
The Man Who Figured Out Madoff's Scheme - 60 Minutes - CBS News

http://www.cbsnews.com/stories/2009/02/27/60minutes/main4833667.shtml[3/5/2011 9:06:34 PM]

 

Font size Print  E-mail  Share  69 Comments  Page 1 of 4

Like this Story? Share it:

VIDEO
A .960 Batting
Average?
Harry Markopolos, a
financial investigator,

describes the warning signs that should have
alerted others to suspect Bernie Madoff.

VIDEO
The Man Who Knew
Harry Markopolos
repeatedly told the
Securities and Exchange

Commission that Bernie Madoff's investment fund
was a fraud. He was ignored, and investors lost
billions of dollars. Steve Kroft reports.

June 14, 2009

The Man Who Figured Out Madoff's Scheme
Tells 60 Minutes Many Suspected Madoff Fraud; Says SEC Is Incapable Of Finding Fraud

(CBS)  This story was first published on March 1, 2009. It was
updated on June 10, 2009.

Later this month, Bernard L. Madoff will be sentenced for
what is believed to be the largest financial fraud in history. He
will most likely spend the rest of his life behind bars. Yet there
is still much we don't know about the scam, which involved by
some account a fraud of more than $50 billion. Investigators
are still trying to figure out who all was involved and where
the money went. 

But the proof that it happened can be found in the ruined lives
of thousands of victims. The one person who knows the most
and is willing to talk about it is Harry Markopolos, the man
who figured out Madoff's scheme before anyone else. 

Markopolos sat down with 60 Minutes correspondent
Steve Kroft earlier this year for his first television interview
. 

Until  a few months ago, Harry Markopolos was an obscure
financial analyst and mildly eccentric fraud investigator from
Boston who most people would never notice on the street. 

But today he enjoys an almost heroic status, pursued by
journalists and movie producers, and honored by colleagues
as the man who went to the Securities and Exchange
Commission and blew the whistle on Bernie Madoff and his
$50 billion fraud. 

But he seems uncomfortable with the attention, and knows
that he is no hero. "I stand before you a 50 billion dollar
failure," he said at an event. 

Asked how many times he sent materials to the SEC,
Markopolos told Kroft, "May 2000. October 2001. October,
November, and December of 2005. Then again June 2007.
And finally April  2008. So five separate SEC submissions."

"And in spite of all of the things that you did, it still ended up
in disaster?" Kroft asked.
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"There's nothing to be proud about in this case. I feel horrible
about the result. It's been a total disaster for the victims,"
Markopolos replied. 

It began a decade ago, when Markopolos was working for a
Boston investment firm. His boss told him that Madoff, a
former chairman of the NASDAQ stock exchange, was
running a huge unregistered hedge fund that was producing
incredible returns. He wanted Markopolos to reverse-engineer
its trading strategy and revenue streams so the firm could
duplicate Madoff's results. 

"He had the patina of being a respected citizen. One of the
most successful businessmen in New York, and certainly,
one of the most powerful men on Wall Street. You would
never suspect him of fraud. Unless you knew the math,"
Markopolos told Kroft.

"I mean, you're like a math guy, right?" Kroft asked.

"I've taken all the calculus courses, from integral calculus
through differential calculus, as well as linear algebra. And
statistics, both normal and non-normal," Markopolos said.

Asked how long it took him to figure out something was
wrong, Markopolos said, "It took me five minutes to know that
it was a fraud. It took me another almost four hours of
mathematical modeling to prove that it was a fraud. "

It was the performance line that Markopolos said caught his
attention. "As we know, markets go up and down, and his
only went up. He had very few down months. Only four
percent of the months were down months. And that would be
equivalent to a baseball player in the major leagues batting

.960 for a year. Clearly impossible. You would suspect cheating immediately."

"Maybe he was just good," Kroft remarked. 

"No one's that good," Markopolos said.

Continued
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by thurston2001  June 15, 2009 1:02 PM EDT

I have no sympathy for greedy people who thought they were so much smarter than everyone else and
belonged to an exclusive club. I do feel sorry for the people who invested with feeder funds, funds who did not
do their job of due diligence.
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Reply to this comment

by riffdex February 28, 2011 11:58 PM EST

What an ignorant thing to say. You are assuming that all of the people who invested with Madoff
were greedy people who thought they were outsmarting the market. The fact of the matter is, there
are many people who do not understand the markets or how investing even works, but they know it
is an important thing to do to grow their wealth for the future. Many who invested with Madoff were
simply introduced to Madoff by acquaintances. They did not necessarily know the returns were
unfeasible. Do you think they deserve to lose all of their money, simply because they are not experts
on the stock market?

Reply to this comment

by lmp2002 June 15, 2009 12:56 PM EDT

I feel very badly for the victims profiled but some of the interview data makes no sense. The Forrester's
profiled stated they have only 60 days of cash left after selling their home. This would mean that at age 80
they were fully mortgaged on their home (no equity) in what is likely a $750K or $1.0M+ property? I would
expect that with an "8 digit" porftoflio - that they did have access to for 30 years - that they would have paid
off their mortgage(s) by now. This would include the Florida home they were on their way to sell. Again, I am
sure this is causing a lot of finanical hardship but the statements do not seem to represent the actual situation
- and were justed added to sensationalize the story. Sadly, there are many people who did lose everything -
including their daily funds to live (I know some) I am just not sure it it this couple represented.

Reply to this comment

by lovegetpeace June 15, 2009 12:02 PM EDT

With Greed, Capitalism is self-destructive. If left alone, Capitalism will commit suicide.

Reply to this comment

by lovegetpeace June 15, 2009 12:01 PM EDT

Greed in Capitalism is like Cancer in Humans. You never know you have it until  it is too late.

Reply to this comment

by John_Merritt June 15, 2009 11:25 AM EDT

Well as they they say 'money talks.............and BS walks'. I am amzed at how many of these 'whistleblower'
cases are just swept under the rug. There are so many questions, with an equal amount of answers; but yet
the American people has been spared from knowing about them. Why you ask? If I did not know
better.............somebody does not like us.

Reply to this comment

by wyo1943 June 15, 2009 7:17 AM EDT

Old Hebrew saying: A fool and his money MUST part......

by juwboy June 15, 2009 5:33 AM EDT

jincstress: 

A tiny fraction of 1% of the world`s Jews lost money in Madoff`s scheme but you describe it as a "financial
holocaust". 

Clearly, English is not your first language. 
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Reply to this comment

Why don`t you go back where you came from?

Reply to this comment

by jincstress June 14, 2009 10:36 PM EDT

All those poor Jews. This is nothing less than a financial holocaust.

Reply to this comment

by stabill48 April  2, 2009 8:51 AM EDT

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.-- 
Where in that total article can anyone infer there was a lack of regualtion? Well, duh..how many time did
Markopolos go to the "regulators?" 

Please, those of you with glass bellybuttons...go optic.

Reply to this comment

by tugar04 March 13, 2009 11:05 PM EDT

I just read that Bernie Madoff's wife has $823 Million in various banks, in addition to other holdings such as a
yacht, etc....

JUST HOW BERNIE MADOFF GOT AWAY WITH IT ALL, FOR SO LONG...

With all these holdings and monies, and the wife (Ruth Madoff) not having any viable evidence as to how she
acquired such wealth, I don't see why Madoff's victims cannot get a substantial portion of their loses back.

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.
And Bill  Clinton was kept so busy with the Monica Lowinski business that he had no time to keep an eye on
most of the gov'ts business during his last years in office. Then George Bush came along and further relaxed
many of the laws enforced by the fed govt. He even contracted out a great deal of the work that was done by
govt employees to private contractors, who botched up things more times than not, for the people they were
being paid to service. 

BUT MADOFF KNEW HE HAD NOTHING TO FEAR FROM THE SEC under the Bush Administration. And if
anyone even thought to go the the SEC with their suspicions, they got nowhere. Because Madoff had officials
at the SEC eating out of his hands. And that should be investigated as well, because our govt is supposed to
work for us, (rich or poor), but work.
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The Man Who Figured Out Madoff's Scheme
Tells 60 Minutes Many Suspected Madoff Fraud; Says SEC Is Incapable Of Finding Fraud

(CBS)  Markopolos said there were only two plausible
explanations: either Madoff was using insider information to
rack up the huge profits or he was running a giant Ponzi
scheme. 

"So either way, he was doing something illegal?" Kroft asked.

"Either way, I knew he was going to go to prison,"
Markopolos replied. 

In May 2000, Markopolos took his suspicions about Bernie
Madoff to the Boston office of Securities and Exchange
Commission. 

Asked if he had any financial motive, Markopolos said, "Yes.
He was a competitor of mine in 2000 to 2004, while I was still
in the industry. And when someone's competing on your
playing field, who's a dirty player, you want him tossed off the
field."

He also thought he might be eligible for a sizable reward if the
fraud involved insider trading, but that turned out not to be the
case. 

"In your first letter to the S.E.C. back in 2000, you're a little
tentative. You say, 'Look, I have no hard evidence, no
smoking gun,'" Kroft remarked.

"In 2000, it was more theoretical. In 2001, it was a little bit
more real. By 2005, I had 29 red flags that you just couldn't
miss on. By 2005, the degree of certainty was approaching
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financial investigator,
describes the warning signs that should have
alerted others to suspect Bernie Madoff.

VIDEO
The Man Who Knew
Harry Markopolos
repeatedly told the
Securities and Exchange

Commission that Bernie Madoff's investment fund
was a fraud. He was ignored, and investors lost
billions of dollars. Steve Kroft reports.

PHOTO ESSAY
Madoff's Victims
A look at some of Bernard Madoff's
famous clients.

Watch the entire video of Bernie Madoff
participating at a roundtable discussion at The
Philoctetes Center in New York in October
2007
Madoff Customer List
Fairfield Greenwich Statement
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100 percent," Markopolos explained.

Over time and with some simple math calculations,
Markopolos concluded that for Madoff to execute the trading
strategy he said he was using he would have had to buy
more options on the Chicago Board Options Exchange than
actually existed, yet he says no one he spoke to there
remembered making a single trade with Bernard Madoff's
fund. 

"I would talk to the people I had trading relationships with and
ask, 'Did you have a trading relationship with Mr. Bernard
Madoff?' And they all said, 'No. We don't think he's for real,'"
Markopolos said.

He said he found no one who ever had traded with Madoff.
"And I traded with some of the largest equity derivatives firms
in the world." 

And that's because Madoff's investment fund never actually
made any trades, at least going back to 1993, and probably
further - a fact confirmed at a meeting of Madoff investors by
the trustee charged with liquidating Madoff's assets. No one
knew the depth of the fraud but a lot of people had questions.

"Who else figured this out besides you?" Kroft asked.

"I would say that hundreds of people suspected something
was amiss with the Madoff operation. If you look at who the
victims were not, you'll notice that the major firms on Wall
Street had no money with Mr. Madoff," Markopolos said. 

"I'm quoting from the letter to the Securities and Exchange
Commission, red flag number 20. 'Madoff is suspected of
being a fraud by some of the world's largest, most
sophisticated financial services firms.' And then you list some
of the firms," Kroft said. "The biggest firms on Wall Street.
And conversations with people high up in those firms."

"That is correct. And the SEC ignored that," Markopolos said.
"All the SEC had to do was pick up the phone. They never
did."

"If you had executives at the biggest investment houses on
Wall Street that knew something was wrong, why do you
think they didn't go to the SEC?" Kroft asked.

"Because people in glass houses don't throw stones. And self regulation on Wall Street doesn't work,"
Markopolos said.
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Reply to this comment

by thurston2001  June 15, 2009 1:02 PM EDT

I have no sympathy for greedy people who thought they were so much smarter than everyone else and
belonged to an exclusive club. I do feel sorry for the people who invested with feeder funds, funds who did not
do their job of due diligence.

by riffdex February 28, 2011 11:58 PM EST

What an ignorant thing to say. You are assuming that all of the people who invested with Madoff
were greedy people who thought they were outsmarting the market. The fact of the matter is, there
are many people who do not understand the markets or how investing even works, but they know it
is an important thing to do to grow their wealth for the future. Many who invested with Madoff were
simply introduced to Madoff by acquaintances. They did not necessarily know the returns were
unfeasible. Do you think they deserve to lose all of their money, simply because they are not experts
on the stock market?

Reply to this comment

by lmp2002 June 15, 2009 12:56 PM EDT

I feel very badly for the victims profiled but some of the interview data makes no sense. The Forrester's
profiled stated they have only 60 days of cash left after selling their home. This would mean that at age 80
they were fully mortgaged on their home (no equity) in what is likely a $750K or $1.0M+ property? I would
expect that with an "8 digit" porftoflio - that they did have access to for 30 years - that they would have paid
off their mortgage(s) by now. This would include the Florida home they were on their way to sell. Again, I am
sure this is causing a lot of finanical hardship but the statements do not seem to represent the actual situation
- and were justed added to sensationalize the story. Sadly, there are many people who did lose everything -
including their daily funds to live (I know some) I am just not sure it it this couple represented.

Reply to this comment

by lovegetpeace June 15, 2009 12:02 PM EDT

With Greed, Capitalism is self-destructive. If left alone, Capitalism will commit suicide.

Reply to this comment

by lovegetpeace June 15, 2009 12:01 PM EDT

Greed in Capitalism is like Cancer in Humans. You never know you have it until  it is too late.

Reply to this comment

by John_Merritt June 15, 2009 11:25 AM EDT

Well as they they say 'money talks.............and BS walks'. I am amzed at how many of these 'whistleblower'
cases are just swept under the rug. There are so many questions, with an equal amount of answers; but yet
the American people has been spared from knowing about them. Why you ask? If I did not know
better.............somebody does not like us.

by wyo1943 June 15, 2009 7:17 AM EDT

Old Hebrew saying: A fool and his money MUST part......
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Reply to this comment

Reply to this comment

by juwboy June 15, 2009 5:33 AM EDT

jincstress: 

A tiny fraction of 1% of the world`s Jews lost money in Madoff`s scheme but you describe it as a "financial
holocaust". 

Clearly, English is not your first language. 

Why don`t you go back where you came from?

Reply to this comment

by jincstress June 14, 2009 10:36 PM EDT

All those poor Jews. This is nothing less than a financial holocaust.

Reply to this comment

by stabill48 April  2, 2009 8:51 AM EDT

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.-- 
Where in that total article can anyone infer there was a lack of regualtion? Well, duh..how many time did
Markopolos go to the "regulators?" 

Please, those of you with glass bellybuttons...go optic.

Reply to this comment

by tugar04 March 13, 2009 11:05 PM EDT

I just read that Bernie Madoff's wife has $823 Million in various banks, in addition to other holdings such as a
yacht, etc....

JUST HOW BERNIE MADOFF GOT AWAY WITH IT ALL, FOR SO LONG...

With all these holdings and monies, and the wife (Ruth Madoff) not having any viable evidence as to how she
acquired such wealth, I don't see why Madoff's victims cannot get a substantial portion of their loses back.

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.
And Bill  Clinton was kept so busy with the Monica Lowinski business that he had no time to keep an eye on
most of the gov'ts business during his last years in office. Then George Bush came along and further relaxed
many of the laws enforced by the fed govt. He even contracted out a great deal of the work that was done by
govt employees to private contractors, who botched up things more times than not, for the people they were
being paid to service. 

BUT MADOFF KNEW HE HAD NOTHING TO FEAR FROM THE SEC under the Bush Administration. And if
anyone even thought to go the the SEC with their suspicions, they got nowhere. Because Madoff had officials
at the SEC eating out of his hands. And that should be investigated as well, because our govt is supposed to
work for us, (rich or poor), but work.
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The Man Who Figured Out Madoff's Scheme
Tells 60 Minutes Many Suspected Madoff Fraud; Says SEC Is Incapable Of Finding Fraud

(CBS)  In January 2006 the New York office of the Securities
and Exchange Commission finally opened a case file to look
into Markopolos' allegations about Bernie Madoff. Despite
uncovering evidence that Madoff had mislead them about his
investment activities, the SEC closed the case 11 months
later without ever opening a formal investigation. The staff
said there was "no evidence of fraud." 

"What I found out from my dealings with the SEC over eight
and a half years is that their people are totally untrained in
finance; they're unschooled; they're un-credentialed. Most of
them are just merely lawyers without any financial industry
experience," Markopolos said.

"Well, if the people there aren't trained in securities work, what
are they trained in?" Kroft asked.

"How to look at pieces of paper that the securities laws
require. They can check every piece of paper perfectly and
find misdemeanors, and they'll miss all the financial felonies
that are occurring because they never look there,"
Markopolos replied. "Even when pointed to fraud, they're
incapable of finding fraud."

No one at the SEC would talk to 60 Minutes on the record
about Markopolos' allegations. But one person who seemed
to have had a high opinion of the agency was Bernie Madoff.

"I’m very close with the regulators so I’m not trying to say that
what they do is bad. As a matter of fact, my niece just married
one," Madoff said in 2007.
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In His Own Words
At this 2007 meeting of a non-profit group called
the Philoctetes Center, Bernie Madoff seemed to
think the SEC was doing a good job!
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financial investigator,
describes the warning signs that should have
alerted others to suspect Bernie Madoff.

VIDEO
The Man Who Knew
Harry Markopolos
repeatedly told the
Securities and Exchange

Commission that Bernie Madoff's investment fund
was a fraud. He was ignored, and investors lost
billions of dollars. Steve Kroft reports.

PHOTO ESSAY
Madoff's Victims
A look at some of Bernard Madoff's
famous clients.

Watch the entire video of Bernie Madoff
participating at a roundtable discussion at The
Philoctetes Center in New York in October
2007
Madoff Customer List
Fairfield Greenwich Statement

Previous  1  2  3  4  Next

Besides his niece's husband, who left the SEC last year,
Madoff had longstanding ties to agency and was called upon
to give advice. At a 2007 meeting of a non-profit group called
The Philoctetes Center, he seemed to think the SEC was
doing a great job. 

"In today’s regulatory environment, it's virtually impossible to
violate rules. This is something that the public really doesn’t
understand. But it's impossible for a violation to go
undetected, certainly not for a considerable period of time,"
Madoff said. 

Click here to watch the full video of the 2007 meeting at
The Philoctetes Center.

But don't try to tell that to The Philoctetes Center. Its main
benefactor, the and Betty and Norman Levy Foundation, was
fully invested in Madoff. 

It is one of dozens of charitable organizations that have been
devastated or wiped out. Madoff's customer list, single
spaced with small type, is 162 pages long with victims
running the gamut from Hollywood royalty to a carpenters'
pension fund in Syracuse, New York. 

Shelly Ludlow was forced to put her mother in a Medicaid-
assisted living facility while she packed up their apartment to
move in with a friend. All because of Bernie Madoff. 

"Our whole life has been turned upside down by this man that
sits in his penthouse and smirks," Ludlow said.

The same day in February, 70 miles away, Len and Marge
Forrest were leaving the house they just sold in Setauket,
Long Island and were preparing to drive to South Florida to
sell their condo there. They had their money with Madoff for
30 years and lost an eight-figure family fortune two days
before his 80th birthday. 

Len Forrest told Kroft he thinks they had enough money to
live on for 60 days. 

Asked if he knows other people who are in the same situation, Forrest told Kroft, "Oh yes, We have a lot-
unfortunately. And I think probably the thing that tears me up more than anything is the fact that I recommended
Madoff to a number of people .And they lost their money, and I'll never stop feeling responsible for that. They
were all close family and friends."

Forrest and his friends thought they part of a small exclusive group of investors lucky enough to have a
connection with Bernie Madoff, and because they thought they were making 12 percent a year, they were not
inclined to ask a lot of questions. Harry Markopolos called it the classic affinity scam. 
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Reply to this comment

by thurston2001  June 15, 2009 1:02 PM EDT

I have no sympathy for greedy people who thought they were so much smarter than everyone else and
belonged to an exclusive club. I do feel sorry for the people who invested with feeder funds, funds who did not
do their job of due diligence.

by riffdex February 28, 2011 11:58 PM EST

What an ignorant thing to say. You are assuming that all of the people who invested with Madoff
were greedy people who thought they were outsmarting the market. The fact of the matter is, there
are many people who do not understand the markets or how investing even works, but they know it
is an important thing to do to grow their wealth for the future. Many who invested with Madoff were
simply introduced to Madoff by acquaintances. They did not necessarily know the returns were
unfeasible. Do you think they deserve to lose all of their money, simply because they are not experts
on the stock market?

Reply to this comment

by lmp2002 June 15, 2009 12:56 PM EDT

I feel very badly for the victims profiled but some of the interview data makes no sense. The Forrester's
profiled stated they have only 60 days of cash left after selling their home. This would mean that at age 80
they were fully mortgaged on their home (no equity) in what is likely a $750K or $1.0M+ property? I would
expect that with an "8 digit" porftoflio - that they did have access to for 30 years - that they would have paid
off their mortgage(s) by now. This would include the Florida home they were on their way to sell. Again, I am
sure this is causing a lot of finanical hardship but the statements do not seem to represent the actual situation
- and were justed added to sensationalize the story. Sadly, there are many people who did lose everything -
including their daily funds to live (I know some) I am just not sure it it this couple represented.

Reply to this comment

by lovegetpeace June 15, 2009 12:02 PM EDT

With Greed, Capitalism is self-destructive. If left alone, Capitalism will commit suicide.

Reply to this comment

by lovegetpeace June 15, 2009 12:01 PM EDT

Greed in Capitalism is like Cancer in Humans. You never know you have it until  it is too late.

by John_Merritt June 15, 2009 11:25 AM EDT

Well as they they say 'money talks.............and BS walks'. I am amzed at how many of these 'whistleblower'
cases are just swept under the rug. There are so many questions, with an equal amount of answers; but yet
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Reply to this comment

the American people has been spared from knowing about them. Why you ask? If I did not know
better.............somebody does not like us.

Reply to this comment

by wyo1943 June 15, 2009 7:17 AM EDT

Old Hebrew saying: A fool and his money MUST part......

Reply to this comment

by juwboy June 15, 2009 5:33 AM EDT

jincstress: 

A tiny fraction of 1% of the world`s Jews lost money in Madoff`s scheme but you describe it as a "financial
holocaust". 

Clearly, English is not your first language. 

Why don`t you go back where you came from?

Reply to this comment

by jincstress June 14, 2009 10:36 PM EDT

All those poor Jews. This is nothing less than a financial holocaust.

Reply to this comment

by stabill48 April  2, 2009 8:51 AM EDT

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.-- 
Where in that total article can anyone infer there was a lack of regualtion? Well, duh..how many time did
Markopolos go to the "regulators?" 

Please, those of you with glass bellybuttons...go optic.

Reply to this comment

by tugar04 March 13, 2009 11:05 PM EDT

I just read that Bernie Madoff's wife has $823 Million in various banks, in addition to other holdings such as a
yacht, etc....

JUST HOW BERNIE MADOFF GOT AWAY WITH IT ALL, FOR SO LONG...

With all these holdings and monies, and the wife (Ruth Madoff) not having any viable evidence as to how she
acquired such wealth, I don't see why Madoff's victims cannot get a substantial portion of their loses back.

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.
And Bill  Clinton was kept so busy with the Monica Lowinski business that he had no time to keep an eye on
most of the gov'ts business during his last years in office. Then George Bush came along and further relaxed
many of the laws enforced by the fed govt. He even contracted out a great deal of the work that was done by
govt employees to private contractors, who botched up things more times than not, for the people they were
being paid to service. 

BUT MADOFF KNEW HE HAD NOTHING TO FEAR FROM THE SEC under the Bush Administration. And if
anyone even thought to go the the SEC with their suspicions, they got nowhere. Because Madoff had officials
at the SEC eating out of his hands. And that should be investigated as well, because our govt is supposed to
work for us, (rich or poor), but work.
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VIDEO
A .960 Batting
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Harry Markopolos, a
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The Man Who Figured Out Madoff's Scheme
Tells 60 Minutes Many Suspected Madoff Fraud; Says SEC Is Incapable Of Finding Fraud

(CBS)  "An affinity scam is when you prey on groups that are
similar in nature to yourself. So I'm Greek. If I was gonna run
an affinity scam, I would run it on the Greek American
community here," Markopolos explained. "Bernie was Jewish,
so he ran it on the Jewish community in the United States.
But that wouldn't get him enough customers, 'cause he
always needed new money to keep the scheme going."

Over time, Madoff extended his reach from New York to Palm
Beach, Fla., where he enlisted hundreds of wealthy clients,
many of them recruited from his own country clubs. And he
also made connections that gave him entree to Europe, and
the hedge funds capital of America, Greenwich, Conn.

It was in Greenwich that Bernie Madoff made some of his
biggest deals with large investment firms that were willing to
feed him billions of dollars of their clients' money to manage.
And in return, Bernie Madoff agreed to pay the so-called
feeder funds a fortune in annual fees. The largest of the
feeder funds was the Fairfield Greenwich Group.

"How much money did Fairfield make off Bernie Madoff every
year?" Kroft asked Markopolos.

"Hundreds of millions of dollars," he replied.

"If you're a feeder fund or a fund of funds thing, what's your
responsibility? What are you supposed to do for those
hundreds of millions of dollars?" Kroft asked.

"You're supposed to identify the world's best hedge funds
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In His Own Words
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financial investigator,
describes the warning signs that should have
alerted others to suspect Bernie Madoff.

VIDEO
The Man Who Knew
Harry Markopolos
repeatedly told the
Securities and Exchange

Commission that Bernie Madoff's investment fund
was a fraud. He was ignored, and investors lost
billions of dollars. Steve Kroft reports.

PHOTO ESSAY
Madoff's Victims
A look at some of Bernard Madoff's
famous clients.

Watch the entire video of Bernie Madoff
participating at a roundtable discussion at The
Philoctetes Center in New York in October
2007
Madoff Customer List
Fairfield Greenwich Statement

Previous  1  2  3  4

managers and invest only in them. And you're supposed to
make sure they're not running Ponzi schemes," Markopolos
said.

"The real steroids here were the feeder funds. That's what
made it an international Ponzi scheme," attorney David Boies
told Kroft.

Boies, one of the most prominent lawyers in the country, is
representing Fairfield Greenwich investors, who lost nearly $7
billon when Madoff went under. They are suing the firm for
gross negligence, claiming it failed to investigate Madoff
thoroughly or monitor his activities as it promised to do in its
marketing materials.

"Analysis of portfolio composition, portfolio stress testing, risk
management, asset verification. Do you think that really
happened?" Kroft asked.

"No. We know it didn't happen. Because we know all they did
was turn the money over to Bernie Madoff. And they did that
for 20 years," Boies said. "They essentially did nothing except
lose their investors' money. And enjoy very luxurious lifestyles
from the money they took out."

Walter Noel, one of the founding partners of Fairfield
Greenwich, declined to talk to 60 Minutes and was reportedly
lying low with his wife at their compound on the private island
of Mustique. But in a statement to 60 Minutes, his firm said it
too was a victim of Bernie Madoff, that it had placed too much
trust in his "then-impeccable…reputation" and in the fact that
there had been "multiple reviews of Madoff by the SEC."

Click here to read the full Fairfield Greenwich statement.

In the end, Harry Markopolos had been right about Bernie
Madoff. He would be going to prison, but not because of
anything that Markopolos or the SEC did. In a bad economy,
Madoff's lies simply collapsed under their own weight. 

"No one was investigating Mr. Madoff at the end," Markopolos
said. 

"So he turned himself in before anybody, in a position of authority, began a serious investigation?" Kroft asked.

"That's typically how the SEC does it," Markopolos said. "They come in after the crime has been committed, they
toe-tag the victims, count the bodies, and try to figure out who the crooks were after the fact, which does none of
us any good."
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Reply to this comment

by thurston2001  June 15, 2009 1:02 PM EDT

I have no sympathy for greedy people who thought they were so much smarter than everyone else and
belonged to an exclusive club. I do feel sorry for the people who invested with feeder funds, funds who did not
do their job of due diligence.

by riffdex February 28, 2011 11:58 PM EST

What an ignorant thing to say. You are assuming that all of the people who invested with Madoff
were greedy people who thought they were outsmarting the market. The fact of the matter is, there
are many people who do not understand the markets or how investing even works, but they know it
is an important thing to do to grow their wealth for the future. Many who invested with Madoff were
simply introduced to Madoff by acquaintances. They did not necessarily know the returns were
unfeasible. Do you think they deserve to lose all of their money, simply because they are not experts
on the stock market?

Reply to this comment

by lmp2002 June 15, 2009 12:56 PM EDT

I feel very badly for the victims profiled but some of the interview data makes no sense. The Forrester's
profiled stated they have only 60 days of cash left after selling their home. This would mean that at age 80
they were fully mortgaged on their home (no equity) in what is likely a $750K or $1.0M+ property? I would
expect that with an "8 digit" porftoflio - that they did have access to for 30 years - that they would have paid
off their mortgage(s) by now. This would include the Florida home they were on their way to sell. Again, I am
sure this is causing a lot of finanical hardship but the statements do not seem to represent the actual situation
- and were justed added to sensationalize the story. Sadly, there are many people who did lose everything -
including their daily funds to live (I know some) I am just not sure it it this couple represented.

Reply to this comment

by lovegetpeace June 15, 2009 12:02 PM EDT

With Greed, Capitalism is self-destructive. If left alone, Capitalism will commit suicide.

Reply to this comment

by lovegetpeace June 15, 2009 12:01 PM EDT

Greed in Capitalism is like Cancer in Humans. You never know you have it until  it is too late.

by John_Merritt June 15, 2009 11:25 AM EDT

Well as they they say 'money talks.............and BS walks'. I am amzed at how many of these 'whistleblower'
cases are just swept under the rug. There are so many questions, with an equal amount of answers; but yet
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Reply to this comment

the American people has been spared from knowing about them. Why you ask? If I did not know
better.............somebody does not like us.

Reply to this comment

by wyo1943 June 15, 2009 7:17 AM EDT

Old Hebrew saying: A fool and his money MUST part......

Reply to this comment

by juwboy June 15, 2009 5:33 AM EDT

jincstress: 

A tiny fraction of 1% of the world`s Jews lost money in Madoff`s scheme but you describe it as a "financial
holocaust". 

Clearly, English is not your first language. 

Why don`t you go back where you came from?

Reply to this comment

by jincstress June 14, 2009 10:36 PM EDT

All those poor Jews. This is nothing less than a financial holocaust.

Reply to this comment

by stabill48 April  2, 2009 8:51 AM EDT

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.-- 
Where in that total article can anyone infer there was a lack of regualtion? Well, duh..how many time did
Markopolos go to the "regulators?" 

Please, those of you with glass bellybuttons...go optic.

Reply to this comment

by tugar04 March 13, 2009 11:05 PM EDT

I just read that Bernie Madoff's wife has $823 Million in various banks, in addition to other holdings such as a
yacht, etc....

JUST HOW BERNIE MADOFF GOT AWAY WITH IT ALL, FOR SO LONG...

With all these holdings and monies, and the wife (Ruth Madoff) not having any viable evidence as to how she
acquired such wealth, I don't see why Madoff's victims cannot get a substantial portion of their loses back.

Folks, all of this happened because of numerous: "De-Regulations" that took place under Ronald Reagan.
And Bill  Clinton was kept so busy with the Monica Lowinski business that he had no time to keep an eye on
most of the gov'ts business during his last years in office. Then George Bush came along and further relaxed
many of the laws enforced by the fed govt. He even contracted out a great deal of the work that was done by
govt employees to private contractors, who botched up things more times than not, for the people they were
being paid to service. 

BUT MADOFF KNEW HE HAD NOTHING TO FEAR FROM THE SEC under the Bush Administration. And if
anyone even thought to go the the SEC with their suspicions, they got nowhere. Because Madoff had officials
at the SEC eating out of his hands. And that should be investigated as well, because our govt is supposed to
work for us, (rich or poor), but work.

Andy Rooney Finds Mistakes

How Andy Rooney Celebrates New
Year's Eve

http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8075431
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8075431
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8074463
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8074463
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8074391
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8074391
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8073846
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=8073846
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=7754419
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=7754419
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=7688120
http://www.cbsnews.com/8618-18560_162-4833667.html?assetTypeId=30&messageId=7688120
http://www.cbsnews.com/video/watch/?id=7228422n
http://www.cbsnews.com/video/watch/?id=7206286n
http://www.cbsnews.com/video/watch/?id=7206286n
http://www.cbsnews.com/sections/60minutes/rooney/main3419.shtml


The Man Who Figured Out Madoff's Scheme - 60 Minutes - CBS News

http://www.cbsnews.com/stories/2009/02/27/60minutes/main4833667_page4.shtml[3/5/2011 9:15:18 PM]

Hot Topics: China  United Nations  Social Security  North Korea  Terrorism  Capital Punishment  Immigration  Marijuana  Gay Marriage  Foreclosures

About CBS  Advertise  User Feedback  Visit other CBS Interactive sites: Select Site  

Copyright ©2011 CBS Interactive Inc. All rights reserved  Privacy Policy  Ad Choice  Terms of Use  Mobile User Agreement

1  2  3  4 ... 7  See all 69 Comments next

Subscribe to this comment thread by email

SUBMIT

ADD A COMMENT

Log in or create an account to post a comment.  OR

Comment

The posting of advertisements, profanity, or personal attacks is prohibited. By using this Web site you agree to accept
our Terms of Service.  Click here to read the Rules of Engagement.

CBSNews.com Site Map  Video Site Map  Mobile/WAP Site  Help  Contact Us  CBS Bios  Careers  Internships

http://www.cbsnews.com/2741-202_162-847.html
http://www.cbsnews.com/2741-202_162-841.html
http://www.cbsnews.com/2741-201_162-760.html
http://www.cbsnews.com/2741-202_162-844.html
http://www.cbsnews.com/2741-202_162-846.html
http://www.cbsnews.com/2741-202_162-976.html
http://www.cbsnews.com/2741-202_162-977.html
http://www.cbsnews.com/2741-204_162-664.html
http://www.cbsnews.com/2741-201_162-843.html
http://www.cbsnews.com/2741-201_162-848.html
http://www.cbscorporation.com/
http://www.cbsinteractive.com/advertise/
http://www.cbsnews.com/htdocs/feedback/fb_news_form.shtml
http://legalterms.cbsinteractive.com/privacy
http://cbsiprivacy.custhelp.com/app/answers/detail/a_id/1272/
http://www.cbsinteractive.com/info/tou
http://www.cbsinteractive.com/info/eula
http://www.cbsnews.com/8601-18560_162-4833667-1.html?assetTypeId=30
http://www.cbsnews.com/8601-18560_162-4833667-2.html?assetTypeId=30
http://www.cbsnews.com/8601-18560_162-4833667-3.html?assetTypeId=30
http://www.cbsnews.com/8601-18560_162-4833667-6.html?assetTypeId=30
http://www.cbsnews.com/8601-18560_162-4833667.html?assetTypeId=30
http://www.cbsnews.com/8601-18560_162-4833667-1.html?assetTypeId=30
http://www.cbsnews.com/8601-18560_162-4833667-1.html?assetTypeId=30
http://www.cbsinteractive.com/info/tou
http://www.cbsnews.com/stories/2005/10/20/utility/main959709.shtml
http://www.cbsnews.com/stories/2005/12/08/utility/main1108861.shtml
http://www.cbsnews.com/stories/2006/03/31/utility/main1459753.shtml
http://wap.cbsnews.com/
https://cbsnews.custhelp.com/
http://www.cbsnews.com/htdocs/feedback/fb_news_form.shtml
http://www.cbsnews.com/stories/2002/10/17/utility/main525997.shtml
http://www.cbsnews.com/Careers
http://www.cbsnews.com/stories/2004/04/26/broadcasts/main613839.shtml
http://www.cbsnews.com/


NO ONE WOULD LISTEN::Markopolos

http://lp.wileypub.com/Markopolos/[3/5/2011 9:45:37 PM]

http://viewer.zmags.com/publication/994584aa
http://lp.wileypub.com/markopolos/index12.html
http://lp.wileypub.com/markopolos/index11.html
http://www.wiley.com/WileyCDA/WileyTitle/productCd-0470553731.html
http://www.gohastings.com/product/BOOK/No-One-Would-Listen-A-True-Financial-Thriller/sku/278923107.uts
http://www.indiebound.org/book/9780470553732
http://www.booksamillion.com/product/9780470553732?id=4651368358418
http://www.borders.com/online/store/TitleDetail?sku=0470553731
http://search.barnesandnoble.com/No-One-Would-Listen/Harry-Markopolos/e/9780470553732/
http://www.amazon.com/No-One-Would-Listen-Financial/dp/0470553731/ref=sr_1_1?ie=UTF8&qid=1265136717&sr=8-1
http://lp.wileypub.com/Markopolos/index2.html
http://www.audible.com/adbl/site/products/ProductDetail.jsp?BV_UseBVCookie=Yes&productID=BK_ADBL_001959

http://lp.wileypub.com/markopolos/mp3.html

	Steve Kroft of CBS 60 Minutes interviews Harry Markopolos, The Man Who Figured Out Madoff's Scheme 14jun9
	Part 1
	http://www.cbsnews.com/stories/2009/02/27/60minutes/main4833667.shtml

	Part 2
	http://www.cbsnews.com/stories/2009/02/27/60minutes/main4833667_page2.shtml

	Part 3
	http://www.cbsnews.com/stories/2009/02/27/60minutes/main4833667_page3.shtml

	Part 4
	http://www.cbsnews.com/stories/2009/02/27/60minutes/main4833667_page4.shtml


	No One Would Listen, Harry Markopolos
	http://lp.wileypub.com/Markopolos/

	See also related articles by Dr Richard Cordero, Esq:
	http://Judicial-Discipline-Reform.org/docs/Dynamics_of_corruption.pdf
	http://Judicial-Discipline-Reform.org/Follow_money/How_fraud_scheme_works.pdf
	http://Judicial-Discipline-Reform.org/statistics&tables/bkr_stats/bkr_as_percent_new_cases.pdf
	Statement of facts about a judicially run  bankruptcy fraud scheme filed with the NY State Attorney General
	http://Judicial-Discipline-Reform.org/AG/1DrRCordero-AGESchneiderman_4feb11.pdf

	http://Judicial-Discipline-Reform.org/DeLano_course/17Law/DrRCordero_course&project.pdf
	http://Judicial-Discipline-Reform.org/Follow_money/DrCordero-journalists.pdf


	VzL21haW40ODMzNjY3LnNodG1sAA==: 
	tsearch: 
	query: 
	input6: 


	VzL21haW40ODMzNjY3LnNodG1sAA==: 
	newCommentForm: 
	subscribeComments: Off
	body: 


	40ODMzNjY3X3BhZ2UyLnNodG1sAA==: 
	tsearch: 
	query: 
	input6: 


	40ODMzNjY3X3BhZ2UzLnNodG1sAA==: 
	tsearch: 
	query: 
	input6: 


	40ODMzNjY3X3BhZ2U0LnNodG1sAA==: 
	tsearch: 
	query: 
	input6: 


	40ODMzNjY3X3BhZ2U0LnNodG1sAA==: 
	form1: 
	target: []


	40ODMzNjY3X3BhZ2U0LnNodG1sAA==: 
	newCommentForm: 
	subscribeComments: Off
	body: 




