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“How much truth can a spirit bear, 
how much truth can a spirit dare? ... 
that became for me more and more 
the real measure of value.”

―  FREDERICH NIETZSCHE



DISCLAIMER
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This presentation reflects the opinions and projections of Quintessential Capital Management ("QCM") as of the date of 
publication, which is subject to change without notice at any time following the date of issue.   QCM does not represent that 
any opinion or projection will be realized.  While the information presented in this report is believed to be reliable, no 
representation or warranty is made concerning the accuracy of any data presented in this report or its attachments.   All 
information provided in this report is for informational purposes only and should not be deemed as investment advice or a 
recommendation to purchase or sell any specific security.  

QCM may have an economic interest in the price movement of the securities mentioned in this report, but QCM's 
economic interest is subject to change without notice at any time including during or immediately following this 

presentation. QCM reserves the right to purchase, sell and/or sell short the securities mentioned in this report and any 
other securities at any time without notice.

The information presented in this report is supplemented by additional oral comments, footnotes, which identify QCM's 
sources, assumptions, estimates, and calculations.  The information contained herein should be reviewed in conjunction with 
the oral part. 

This report shall not constitute an offer to sell or the solicitation of an offer to buy any interests in any fund managed by QCM 
or any of its affiliates.  Such an offer to sell or solicitation of an offer to buy interests may only be made pursuant to definitive 
subscription documents between QCM and an investor.



By Gabriel Grego
Founder, Quintessential Capital Management
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Unmasking Deception: 
A Comprehensive Guide 
for Long-Term Investors 

to Detect Fraud



Introduction

• Brief introduction about QCM 
and our experience

• A compelling hook about the 
hidden dangers in the investing 
world

• Objective of the presentation
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Public short campaigns with QCM 
involvement
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Why is detecting fraud
 important?
• Toronto U: study on corporate 

fraud
• only 1/3 of frauds in public 

companies actually come to light 
• 40 percent of companies 

committing accounting violations 
• 10 percent are committing 

securities fraud 
• destroying 1.6 percent of equity 

value each year
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Due Diligence: Your First Line of Defense

• Potential losses if you invest in a 
fraud can be catastrophic

• Frauds often look like value 
plays

• Develop a skeptical attitude
• Good habit in deep diving when 

researching ideas
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Evaluating Company Characteristics

• Danger lurks in "hot" or popular
industries

• Complications operating across
multiple jurisdictions

• Issues with companies that
excessively leverage political or
social trends for their
promotion
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Danger lurks in: ”hot”, popular industries
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Danger lurks in multiple jurisdictions

• HQ, trading exchange, 
operations, sales, etc.
• Multiple jurisdictions make fraud 

detection and law enforcement 
much more challenging
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Profiling the Management: Beyond Charisma

• Dangers of overly charismatic 
leadership 

• Importance of transparency, 
credibility, and track record over 
charm

• Leaders with murky pasts, low 
educational background or 
highly promotional tendencies
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Profiling the Management: Beyond Charisma
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Dissecting the Company's Behavior

• Companies that are excessively 
promotional or make 
exaggerated claims

• Potential risks associated with 
companies that sponsor high-
profile events or causes to 
increase their visibility and 
credibility

• Attacking, rather than engaging, 
short sellers is a HUGE red flad
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Exagerated claims: Bio-on

14



Suspicious company behavior: attacking 
skeptics
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Associations & Relationships: Friends or 
Foes?

• Impact of a company's 
association with questionable 
individuals

• Company's choice of service 
providers, from law firms to 
auditors, can be a red flag

• ”Name throwing” through 
testimonials, partnerships
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Serial “pump & dumper” Barry Honig

This presentation has been provided as a courtesy summary and must be read in conjuction with our full text report for important sources and qualifying information
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Reading the M&A Tea Leaves

• Dangers in companies with 
aggressive M&A activities, 
particularly in obscure or less 
transparent jurisdictions

• Potential mechanism to hide 
fraudulent activities or inflate 
company value
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Financial Statements: The Numbers Don't Lie

• Lack of free cash generation 
• Inflated working capital or 

investments 
• Strategic changes in auditors, 
• Conspicuous related-party 

transactions
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Spotting Accounting Red Flags: Bio-on
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Spotting Accounting Red Flags: Folli Follie

This presentation has been provided as a courtesy summary and must be read in conjuction with our full text report for important sources and qualifying information
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Spotting Accounting Red Flags: Akazoo
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Spotting Accounting Red Flags: “strategic” 
auditors changes

This presentation has been provided as a courtesy summary and must be read in conjuction with our full text report for important sources and qualifying information
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Assessing Operational Consistency

• Excessive revenue per 
employee or decreasing 
headcount despite strong 
revenue growth can be 
suspicious

• Explore discrepancies between 
online visibility (website visits, 
social media presence) and 
claimed business performance
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Assessing Operational Consistency: Akazoo



Assessing Operational Consistency: Folli 
Follie
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Scrutinizing Public Sentiments

• Negative reviews, high 
employee turnover, and 
negative press can reflect 
underlying issues within the 
company

• These signs have often preceded 
a company's downfall
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Recap & Key Takeaways

• Importance of due diligence and vigilance in detecting potential fraud
• Key red flags across company characteristics, management profile, company 

behavior, financials, and public sentiments
• Significance of skepticism and continuous learning in the ever-evolving 

investment landscape
• Use the skills and insights learned today to protect your investments
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Thank you + Q&A

Keep in touch with us:

Email:
info@qcmfunds.com

Follow us on Twitter: 
@QCMFunds
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