBLC, and that would be in the range of as low as 4 percent to as
high as 15 percent of the face value. At this stage, some of the people
would drop away, since they do not have any capacity to go on further,
and would rather lose the small upfront fees that they have paid. But
the scams does not stop here. For those who are capable and willing
to pay the fees (i.e. those who are really desperate), then they would
go on to say that those fees must be paid based on some interbank
SWIFT payment methods, such as MT103. The logic, they say is to
ensure that the fees will be received by them for sure, because once
the BG or SBLC is issued by them, they are no longer revocable.
Some smarter people then would request them for what is called as
test SWIFT messages between the Provider’s bank and the receiver’s
bank. They would come back and say that yes; but only after first the
Receiver’s bank must confirm the RWA (Ready-Willing-Able) SWIFT

message to their bank; meaning, the money for the fees are available
to be remitted to their bank. If such message are finally sent by the
Receivers bank, then they know that this guy is serious and have
money to transact; they will then go on into a higher spin. And this
would be by saying that they need to switch the issuing bank, to be
not the same as the banking coordinates that they have given before.
They will give many reasons, such as the allocations that were made
earlier had been taken up due to the delays in the receiving parties
confirmations process and so on.
Should the receiver is still willing to go on, then they would proceed by some new additional terms and conditions in the transfer of
fees - such as providing new coordinates and beneficiaries. And finally,
if all still continue, then they would finally issue some SWIFT messages from some other banks or institutions that you have never heard
off, such as some banks from Cyprus or Ukraine or some other unfamiliar places. The so-called banks are not even worthy to be called
a bank, but since they have SWIFT messages systems, they would
do so, at the behest of these people for some fees, with no liability
on them. What they do is only to be a post office to deliver such
messages. Some smarter schemes would involve these unknown banks
to issue SWIFT messages to big banks, and the big banks are to relay those messages to other banks and thus created the idea that
the SWIFT is from the big bank; whereas the big banks are nothing
more than a post office relaying the messages that they have received.
There are so many other modes of these schemes that it might
even took me a whole book to write about them. The bottom line is
these are scammers, fishing for the fees that they could scoop from
unsuspecting people. At the bottom, they will scoop some small fees
for those who are greedy, and thinking of how to get into the world
of high finance. For those people, the fees are what they pay to learn
not to be greedy. Then the second set are people who are in desperate
needs of fund raising; for them the chance of raising money unconventionally seems to be very lucrative. And they have some money to
spend on that. They would be the bigger scoop for these scammers.
And finally, those who are both greedy and desperate, they would go
on with the schemes even further, and they would be the biggest scoop
for these scammers.

For the sake of fun, I did try myself to engage with some of these
so-called Agents and did made contacts with the so-called Providers.
My purpose was to understand and see how deep these operations are.
And to my astonishment, these people are quite elaborate and their
networks are quite sophisticated. Some with Agents in Rome, Italy,
law firm brokers in Dubai, the Providers office in Central London,
which is traceable to only a phone number of an office suite, with real
people at the end of the line should you call on them. And the “higher
level providers” are based in New York. Their so-called banking coordinates looks real, with company names that could be checked upon
in Bloomberg screens and so on. The people signing the agreements
are with proper passport and addresses, but if you do a search on
them, you couldn’t find anything about them. The Bloomberg screen
is neat, since unknown to most, that you could apply to get a CUSIP
number (securities ID number) and apply them to be listed on the
Bloomberg screen for a small fee. What is not clear to most, is that
many of these so-called privately traded or OTC traded securities are
listed on Bloomberg; and very likely that some of them were never
traded at all, and in fact they exists only as an item with CUSIP
number without it being a real securities that being actually traded.
Bloomberg or any other screens like EuroClear, are not responsible for
these “securities”, the traders are.
I hope what I had explained clarified to you what I had said, “layers of layers” in finance world, could spells lots of trouble for anyone
to understand see what’s real and what’s bogus or frauds. Some of the
bogus items are not by itself fraud, but whatever the schemes behind
it are.
The bottom line is simple: get your bank to do the work. If you
don’t have such facility with your bank, then forget the whole thing;
and even if you have such facility with your bank, very likely your bank
can fulfill whatever that you need without resorting to these “high
world of finance”. And even if you press further and if your banker
are honest people, they will say to you that this BGs or SBLCs by
these so-called non-bank providers are all hoaxes. Banks do work on
BGs or SBLCs but through proper credit process, and not through
any short cuts as promised by these so-called Providers.

High Yield Investment
Programs
A CASE OF FEEDING THE GREEDY
WITH SMALL BAITS
The case of High Yield Investment Programs or HYIPs actually
started with Madoff, when in the mid-90s, there were a number of
Madoff brokers started to market Madoff investments as high yield
income investments. Taking off from the same idea, some scammers
started to create some story about Federal Reserve Bank’s operations
of a non-functional PPP (Public-Private-Partnership) program (which
actually exists in the 50s or 60s). The basic idea is you need to be initiated to enter such exclusive programs for selected elites of financial
people.
If you are a member, then you could trade in what is called as High
Yield Investment Programs (or HYIPs). As to what exactly HYIPs
itself are in fact quite unclear, except that claims of some forms of special financial instruments involving US T-Bills or T-Notes auctions, as
well as some capital guaranteed schemes. The idea here is to make the
subject of investments to be as hazy and ubiquitous as possible, while
sound extremely complex and at the same time to emphasize on the
exclusivity aspect of being a member.
In fact, you may need not invest in anything, but by paying some
fees, you will be initiated into such elite group. Depending on how the
scheme is being done and where, the fees could be as small as few thousand dollars, but could be as high as few million dollars, depending
on whom being scammed. To make the scam looks legitimate, they
would require a certain rigorous process of proving your worth and
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you are taught that somehow you could fake your worth and yet be
qualified. The person would then teach you how to fake such process,
by buying some other so-called investments, where small amounts are
only needed, since they would claim that it is a leveraged structure of
say 100 times (i.e. a 10,000 investments would worth 1,000,000). This
way, despite not having 1 million, with only 10,000 you could qualify.
In fact the variations of these HYIPs, or PPPs or any other scams
like it are so many. It gains popularity in late 90s until mid-2000s.
The marketeers of such programs were quite well known people in
their communities, and in fact shown to be “financially sophisticated”
and “capable”. Behind these so-called HYIPs or PPPs, lies many
international criminal enterprises from the Russian Mafias, to drug
traffickers from Latin America. Quite a number of the program could
well be channels for them to launder their monies globally, through
well sounded charities and foundations, established in London, Rome,
Austria, and many others. it was quite well-known that at sometime, Vienna was the center for Russian oligarch’s money outside Russia. Names like Winter Bank of Austria came to fore. Some of the
Ukrainian banks were also involved. These names and people are by
any means, no small feat. They are serious and large players in money
movements. What these people do could be true and exists (i.e. the
so-called created PPPs or HYIPs), but in no way it is meant for people
like you and me.
The bottom line is simple: some people are scamming some other
people who are greedy and willing to pay a small bait for it. At
the end of the day, HYIPs or anything like it, under whatever strange
names being offered to novice players are nothing more than scammers
looking for fees to be scooped. I hope that this message is driven
home!!!

Forex Trading
A CASE OF REAL THING
BEING CAMOUFLAGED IN FRAUDS
Trading in Foreign Exchange market or FOREX trading exists and
is a real and true market; there is nothing fraudulent about it. In fact,
as I mentioned earlier, there is more than USD3 trillion being traded
in the FOREX market every day. It is a huge market and highly
liquid market, but also it is a highly risky market. FOREX market
is the most volatile of all financial markets, much more volatile than
the stock markets. Furthermore, it is a very complicated and complex markets; even the most skilled traders couldn’t possible predict
with certainty where the markets will move, and by how much. Given
such complicity comes the lure; that is the lure of making it “big” in
FOREX trading. The lure is where the frauds starts.
Frauds on Forex trading schemes starts with claims of discovery of
some trading methods that could consistently rewards the trader with
good returns, such as 3 to 4 percent per month on average. This is
backed by their so-called track records over the past many months or
years. With such claims, then they would lure others to invest in such
programs. And by the end of a month, they would produce reports
of such returns to the investors; which then became testimonies for
other investors. The game could go on for a while, until the amount
of collected investments are large. By then, the program would either
claimed to be closed, since it couldn’t take much more investments,
and suddenly due to some event such as market crash or whatsoever,
they would claim that investments were lost in that sudden moment.
The twist could go on in few other ways. This is one of the usual way.
The truth is, such returns that they claimed could be achieved, but
on a more volatile trends, such as up 10 percent in a month, down 15
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percent next month, and up again by 20 percent and so on. Nothing
is really smooth and far from being guaranteed. When you take all of
that over a period of time, the average could be anywhere from -5 to
+5 percent per month, depending on actual market conditions. This
is what the big currency traders actually observed and realized. A
very volatile ups and downs, and a very big swings in the cumulative
returns. The logic is, if someone actually can consistently attained 4
percent returns per month, why would he want to share it with others. As most traders know, any winning strategies are kept secret to
themselves and not even shared with any other trader. So why then
someone wants to pronounce that they are getting such returns if
not because of trying to lure others? In short frauds based on false
pretenses.
The schemes came in many in many titles, such as “Binary options”
trading, “Fibonacci” trading, “Wavelet” trading, and so on; and after
a while I myself got lost into what other names could be “cooked”
up by these people. But let us get to the bottom of the subject: any
Forex trading must use a certain Forex platforms, as they called it,
which is nothing more than a licensed company to trade in Forex,
and they exists in many jurisdictions (including Malaysia, through
Labuan Offshore Center). A person, must then open an account with
them by depositing some money with them, which could be as low as
USD1,000. What they would offer then (for larger deposits) is that
you could trade for your own account, and a credit line of typically in
20 times multiples, is extended to your account. But you must trade it
on their platform (i.e. their websites or on-line portals). You are given
the password to your account, and then you can start. You could do
it from anywhere as long as you have Internet access with your laptop.
Normally, in early days, you would get some profits, and at times
it could be as high as 10 percent per day (on some days). You then
would start to feel comfortable with your trades and your strategies.
You start to take bigger positions and more positions. And then again
you get some good results. You do this by using some of their suggested “strategies” such as the “Binary” or whatchamacallit strategies
they proposed. This makes you even more confident with them; and
more likely you would tell others and start to collect money from others to “join” you in the trades. You started to play bigger amounts,

and becomes more active in your trades. Some days you will lose some,
but some days you make it big. And to optimize your positions, you
will use up all the credit lines extended (i.e. which could even go up
to 50 times your capital). You became over confident and started to
play with the market with lots of ease.
Suddenly, out of the blue and unbeknown to you, during a very
short time, almost split seconds, some of your large positions ended
up losing big amount of money. Due to your confidence and chasing
some higher gains, you forgot even to cover your positions (i.e. hedge
it on the down side). Or for that matter, you never want to cover
the position since that’s the only way you can gain big. And during
that short milliseconds of events, you couldn’t wind-up your position
in time, as you normally would. What did happen? You are dumbfounded.
Let me then explain what went on behind the scene of what’s going
on. The platform you trade on are computerized platforms, and it is
built by the company that you open your account with. The truth
is you never really know whether what’s being “published” on your
screens as the real numbers or is it being “generated” by computer
programs that runs the platforms. It is very unlikely that the platform
have any direct and real live connection to the “big forex” traders in
London, New York or wherever they are. Behind those programs,
the platforms have built in “robots” who could “study” your moves.
These “robots” purposely gave you positive returns, to lure you deeper
inside. You can’t tell what’s going on because what you see is only
what’s there on your screen, and nothing else. Off course, the numbers
looks real, because those programs do take live feeds from the markets;
but the dips and ups, are all simulated and generated by the internal
programs, rather than the real market. These are the ones that had
eaten you up. Finally, you lose your total capital (if not all, most of
it), and you ended up closing your accounts, and they will hunt for
the next victims. What they had done are not “illegal” since when
you sign up for your accounts, you had agreed with anything they
required. Furthermore, who could get you to trade in these markets
designed only for big players, and they even extended to you “big”
credit lines, which otherwise you couldn’t get it anywhere else? You
ended up as loser, and they are the real winner!!!

Islamic Gold Dinar
A CASE OF CAPITALIZING
ON RELIGIOUS SENTIMENTS
While gold already has its own appeals, the Gold Dinar had more
than just gold appeal to it: religious sentiments and beliefs. But what
make Gold Dinar more special than normal gold? It carries some premiums for having the Dinar name attached to it; and therefore it is
expected that whoever selling Gold Dinars to receive a bit of extra
payments above standard gold prices for having the gold to be minted
as Dinar. But the logic is, gold, as any form of gold, whether it is
in gold bar form, or in form of minted coins, should carry the same
value. Hence, what is the fuss that Gold Dinar is all about?
It is about feeding onto the religious sentiment which claims that
you are dealing with the true currency of Islam. But is it true that the
real currency in Islam is the Gold Dinar (or Silver Dirham)? What
surprises me is that many don’t even realize that the word Dinar itself
was not even an original Arabic word, and in fact it is borrowed from
the Greek’s Denarius. Before Islam came to be, gold coins were the
currencies of the Roman Empire, and silver coins were the currencies
of the Persian Empire. Islam came to borrow the practices of these
two preceding civilizations which were dominant at the time. So what
is so unique about any gold coins or silver coins to Islam? None.
The real question that beg some answers is what should be the
character of Islamic currencies? Gold coins (or Islamic Gold Dinars)
that were minted by various Caliphates are nothing more than a unit
of account and a medium of exchange. Which is exactly what any form
of currencies today do. What Islamic Gold Dinars didn’t do was to
be a unit of storage of value; that is monies do not earn more monies,
due to prohibition of Riba.
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Historically it had been proven that the world’s experiments with
“gold backed” monetary systems had so far proven to be disastrous.
The last one being the break-ups of the Bretton Woods Agreements in
1973, by the American administration, since as Woodrow Wilson puts
it: “the gold standard had effectively puts America on the gold cross”.
(i.e. means America was crucified by the gold standards). Few hundred years before that the Spanish government faced almost the same
predicament (during the Spanish conquest of Latin America). And
today, no economist in their right mind, want to propose the returns
to the gold standard, save for few ultra right Libertarian economists
from the remnants of the Austrian School of Economics, which are
now defunct.
Today, any calls to the return to the gold standard would be
laughed at, and no sound economists would take up the issue seriously. Gold today, is one of the most volatile asset class, even more
volatile than any major currencies such as US Dollar or the Euro.
Gold, historically are at least three times more volatile than the US
Dollar. Gold, if used other than as precious metal, such as currencies, would be deflationary (i.e. its prices will keep on increasing),
due to the limited supply of gold and rising demands for it. Once it
becomes deflationary, the available supply would become even lesser,
since people would then hoard more gold, which then feeds an even
bigger deflationary trends - until it would come to a point that its
prices are no longer sustainable, and hence would no longer be suitable to be used as currencies.
Most people miss the major point that during the time of Islamic
Civilization, gold was not the only currencies that were used; in fact
China was using paper currencies, Malacca was using tin as its currencies (as an Islamic Empire), and so were many other civilizations
were using whatever that were suitable for them to use as currencies.
In fact during those times, the gold coins were valued even lower than
the actual value of gold in non-coin forms. Otherwise, people would
melt the coins and sell them as gold instead of coins. And in fact,
once gold was used as coins, what matters were the values attached to
those coins and not the value of the gold that it carries. Since during
those times, gold had no other uses (compared to copper or bronze),

the value of gold were stable, and hence suitable to be used as currencies. That was the sole and main reason why Gold Dinars were minted
and used: stability of values. And since the economies were not that
monetized, the duties of the government was to make sure that there
are enough coins in circulation sufficient to meet the daily demands
for daily exchanges and transactions. Furthermore, since monies does
not give birth (i.e. create) more monies, there were no incentives to
hoard Gold Dinars, and hence supplies were not in jeopardy.7
The point that I am driving here is that what are the economic
justifications of having Gold Dinars as a currency? As far as gold as
an asset class, it remains true and whatever it gives as returns or any
other functions remains the same, as Gold should be whether it is
minted as Gold Dinar or as plain gold bar, or even as gold necklaces
should be. There are no difference in them - at least as far its economic
values are concerned. I could only conclude that any hype on Gold
Dinars are just nothing more than what it is - just a hype. In fact, it
would be better off to treat such matters as any normal investment in
gold that is to hold physical gold. Any gold certificates would carry
additional risk that you might want to avoid (even with some of the
big name banks).
Then the big question is why there are so many people and very
“reputable” people with “religious” credentials are calling for people
to “invest” and “hold” Gold Dinars? First, I would say that whoever
they are, they must be doing the minting business; because surely
otherwise it would be better off for them just to simply ask people to
“invest” in gold, whatever they are, and readily minted gold coins and
bars (such as the American Eagle, or Australian Mint, Bank Negara
Kijang Emas, as well as Indonesia’s Logam Mulia) are quite easy to
get a hold off. Therefore, in order not to confuse people, I would
rather advise that it is best not to bother people too much with these
Gold Dinars thing. It is better for people to just stick to gold rather
than fancy names, such as Kelantan Dinar or anything like it.

7

The analysis of these issues could be read from The Muqaddimah of Ibnu Khaldun and Al
Waqidi’s history of the Muslim empires of North Africa and Cordoba (Spain)

Multi Level Marketing
QUICK RICH SCHEMES IN ANOTHER NAME
Multi-level marketing or MLM had gain much popularities of late
due to many schemes that were launched and due to success of some
schemes led to many others to follow the band wagon. The actual
figures of MLM activities in Malaysia is hard to know, but it could be
anywhere between RM1 billion to RM5 billion per year. The number
of companies involved in MLM activities could be in the range of more
than 100 active companies currently in operations.
First, we have to differentiate between a genuine MLM versus the
quick rich MLM schemes. Genuine MLM companies are with genuine
and proven products, and had been in the market for quite a long
time (for example more than 20 years); and these companies never
promised anything of any get rich schemes of any sort. They are just
plain product selling, with agents carrying out the sales on their behalf. And normally, they are not multi-level, but rather comprise of
only one level and hence we better termed them as a direct-selling
companies as exactly the license for direct selling in Malaysia was
meant to be. The only comment that I have about these companies is
quite simple: while the products being marketed are reasonably good,
they are selling them at high premiums. In fact you could find similar
or comparable products (such as Coway water filters) for not even one
third of the price. The only added value that such companies offer is
the so-called easy payment plans; which if you calculate the effective
rates that they are getting is extremely exorbitant. They need these
to pay for their agents and sales people, who are the major part of
their ecosystems. My advice is: you are better off to buy for cash,
since the real costs of whatever you buy are quite affordable in cash.
Otherwise, avoid it all together.
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The other group of MLM companies are what I would call as trueblue MLM companies - which are multi-layered organizations with
sales team to be multi-tiered, and rewards would also be tied to such
structures. These companies have no real product to begin with, and
any products are just being hyped as an instruments of sales. The real
game is the money game. In fact the sales pitch that they will use
is: how a person could become rich by being part of the MLM game.
How someone could earn five digits income per month, by just being
part of the network.
What’s not being understood is - money do not grow on trees.
What MLM game is doing is sucking money from the bottom of the
pyramid to the top. Whoever is on the top level of the pyramids will
gain at the expense of the larger pool of people at the bottom. It is
what we called as zero-sum game. It is another form of Ponzi scheme
(as Madoff did), and at the bottom of it, it is a form of scamming
people.
The question is how could they do these legally? There are many
ways and answers to that: first, they are licensed under the direct
selling act, which means they are legally organized. They have their
products registered with KDNKK, and all other sorts of registrations
(such as with KMM in case of health products). All these process of
registrations are easy and could be done without much problem. What
is untold or not explained is the “money part”. Products that could
be worth RM100 could be sold for more than RM1,000? How could
this be? It is all about packaging and marketing slews. For example,
I found out that most of the cosmetics of so-called “health” products,
made extravagant claims of “anti-cancer”, solving all sorts of chronic
diseases such as diabetics, high blood, and so on. There were no real
proof to back all these up.
There are also other forms of MLM, which products are not the
sole elements of the game: they called it “money game”. Whereby
money were “invested” and out of that more money would grew as
more people entered the “game”. This type of MLM are clearly illegal
and it is nothing more than the Ponzi game as explained earlier.

Liberty Reserve
A CASE OF DIGITAL CURRENCY
AND HARDCORE MONEY LAUNDRY
In this section, I would like to bring another example as a case;
even though it may not be as relevant for Asia, but the case is an
important one, since it involves modern technology of the Internet.
Liberty Reserve is one of the largest money laundry case which ended
up its founder and operator, Arthur Budovsky to receive the sentence of 20 years in the US prison. Liberty Reserve was a Costa Rica
based centralized digital currency service, with more than one million
users from all parts of the world. It operates only through its website
and bank accounts in Costa Rica, and web of bank accounts all over
the world. Anyone could open a so-called digital currency account
with them by just providing a name, email address and a birth date whether those details are true or fictitious, is not important for Liberty
Reserve. While being hyped as digital currency and technologically
advanced - the Liberty Reserve schemes are plain simple - nothing
more than sending and receiving money through bank accounts for
its clients; and for these services it will charge anywhere from 1 percent to as high as 20 percent, depending on the cases, as commissions.
Since, they do not care about the people involved, it became a perfect
haven for most criminals and money launderers, as their go-between
remittance agents.
Before being caught and closed down in 2013, Liberty Reserve
managed to processed an estimated amount of USD6 billion of money
transfers; it became a haven for many of the so-called High Yield Investment Programs, as well as Providers of BGs and SBLCs to receive
their fees; it was the favorite of many MLM companies to transfer and
hide their monies away; and all sorts of other things. In another word,
it became the kitchen-sink of criminals and people who are hiding the
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real activities.
The reason I brought the case of Liberty Reserve here is to inform
and show that most of the scammers do have their ways of how to
hide and stash away their monies before the collapse of any schemes.
While Liberty Reserve had been shut down, we still do not know how
many more such entities exists out there to assists scammers run away
with the money stolen from other people.
For this i would like to bring the attention of the readers to a very
old subject of “money laundry”; and the best book that describes this
a book by the title of “The Sink”.8 . Money laundry is as old of a
subject as finance itself. it was used to finance many guerrilla warfares in Central America by the CIA and the so-called Iran-Contra
affairs. And today, the hottest subject is kleptocracy as well as terrorism based funding. The recently “discovered” Panama Papers also
demonstrate the depth and seriousness of the subject. The question is:
why do people want to laundry the monies? The main answer is that
it was ill gotten monies to begin with. Otherwise, why should anyone
want to hide their monies, in all sorts of strange and unfamiliar places.
Money laundry is at the core of the operations of the Dark World
of Finance. As the world of finance grew, so does the needs of money
laundry grew. Enron is a clear case of money laundry by using all
sorts of offshore special entities. Bernie Madoff was a case of money
laundry right in the center of financial services of New York and Wall
Street. Illegal gambling and most of on-line gambling sites involved
in some form of money laundry. Most of the scammers would launder
whatever cash that they had raised, so that it will be beyond the reach
of any local authorities. The problem is, it is so easy to launder money.
There are one thousand and one ways to do it. It is just a question of
whether the person have enough at stakes to do it. No matter what
regulations are being put in place, the launderers do have the ways
and means to do it. In a nutshell, the scammers will always find ways
to run away with the ill gotten monies that they had collected from the
so-called investors. These investors would never have any effective way
to recover whatever had been taken, since all of the monies already
gone into The Sink.
8

See The Sink by Jeffrey Robinson

Dark Markets
A CASE OF OPAQUE MARKETS
In most of financial markets there exists what is called as over
the-counter (OTC) markets. For examples most of the bonds and
SWAPS are executed through OTC markets, whereby they are executed between counter-parties on a willing-buyer and willing-seller
basis. Prices and volumes are generally not revealed to the open market, and the deal is kept in the books between the counter-parties.
Due to such arrangements, the market is rather opaque and pricing
mechanisms could well vary from trade to trade and players to players.
The largest of this market is the interbank market in New York, London and other major financial centers, where daily trillions of dollars
are being transacted. In smaller market like Malaysia, most of debt
securities are traded on an OTC market, and in some ways, stocks
listed on Bursa Malaysia Ace market could be classified as an OTC
type market.
There is nothing wrong with OTC markets, in fact it performs
some functions of financial trading activities which otherwise couldn’t
be possible. The problem is the size of OTC markets had grown too
large (in terms of total transaction value) and it’s opacity. During
the crash of US financial market in 2008, the first market to collapse
is the interbank OTC market. Similarly, prior to that LTCM (as explained before) collapse because almost all of their positions were in
OTC markets. ENRON, traded heavily on what is now known to
be fictitious OTC market. Similarly, many bonds are issued through
book runners in OTC markets. And the main issue at the core of it,
OTC market is not even really a market at all, since it is very hard
and almost impossible to regulate them perfectly.
In the case of OTC market for stocks (like the OTC share market
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in the US or Ace market in Malaysia), the problem lies in the illiquid
securities and shares. The issue is since they are very illiquid, it is
extremely easy for any parties to corner the shares and manipulate
the prices; or if they are to be sold down, or positions needed to be
unwound in a sudden or in a big way, it causes prices to change drastically, which what most termed as the “worst case scenarios”.
The worst case did actually happened during the run-up to the
global financial market meltdown in 2008; when Lehman Brothers
collapse followed by many other collapse of big banks, which are now
termed as the “Too Big to Fail Banks” - and failed they did. What
happened was these banks and many of the so-called shadow banks in
the global financial worlds were holding too many complex positions,
and when the need to unwind these positions, it wasn’t easy to price
them and closed the positions without any major glitch on the market.
Especially if all of them had to be unwound at the same time. Since
most of them were priced based on certain formulas which are interrelated to each other (we call it correlations), then any mark-down (in
a mark-to-market situations), would cause others to be mark-down
as well; and the whole thing cause contagion to other positions, and
so on. Finally, it was a blood-bath, as everyone rush to exit at the
same door within a short time. The total losses were staggering ten
of trillions of dollars globally.
That’s why as some people termed it, these OTC and interbank
markets could be called “the Dark Markets” 9 , as the true situation is
so opaque and deep that not even anyone, including the regulators to
have a clear indication of what could happen and what kind of effects
they could bring. The word of caution that I have is simple: OTC
markets, which really means unregulated or loosely regulated markets
of any form, is not for any normal investors; its presence is a real
danger and a major source of financial instabilities and meltdowns.
And we must understand that any forms of mentions of the word
OTC market means that it is not really a market at all.

9

See The Dark Markets by Prof. Darrel Duffie

Part III

Remedies to the Dark
Finance
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Remedies?
THERE ARE NO REAL REMEDIES,
EXCEPT GOOD HEURISTICS
Honestly, I don’t think that there are any real effective remedies
to these Dark World of Finance, except to rely on simple age old
heuristics that had kept our forefathers safe for generations. Namely,
it is the question of our own character and behaviors. Some of the
most successful people in finance, like Warren Buffet, sticks clearly to
what he knows and understood. If a company that shows complex and
elaborate schemes of what their business model is, then Buffet would
simply avoids them, doesn’t matter what promises it gave and what
others are saying about them. Despite being cautious still Buffet’s
investment got stung here and there, but never to be fatal.
Among examples of simple heuristic is never to rush things, and
especially never to part away with monies easily. Money going out
is always a one way street; it would never come back in a short time
from the same direction that it went. And if it does ever come back, it
would take a long round about before it reaches you back. Sometimes,
it comes back more, and many times it comes back less. Therefore,
think carefully on how it would come back, before you let it go out. If
the logics are too cumbersome and not understood clearly (i.e. being
layered with many explanations), then it must be understood that the
money is going through a large roundabout with many detours along
the way. Very likely that it would never find its way back to you.
People would only be giving back the money to you if they are
forced to; otherwise, they never would do it voluntarily. Promises of
altruism and honesty are just being used as camouflage of their true
self - that is selfish and greedy. There are so many methods of psychologically manipulating people, and these scammers are very good at
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it. Therefore, be always on guard, and be aware of even your closest
associates or friends, because they could even be used unknowingly by
these scammers.
There are many other heuristics that we could use - but all boils
down only to one thing - self-restraint and discipline. No money could
be earned except through the hard way. All the glittery promises of
gold and glory are nothing more than chasing rainbows. Risk and
returns are the evil twins - promise of high returns always comes together with much higher risk of losing everything.
Among the oft quoted statements in finance is: there are no free
lunch. What it means is nobody will give you their profits to you
easily. If they got something, very likely they will hide it for themselves and try to capitalize it to the maximum. There are no reasons
for them to share it with others. And if you want to get profits from
your investments, you have to sweat it out yourself; you have to bite
your own loses as well as keeping your gains. It is beyond any logical
comprehension why people who found investments opportunities that
gave exorbitant returns to share it with others; as you would also do
the same if you found one.
In Islam, the heuristics is la ghanamun bi la ghurum’ - which means
there no gain without any pain; gains and pains comes together. How
could you earn 3 to 4 percent per month by just sitting down? That
is too easy. And in Islam, investments generally must be based on
assets - that is assets generates returns; and not money generates
money. Money generates money is Ribawi. And Riba burns, while
Sadaqat grows. That’s why most of the schemes will end up burning
the participants - because they are involved in Ribawi activities; and
it doesn’t matter what terminologies being used: such as Hibah, Gold
Dinars, etc., to make it sound Islamic. What’s important is the basis
of it.

KISS?
KEEPING THINGS SIMPLE
KISS is an acronym for Keep It Simple, Stupid, which is actually a
major tenet for the design principle for any systems. The KISS principle states that most systems work best if they are kept simple rather
than be made unnecessarily complicated; therefore simplicity should
be the main objective and unnecessary complexity should be avoided.
Any forms of scams involved some layering of information and process,
therefore involving deliberate layering of complexities to hide the real
truth behind them - namely the scams; and therefore must be avoided.
A simple example that I have mentioned before, like in the case
of gold investments: the best strategy would be just buying gold bars
and keeping them physically. That is the KISS principle. For stock
market investments it would be best to buy unit trusts organized by
any of the big banks and just perform a buy and hold strategy. For
any forms of banking instruments - let your bank handle it and don’t
try to outsmart yourself in it. Any promise of high returns entails high
risks, and it is never meant for any non-specialists. And since you are
not a specialists, you are not in any position to tell whether someone who claims to be a specialists is really a specialists or simply just
charlatans posing as specialists. Therefore you shall avoid any forms
dealings in specialists markets (e.g. Forex market, OTC market, etc.).
Ask for simple explanations to anything financial being laid in front
of you. Get the basic logics of it, and not the large roundabout way
of explanations. What can’t be explained in simple language in five
minutes that you can understand, is definitely NOT for you; doesn’t
matter how attractive they seems to be. Most things that glitters are
NOT Gold.
The KISS principles will save you and help you a lot.
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Trust?
TRUST IS PRECIOUS,
AND IT COMES IN MANY SHADES AND FORMS
Don’t simply trust anyone, even if they are very close to you. The
people who try to impress that they are trustworthy are very likely
untrustworthy. Similarly, anyone challenging you on trusting them are
likely to be untrustworthy. Trust is earned, not given. Furthermore,
some people could be trusted in one thing, but can’t be trusted in another thing. For example an Ustaz could be trusted with teaching Al
Quran, but should not be trusted with money. They are knowledgeable
about Al Quran, but poorly trained on money matters. Some people
that could be trusted with money, could deal with small amount of
money, but not with large amount of money. And I could bring on
many other examples. The basic point is: there are many forms, levels
and shades of trusts. The problem is when we put the word trust in
one big basket. Once someone could be trusted with one thing, he
could trusted with everything. That is the fallacy.
When comes to trusting someone with money - it is the last thing
that anyone should do, and never get it mixed up with any other forms
of activities. In fact monies should be kept in separate from most of
other activities despite being an important element. For example,
business relations should first relates to the subject of business rather
than subject of money. If there are no common denominators for business relation except for money, then the relationship is doomed and
shouldn’t be pursued.
We shouldn’t trust someone because of his money. For example,
most people think in terms of trusting a person based on the car that
he drives, or the watch that he wears, or the clothes that he dress,
and the house that he lives in. The reality is all of those things could
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be made up, and a facade that had been set deliberately. Trust is not
based on the appearance, but on long term relations that being built
upon. Most MLM schemes played well on this themes of showing and
splashing wealth and glory of its leaders and hence they are trustworthy.
Another issue related to trust, is the system itself. If the systems
are flawed, then we couldn’t even trust the system; and in the case
of the Dark World of Finance, as I have mentioned, the systems are
flawed everywhere. It is flawed even in the biggest financial center
of the World, New York and Wall Street; how could we trust any
other lesser degree financial systems? How could we trust very young
people who had almost little or no experience in the markets to deal
with large amount of monies (such as the case in most Forex trading
schemes)?
Trust is extremely precious - and could only be given extremely
rarely and very selectively, and it must be earned, not simply given.

Experts?
READ AND THINK
Most people are lazy to read, and even much lazier to use their
brain to think. People like to be spoon fed with information, and
would tend to take those information on its face value. All what I
have written thus far are available everywhere in form of books, articles, blogs, and so many other sources of reading materials. If you
read them, then you would be enlightened as to what these so called
Dark World of Finance is all about. In fact, the problem lies not in its
darkness, but the sheer ignorance of us because of our laziness to read
and to think. Basic finance is not that hard, and it is based on simple
logics. It is neither magical nor mythical, it is also neither complex
nor sophisticated. What is harder are the financial transactions for
the financial institutions and sophisticated investors - of which none
of them should be dealt with and is not even related to 99 percent of
the population.
Financial economics, as I would like to term it, is actually a very
demanding field. It is among the hardest field in economics as it demands high quantitative skills and reasoning. Books of financial economics are mired with mathematical equations that would be beyond
anyone with basic maths and economics. But we have to admit that
even people who are highly trained in financial economics found that
the subject of complex and higher finance is not easy, and mired in so
many problems. Until today, we have not found satisfactory economic
models of financial economics. We still struggle with foreign exchange
determinants; excessive volatility of the markets; defining the market
equilibrium conditions; and so on. In fact we still have trouble to
define and measure risks satisfactorily. For example, as Prof. Kenneth Arrow recently remarked: until now we could not understand
why stock market index could move 2 percent in a day; how could
63

the economy changed by such magnitude in day? That couldn’t be
logically possible, and yet that is what we saw as almost daily occurrence.10
Myself being academically trained in financial economics, and spent
my whole adult life in the field - still would admit that I am having
so much trouble to fathom the financial markets. I am not alone, as
many other people like Nassim Taleb, George Akerlof, Robert Shiller
and many other well known economists are as perplexed as I am. If
people who are the pioneers in finance admit the complications of the
issues how could someone without any real training claimed that they
have discovered the Holy Grail of finance? Could you believe them?
The problem is it is far too easy for anyone to claim to be experts
in finance. All they need to do is to flash some of their experience,
which in reality, couldn’t be verified or checked. The only way to check
them is to ask some simple and basic questions - and they would go
around a long way to explain it. At that moment, you must know
that the guy is really a pretender, fake and charlatan. What they do
is throw in some jargons, some “financial procedures” to make them
looks like an expert. My rule of thumb is simple: if a person can’t
explain things in five minutes - then they are no experts at all. Real
experts are humble people, and they admit that what they know are
little, compared to what is out there. Even then, you could rely only
on some part of their knowledge, and can’t take anything in a carte
blanch manner.

10

Generally the size of the stock market is about the same size of the country’s GDP).

Consultants/Advisors?
NO ONE IS UNBIASED
If you could find any consultants or advisors who are not biased
- then you have met a rare breed. The title such as consultants and
advisors most of the time could be equated with brokers or middlemen
in different title and clothing. In finance, quite number of people who
put themselves up as financial consultants or financial advisors; and
some even would carry fancier name such as wealth advisors. There
is nothing wrong with all of that - except that we must understand
that these people are not neutral (if they ever claimed to be, and in
fact most would claim to be so). They all represent the major entities
which supported them, such as the financial institutions like insurance
companies, unit trusts, stock brokers and others. Most of them are
in fact, commissioned agents - that is a fact that must be understood
and not being mixed up and confused.
Since they earn their commissions from their mother entity, any
advice they gave would definitely be biased towards the institutions
they serve and the products that they offer. There is nothing wrong
with that - and in fact it is a way of earning a living to quite a number
of people. Since they earn something from their service to you, then
you must know what value add that they provide to you. Otherwise,
you could always go directly to the institutions concerned and cut
all these middlemen issues and save some money in the process. So
in dealing with these consultants and advisors you must know that
whatever advise they gave, they will always be biased towards whatever institutions they represent, and you must be clear what value
added services that they will provide to you for the commissions they
earned.
There are also other financial advisors or consultants out there
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who claimed to be experts in areas such banking instruments or forex
trading and so on. The truth is they are not even qualified to deal
with such matters, and many are scammers seeking to scoop some
fees from here and there from unsuspecting people. They would claim
many lofty titles and accolades, and would go into high pitch and hard
nose salesman drive. Once you challenge them on something, then
they have no qualms of challenging you back or even ridicule you - to
show their might and knowledge status. But truly they are nothing
more than scum backs sucking money from other people’s lives.

Pressure?
NEVER WORKS UNDER PRESSURE
Pressure is something that could be avoided; but unfortunately
to most people they simply can’t stand pressures. Pressures come in
two forms: “uncreated pressures” and “created pressures”. Uncreated
pressures are unfortunate things that happened out of the control of
a person. These type of pressures are best left alone, and the best
cure for it is to be patience, and let it wear down slowly. The rule
that I always use for these types of pressures is to always assume that
any problems, how big they are, are always under my feet, and never
above my head. These type of pressures are not what I meant here;
the problem is with the created pressures.
It is more than often, I observe that people “create pressures” for
themselves for no clear or necessary reasons. They commit to things
which are really unnecessary for them to be committed to. For example, people force themselves to live beyond their means - by buying
expensive cars, taking large amount of personal debts, and buying
highly priced properties, and so on. Why they do so? Because of
pressures from their peers, their spouse, their in-laws, and so many
other people. Do they realize that the same people who “pressured”
them are the same people that would “shun” them if they fall down?
None of them would offer even a slightest gesture of help when they
are in dire need! Then why do they put themselves under these “created pressures”?
Scammers works with people by pressurizing them with things that
they don’t really need. For example, why does anyone need to be “an
exclusive member” of High Yield Investments Program, that is not
even defined? Because they were pressured to make themselves to
“boast” and “claim” to be superior than their peers. MLM marke67

teers works by pressuring people to enter their program by using very
demanding sales pitch: you put in 1,000, you will get 10,000 in no
time, without mentioning that you need to get at least 20 people who
are like you to enter for you to earn 10,000. Gold Dinar people pressure
others with “sins” and “redemptions” of Riba and Halal compared to
Haram.
In some other cases, the trick to put someone under pressure is by
asking them to commit a small amount of fees, which in turns could
be easily borrowed from friends or relatives. Once those fees are paid,
then the person is under pressure to conclude the deals (such as in the
case of Banking Instruments), he then got to find and borrow larger
amount of money to meet the “second rounds” of fees to be paid.
He will then scramble to borrow from others, including loan sharks
(Ah Long), since he is ashamed and under pressure to make sure that
he can pays the money borrowed from the friend or relative. With
the promise of “big money” coming, he then commit himself to bigger problems, and became desperate. The more desperate and under
pressure he becomes, the more vicious the scammers would go on him.
What had started as small and manageable issue, now becomes problems of colossal pressures. Something that was unnecessary becomes
something that absolutely must be solved. The truth is, he could just
cut at the nib, before even it becomes a real problem. But not many
people are willing to cut losses - which is why they lose even more. I
always remind myself that, it is better to cut my toes than my whole
feet, however painful that is; because losing a toe is not as disastrous
as losing the feet.
Therefore, the best rule is never to let ourself be under “created
pressures”. If we see that something is going to create pressure, just
simply walk off, or simply cut the losses. End of story. But it takes
real guts and determination to do that; but it has to be done.

Regulators?
THEY ARE ALWAYS LATE
The fallacy of many people that they are safe from scammers,
because there are authorities and regulators, such as the police, or
Securities Commissions and Bank Negara, to catch these perpetrators
before they could do any harm to anyone. The problem is the regulators are always few steps behind, and it took a long time for them
to take any action; and once they took some action - it is already far
too late. Damage had all been done, money had been lost (and most
of the cash collected had been siphoned out and hidden beyond the
reach of the authorities).Why that is the case?
First, we must understand that the scammers are really smart people; they know the laws too well; they are equipped with lawyers and
many other people to back them up, in the face of the laws. Most of
them will operate within the “grey” shades of the law, while having
clear intent of criminal actions. We must understand that to prove
criminal intent in White Collar crimes is extremely hard. It must be
proven with evidences and witnesses through the court of laws, which
are beyond any reasonable doubts. The Penal Codes, which had been
enacted since ages ago, are ill equipped to deal with these “modern
day” crimes, as opposed to hard core crimes of theft and out right
cheating.
We could see for example, as how the US bankers, despite causing
losses of tens of trillions of dollars, none of them really go to jail?
Instead, most walk away with fat bonuses and continue to lead the
same lifestyles, compared to those who lost their houses and mortgages? What good does it do for the clients of Bernie Madoff, when
the authorities reined on him, there are almost nothing left in the bank
account? Similarly what good would the court cases against Genneva
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Gold people, if nothing could be recouped back for the investors who
had lost the money?
I know for a fact that many “money game MLM” bosses stashed
the cash collected somewhere else, whilst the victims do not have any
real recourse for them to recover any money at all. Some had simply
“gone missing”’ overseas, and in fact most of the cash collected had
been hidden somewhere as properties or some other modes of stashing
money. Many of Genneva’s team ran away to overseas and China, after billions had dissipated in Malaysia. IGD (Islamic Gold Dinar) as
an example, claimed losses in the Gold market and cause many people
to be stuck or loses money, and yet still until today it seems that its
founder is still in business. The truth is: these people are with money
(either belongs to them or from what they collect from others), and
money could buy many things, including the best lawyers (legal), the
best protectors (bribe), and including the best getaways (runaways).
Most criminal justice system are meant for “hard core criminal”,
and there are no provisions for “civil liabilities” for criminal actions.
What I meant by this is for any person to take “civil action” on “criminal wrong doings” of other person. If such provisions are present, then
I would think that is the best course of action for people who are being unjustly treated or cheated. In this way, a person could initiate a
court action on his own without waiting for the authorities to take any
action, which could be years after the events had passed, and most of
the chances of recovering any cash are still possible.
Knowing that the laws and the environment are not in your favors,
the best thing to do is to totally avoid the scammers. It would be best
to be vigilant and alert, by informing and educating each other with
the perils of these activities. Hoping and relying on the authorities,
while necessary, would be a futile belief.

Part IV

Epilogue
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Scammers Forever
WHY SCAMMERS WILL ALWAYS EXIST?
Scammers will always be there as long as monies are there. They
are just attracted to money like ants and sugar, bee and honey. And
as mentioned before, suckers and fools are born every minute, hence
the supplies of people to be scammed kept on coming and scammers
are never short of victims. In fact all examples of the scams in the past
are not new, they were there even much earlier, as the name Ponzi had
been there for a long time. Madoff didn’t invent anything new except
to repeat what Ponzi did centuries earlier. Therefore, we will always
keep hearing people being scammed now and then, and that will not
stop. They were there yesterday, and they are around today, and for
sure they will also be there tomorrow.
There will always be pockets of opportunity for scammers to work
on and operate with. The tools and the means are too many. The
networks are local and international, very well extended and well established. The authorities are always behind and too slow to catch up
with them. And the people are always greedy and short sighted.
The recipes for the Dark World of Finance remains the same. The
remedies are also the same. So at the end, it is just a question of the
battle between Good and Evil. It started from the beginning of time,
and it will continue until the end of time!!!
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Old Drink in New
Bottle
OLD SCAMS IN NEW FORMS
Old wine in new bottle is a phrase that commonly being said which means that the same old stuffs are easily recycled in a new look
and form. The same case is for scams and financial schemers. They
always invent new things and claimed that, “this is NOT” the old
game. This is different and in fact, the real and true things - while
those old stuffs are scams. The lingo will go on and on, to exonerate
the new form as legitimate as compared to the old things.
I have seen many examples of banking Instruments game being repeated again and again, in so many varieties; until I myself lost track
of how the twist being played on. Many new MLM schemes will be
created, and they will claim that they are different from other MLMs.
Many new Forex game would come out, in the name of “new trading
strategies”. The Ponzi schemes of quick reach had survived the ages;
in Malaysia, most people have forgotten that the first of this scheme
is “Pak Man Telo” from Kelantan in the 80s. And yet, even as recent
as today, I saw news that someone with so-called religious credentials
manage to collect millions in investments in property in Makkah, with
a promise of monthly returns of 3 to 4 percent!
In short, the basics of the scams are almost the same - promise
of high returns, on something that is “unique”. Since they can be
designed in new forms, the same old trick will always make a come
back in a new twist. That is exactly the same bitter drink, packaged
in a new bottle with a new cover!!!
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Age of Internet and
Telecommunications
WORLD IS BECOMING RISKIER
AND SAFER
How Internet and Telecommunications (IT) could make the world
risker and safer at the same time? The answer lies in how do we use
them. IT is an enabler technology - which means it enables us to do
things which otherwise would be impossible to be done. For example,
social media such as the Facebook makes possible to communicate and
get in touch with each other from anywhere in the World. The same
goes for emails and other tools of IT.
What makes the world to be riskier due to IT is that it is used
by the scammers as their tools of trade. As an example, Facebook is
heavily used as medium marketing for MLM and many other schemes.
The rise of e-commerce, Peer-to-Peer business, on-line marketing, and
others also gave rise to their use by scammers. All of these makes
things risker. At the same time IT also gives tool to check on things,
to learn and study anything before we make our decisions. Browsing
and checking through Internet gave us lots of information. And the
tools of IT gave us chance to control the channels of what should reach
us and what should barred from reaching us. All of these could make
things to be safer.
The best analogy for IT is the highways: it makes our driving safer,
and yet could be dangerous. Therefore, we must learn how to use it
safely. The key thing is we must be alert and at the same time take
all the necessary safety precautions. The same thing applies to the IT
world. We need to learn how to be safe!!!
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Dark Web and Dark
Net
THE DARK WORLD OF INTERNET
To continue the subject of the dangers of the IT world and how it
relates to the Dark World of Finance is to understand what is called as
the Dark Web and Dark Net. Dark Web is where the users identity are
totally hidden through what is generically called “The Onion Ring”
(TOR) networks; through this mechanism, the activities of the user
could then be unknown and untraceable. Dark Net on the other hand
is an overlay network that can only be accessed with specific software
and configurations - which is used for encrypted communications, relaying sensitive messages and so on.
Both the Dark Web and Dark Net had it proper use, which are as
mediums and mechanisms of secured and safe communications. However, as the name “Dark” suggest, it is also being heavily used by
unscrupulous people - such as to market drugs, pornography, guns
and so on. The most recent example of this is the infamous “Silk
Road” on-line website, where anything illegal could be purchased and
transacted.
All that we must be aware is such things do exists; which means
that in the case of anything that come to us through the Internet,
we must know the identities of anybody dealing with us. Anybody,
whose identity is unknown or dubious must be up to something of no
good - hence must be avoided. We must be aware that it is possible
for people to camouflage their identities through these so-called Dark
World of Internet. There are always the good side and the bad side of
anything!!!
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Bitcoin and
Cryptograpghy
A NEW EXPERIMENT
As a case in point, the Dark World of Internet gave birth to a
new type of experiment called the bitcoin and cryptocurrency. The
bitcoin experiment, as I would like to call it, is quite interesting as it
revolutionize the way cryptography to be used as ways to secure data
and transactions. As far as the experiment goes, it had prove that the
methodology is quite fool-proof and now even large organization such
as IBM are working on it. One thing that we must not be confused is
the difference between bitcoin and the cryptography technique that it
deploys, namely the Blockchain Technology. Blockchain is about cryptography and not about the bitcoin per se. In fact, bitcoin is only the
outcome of the Blockchain. My advise is for people to avoid bitcoin,
since it is a new experiment in cryptocurrency, which could have its
own problems and consequences.
The real thing is to focus on Blockchain itself - since it had been
proven that it could produce highly reliable secured form of data storage, and recording and tracking transactions; and this could well be
applied to financial data and transactions. This is where the future of
the technology lies. And as a case in point - the whole thing is born out
of the Dark World of Internet - with the results of making the world
safer! In my view, with the advancement of Blockchain technology, it
could even be used to track and detect scammers; it could also be used
by authorities as evidences in courts of laws against these scammers;
and that’s why some government such as Dubai had announce that
by 2020, Dubai government will be on the Blockchain technology!!!
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What Shall We Do?
BE WISE AND WORK SMART
THE ART OF HOMO ECONOMICUS
As the final conclusion, I would like to the take the cue from the
wisdom of our forefathers: that is to be wise and work smartly. There
are no other ways about it. We have to learn to use technologies to
our advantage, instead of to our perils. We have to learn how to filter
things - the good, the bad and the ugly. The world we live in could
be riskier or safer, depending on how we stick to the principles of life,
maintaining a high discipline, and keeping ourself to high standard of
morals and and ethics.
We must understand that at the bottom of it all we are dealing
with human beings - and more so, we are dealing with homo economicus, which means human beings with economic interest as the driving
motif. Such situation could mean that it is a dog eat dog world. It
could also means the world to be competitive, and people need to be
smarter and at the same time wiser, in the face of other people. But
it also means that we need to work harder, and never be lazy and to
be taken for granted.
At the end of the day, we are human as others are also human. We
have our own weakness as others also have their own. The art here
is not to let those weakness and human failings to overwhelm us. To
make sure that we get our own greed and ambitions to be checked.
We must understand that for anything that happen, such as being
scammed by other people, we have only ourself to be blamed.
Therefore, take heed and always be in control of ourself!!!
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A Note on Reading
Materials
In the bibliography, I had enclosed a number of books as references,
and for those who are keen to read and study them, they would be
a good set of reading materials - to understand the Dark World of
Finance. As you could observe, I had avoided any reference of books
which I would consider as “popular writings” such as “how to be a
millionaire” or “how to make it on Wall Street” and so on.11
1. Profs. George Akerlof, Robert Shiller and Richard Thaler - are
among the leading economists in the field of behavioral economics. It
is a field that studies how human behaviors and psychology affects
the economic activities, and why it matters. Both Akerlof and Shiller
won the Nobel Prize in Economics for their works. Their book such as
Animal Spirits and Phishing for Phools would be instrumental to understand how manipulation works in the market place. Prof. Thaler’s
book Nudge is also quite an interesting read for us to understand how
the marketeers are using “nudge techniques” to lead us to wrong or
right decisions in our everyday life.
2. Prof. Charles Kindleberger is a very famous economic historian,
who had written so many books about the history of financial markets
since the Industrial Revolution. His book on Manias, Panics and
Crashes could now be considered a classic.
3. Prof. Niall Ferguson is a contemporary, up and coming economic historian. His book on The Ascent of Money is among the
most relevant for understanding how the global financial world today
had dominated our lives.
4. The Sink is among the most comprehensive and well written
11

The only exceptions are the books on bitcoins, which are popular writings, since there are no
books written by well known economist on it yet.
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book on money laundering. It is covers all sorts of ways and means
money launderers do to avoid the regulators. And as the author, Jefrey
Robinson states: Governments do not have any real way to stop them.
I consider this book as an excellent read.
5. Prof. Darrel Duffie book on The Dark Markets is among the
most comprehensive material on the Over-the-Counter (OTC) markets; how it works and what are its intricacies.
6. Emanuel Derman could be considered as an authority on quantitative finance. He served for more than 20 years as the head of
Goldman Sachs “Quants” as it is called. His book Models Behaving Badly is a good compilation of errors and problems in financial
modeling.
7. The three books by Nassim Taleb, from my personal point of
view is among the best writings on financial charlatanisms, debunking
various financial myths, by encouraging people to think correctly and
having the right logics. He combined the fields of ancient philosophies
(i.e. ancient wisdoms), theory of probabilities, and modern financial
world. I myself consider that Nassim Taleb’s works is a must for
anyone to be serious about the financial industry. The only drawback
is his writings are quite complicated and require serious readings.
8. Lastly, I also included two books on bitcoins - which I believe
have lots of future; albeit, it is not the coins that is important, but
the technology and cryptography behind it. That is the blockchain
technology.
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