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Gannon Giguiere warned his readers.

With a mix of news from prominent financial publications and original posts about lesser-known companies,
Giguiere's website The Money Street broadly fits the bill for the prototypical financial blog.

The site also contains a nearly 2,000-word post disclosing that not everything on The Money Street is
legitimate, alluding to the long-standing issue of fraud in the over-the-counter markets where many small-
cap companies list and trade.

"As cyberspace develops, the freedom and openness from which we all profit can make us the targets of
touts, hypesters and frauds," the site's disclaimers and disclosures say. "These people could infect our
forums, just as they infect other parts of the world."

Giguiere, however, has been accused of being a part of a new generation of stock promoters using websites
such as The Money Street to inflate stock prices in a new twist on the pump-and-dump scheme. On July 6,
the SEC filed charges against Giguiere and four other defendants for their alleged involvement in a series of
pump and dumps that netted more than $10 million. The Department of Justice has also filed securities
fraud charges against them and three other individuals.

Stock promoters, corrupt executives and criminals have preyed on retail investors for decades through pump
and dumps, which typically involve misleading investors about a particular company through false
statements. By gaining investor interest, they hope to inflate a company's share price with the intention of
eventually dumping their undisclosed holdings in the company for a profit, leaving those investors with steep
losses.

Fraudsters' promotional weapons of choice in the past were cold calls from large, call-center operations
known as boiler rooms and mailers in the form of pamphlets. But today, in the era of "fake news" and new
malleable assets like cryptocurrencies, the pump-and-dump industry is enjoying a renaissance of sorts.
Fraudsters are blasting their promotions through cheaper and newer platforms including Twitter Inc.
(/web/client?auth=inherit#company/profile?KeyProductLinkType=2&id=4211154), chat rooms and search-
engine-optimized websites, several industry participants said.

"Technology certainly
transformed the stock
promotion business," said
John Reed Stark, a
cybersecurity consultant
who founded and led the
SEC's Office of Internet
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Enforcement from 1998 to
2009, in an interview. "You
can instantaneously create a
1980s boiler room in your
basement without any of the
start-up costs."

While the total number of
ongoing pump-and-dump
schemes is unknown, the
SEC brought 41 market
manipulation enforcement
actions, which include pump
and dumps as well as other
forms of fraud, in fiscal year
2017, marking a 36.7%
increase from the 30 actions
in the prior year.

That has left OTC Markets Group Inc. (/web/client?auth=inherit#company/profile?
KeyProductLinkType=2&id=4377176), the home of hundreds of community banks, healthcare companies
and small technology firms, with difficult questions to answer over how it can help investors avoid these
traps and whether it can preserve its reputation as an attractive marketplace.

"Promotion has taken place since before I was in the business. You would see promotion in large newspaper
ads when I was young, and then CNBC came along and you'd see TV commercials," OTC Markets Group
President and CEO Cromwell Coulson said in an interview. "But the threshold was lowered by the Internet."

Coulson, now in his 21st year at the company's helm, is trying to lead OTC Markets away from its sullied past.
The company occupies a large share of the loosely regulated over-the-counter market, where the likes of
"The Wolf of Wall Street," Jordan Belfort, made millions of dollars touting penny stocks.

OTC Markets operates three trading venues designed for smaller companies not suited to list on national
securities exchanges such as those run by New York Stock Exchange-owner Intercontinental Exchange Inc.
(/web/client?auth=inherit#company/profile?KeyProductLinkType=2&id=4099823) and Nasdaq Inc.
(/web/client?auth=inherit#company/profile?KeyProductLinkType=2&id=4057757) Some small companies
are unable to meet the stringent listing and regulatory standards expected by exchanges, so they flock to
OTC Markets to list their stocks in search of public capital.

These companies tend to have highly illiquid stocks due to their lack of exposure, Gerri Walsh, senior vice
president of investor education at the Financial Industry Regulatory Authority, said in an interview. Walsh
previously worked as a senior attorney in the SEC's enforcement division.

That can make those companies easier targets for market manipulators, since their share prices are easier
to sway than those of liquid stocks like those of Apple Inc. (/web/client?auth=inherit#company/profile?
KeyProductLinkType=2&id=4004205) and Alphabet Inc. (/web/client?auth=inherit#company/profile?
KeyProductLinkType=2&id=4633618) Nearly 1% of the more than 10,000 securities listed on OTC Markets'
venues are being promoted at any given time, Coulson said.
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However, not all stock promotion is bad. Many executives depend on investor relation firms to promote their
company in the public arena. Promoters must disclose whether they were paid and who paid them to market
a stock though, requirements that bad actors typically exclude in an attempt to make their promotional
materials appear impartial.

"When [promotion is] hanging out in a dark corner, with no disclosure and no regulatory oversight, bad
practices will flourish," Coulson said. "If there's a problematic area, the best thing a market operator can do
is shine a spotlight on it."

That is part of the reason OTC Markets has introduced a handful of what it calls "risk flags (/web/client?
auth=inherit#news/article?KeyProductLinkType=2&id=44038449)" over the last five years. Controlled by the
company's 11-person issuer compliance team, these flags are placed on a security's page on the OTC
Markets website to alert investors to potentially risky activity, including stock promotion.

In March, the market operator created a stock promotion flag in the form of a microphone icon. Since 2013,
the company has also used a skull-and-crossbones icon to flag stocks exhibiting generally questionable
trading patterns. The designation, known as the Caveat Emptor, or "buyer beware," was already attached to
two of the three companies listed in the SEC's enforcement action against Giguiere and his co-defendants.

OTC Markets tagged Kelvin
Medical Inc. (/web/client?

auth=inherit#company/profile?KeyProductLinkType=2&id=5327439) with the flag March 20, a day after the
SEC suspended trading of the security for 10 days due to "concerns about the accuracy and adequacy of
information about [the company's] securities," according to the action.

Eco Science Solutions, Inc. (/web/client?auth=inherit#company/profile?
KeyProductLinkType=2&id=4811944)'s Caveat Emptor designation was originally issued in September 2016
and stuck for the following two months. At the time, the company was in the middle of a promotional
campaign championed by Giguiere, according to the SEC. The company's current Caveat Emptor designation
was issued May 22, OTC Markets said.

Giguiere's attorneys did not respond to a request for comment.

While smaller companies are more susceptible to manipulation, pump-and-dump schemes can also reach
higher-profile venues.
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About 14% of pump-and-dump cases brought by the SEC between 2002 and 2015 through civil actions took
place on exchanges run by the New York Stock Exchange, Nasdaq and the American Stock Exchange, which
is now owned by ICE, according to a 2017 study from Thomas Renault, an assistant professor at the
Université Paris 1 Panthéon-Sorbonne.

A New York Stock Exchange spokesperson declined to comment for this story. Spokespeople for Nasdaq and
Twitter did not respond to requests for comment.

As trading becomes increasingly more accessible, manipulating small-cap stocks has become that much
easier, said Buckley Sandler Partner Thomas Sporkin, who worked in the SEC's enforcement division for 20
years. But regulators and market operators like OTC Markets have also used the rise of technology to their
advantage to crack down on bad actors, he said.

"[Coulson] has done a lot to revolutionize small-cap stock trading, and in a good way," Sporkin said in an
interview.

OTC Markets, which housed a part of the remaining 86% of pump-and-dump cases brought during the 14-
year window in Renault's study, is still combating promotions and pump and dumps on its venues. As of July
30, 280 companies had a Caveat Emptor flag in place.

Market participants say the company's risk flags are proving to be worthwhile deterrents. Yolanda Holtzee, a
Seattle-area tipster who frequently flags suspicious trading activity in small-cap securities to regulators and
exchange executives, has watched OTC Markets grow into a more capable watchdog over the last few
months.

"They've really come a long, long way," said Holtzee, who has been a whistleblower in seven successful cases
with the SEC, in an interview. "[OTC Markets] has done a really good job of making promoted issuers
transparent."
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