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Turning 100 at Carnegie Hall,
And Bringing Some New Notes

By DANIEL J. WAKIN

Classical music tends to lionize
the great composer cut down in
youth, but Elliott Carter made a
mockery of that trope on Thurs-
day. Mr. Carter, the dean of
American composers, celebrated
his 100th birthday, on the day,
with a concert at Carnegie Hall.

He had a piece on the program,
of course, but not some chestnut
written when he was a student in
Paris in the 1930s or an avant-
gardist in New York in the 1950s
or a Pulitzer Prize winner in the
1960s or a setter of American po-
etry in the 1970s or a begetter of
chamber music and concertos in
the 1980s.

Mr. Carter wrote the 17-minute
piece, for piano and orchestra,

just last year, at 98. In fact, since
he turned 90, Mr. Carter has
poured out more than 40 pub-
lished works, an extraordinary
burst of creativity at a stage
when most people would be mak-
ing peace with mortality.

His first opera had its premiere
in 1999. He produced 10 works in
2007 and six more this year. “I
don’t know how I did it,” Mr. Car-
ter said on Tuesday in the clut-
tered but homey Greenwich Vil-
lage apartment where he has
lived since 1945. “The earlier part
of my life I felt I was more or less
exploring what I would like to
write. Now I’ve found it out, and I

Continued on Page A36
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From right, Daniel Barenboim and James Levine onstage at
Carnegie Hall to help Elliott Carter celebrate his birthday.
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A cemetery in Harare, Zimbabwe, where cholera has killed more than 780 since August. More photos: nytimes.com/world. 

By CELIA W. DUGGER

HARARE, Zimbabwe — Chol-
era swept through the five
youngest children in the Chigudu
family with cruel and bewilder-
ing haste. 

On a recent Saturday, the chil-
dren had chased one another
through streets that flow with
raw sewage, and chattered hap-
pily as they bedded down for the
night. The diarrhea and vomiting
began around midnight. Rela-
tives frantically prepared solu-
tions of water, sugar and salt for
the youngsters, aged 20 months
to 12 years, to drink. 

But by morning, they were
limp and hollow-eyed. The dis-
ease was draining their bodies of
fluid. 

“Then they started to die,” said
their brother Lovegot, 18. “Prisca
was first, second Sammy, then
Shantel, Clopas and Aisha, the lit-
tlest one, last.”

A ferocious cholera epidemic,
spread by water contaminated
with human excrement, has
stricken more than 16,000 people
across Zimbabwe since August
and killed more than 780. Presi-
dent Robert G. Mugabe said
Thursday that the epidemic had
ended, but health experts are
warning that the number of cases
could surpass 60,000, and that

half the country’s population of 12
million is at risk.

The outbreak is yet more evi-
dence that Zimbabwe’s most fun-
damental public services — in-
cluding water and sanitation,
public schools and hospitals —
are shutting down, much like the
organs of a severely dehydrated
cholera victim. 

Zimbabwe’s once promising
economy, disastrously misman-
aged by Mr. Mugabe’s govern-
ment, has been spiraling down-
ward for almost a decade, but 

Continued on Page A18

Cholera Epidemic Sweeping
Across Crumbling Zimbabwe

By PATRICK McGEEHAN

Well-paid professionals like
lawyers, accountants and archi-
tects are joining the rapidly ex-
panding unemployment rolls in
New York City, as the effects of
the financial crisis have spread
beyond Wall Street not only to
other white-collar industries but
also to the construction and retail
trades, a new report shows.

The number of white-collar
workers outside the financial in-
dustry receiving unemployment
checks was up by more than 40
percent in October from the same
month last year, and the number
of college graduates collecting
benefits was up by 50 percent, ac-
cording to the report by the Fis-
cal Policy Institute, a nonprofit
research group.

“Unemployment is starting to
shoot up in New York City, and
it’s affecting a spectrum of work-
ers, both professionals and blue-
collar,” said James Parrott, the
institute’s chief economist and
author of the report. “It’s hitting
young workers and older work-
ers, and it’s poised to rise dra-
matically in the weeks and
months ahead.” 

The report comes amid contin-
ued bad news in the financial in-
dustry. On Thursday, Bank of
America said it planned to cut
30,000 to 35,000 positions over the
next three years as it digests its
acquisition of Merrill Lynch.
[Page B6.]

The report, based on state and
federal unemployment statistics,
provides hard data confirming a
trend that was until now best un-
derstood anecdotally. It also
showed that New York entered
the recession much later than the
rest of the country, largely be-
cause hiring by law and account-
ing firms, media companies and
tourism-related industries re-
mained strong through the first
half of the year.

As recently as July, the num-
Continued on Page A38
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Far Beyond Wall St.

of Kirkuk. At least 48 people were
killed in the bombing, apparently
aimed at provoking extremists
along widening ethnic fault lines
just as American plans to with-
draw militarily from Iraq became
official.

By TIMOTHY WILLIAMS

BAGHDAD — A suicide bomb-
er attacked a packed restaurant
on Thursday where Sunni Arabs
and Kurds were meeting to ease
friction in the tense northern city

Nearly 100 were wounded in
the bombing, which was the
deadliest in Iraq in six months. It
occurred north of Kirkuk in a
huge restaurant filled with as
many as 3,000 people celebrating
the end of the holiday Id al-Adha.

“All of a sudden we heard a
very loud explosion,” said Shir-
zad Mowfak Zangana, a supervi-
sor at the restaurant. “Two of the
walls collapsed, and then the
next thing I remember is that I
felt blood covering my face. Peo-
ple were screaming. Children
were crying. Smoke filled all
three dining rooms.”

The apparent target was sym-
bolic and incendiary: a meeting
of Kurdish officials and Sunni
Arab members of the Awakening,
mostly former insurgents now
working for the government, try-
ing to reduce tension between Ar-
abs and Kurds, each with claims
on the oil-rich city of Kirkuk. 

Even before the bombing, the
fear of violence in Kirkuk was so 
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Attack Kills 48 in Iraq at Meeting to Ease Tensions
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An injured girl on Thursday after a suicide bombing in Kirkuk.
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By DAVID M. HERSZENHORN
WASHINGTON — The Senate

on Thursday night abandoned ef-
forts to fashion a government
rescue of the American automo-
bile industry, as Senate Repub-
licans refused to support a bill en-
dorsed by the White House and
Congressional Democrats. 

The failure to reach agreement
on Capitol Hill raised a specter of
financial collapse for General
Motors and Chrysler, which say
they may not be able to survive
through this month.

After Senate Republicans
balked at supporting a $14 billion
auto rescue plan approved by the
House on Wednesday, negotia-
tors worked late into Thursday
evening to broker a deal, but
deadlocked over Republican de-
mands for steep cuts in pay and
benefits by the United Automo-
bile Workers union in 2009. 

The failure in Congress to pro-
vide a financial lifeline for G.M.
and Chrysler was a bruising de-
feat for President Bush in the
waning weeks of his term, and
also for President-elect Barack
Obama, who earlier on Thursday
urged Congress to act to avoid a
further loss of jobs in an already
deeply debilitated economy.

“It’s over with,” the Senate
majority leader, Harry Reid of
Nevada, said on the Senate floor,
after it was clear that a deal could
not be reached. “I dread looking
at Wall Street tomorrow. It’s not
going to be a pleasant sight.” 

Mr. Reid added: “This is going
to be a very, very bad Christmas
for a lot of people as a result of
what takes place here tonight.” 

The Republican leader, Senator
Mitch McConnell of Kentucky,

said: “We have had before us this
whole question of the viability of
the American automobile manu-
facturers. None of us want to see
them go down, but very few of us
had anything to do with the di-
lemma that they have created for
themselves.” 

Mr. McConnell added: “The
administration negotiated in
good faith with the Democratic
majority a proposal that was sim-
ply unacceptable to the vast ma-
jority of our side because we
thought it frankly wouldn’t
work.” 

Moments later, the Senate
failed to win the 60 votes need to
bring up the auto rescue plan for
consideration. The Senate voted
52 to 35 with 10 Republicans join-
ing 40 Democrats and 2 inde-
pendents in favor. The White
House issued said it would con-
sider alternatives but offered no
assurances. 
“It’s disappointing that Congress
failed to act tonight,” Tony Frat-

SENATE ABANDONS
AUTO BAILOUT BID
AFTER G.O.P. BALKS

$14 Billion Denied for G.M. and Chrysler
— Pressure on President to Act
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By DIANA B. HENRIQUES
and ZACHERY KOUWE

On Wall Street, his name is leg-
endary. With money he had made
as a lifeguard on the beaches of
Long Island, he built a trading
powerhouse that had prospered
for more than four decades. At
age 70, he had become an influ-
ential spokesman for the traders
who are the hidden gears of the
marketplace.

But on Thursday morning, this
consummate trader, Bernard L.
Madoff, was arrested at his Man-
hattan home by federal agents
who accused him of running a
multibillion-dollar fraud scheme
— perhaps the largest in Wall
Street’s history.

Regulators have not yet ver-
ified the scale of the fraud. But
the criminal complaint filed
against Mr. Madoff on Thursday
in federal court in Manhattan re-
ports that he estimated the losses
at $50 billion. “We are alleging a
massive fraud — both in terms of
scope and duration,” said Linda
Chatman Thomsen, director of
the enforcement division at the
Securities and Exchange Com-
mission. “We are moving quickly 

U.S. Arrests
A Top Trader
In Vast Fraud

Continued on Page B5

By SUSAN SAULNY 
and MONICA DAVEY

CHICAGO — President-elect
Barack Obama pledged Thurs-
day to disclose any interaction
between his transition team and
the office of besieged Gov. Rod R.
Blagojevich of Illinois, while de-
claring again that he and his staff
had no involvement in deal-mak-
ing over an appointment to his
vacated Senate seat. 

Federal officials also acknowl-
edged that a grand jury was
weighing evidence in the case
against Mr. Blagojevich, though
the timing of any indictment was
unclear. Mr. Blagojevich was ar-
rested Tuesday on charges of
conspiracy and soliciting bribes
in a case that involved, among
other things, accusations that he
had sought to put Mr. Obama’s
seat in the Senate up for sale.

In a rare firsthand account of
how Mr. Blagojevich, a two-term
Democrat, went about the selec-
tion process, an Illinois state sen-
ator said in an interview that he
had felt pressured to respond to
the governor’s interest in him
with a quid pro quo agreement
and has withdrawn his name be-
cause of increasing wariness 

Continued on Page A31
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For the first time since 1983, worldwide
oil consumption is expected to drop this
year, according to the International En-
ergy Agency. PAGE B6
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Today, early rain, clouds, then turn-
ing brighter, breezy, high 42. To-
night, cold, turning breezy, low 25.
Tomorrow, sunny, chilly, high 32.
Weather map appears on Page A30.
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Turning 100 at Carnegie Hall,
And Bringing Some New Notes

By DANIEL J. WAKIN

Classical music tends to lionize
the great composer cut down in
youth, but Elliott Carter made a
mockery of that trope on Thurs-
day. Mr. Carter, the dean of
American composers, celebrated
his 100th birthday, on the day,
with a concert at Carnegie Hall.

He had a piece on the program,
of course, but not some chestnut
written when he was a student in
Paris in the 1930s or an avant-
gardist in New York in the 1950s
or a Pulitzer Prize winner in the
1960s or a setter of American po-
etry in the 1970s or a begetter of
chamber music and concertos in
the 1980s.

Mr. Carter wrote the 17-minute
piece, for piano and orchestra,

just last year, at 98. In fact, since
he turned 90, Mr. Carter has
poured out more than 40 pub-
lished works, an extraordinary
burst of creativity at a stage
when most people would be mak-
ing peace with mortality.

His first opera had its premiere
in 1999. He produced 10 works in
2007 and six more this year. “I
don’t know how I did it,” Mr. Car-
ter said on Tuesday in the clut-
tered but homey Greenwich Vil-
lage apartment where he has
lived since 1945. “The earlier part
of my life I felt I was more or less
exploring what I would like to
write. Now I’ve found it out, and I

Continued on Page A36
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From right, Daniel Barenboim and James Levine onstage at
Carnegie Hall to help Elliott Carter celebrate his birthday.

U(D54G1D)y+,!z!\!"!:
FOR HOME DELIVERY CALL 1-800-NYTIMES

THE NEW YORK TIMES

A cemetery in Harare, Zimbabwe, where cholera has killed more than 780 since August. More photos: nytimes.com/world. 

By CELIA W. DUGGER

HARARE, Zimbabwe — Chol-
era swept through the five
youngest children in the Chigudu
family with cruel and bewilder-
ing haste. 

On a recent Saturday, the chil-
dren had chased one another
through streets that flow with
raw sewage, and chattered hap-
pily as they bedded down for the
night. The diarrhea and vomiting
began around midnight. Rela-
tives frantically prepared solu-
tions of water, sugar and salt for
the youngsters, aged 20 months
to 12 years, to drink. 

But by morning, they were
limp and hollow-eyed. The dis-
ease was draining their bodies of
fluid. 

“Then they started to die,” said
their brother Lovegot, 18. “Prisca
was first, second Sammy, then
Shantel, Clopas and Aisha, the lit-
tlest one, last.”

A ferocious cholera epidemic,
spread by water contaminated
with human excrement, has
stricken more than 16,000 people
across Zimbabwe since August
and killed more than 780. Presi-
dent Robert G. Mugabe said
Thursday that the epidemic had
ended, but health experts are
warning that the number of cases
could surpass 60,000, and that

half the country’s population of 12
million is at risk.

The outbreak is yet more evi-
dence that Zimbabwe’s most fun-
damental public services — in-
cluding water and sanitation,
public schools and hospitals —
are shutting down, much like the
organs of a severely dehydrated
cholera victim. 

Zimbabwe’s once promising
economy, disastrously misman-
aged by Mr. Mugabe’s govern-
ment, has been spiraling down-
ward for almost a decade, but 
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Cholera Epidemic Sweeping
Across Crumbling Zimbabwe

By PATRICK McGEEHAN

Well-paid professionals like
lawyers, accountants and archi-
tects are joining the rapidly ex-
panding unemployment rolls in
New York City, as the effects of
the financial crisis have spread
beyond Wall Street not only to
other white-collar industries but
also to the construction and retail
trades, a new report shows.

The number of white-collar
workers outside the financial in-
dustry receiving unemployment
checks was up by more than 40
percent in October from the same
month last year, and the number
of college graduates collecting
benefits was up by 50 percent, ac-
cording to the report by the Fis-
cal Policy Institute, a nonprofit
research group.

“Unemployment is starting to
shoot up in New York City, and
it’s affecting a spectrum of work-
ers, both professionals and blue-
collar,” said James Parrott, the
institute’s chief economist and
author of the report. “It’s hitting
young workers and older work-
ers, and it’s poised to rise dra-
matically in the weeks and
months ahead.” 

The report comes amid contin-
ued bad news in the financial in-
dustry. On Thursday, Bank of
America said it planned to cut
30,000 to 35,000 positions over the
next three years as it digests its
acquisition of Merrill Lynch.
[Page B6.]

The report, based on state and
federal unemployment statistics,
provides hard data confirming a
trend that was until now best un-
derstood anecdotally. It also
showed that New York entered
the recession much later than the
rest of the country, largely be-
cause hiring by law and account-
ing firms, media companies and
tourism-related industries re-
mained strong through the first
half of the year.

As recently as July, the num-
Continued on Page A38
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of Kirkuk. At least 48 people were
killed in the bombing, apparently
aimed at provoking extremists
along widening ethnic fault lines
just as American plans to with-
draw militarily from Iraq became
official.

By TIMOTHY WILLIAMS

BAGHDAD — A suicide bomb-
er attacked a packed restaurant
on Thursday where Sunni Arabs
and Kurds were meeting to ease
friction in the tense northern city

Nearly 100 were wounded in
the bombing, which was the
deadliest in Iraq in six months. It
occurred north of Kirkuk in a
huge restaurant filled with as
many as 3,000 people celebrating
the end of the holiday Id al-Adha.

“All of a sudden we heard a
very loud explosion,” said Shir-
zad Mowfak Zangana, a supervi-
sor at the restaurant. “Two of the
walls collapsed, and then the
next thing I remember is that I
felt blood covering my face. Peo-
ple were screaming. Children
were crying. Smoke filled all
three dining rooms.”

The apparent target was sym-
bolic and incendiary: a meeting
of Kurdish officials and Sunni
Arab members of the Awakening,
mostly former insurgents now
working for the government, try-
ing to reduce tension between Ar-
abs and Kurds, each with claims
on the oil-rich city of Kirkuk. 

Even before the bombing, the
fear of violence in Kirkuk was so 
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An injured girl on Thursday after a suicide bombing in Kirkuk.
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By DAVID M. HERSZENHORN
WASHINGTON — The Senate

on Thursday night abandoned ef-
forts to fashion a government
rescue of the American automo-
bile industry, as Senate Repub-
licans refused to support a bill en-
dorsed by the White House and
Congressional Democrats. 

The failure to reach agreement
on Capitol Hill raised a specter of
financial collapse for General
Motors and Chrysler, which say
they may not be able to survive
through this month.

After Senate Republicans
balked at supporting a $14 billion
auto rescue plan approved by the
House on Wednesday, negotia-
tors worked late into Thursday
evening to broker a deal, but
deadlocked over Republican de-
mands for steep cuts in pay and
benefits by the United Automo-
bile Workers union in 2009. 

The failure in Congress to pro-
vide a financial lifeline for G.M.
and Chrysler was a bruising de-
feat for President Bush in the
waning weeks of his term, and
also for President-elect Barack
Obama, who earlier on Thursday
urged Congress to act to avoid a
further loss of jobs in an already
deeply debilitated economy.

“It’s over with,” the Senate
majority leader, Harry Reid of
Nevada, said on the Senate floor,
after it was clear that a deal could
not be reached. “I dread looking
at Wall Street tomorrow. It’s not
going to be a pleasant sight.” 

Mr. Reid added: “This is going
to be a very, very bad Christmas
for a lot of people as a result of
what takes place here tonight.” 

The Republican leader, Senator
Mitch McConnell of Kentucky,

said: “We have had before us this
whole question of the viability of
the American automobile manu-
facturers. None of us want to see
them go down, but very few of us
had anything to do with the di-
lemma that they have created for
themselves.” 

Mr. McConnell added: “The
administration negotiated in
good faith with the Democratic
majority a proposal that was sim-
ply unacceptable to the vast ma-
jority of our side because we
thought it frankly wouldn’t
work.” 

Moments later, the Senate
failed to win the 60 votes need to
bring up the auto rescue plan for
consideration. The Senate voted
52 to 35 with 10 Republicans join-
ing 40 Democrats and 2 inde-
pendents in favor. The White
House issued said it would con-
sider alternatives but offered no
assurances. 
“It’s disappointing that Congress
failed to act tonight,” Tony Frat-

SENATE ABANDONS
AUTO BAILOUT BID
AFTER G.O.P. BALKS

$14 Billion Denied for G.M. and Chrysler
— Pressure on President to Act

Continued on Page A26

By DIANA B. HENRIQUES
and ZACHERY KOUWE

On Wall Street, his name is leg-
endary. With money he had made
as a lifeguard on the beaches of
Long Island, he built a trading
powerhouse that had prospered
for more than four decades. At
age 70, he had become an influ-
ential spokesman for the traders
who are the hidden gears of the
marketplace.

But on Thursday morning, this
consummate trader, Bernard L.
Madoff, was arrested at his Man-
hattan home by federal agents
who accused him of running a
multibillion-dollar fraud scheme
— perhaps the largest in Wall
Street’s history.

Regulators have not yet ver-
ified the scale of the fraud. But
the criminal complaint filed
against Mr. Madoff on Thursday
in federal court in Manhattan re-
ports that he estimated the losses
at $50 billion. “We are alleging a
massive fraud — both in terms of
scope and duration,” said Linda
Chatman Thomsen, director of
the enforcement division at the
Securities and Exchange Com-
mission. “We are moving quickly 

U.S. Arrests
A Top Trader
In Vast Fraud

Continued on Page B5

By SUSAN SAULNY 
and MONICA DAVEY

CHICAGO — President-elect
Barack Obama pledged Thurs-
day to disclose any interaction
between his transition team and
the office of besieged Gov. Rod R.
Blagojevich of Illinois, while de-
claring again that he and his staff
had no involvement in deal-mak-
ing over an appointment to his
vacated Senate seat. 

Federal officials also acknowl-
edged that a grand jury was
weighing evidence in the case
against Mr. Blagojevich, though
the timing of any indictment was
unclear. Mr. Blagojevich was ar-
rested Tuesday on charges of
conspiracy and soliciting bribes
in a case that involved, among
other things, accusations that he
had sought to put Mr. Obama’s
seat in the Senate up for sale.

In a rare firsthand account of
how Mr. Blagojevich, a two-term
Democrat, went about the selec-
tion process, an Illinois state sen-
ator said in an interview that he
had felt pressured to respond to
the governor’s interest in him
with a quid pro quo agreement
and has withdrawn his name be-
cause of increasing wariness 

Continued on Page A31
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For the first time since 1983, worldwide
oil consumption is expected to drop this
year, according to the International En-
ergy Agency. PAGE B6

Drop in Global Oil Use Seen

Today, early rain, clouds, then turn-
ing brighter, breezy, high 42. To-
night, cold, turning breezy, low 25.
Tomorrow, sunny, chilly, high 32.
Weather map appears on Page A30.
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and decisively to stop the fraud
and protect remaining assets for
investors.”

Andrew M. Calamari, an asso-
ciate director for enforcement in
the S.E.C.’s regional office in New
York, said the case involved “a
stunning fraud that appears to be
of epic proportions.”

According to his lawyers, Mr.
Madoff was released on a $10 mil-
lion bond. “Bernie Madoff is a
longstanding leader in the finan-
cial services industry,” said Dan-
iel Horwitz, one of his lawyers.
“He will fight to get through this
unfortunate set of events.”

Mr. Madoff’s brother and busi-
ness colleague, Peter Madoff, de-
clined to comment on the case or
discuss its implications for the
Madoff firm, which at one point
was the largest market maker on
the electronic Nasdaq market,
regularly operating as both a
buyer and seller of a host of wide-
ly traded securities. The firm em-
ployed hundreds of traders. 

There was some worry on Wall
Street that Mr. Madoff’s fall
would shake more foundations
than his own.

According to the most recent
federal filings, Bernard L. Madoff
Investment Securities, the firm
he founded in 1960, operated
more than two dozen funds over-
seeing $17 billion.

These funds have been widely
marketed to wealthy investors,
hedge funds and other institu-
tional customers for more than a
decade, although an S.E.C. filing
in the case said the firm reported
having 11 to 23 clients at the be-
ginning of this year.

At the request of the Securities
and Exchange Commission, a
federal judge appointed a receiv-
er on Thursday evening to secure
the Madoff firm’s overseas ac-
counts and warned the firm not
to move any assets until he had
ruled on whether to freeze the as-
sets. 

A hearing on that request is
scheduled for Friday.

Regulators said they hoped to
have a clearer picture of the
losses facing investors by that
court hearing. 

“We have 16 examiners on site
all day and through the night por-
ing over the records,” said Mr.
Calamari of the S.E.C.

The Madoff funds attracted in-
vestors with the promise of high

returns and low fees. One of Mr.
Madoff’s more prominent funds,
the Fairfield Sentry fund, report-
ed having $7.3 billion in assets in
October and claimed to have paid
more than 11 percent interest
each year through its 15-year
track record.

Competing hedge fund manag-
ers have wondered privately for
years how Mr. Madoff generated
such high returns, in bull mar-
kets and bear, given the general-
ly low-yielding investment strat-
egies he described to his clients.

“The numbers were too good to
be true, for too long,” said Girish
Reddy, a managing director at
Prisma Partners, an investment
firm that invests in hedge funds.
“And the supporting infrastruc-
ture was weak.” Mr. Reddy said
his firm had looked at the Madoff
funds but decided against invest-
ing in them because their per-

formance was too consistently
positive, even in times when the
market was incredibly volatile.

But the essential drama is a
personal one — one laid out in the
dry language of a criminal com-
plaint by Lev L. Dassin, the act-
ing United States attorney in
Manhattan, and a regulatory law-
suit filed by the S.E.C. According
to those documents, the first
alarm bells rang at the firm on
Tuesday, when Mr. Madoff told a
senior executive he wanted to
pay his employees their annual
bonuses in December, two
months early.

Just days earlier, Mr. Madoff
had told another senior executive
he was struggling to raise cash to
cover about $7 billion in request-
ed withdrawals from his clients,
and he had appeared “to have
been under great stress in the
prior weeks,” according to the
S.E.C. complaint.

So on Wednesday, the senior
executive visited Mr. Madoff’s of-
fice, maintained on a separate
floor with records kept under
lock and key, and asked for an ex-
planation.

Instead, Mr. Madoff invited the
two executives to his Manhattan
apartment that evening. When
they joined him there, he told
them that his money-manage-

ment business was “all just one
big lie” and “basically, a giant
Ponzi scheme.”

The senior employees under-
stood him to be saying that he
had for years been paying re-
turns to certain investors out of
the cash received from other in-
vestors.

In that conversation, according
to the criminal complaint, Mr.
Madoff “stated that he was ‘fin-
ished,’ that he had ‘absolutely
nothing.’” 

By this account, Mr. Madoff
told the executives he intended to
surrender to the authorities in
about a week but first wanted to
distribute approximately $200
million to $300 million to “certain
selected employees, family and
friends.”

On Thursday morning, howev-
er, he was arrested on a single
count of securities fraud, which
carries a maximum penalty of 20
years in prison and a maximum
fine of $5 million.

According to the S.E.C., Mr.
Madoff confessed to an F.B.I.
agent that there was “no inno-
cent explanation” for his behav-
ior and he expected to go to jail.
He had lost money on his trades,
he told the agent, and had “paid
investors with money that wasn’t
there.”

Although not a household
name, Mr. Madoff’s firm has
played a significant role in the
structure of Wall Street for dec-
ades, both in traditional stock
trading and in the development
of newer electronic networks for
trading equities and derivatives.

In building those new trading
networks, his firm had formed
partnerships with some of the
largest brokerage businesses on
Wall Street, including Goldman
Sachs and Merrill Lynch.

Mr. Madoff founded Bernard L.
Madoff Investment Securities in
1960 and liked to tell interviewers
about earning his initial stake by
working as a lifeguard at city
beaches and installing under-
ground sprinkler systems.

By the early 1980s, his firm was
one of the largest independent
trading operations in the securi-
ties industry. The company had
around $300 million in assets in
2000 at the height of the Internet
bubble and ranked among the top
trading and securities firms in
the nation.

Mr. Madoff ran the business
with several family members, in-
cluding his brother Peter, his
nephew Charles, his niece Shana
and his sons Mark and Andrew.

U.S. Arrests a Top Trader in Vast Fraud
From Page A1

A firm that showed
big gains in good
times and bad.

Vikas Bajaj and Gretchen Mor-
genson contributed reporting. 
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G.M. says it is 
running through
$2 billion in cash a 
month and could run 
out by mid-2009. 
Democrats urge use 
of money from the 
financial bailout; the 
White House objects.

NOV. 18
SEEKING $25
BILLION IN LOANS

The chief executives 
of G.M., Ford and 
Chrysler face 
skeptical lawmakers 
and harsh questions 
at a Congressional 
hearing; they are told 
to come back with 
turnaround plans. 

DEC. 4
REQUEST GROWS
TO $34 BILLION

With turnaround 
plans in hand, auto 
executives drive to 
Washington — to 
ask for more money. 
Congress remains 
critical and divided 
on providing 
assistance.

DEC. 11
PLAN DIES ON
SENATE FLOOR

DEC. 12
WHITE HOUSE
WEIGHS IN

Republican 
opposition in the 
Senate kills a 
$14 billion 
rescue package 
that the House 
had approved a 
day earlier.

The Bush 
administration 
signals it would 
consider using 
some of the 
financial bailout 
money to help 
the automakers.

By STEPHEN LABATON
and DAVID M. HERSZENHORN

WASHINGTON — The Bush
administration said on Friday
that it was prepared to intervene
to prevent the collapse of General
Motors and Chrysler after Re-
publican senators blocked a com-
promise proposal to rescue the
automakers.

The decision came after a
tense standoff this week in which
senior White House officials
pleaded with Senate Republicans
not to block the measure, includ-
ing a warning by Vice President
Dick Cheney that they would be
remembered for decades as the
party of Herbert Hoover if the in-
dustry collapsed.

But while Senate Republicans
stood their ground — in open re-
volt against President Bush — it
was the White House that gave
in.

Shortly before the American
markets opened on Friday morn-
ing, White House and Treasury
Department officials, concerned
that steep declines in overseas
stock markets could provoke a
new round of market panic in the
United States, said the adminis-
tration would consider providing
temporary relief. 

After refusing for weeks to tap
the $700 billion financial rescue
fund, the administration suggest-
ed it would dip into the fund to at
least permit the companies to
continue their operations until
the new Congress and new ad-
ministration arrive next month.

“Because Congress failed to
act, we will stand ready to pre-
vent an imminent failure until
Congress reconvenes and acts to
address the long-term viability of
the industry,” said Brookly Mc-
Laughlin, a Treasury spokes-
woman.

Administration officials said
they had not decided how much
to loan the auto companies or on
what terms, and were spending
Friday examining their books
and cash-flow projections. 

The government officials said
they expected the companies and
the unions would be asked to
make significant concessions.
They also did not rule out the
prospect of a bankruptcy for one
or more of the companies, but
vowed that it would not be “un-
controlled,” meaning that enough
financing would be provided to
enable a reorganization. 

Senior administration officials
spent part of the day talking to
auto executives and their lobby-
ists. People briefed about the dis-
cussions said that Chrysler had 

White House Ready to Offer Aid to Auto Industry
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Cindy Spisak with Douglas Yandura after she was laid off Friday from a Chrysler plant in Detroit. 

Plan for Interim
Lending After
Senate Loss

Continued on Page A12

By ALEX BERENSON and DIANA B. HENRIQUES

For years, investors, rivals and
regulators all wondered how Ber-
nard L. Madoff worked his magic. 

But on Friday, less than 24
hours after this prominent Wall
Street figure was arrested on
charges connected with what au-
thorities portrayed as the biggest
Ponzi scheme in financial history,
hard questions began to be raised
about whether Mr. Madoff acted
alone and why his suspected con
game was not uncovered sooner.

As investors from Palm Beach
to New York to London counted
their losses on Friday in what Mr.
Madoff himself described as a
$50 billion fraud, federal authori-
ties took control of what re-
mained of his firm and began to
pore over its books. 

But some investors said they
had questioned Mr. Madoff’s sup-
posed investment prowess years
ago, pointing to his unnaturally
steady returns, his vague invest-
ment strategy and the obscure
accounting firm that audited his
books.

Despite these and other red
flags, hedge fund companies kept
promoting Mr. Madoff’s funds to
other funds and individuals.
More recently, banks like Nomu-
ra, the Japanese firm, began so-
liciting investors for Mr. Madoff
internationally. The Securities
and Exchange Commission,
which investigated Mr. Madoff in
1992 but cleared him of wrongdo-
ing, appears to have been com-
pletely surprised by the charges
of fraud.

Now thousands, possibly tens
of thousands, of investors con-
front losses that range from seri-
ous to devastating. Some families
said on Friday that they believed
they had lost all their savings. A
charity in Massachusetts said it
had lost essentially its entire en-
dowment and would have to
close.

According to an affidavit
sworn out by federal agents, Mr.
Madoff himself said the fraud had

Look Back at Wall St. Wizard
Finds Magic Had Its Skeptics

Questions Swirl in $50 Billion Madoff Fraud Case

Continued on Page A13
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In an exercise last month near Bamako, Mali, American troops helped soldiers from Mali and
Senegal in West Africa learn to guard their borders against infiltration by Islamic militants. 

By ERIC SCHMITT

KATI, Mali — Thousands of
miles from the battlefields of Iraq
and Afghanistan, another side of
America’s fight against terrorism
is unfolding in this remote corner
of West Africa. American Green
Berets are training African ar-
mies to guard their borders and
patrol vast desolate expanses
against infiltration by Al Qaeda’s
militants, so the United States
does not have to. 

A recent exercise by the Unit-
ed States military here was part
of a wide-ranging plan, devel-
oped after the Sept. 11 attacks, to
take counterterrorism training
and assistance to places outside
the Middle East, like the Philip-
pines and Indonesia. In Africa, a
five-year, $500 million partner-

ship between the State and De-
fense Departments includes Al-
geria, Chad, Mauritania, Mali,
Morocco, Niger, Nigeria, Senegal
and Tunisia, and Libya is on the
verge of joining. 

American efforts to fight ter-
rorism in the region also include
nonmilitary programs, like in-
struction for teachers and job
training for young Muslim men
who could be singled out by mil-
itants’ recruiting campaigns. 

One goal of the program is to
act quickly in these countries be-
fore terrorism becomes as en-
trenched as it is in Somalia, an
East African nation where there
is a heightened militant threat. 

U.S. Training in West Africa 
Aims to Stave Off Extremists 

Continued on Page A7

By MICHELINE MAYNARD 
and CARL HULSE

DETROIT — For more than 70
years, the United Automobile
Workers union has known who
its adversaries were: company
executives, foreign automakers
and right-to-work advocates who
fought its organizing drives.

Now it has another: Senator
Robert Phillips Corker Jr.

On Thursday night, Senator
Corker, a freshman Republican
from Tennessee, pushed the
U.A.W.’s president, Ron Gettelfin-
ger, to agre in principle to tough
contract concessions before the
Senate Republicans would agree
to provide a lifeline to General
Motors and Chrysler.

But Mr. Gettelfinger, after giv-
ing ground in recent years on

health care, job security and pay
issues, would not agree to let the
concessions take effect next year.
The impasse effectively killed the
chances for a $14 billion bailout
package from Congress.

While the deal was lost, both
Mr. Gettelfinger and Senator
Corker can claim a victory of
sorts, perhaps setting the stage
for future showdowns.

Mr. Gettelfinger’s tough stand
risked pushing the companies
into bankruptcy, which would ab-
rogate the union contracts he
was trying to protect.

But on Friday, President Bush
and the Treasury said they would
consider using money from the
$700 billion financial bailout to
help automakers.

Mr. Gettelfinger needed to
show he was defending his un-
ion’s members. Since he took of-

fice in 2002, the U.A.W. has given
up health benefits and agreed to
sweeping wage cuts, and for the
bailout, it was prepared to aban-
don pay guarantees for workers
who had lost their jobs.

Mr. Gettelfinger also appeared
during Congressional hearings as
more of an ally — rather than
usual sparring partner — of the
chief executives of Detroit’s auto
companies, sitting next to them
while the group endured hours of
grilling.

Although his actions threat-
ened any bailout, U.A.W. mem-
bers applauded his refusal to
budge further, even if it put the
American auto industry at risk. 

“He stood up and did what he
had to do,” said Dean Braid, a 30-
year veteran at a G.M. plant in 

U.A.W. Chief and Senator Gain From Face-Off
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By DIANA B. HENRIQUES and ALEX BERENSON

The zoning lawyer in Miami
trusted him because his father
had dealt profitably with him for
decades. The officers of a little
charity in Massachusetts re-
spected him and relied on his ad-
vice.

Wealthy men like J. Ezra Mer-
kin, the chairman of GMAC; Fred
Wilpon, the principal owner of
the New York Mets; and Norman
Braman, who owned the Phila-
delphia Eagles, simply appreciat-
ed the steady returns he pro-
duced, regardless of market con-
ditions.

But these clients of Bernard L.
Madoff had this in common:
They chose him to oversee much
of their personal wealth.

And now, they fear, they have

lost it.
While Mr. Madoff is facing fed-

eral criminal charges, accused by
federal prosecutors of operating
a vast $50 billion Ponzi scheme,
many of his clients are facing an
abrupt reversal of fortune that is
the stuff of nightmares.

“There are people who were
very, very well off a few days ago
who are now virtually destitute,”
said Brad Friedman, a lawyer
with the Milberg firm in Manhat-
tan. “They have nothing left but
their apartments or homes —
which they are going to have to
sell to get money to live on.”

From New York to Palm
Beach, business associates of Mr.
Madoff spent Friday assessing
the damage, the extent of which
will not be known for some time.
Many invested with Mr. Madoff
through other funds and may not
know that their money is at risk. 

Emergency meetings were be-
ing held at country clubs, schools
and charities to assess the po-
tential losses on their invest-
ments and to look for options.

There is not much guidance
available yet from regulators. On
Friday, a federal judge appointed
a receiver to oversee the Madoff
firm’s assets and customer ac-
counts. A Web site is being set up
to keep customers informed, but
no one is sure yet whether any 

Trust Lost, and Everything Else

Continued on Page A13

By HELENE COOPER
and RACHEL L. SWARNS

CHICAGO — To the list of peo-
ple having trouble finding some-
where in Washington to stay in
early January, there can now be
added one more entry: the Oba-
ma family.

President Bush’s aides have
turned down a request from
President-elect Barack Obama to
move from Chicago into Blair
House, the official guest resi-
dence across Pennsylvania Ave-
nue from the White House, in
time for Mr. Obama’s daughters
to start school in Washington on
Jan. 5. 

The Obamas were told that
they could move into Blair House
on Jan. 15, but no earlier, because
it is booked, an Obama transition
official said, speaking on the con-
dition of anonymity. “We ex-
plored the idea so that the girls
could start school on schedule,’’
the official said. “But there were
previously scheduled events and
guests that couldn’t be dis-
placed.”

White House officials declined
to disclose specifically who is us-
ing Blair House during that peri-
od, for what purpose or how they
could take precedence over the
president-elect of the United Sta-

Sorry, Obamas,
Early Check-In
Isn’t Available
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The chief executives 
of G.M., Ford and 
Chrysler face 
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hearing; they are told 
to come back with 
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TO $34 BILLION

With turnaround 
plans in hand, auto 
executives drive to 
Washington — to 
ask for more money. 
Congress remains 
critical and divided 
on providing 
assistance.
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day earlier.

The Bush 
administration 
signals it would 
consider using 
some of the 
financial bailout 
money to help 
the automakers.

By STEPHEN LABATON
and DAVID M. HERSZENHORN

WASHINGTON — The Bush
administration said on Friday
that it was prepared to intervene
to prevent the collapse of General
Motors and Chrysler after Re-
publican senators blocked a com-
promise proposal to rescue the
automakers.

The decision came after a
tense standoff this week in which
senior White House officials
pleaded with Senate Republicans
not to block the measure, includ-
ing a warning by Vice President
Dick Cheney that they would be
remembered for decades as the
party of Herbert Hoover if the in-
dustry collapsed.

But while Senate Republicans
stood their ground — in open re-
volt against President Bush — it
was the White House that gave
in.

Shortly before the American
markets opened on Friday morn-
ing, White House and Treasury
Department officials, concerned
that steep declines in overseas
stock markets could provoke a
new round of market panic in the
United States, said the adminis-
tration would consider providing
temporary relief. 

After refusing for weeks to tap
the $700 billion financial rescue
fund, the administration suggest-
ed it would dip into the fund to at
least permit the companies to
continue their operations until
the new Congress and new ad-
ministration arrive next month.

“Because Congress failed to
act, we will stand ready to pre-
vent an imminent failure until
Congress reconvenes and acts to
address the long-term viability of
the industry,” said Brookly Mc-
Laughlin, a Treasury spokes-
woman.

Administration officials said
they had not decided how much
to loan the auto companies or on
what terms, and were spending
Friday examining their books
and cash-flow projections. 

The government officials said
they expected the companies and
the unions would be asked to
make significant concessions.
They also did not rule out the
prospect of a bankruptcy for one
or more of the companies, but
vowed that it would not be “un-
controlled,” meaning that enough
financing would be provided to
enable a reorganization. 

Senior administration officials
spent part of the day talking to
auto executives and their lobby-
ists. People briefed about the dis-
cussions said that Chrysler had 

White House Ready to Offer Aid to Auto Industry
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Cindy Spisak with Douglas Yandura after she was laid off Friday from a Chrysler plant in Detroit. 
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By ALEX BERENSON and DIANA B. HENRIQUES

For years, investors, rivals and
regulators all wondered how Ber-
nard L. Madoff worked his magic. 

But on Friday, less than 24
hours after this prominent Wall
Street figure was arrested on
charges connected with what au-
thorities portrayed as the biggest
Ponzi scheme in financial history,
hard questions began to be raised
about whether Mr. Madoff acted
alone and why his suspected con
game was not uncovered sooner.

As investors from Palm Beach
to New York to London counted
their losses on Friday in what Mr.
Madoff himself described as a
$50 billion fraud, federal authori-
ties took control of what re-
mained of his firm and began to
pore over its books. 

But some investors said they
had questioned Mr. Madoff’s sup-
posed investment prowess years
ago, pointing to his unnaturally
steady returns, his vague invest-
ment strategy and the obscure
accounting firm that audited his
books.

Despite these and other red
flags, hedge fund companies kept
promoting Mr. Madoff’s funds to
other funds and individuals.
More recently, banks like Nomu-
ra, the Japanese firm, began so-
liciting investors for Mr. Madoff
internationally. The Securities
and Exchange Commission,
which investigated Mr. Madoff in
1992 but cleared him of wrongdo-
ing, appears to have been com-
pletely surprised by the charges
of fraud.

Now thousands, possibly tens
of thousands, of investors con-
front losses that range from seri-
ous to devastating. Some families
said on Friday that they believed
they had lost all their savings. A
charity in Massachusetts said it
had lost essentially its entire en-
dowment and would have to
close.

According to an affidavit
sworn out by federal agents, Mr.
Madoff himself said the fraud had

Look Back at Wall St. Wizard
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Questions Swirl in $50 Billion Madoff Fraud Case
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In an exercise last month near Bamako, Mali, American troops helped soldiers from Mali and
Senegal in West Africa learn to guard their borders against infiltration by Islamic militants. 

By ERIC SCHMITT

KATI, Mali — Thousands of
miles from the battlefields of Iraq
and Afghanistan, another side of
America’s fight against terrorism
is unfolding in this remote corner
of West Africa. American Green
Berets are training African ar-
mies to guard their borders and
patrol vast desolate expanses
against infiltration by Al Qaeda’s
militants, so the United States
does not have to. 

A recent exercise by the Unit-
ed States military here was part
of a wide-ranging plan, devel-
oped after the Sept. 11 attacks, to
take counterterrorism training
and assistance to places outside
the Middle East, like the Philip-
pines and Indonesia. In Africa, a
five-year, $500 million partner-

ship between the State and De-
fense Departments includes Al-
geria, Chad, Mauritania, Mali,
Morocco, Niger, Nigeria, Senegal
and Tunisia, and Libya is on the
verge of joining. 

American efforts to fight ter-
rorism in the region also include
nonmilitary programs, like in-
struction for teachers and job
training for young Muslim men
who could be singled out by mil-
itants’ recruiting campaigns. 

One goal of the program is to
act quickly in these countries be-
fore terrorism becomes as en-
trenched as it is in Somalia, an
East African nation where there
is a heightened militant threat. 

U.S. Training in West Africa 
Aims to Stave Off Extremists 
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By MICHELINE MAYNARD 
and CARL HULSE

DETROIT — For more than 70
years, the United Automobile
Workers union has known who
its adversaries were: company
executives, foreign automakers
and right-to-work advocates who
fought its organizing drives.

Now it has another: Senator
Robert Phillips Corker Jr.

On Thursday night, Senator
Corker, a freshman Republican
from Tennessee, pushed the
U.A.W.’s president, Ron Gettelfin-
ger, to agre in principle to tough
contract concessions before the
Senate Republicans would agree
to provide a lifeline to General
Motors and Chrysler.

But Mr. Gettelfinger, after giv-
ing ground in recent years on

health care, job security and pay
issues, would not agree to let the
concessions take effect next year.
The impasse effectively killed the
chances for a $14 billion bailout
package from Congress.

While the deal was lost, both
Mr. Gettelfinger and Senator
Corker can claim a victory of
sorts, perhaps setting the stage
for future showdowns.

Mr. Gettelfinger’s tough stand
risked pushing the companies
into bankruptcy, which would ab-
rogate the union contracts he
was trying to protect.

But on Friday, President Bush
and the Treasury said they would
consider using money from the
$700 billion financial bailout to
help automakers.

Mr. Gettelfinger needed to
show he was defending his un-
ion’s members. Since he took of-

fice in 2002, the U.A.W. has given
up health benefits and agreed to
sweeping wage cuts, and for the
bailout, it was prepared to aban-
don pay guarantees for workers
who had lost their jobs.

Mr. Gettelfinger also appeared
during Congressional hearings as
more of an ally — rather than
usual sparring partner — of the
chief executives of Detroit’s auto
companies, sitting next to them
while the group endured hours of
grilling.

Although his actions threat-
ened any bailout, U.A.W. mem-
bers applauded his refusal to
budge further, even if it put the
American auto industry at risk. 

“He stood up and did what he
had to do,” said Dean Braid, a 30-
year veteran at a G.M. plant in 

U.A.W. Chief and Senator Gain From Face-Off

Continued on Page A12

By DIANA B. HENRIQUES and ALEX BERENSON

The zoning lawyer in Miami
trusted him because his father
had dealt profitably with him for
decades. The officers of a little
charity in Massachusetts re-
spected him and relied on his ad-
vice.

Wealthy men like J. Ezra Mer-
kin, the chairman of GMAC; Fred
Wilpon, the principal owner of
the New York Mets; and Norman
Braman, who owned the Phila-
delphia Eagles, simply appreciat-
ed the steady returns he pro-
duced, regardless of market con-
ditions.

But these clients of Bernard L.
Madoff had this in common:
They chose him to oversee much
of their personal wealth.

And now, they fear, they have

lost it.
While Mr. Madoff is facing fed-

eral criminal charges, accused by
federal prosecutors of operating
a vast $50 billion Ponzi scheme,
many of his clients are facing an
abrupt reversal of fortune that is
the stuff of nightmares.

“There are people who were
very, very well off a few days ago
who are now virtually destitute,”
said Brad Friedman, a lawyer
with the Milberg firm in Manhat-
tan. “They have nothing left but
their apartments or homes —
which they are going to have to
sell to get money to live on.”

From New York to Palm
Beach, business associates of Mr.
Madoff spent Friday assessing
the damage, the extent of which
will not be known for some time.
Many invested with Mr. Madoff
through other funds and may not
know that their money is at risk. 

Emergency meetings were be-
ing held at country clubs, schools
and charities to assess the po-
tential losses on their invest-
ments and to look for options.

There is not much guidance
available yet from regulators. On
Friday, a federal judge appointed
a receiver to oversee the Madoff
firm’s assets and customer ac-
counts. A Web site is being set up
to keep customers informed, but
no one is sure yet whether any 

Trust Lost, and Everything Else

Continued on Page A13

By HELENE COOPER
and RACHEL L. SWARNS

CHICAGO — To the list of peo-
ple having trouble finding some-
where in Washington to stay in
early January, there can now be
added one more entry: the Oba-
ma family.

President Bush’s aides have
turned down a request from
President-elect Barack Obama to
move from Chicago into Blair
House, the official guest resi-
dence across Pennsylvania Ave-
nue from the White House, in
time for Mr. Obama’s daughters
to start school in Washington on
Jan. 5. 

The Obamas were told that
they could move into Blair House
on Jan. 15, but no earlier, because
it is booked, an Obama transition
official said, speaking on the con-
dition of anonymity. “We ex-
plored the idea so that the girls
could start school on schedule,’’
the official said. “But there were
previously scheduled events and
guests that couldn’t be dis-
placed.”

White House officials declined
to disclose specifically who is us-
ing Blair House during that peri-
od, for what purpose or how they
could take precedence over the
president-elect of the United Sta-

Sorry, Obamas,
Early Check-In
Isn’t Available

Continued on Page A11
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 

LOUIS LANZANO/ASSOCIATED PRESS

The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.

From Page A1

Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1

DIANE BONDAREFF/ASSOCIATED PRESS

Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 

LOUIS LANZANO/ASSOCIATED PRESS

The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.

From Page A1

Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1

DIANE BONDAREFF/ASSOCIATED PRESS

Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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Late Edition
Today, unseasonably warm, limited
sunshine and active breezes, high
61. Tonight, scattered rain, low 42.
Tomorrow, showers ending, colder,
high 44. Weather map, Page D8. 
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By WALT BOGDANICH
and NICHOLAS PHILLIPS

After learning that most of her career
employees were retiring early and getting
disability payments, the Long Island Rail
Road’s president, Helena E. Williams, set
out in October to learn more about the ob-
scure federal agency in Chicago that was
dispensing the money, a quarter of a billion
dollars since 2000.

But when Ms. Williams asked to attend
the next meeting of the agency — the fed-
eral Railroad Retirement Board, rail work-
ers’ version of Social Security — she got a
surprise. 

York Times, including dozens of interviews
and a review of government records, found
a disability program plagued by labor-
management infighting, weak standards
and a failure to use tests that could better
weed out specious disability claims. 

Since its inception, the board has been so
riven with conflicts that it took a half centu-
ry to update what were supposed to be
temporary disability standards, leaving in
place until 1998 archaic diagnostic terms
like “cretinism,” “imbecility” and “middle-
class moronism.” Simply having a “re-
pugnant” scar could qualify someone as 

The board, with about $34 billion in as-
sets, had not met formally in nearly two
years, and no new meeting was scheduled.
The three board members, all full-time
presidential appointees, rarely met even in
private, employees of the agency say. 

Operating out of public view, with little
scrutiny from Congress and even from its
former inspector general, the retirement
board has become the agency that cannot
say no, last year approving virtually every
single disability application it received —
almost 98 percent. It did not matter where
rail employees lived or where they worked. 

An examination of the board by The New

NATI HARNIK/ASSOCIATED PRESS

A NATIONAL ISSUE In 1946, Congress voted that railroad workers were entitled to disability payments if they could not per-
form their regular jobs. The Railroad Retirement Board, a federal agency in Chicago, governs those and other benefits. 

MIKE ANZALDI FOR THE NEW YORK TIMES

FEW MEETINGS V. M. Speakman
Jr. has not met publicly with
the railroad board in two years.

LAX REGULATIONS One examination in 1997 found that 97 percent of workers who ap-
plied for disability benefits from the Railroad Retirement Board were approved. Despite
decades of efforts to re-evaluate the standards, the rate is as high or higher today. 

The Railroad Disability Board
That Couldn’t Say No

Continued on Page A26
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President Bush, on a surprise trip to Iraq and Afghanistan, got a taste of dissent at a Baghdad
press event Sunday when an Iraqi journalist threw shoes at him, forcing him to duck. Page A6. 

President Dodges Shoes in Iraq

By MONICA DAVEY

CHICAGO — Gov. Rod R. Bla-
gojevich is a polished speaker
who can win over elderly women
at luncheons in southern Illinois
with his earnest attention and el-
oquently recite historical anec-
dotes from the lives of the leaders
he says he most admires — Theo-
dore Roosevelt, Abraham Lin-
coln, Robert F. Kennedy, Alexan-
der Hamilton, Ronald Reagan.

And yet, Mr. Blagojevich, 52,
rarely turns up for work at his of-
ficial state office in Chicago, for-
mer employees say, is unapolo-
getically late to almost every-
thing, and can treat employees
with disdain, cursing and erupt-
ing in fury for failings as mun-
dane as neglecting to have at
hand at all times his preferred
black Paul Mitchell hairbrush. He
calls the brush “the football,” an
allusion to the “nuclear football,”
or the bomb codes never to be out
of reach of a president.

In 1996, John Fritchey, a Demo-
crat who shared a campaign of-
fice with Mr. Blagojevich, was
told that his stepfather had suf-
fered a serious stroke. He walked
over to Mr. Blagojevich, who was
making fund-raising calls, and
shared the news.

“He proceeded to tell me that
he was sorry, and then, in the
next breath, he asked me if I
could talk to my family about
contributing money to his cam-
paign,” recalled Mr. Fritchey,
now a state representative and a
critic of the governor. “To do that,
and in such a nonchalant manner,
didn’t strike me as something a

normal person would do.”
Yet even political figures like

Mr. Fritchey say they were
stunned by his arrest last week
on charges of conspiracy and so-
liciting bribes. 

Many who know the governor
well say that as Mr. Blagojevich’s
famed fund-raising capability
seemed to have shrunk in recent
months and as his legal bills
mounted after years of federal in-
vestigation, he appeared to have
evolved from what Mr. Fritchey
considered callous into some-
thing closer to panicked or delu-
sional. 

“It’s hard to imagine what
could have been going through
his head for this to reach such a
brazen point,” Mr. Fritchey said.
“The irony is, had he simply de-
livered on the promises on which
he campaigned rather than pur-
suing his belief that success
would come through an abun-
dance of fund-raising, his path
might look like he wanted it to.” 

Now, officials at all levels are
calling for his resignation or im-
peachment. And the public image
he had cultivated as an agent of
change in Illinois has been sub-

2 Sides of a Troubled Governor, Sinking Deeper

Continued on Page A25

By LYDIA POLGREEN

AIR MOUNTAINS, Niger —
Until last year, the only trigger
Amoumoun Halil had pulled was
the one on his livestock-vaccina-
tion gun. This spring, a battered
Kalashnikov rifle rested uneasily
on his shoulder. When he donned
his stiff fatigues, his lopsided gait
and smiling eyes stood out
among his hard-faced guerrilla
brethren. 

Mr. Halil, a 40-year-old veteri-
nary engineer, was a reluctant
soldier in a rebellion that had
broken out over an improbable —
and as yet unrealized — bonanza
in one of the world’s poorest
countries. 

A battle is unfolding on the
stark mountains and scalloped
dunes of northern Niger between
a band of Tuareg nomads, who
claim the riches beneath their
homeland are being taken by a
government that gives them little
in return, and an army that calls
the fighters drug traffickers and
bandits. 

It is a new front of an old war to
control the vast wealth locked be-
neath African soil. Niger’s north-
ern desert caps one of the world’s
largest deposits of uranium, and
demand for it has surged as glo-
bal warming has increased in-
terest in nuclear power. Growing
economies like China and India
are scouring the globe for the
crumbly ore known as yellow-
cake. A French mining company
is building the world’s largest
uranium mine in northern Niger,
and a Chinese state company is

building another mine nearby. 
Uranium could infuse Niger

with enough cash to catapult it
out of the kind of poverty that
causes one in five Niger children
to die before turning 5. 

Or it could end in a calamitous
war that leaves Niger more desti-
tute than ever. Mineral wealth
has fueled conflict across Africa
for decades, a series of bloody,
smash-and-grab rebellions that
shattered nations. The misery
wrought has left many Africans
to conclude that mineral wealth is
a curse. 

Here in the Sahara, the ura-
nium boom has given new life to
longstanding grievances over
land and power. For years, the
Tuareg have struggled against a 

Battle Unfolds in a Poor Land
For the Riches Beneath the Soil

Continued on Page A12

THE SPOILS
Niger and Its Uranium

JOHAN SPANNER FOR THE NEW YORK TIMES

Fighters of the Niger Move-
ment for Justice in May.

By DIANA B. HENRIQUES
and ALEX BERENSON

The epicenter of what may be
the largest Ponzi scheme in histo-
ry was the 17th floor of the Lip-
stick Building, an oval red-gran-
ite building rising 34 floors above
Third Avenue in Midtown Man-
hattan.

A busy stock-trading operation
occupied the 19th floor, and the
computers and paperwork of
Bernard L. Madoff Investment
Securities filled the 18th floor.

But the 17th floor was Bernie
Madoff’s sanctum, occupied by
fewer than two dozen staff mem-
bers and rarely visited by other
employees. It was called the
“hedge fund” floor, but federal
prosecutors now say the work
Mr. Madoff did there was actually
a fraud scheme whose losses Mr.
Madoff himself estimates at $50
billion.

The tally of reported losses
climbed through the weekend to
nearly $20 billion, with a giant
Spanish bank, Banco Santander,
reporting on Sunday that clients
of one of its Swiss subsidiaries
have lost $3 billion. Some of the
biggest losers were members of
the Palm Beach Country Club,
where many of Mr. Madoff’s
wealthy clients were recruited.
[Page B1.]

The list of prominent fraud vic-
tims grew as well. According to a
person familiar with the business
of the real estate and publishing
magnate Mort Zuckerman, he is
also on a list of victims that al-
ready included the owners of the
New York Mets, a former owner
of the Philadelphia Eagles and
the chairman of GMAC.

And the 17th floor is now an oc-
cupied zone, as investigators and
forensic auditors try to piece to-
gether what Mr. Madoff did with
the billions entrusted to him by 

The 17th Floor,
Where Wealth
Went to Vanish

Fraud Inquiry Centers
on a Firm’s Sanctum

Continued on Page A24

Hamas leaders in Gaza and an exiled
Hamas leader in Syria appeared to be
split over the possibility of renewing a
truce with Israel that will expire Friday.
A senior leader of the group in Gaza,
however, said that a final decision had
not yet been made. PAGE A10

INTERNATIONAL A6-13

Hamas Leaders Differ on Truce

The spouses of some candidates for
high-level jobs in the Obama adminis-
tration are lobbyists, a potential loop-
hole in Mr. Obama’s vow to keep special
interests at a distance. PAGE A14

NATIONAL A14-26

Testing a Pledge on Lobbyists
The fatal beating of an Ecuadorean
man, and the protests that came in its
wake, put a spotlight on the struggles of
one of New York City’s fastest-growing
immigrant communities. PAGE A28

NEW YORK A28-32

A Slain Ecuadorean’s Path 

By DANNY HAKIM 
and JEREMY W. PETERS

ALBANY — Gov. David A. Pat-
erson will propose a $4 billion
package of taxes and fees on a
range of items, from sugary soft
drinks made by Coca-Cola and
Pepsi to luxury items like furs
and boats, when he unveils his
plan to close a deficit that has
ballooned to $15 billion, people
with knowledge of the plan said
on Sunday. 

Higher taxes will also be im-
posed on health insurers and a
sales tax exemption on clothing
and footwear under $115 will be
eliminated, though the adminis-
tration will propose a two-week
holiday for goods under $500, un-
der the budget the governor will
introduce on Tuesday.

A number of fees will be in-
creased, with users of the De-
partment of Motor Vehicles and
the state parks bearing much of
the burden, people with knowl-
edge of the plan said. Tuition at
the State University of New York
and the City University of New
York will also be increased. 

The governor’s executive
budget, which is subject to ap-
proval by the Legislature, is sure
to touch off months of protests
from an array of interest groups,
as well as battles with lawmak-
ers. 

One element that Mr. Paterson
left out of his budget was any
broad-based tax increase affect-
ing people in higher income
brackets, a measure that some in
Albany believed would be part of
the plan. But ever since taking
over as the state’s chief executive
in March, Mr. Paterson has
steadfastly opposed raising in-
come taxes as a way to prop up
the state’s worsening finances.

Mr. Paterson said his plan is
meant to fill a budget gap totaling
$15 billion for the rest of the cur-
rent fiscal year, which ends
March 31, and the following fiscal
year. State law requires that the
budget be balanced.

Mr. Paterson’s plan relies most
heavily on cuts — roughly $9 bil-
lion, with the largest amounts 

TAXES AND FEES 
TO RISE $4 BILLION

IN BUDGET PLAN

STATE GAP IS $15 BILLION

Paterson’s Largest Cuts
Aimed at Education

and Medicaid

Continued on Page A30

For New Yorkers cutting back on ex-
penses, year’s end presents a quanda-
ry: how much to tip workers like door-
men, building superintendents, hair
stylists and housekeepers. PAGE A29

A Tough Year for Holiday Tips

Fannie Mae will write new leases to let
renters stay in foreclosed properties
owned by the company. PAGE B1

BUSINESS DAY B1-8

Fannie Mae to Let Renters Stay

“Shrek the Musical,” on Broadway,
makes a case that monsters need love
too. A review by Ben Brantley. PAGE C1 

More images from the show.

www.nytimes.com/theater

ARTS C1-10

A Green Romance 

William Kristol PAGE A35

EDITORIAL, OP-ED A34-35Aides to Gov. David A. Paterson saw lit-
tle humor in a “Saturday Night Live”
skit that mocked his blindness. PAGE A28

‘SNL’ Skit Irks Paterson Aides

As jobless claims reach their
highest levels in decades, states
are running out of money to pay
benefits. Page A20. 

States Seeking Aid

Shaun Ellis returned a fumble for a
touchdown with less than two minutes
left to lift the Jets to a 31-27 win over
Buffalo. The Jets remained in a three-
way tie atop the A.F.C. East. PAGE D1

SPORTSMONDAY D1-8

Defense Rescues Jets

CM Y K Nxxx,2008-12-15,A,001,Bs-BK,E3

VOL. CLVIII . . No. 54,525 © 2008 The New York Times NEW YORK, MONDAY, DECEMBER 15, 2008

Late Edition
Today, unseasonably warm, limited
sunshine and active breezes, high
61. Tonight, scattered rain, low 42.
Tomorrow, showers ending, colder,
high 44. Weather map, Page D8. 
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By WALT BOGDANICH
and NICHOLAS PHILLIPS

After learning that most of her career
employees were retiring early and getting
disability payments, the Long Island Rail
Road’s president, Helena E. Williams, set
out in October to learn more about the ob-
scure federal agency in Chicago that was
dispensing the money, a quarter of a billion
dollars since 2000.

But when Ms. Williams asked to attend
the next meeting of the agency — the fed-
eral Railroad Retirement Board, rail work-
ers’ version of Social Security — she got a
surprise. 

York Times, including dozens of interviews
and a review of government records, found
a disability program plagued by labor-
management infighting, weak standards
and a failure to use tests that could better
weed out specious disability claims. 

Since its inception, the board has been so
riven with conflicts that it took a half centu-
ry to update what were supposed to be
temporary disability standards, leaving in
place until 1998 archaic diagnostic terms
like “cretinism,” “imbecility” and “middle-
class moronism.” Simply having a “re-
pugnant” scar could qualify someone as 

The board, with about $34 billion in as-
sets, had not met formally in nearly two
years, and no new meeting was scheduled.
The three board members, all full-time
presidential appointees, rarely met even in
private, employees of the agency say. 

Operating out of public view, with little
scrutiny from Congress and even from its
former inspector general, the retirement
board has become the agency that cannot
say no, last year approving virtually every
single disability application it received —
almost 98 percent. It did not matter where
rail employees lived or where they worked. 

An examination of the board by The New

NATI HARNIK/ASSOCIATED PRESS

A NATIONAL ISSUE In 1946, Congress voted that railroad workers were entitled to disability payments if they could not per-
form their regular jobs. The Railroad Retirement Board, a federal agency in Chicago, governs those and other benefits. 

MIKE ANZALDI FOR THE NEW YORK TIMES

FEW MEETINGS V. M. Speakman
Jr. has not met publicly with
the railroad board in two years.

LAX REGULATIONS One examination in 1997 found that 97 percent of workers who ap-
plied for disability benefits from the Railroad Retirement Board were approved. Despite
decades of efforts to re-evaluate the standards, the rate is as high or higher today. 

The Railroad Disability Board
That Couldn’t Say No

Continued on Page A26
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President Bush, on a surprise trip to Iraq and Afghanistan, got a taste of dissent at a Baghdad
press event Sunday when an Iraqi journalist threw shoes at him, forcing him to duck. Page A6. 

President Dodges Shoes in Iraq

By MONICA DAVEY

CHICAGO — Gov. Rod R. Bla-
gojevich is a polished speaker
who can win over elderly women
at luncheons in southern Illinois
with his earnest attention and el-
oquently recite historical anec-
dotes from the lives of the leaders
he says he most admires — Theo-
dore Roosevelt, Abraham Lin-
coln, Robert F. Kennedy, Alexan-
der Hamilton, Ronald Reagan.

And yet, Mr. Blagojevich, 52,
rarely turns up for work at his of-
ficial state office in Chicago, for-
mer employees say, is unapolo-
getically late to almost every-
thing, and can treat employees
with disdain, cursing and erupt-
ing in fury for failings as mun-
dane as neglecting to have at
hand at all times his preferred
black Paul Mitchell hairbrush. He
calls the brush “the football,” an
allusion to the “nuclear football,”
or the bomb codes never to be out
of reach of a president.

In 1996, John Fritchey, a Demo-
crat who shared a campaign of-
fice with Mr. Blagojevich, was
told that his stepfather had suf-
fered a serious stroke. He walked
over to Mr. Blagojevich, who was
making fund-raising calls, and
shared the news.

“He proceeded to tell me that
he was sorry, and then, in the
next breath, he asked me if I
could talk to my family about
contributing money to his cam-
paign,” recalled Mr. Fritchey,
now a state representative and a
critic of the governor. “To do that,
and in such a nonchalant manner,
didn’t strike me as something a

normal person would do.”
Yet even political figures like

Mr. Fritchey say they were
stunned by his arrest last week
on charges of conspiracy and so-
liciting bribes. 

Many who know the governor
well say that as Mr. Blagojevich’s
famed fund-raising capability
seemed to have shrunk in recent
months and as his legal bills
mounted after years of federal in-
vestigation, he appeared to have
evolved from what Mr. Fritchey
considered callous into some-
thing closer to panicked or delu-
sional. 

“It’s hard to imagine what
could have been going through
his head for this to reach such a
brazen point,” Mr. Fritchey said.
“The irony is, had he simply de-
livered on the promises on which
he campaigned rather than pur-
suing his belief that success
would come through an abun-
dance of fund-raising, his path
might look like he wanted it to.” 

Now, officials at all levels are
calling for his resignation or im-
peachment. And the public image
he had cultivated as an agent of
change in Illinois has been sub-

2 Sides of a Troubled Governor, Sinking Deeper

Continued on Page A25

By LYDIA POLGREEN

AIR MOUNTAINS, Niger —
Until last year, the only trigger
Amoumoun Halil had pulled was
the one on his livestock-vaccina-
tion gun. This spring, a battered
Kalashnikov rifle rested uneasily
on his shoulder. When he donned
his stiff fatigues, his lopsided gait
and smiling eyes stood out
among his hard-faced guerrilla
brethren. 

Mr. Halil, a 40-year-old veteri-
nary engineer, was a reluctant
soldier in a rebellion that had
broken out over an improbable —
and as yet unrealized — bonanza
in one of the world’s poorest
countries. 

A battle is unfolding on the
stark mountains and scalloped
dunes of northern Niger between
a band of Tuareg nomads, who
claim the riches beneath their
homeland are being taken by a
government that gives them little
in return, and an army that calls
the fighters drug traffickers and
bandits. 

It is a new front of an old war to
control the vast wealth locked be-
neath African soil. Niger’s north-
ern desert caps one of the world’s
largest deposits of uranium, and
demand for it has surged as glo-
bal warming has increased in-
terest in nuclear power. Growing
economies like China and India
are scouring the globe for the
crumbly ore known as yellow-
cake. A French mining company
is building the world’s largest
uranium mine in northern Niger,
and a Chinese state company is

building another mine nearby. 
Uranium could infuse Niger

with enough cash to catapult it
out of the kind of poverty that
causes one in five Niger children
to die before turning 5. 

Or it could end in a calamitous
war that leaves Niger more desti-
tute than ever. Mineral wealth
has fueled conflict across Africa
for decades, a series of bloody,
smash-and-grab rebellions that
shattered nations. The misery
wrought has left many Africans
to conclude that mineral wealth is
a curse. 

Here in the Sahara, the ura-
nium boom has given new life to
longstanding grievances over
land and power. For years, the
Tuareg have struggled against a 

Battle Unfolds in a Poor Land
For the Riches Beneath the Soil

Continued on Page A12
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Fighters of the Niger Move-
ment for Justice in May.

By DIANA B. HENRIQUES
and ALEX BERENSON

The epicenter of what may be
the largest Ponzi scheme in histo-
ry was the 17th floor of the Lip-
stick Building, an oval red-gran-
ite building rising 34 floors above
Third Avenue in Midtown Man-
hattan.

A busy stock-trading operation
occupied the 19th floor, and the
computers and paperwork of
Bernard L. Madoff Investment
Securities filled the 18th floor.

But the 17th floor was Bernie
Madoff’s sanctum, occupied by
fewer than two dozen staff mem-
bers and rarely visited by other
employees. It was called the
“hedge fund” floor, but federal
prosecutors now say the work
Mr. Madoff did there was actually
a fraud scheme whose losses Mr.
Madoff himself estimates at $50
billion.

The tally of reported losses
climbed through the weekend to
nearly $20 billion, with a giant
Spanish bank, Banco Santander,
reporting on Sunday that clients
of one of its Swiss subsidiaries
have lost $3 billion. Some of the
biggest losers were members of
the Palm Beach Country Club,
where many of Mr. Madoff’s
wealthy clients were recruited.
[Page B1.]

The list of prominent fraud vic-
tims grew as well. According to a
person familiar with the business
of the real estate and publishing
magnate Mort Zuckerman, he is
also on a list of victims that al-
ready included the owners of the
New York Mets, a former owner
of the Philadelphia Eagles and
the chairman of GMAC.

And the 17th floor is now an oc-
cupied zone, as investigators and
forensic auditors try to piece to-
gether what Mr. Madoff did with
the billions entrusted to him by 

The 17th Floor,
Where Wealth
Went to Vanish

Fraud Inquiry Centers
on a Firm’s Sanctum

Continued on Page A24

Hamas leaders in Gaza and an exiled
Hamas leader in Syria appeared to be
split over the possibility of renewing a
truce with Israel that will expire Friday.
A senior leader of the group in Gaza,
however, said that a final decision had
not yet been made. PAGE A10

INTERNATIONAL A6-13

Hamas Leaders Differ on Truce

The spouses of some candidates for
high-level jobs in the Obama adminis-
tration are lobbyists, a potential loop-
hole in Mr. Obama’s vow to keep special
interests at a distance. PAGE A14

NATIONAL A14-26

Testing a Pledge on Lobbyists
The fatal beating of an Ecuadorean
man, and the protests that came in its
wake, put a spotlight on the struggles of
one of New York City’s fastest-growing
immigrant communities. PAGE A28
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A Slain Ecuadorean’s Path 

By DANNY HAKIM 
and JEREMY W. PETERS

ALBANY — Gov. David A. Pat-
erson will propose a $4 billion
package of taxes and fees on a
range of items, from sugary soft
drinks made by Coca-Cola and
Pepsi to luxury items like furs
and boats, when he unveils his
plan to close a deficit that has
ballooned to $15 billion, people
with knowledge of the plan said
on Sunday. 

Higher taxes will also be im-
posed on health insurers and a
sales tax exemption on clothing
and footwear under $115 will be
eliminated, though the adminis-
tration will propose a two-week
holiday for goods under $500, un-
der the budget the governor will
introduce on Tuesday.

A number of fees will be in-
creased, with users of the De-
partment of Motor Vehicles and
the state parks bearing much of
the burden, people with knowl-
edge of the plan said. Tuition at
the State University of New York
and the City University of New
York will also be increased. 

The governor’s executive
budget, which is subject to ap-
proval by the Legislature, is sure
to touch off months of protests
from an array of interest groups,
as well as battles with lawmak-
ers. 

One element that Mr. Paterson
left out of his budget was any
broad-based tax increase affect-
ing people in higher income
brackets, a measure that some in
Albany believed would be part of
the plan. But ever since taking
over as the state’s chief executive
in March, Mr. Paterson has
steadfastly opposed raising in-
come taxes as a way to prop up
the state’s worsening finances.

Mr. Paterson said his plan is
meant to fill a budget gap totaling
$15 billion for the rest of the cur-
rent fiscal year, which ends
March 31, and the following fiscal
year. State law requires that the
budget be balanced.

Mr. Paterson’s plan relies most
heavily on cuts — roughly $9 bil-
lion, with the largest amounts 

TAXES AND FEES 
TO RISE $4 BILLION

IN BUDGET PLAN

STATE GAP IS $15 BILLION

Paterson’s Largest Cuts
Aimed at Education

and Medicaid

Continued on Page A30

For New Yorkers cutting back on ex-
penses, year’s end presents a quanda-
ry: how much to tip workers like door-
men, building superintendents, hair
stylists and housekeepers. PAGE A29

A Tough Year for Holiday Tips

Fannie Mae will write new leases to let
renters stay in foreclosed properties
owned by the company. PAGE B1
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Fannie Mae to Let Renters Stay

“Shrek the Musical,” on Broadway,
makes a case that monsters need love
too. A review by Ben Brantley. PAGE C1 
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EDITORIAL, OP-ED A34-35Aides to Gov. David A. Paterson saw lit-
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As jobless claims reach their
highest levels in decades, states
are running out of money to pay
benefits. Page A20. 
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Shaun Ellis returned a fumble for a
touchdown with less than two minutes
left to lift the Jets to a 31-27 win over
Buffalo. The Jets remained in a three-
way tie atop the A.F.C. East. PAGE D1
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By WALT BOGDANICH
and NICHOLAS PHILLIPS

After learning that most of her career
employees were retiring early and getting
disability payments, the Long Island Rail
Road’s president, Helena E. Williams, set
out in October to learn more about the ob-
scure federal agency in Chicago that was
dispensing the money, a quarter of a billion
dollars since 2000.

But when Ms. Williams asked to attend
the next meeting of the agency — the fed-
eral Railroad Retirement Board, rail work-
ers’ version of Social Security — she got a
surprise. 

York Times, including dozens of interviews
and a review of government records, found
a disability program plagued by labor-
management infighting, weak standards
and a failure to use tests that could better
weed out specious disability claims. 

Since its inception, the board has been so
riven with conflicts that it took a half centu-
ry to update what were supposed to be
temporary disability standards, leaving in
place until 1998 archaic diagnostic terms
like “cretinism,” “imbecility” and “middle-
class moronism.” Simply having a “re-
pugnant” scar could qualify someone as 

The board, with about $34 billion in as-
sets, had not met formally in nearly two
years, and no new meeting was scheduled.
The three board members, all full-time
presidential appointees, rarely met even in
private, employees of the agency say. 

Operating out of public view, with little
scrutiny from Congress and even from its
former inspector general, the retirement
board has become the agency that cannot
say no, last year approving virtually every
single disability application it received —
almost 98 percent. It did not matter where
rail employees lived or where they worked. 

An examination of the board by The New

NATI HARNIK/ASSOCIATED PRESS

A NATIONAL ISSUE In 1946, Congress voted that railroad workers were entitled to disability payments if they could not per-
form their regular jobs. The Railroad Retirement Board, a federal agency in Chicago, governs those and other benefits. 

MIKE ANZALDI FOR THE NEW YORK TIMES

FEW MEETINGS V. M. Speakman
Jr. has not met publicly with
the railroad board in two years.

LAX REGULATIONS One examination in 1997 found that 97 percent of workers who ap-
plied for disability benefits from the Railroad Retirement Board were approved. Despite
decades of efforts to re-evaluate the standards, the rate is as high or higher today. 

The Railroad Disability Board
That Couldn’t Say No

Continued on Page A26

APTN/ASSOCIATED PRESS

President Bush, on a surprise trip to Iraq and Afghanistan, got a taste of dissent at a Baghdad
press event Sunday when an Iraqi journalist threw shoes at him, forcing him to duck. Page A6. 

President Dodges Shoes in Iraq

By MONICA DAVEY

CHICAGO — Gov. Rod R. Bla-
gojevich is a polished speaker
who can win over elderly women
at luncheons in southern Illinois
with his earnest attention and el-
oquently recite historical anec-
dotes from the lives of the leaders
he says he most admires — Theo-
dore Roosevelt, Abraham Lin-
coln, Robert F. Kennedy, Alexan-
der Hamilton, Ronald Reagan.

And yet, Mr. Blagojevich, 52,
rarely turns up for work at his of-
ficial state office in Chicago, for-
mer employees say, is unapolo-
getically late to almost every-
thing, and can treat employees
with disdain, cursing and erupt-
ing in fury for failings as mun-
dane as neglecting to have at
hand at all times his preferred
black Paul Mitchell hairbrush. He
calls the brush “the football,” an
allusion to the “nuclear football,”
or the bomb codes never to be out
of reach of a president.

In 1996, John Fritchey, a Demo-
crat who shared a campaign of-
fice with Mr. Blagojevich, was
told that his stepfather had suf-
fered a serious stroke. He walked
over to Mr. Blagojevich, who was
making fund-raising calls, and
shared the news.

“He proceeded to tell me that
he was sorry, and then, in the
next breath, he asked me if I
could talk to my family about
contributing money to his cam-
paign,” recalled Mr. Fritchey,
now a state representative and a
critic of the governor. “To do that,
and in such a nonchalant manner,
didn’t strike me as something a

normal person would do.”
Yet even political figures like

Mr. Fritchey say they were
stunned by his arrest last week
on charges of conspiracy and so-
liciting bribes. 

Many who know the governor
well say that as Mr. Blagojevich’s
famed fund-raising capability
seemed to have shrunk in recent
months and as his legal bills
mounted after years of federal in-
vestigation, he appeared to have
evolved from what Mr. Fritchey
considered callous into some-
thing closer to panicked or delu-
sional. 

“It’s hard to imagine what
could have been going through
his head for this to reach such a
brazen point,” Mr. Fritchey said.
“The irony is, had he simply de-
livered on the promises on which
he campaigned rather than pur-
suing his belief that success
would come through an abun-
dance of fund-raising, his path
might look like he wanted it to.” 

Now, officials at all levels are
calling for his resignation or im-
peachment. And the public image
he had cultivated as an agent of
change in Illinois has been sub-

2 Sides of a Troubled Governor, Sinking Deeper
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By LYDIA POLGREEN

AIR MOUNTAINS, Niger —
Until last year, the only trigger
Amoumoun Halil had pulled was
the one on his livestock-vaccina-
tion gun. This spring, a battered
Kalashnikov rifle rested uneasily
on his shoulder. When he donned
his stiff fatigues, his lopsided gait
and smiling eyes stood out
among his hard-faced guerrilla
brethren. 

Mr. Halil, a 40-year-old veteri-
nary engineer, was a reluctant
soldier in a rebellion that had
broken out over an improbable —
and as yet unrealized — bonanza
in one of the world’s poorest
countries. 

A battle is unfolding on the
stark mountains and scalloped
dunes of northern Niger between
a band of Tuareg nomads, who
claim the riches beneath their
homeland are being taken by a
government that gives them little
in return, and an army that calls
the fighters drug traffickers and
bandits. 

It is a new front of an old war to
control the vast wealth locked be-
neath African soil. Niger’s north-
ern desert caps one of the world’s
largest deposits of uranium, and
demand for it has surged as glo-
bal warming has increased in-
terest in nuclear power. Growing
economies like China and India
are scouring the globe for the
crumbly ore known as yellow-
cake. A French mining company
is building the world’s largest
uranium mine in northern Niger,
and a Chinese state company is

building another mine nearby. 
Uranium could infuse Niger

with enough cash to catapult it
out of the kind of poverty that
causes one in five Niger children
to die before turning 5. 

Or it could end in a calamitous
war that leaves Niger more desti-
tute than ever. Mineral wealth
has fueled conflict across Africa
for decades, a series of bloody,
smash-and-grab rebellions that
shattered nations. The misery
wrought has left many Africans
to conclude that mineral wealth is
a curse. 

Here in the Sahara, the ura-
nium boom has given new life to
longstanding grievances over
land and power. For years, the
Tuareg have struggled against a 

Battle Unfolds in a Poor Land
For the Riches Beneath the Soil
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Fighters of the Niger Move-
ment for Justice in May.

By DIANA B. HENRIQUES
and ALEX BERENSON

The epicenter of what may be
the largest Ponzi scheme in histo-
ry was the 17th floor of the Lip-
stick Building, an oval red-gran-
ite building rising 34 floors above
Third Avenue in Midtown Man-
hattan.

A busy stock-trading operation
occupied the 19th floor, and the
computers and paperwork of
Bernard L. Madoff Investment
Securities filled the 18th floor.

But the 17th floor was Bernie
Madoff’s sanctum, occupied by
fewer than two dozen staff mem-
bers and rarely visited by other
employees. It was called the
“hedge fund” floor, but federal
prosecutors now say the work
Mr. Madoff did there was actually
a fraud scheme whose losses Mr.
Madoff himself estimates at $50
billion.

The tally of reported losses
climbed through the weekend to
nearly $20 billion, with a giant
Spanish bank, Banco Santander,
reporting on Sunday that clients
of one of its Swiss subsidiaries
have lost $3 billion. Some of the
biggest losers were members of
the Palm Beach Country Club,
where many of Mr. Madoff’s
wealthy clients were recruited.
[Page B1.]

The list of prominent fraud vic-
tims grew as well. According to a
person familiar with the business
of the real estate and publishing
magnate Mort Zuckerman, he is
also on a list of victims that al-
ready included the owners of the
New York Mets, a former owner
of the Philadelphia Eagles and
the chairman of GMAC.

And the 17th floor is now an oc-
cupied zone, as investigators and
forensic auditors try to piece to-
gether what Mr. Madoff did with
the billions entrusted to him by 

The 17th Floor,
Where Wealth
Went to Vanish

Fraud Inquiry Centers
on a Firm’s Sanctum

Continued on Page A24

Hamas leaders in Gaza and an exiled
Hamas leader in Syria appeared to be
split over the possibility of renewing a
truce with Israel that will expire Friday.
A senior leader of the group in Gaza,
however, said that a final decision had
not yet been made. PAGE A10

INTERNATIONAL A6-13

Hamas Leaders Differ on Truce

The spouses of some candidates for
high-level jobs in the Obama adminis-
tration are lobbyists, a potential loop-
hole in Mr. Obama’s vow to keep special
interests at a distance. PAGE A14
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Testing a Pledge on Lobbyists
The fatal beating of an Ecuadorean
man, and the protests that came in its
wake, put a spotlight on the struggles of
one of New York City’s fastest-growing
immigrant communities. PAGE A28
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A Slain Ecuadorean’s Path 

By DANNY HAKIM 
and JEREMY W. PETERS

ALBANY — Gov. David A. Pat-
erson will propose a $4 billion
package of taxes and fees on a
range of items, from sugary soft
drinks made by Coca-Cola and
Pepsi to luxury items like furs
and boats, when he unveils his
plan to close a deficit that has
ballooned to $15 billion, people
with knowledge of the plan said
on Sunday. 

Higher taxes will also be im-
posed on health insurers and a
sales tax exemption on clothing
and footwear under $115 will be
eliminated, though the adminis-
tration will propose a two-week
holiday for goods under $500, un-
der the budget the governor will
introduce on Tuesday.

A number of fees will be in-
creased, with users of the De-
partment of Motor Vehicles and
the state parks bearing much of
the burden, people with knowl-
edge of the plan said. Tuition at
the State University of New York
and the City University of New
York will also be increased. 

The governor’s executive
budget, which is subject to ap-
proval by the Legislature, is sure
to touch off months of protests
from an array of interest groups,
as well as battles with lawmak-
ers. 

One element that Mr. Paterson
left out of his budget was any
broad-based tax increase affect-
ing people in higher income
brackets, a measure that some in
Albany believed would be part of
the plan. But ever since taking
over as the state’s chief executive
in March, Mr. Paterson has
steadfastly opposed raising in-
come taxes as a way to prop up
the state’s worsening finances.

Mr. Paterson said his plan is
meant to fill a budget gap totaling
$15 billion for the rest of the cur-
rent fiscal year, which ends
March 31, and the following fiscal
year. State law requires that the
budget be balanced.

Mr. Paterson’s plan relies most
heavily on cuts — roughly $9 bil-
lion, with the largest amounts 
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For New Yorkers cutting back on ex-
penses, year’s end presents a quanda-
ry: how much to tip workers like door-
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A Tough Year for Holiday Tips

Fannie Mae will write new leases to let
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.
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untangle a huge and
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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in the fraud scheme at his investment firm.
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Merced and Nelson D. Schwartz
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.
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Eric Dash, Jennifer 8. Lee,
Zachery Kouwe, Michael J. de la
Merced and Nelson D. Schwartz
contributed reporting.
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.
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untangle a huge and
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.

Investigators begin to
untangle a huge and
complex fraud case.
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.

Investigators begin to
untangle a huge and
complex fraud case.
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Zachery Kouwe, Michael J. de la
Merced and Nelson D. Schwartz
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”
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Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.
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Merced and Nelson D. Schwartz
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individuals, banks and hedge
funds around the world.

So far, only Mr. Madoff, the
firm’s 70-year-old founder, has
been arrested in the scandal. He
is free on a $10 million bond and
cannot travel far outside the New
York area.

According to charges against
Mr. Madoff, his firm paid off earli-
er investors with money from
new investors, fitting the classic
definition of a Ponzi scheme. It
unraveled as markets declined
and many investors who lost
money elsewhere sought to with-
draw money from their invest-
ments with Mr. Madoff.

But a question still dominates
the investigation: how one per-
son could have pulled off such a
far-reaching, long-running fraud,
carrying out all the simple practi-
cal chores the scheme required,
like producing monthly state-
ments, annual tax statements,
trade confirmations and bank
transfers.

Firms managing money on Mr.
Madoff’s scale would typically
have hundreds of people involved
in these administrative tasks.
Prosecutors say he claims to
have acted entirely alone.

“Our task is to find the records
and follow the money,” said Alex-
ander Vasilescu, a lawyer in the
New York office of the Securities
and Exchange Commission. As of
Sunday night, he said, investiga-
tors could not shed much light on
the fraud or its scale. “We do not
dispute his number — we just
have not calculated how he made
it,” he said.

Scrutiny is also falling on the
many banks and money manag-
ers who helped steer clients to
Mr. Madoff and now say they are
among his victims.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.

While many investors were
friends or met Mr. Madoff at
country clubs or on charitable
boards, even more had entrusted
their money to professional advi-
sory firms that, in turn, handed it

to Mr. Madoff — for a fee. Invest-
ors are now questioning whether
these paid advisers were diligent
enough in investigating Mr.
Madoff to ensure that their
money was safe. Where those ad-
visers work for big institutions
like Banco Santander, investors
will most likely look to them,
rather than to the remnants of
Mr. Madoff’s firm, for restitution.

Santander may face $3.1 billion
in losses through its Optimal In-
vestment Services, a Geneva-
based fund of hedge funds that is
owned by the bank. At the end of
2007, Optimal had 6 billion euros,
or $8 billion, under management,
according to the bank’s annual
report — which would mean that
its Madoff investments were a
substantial part of Optimal’s
portfolio.

A spokesman for Santander
declined to comment on the case.

Other Swiss institutions, in-
cluding Banque Bénédict
Hentsch and Neue Privat Bank,
acknowledged being at risk, with
Hentsch confirming about $48
million in exposure.

BNP Paribas said it had not in-
vested directly in the Madoff
funds but had 350 million euros,
or about $500 million, at risk
through trades and loans to
hedge funds. And the private
Swiss bank Reichmuth said it had
385 million Swiss francs, or $327
million, in potential losses. HSBC,
one of the world’s largest banks,
also said it had made loans to in-
stitutions that invested in Madoff
but did not disclose the size of its
potential losses.

Calls to Mr. Zuckerman and his
representatives were not re-
turned on Sunday night.

Losses of this scale simply do
not seem to fit into the intimate
business that Mr. Madoff operat-

ed in New York.By the elevated
standards of Wall Street, the
Madoff firm did not pay excep-
tionally well, but it was loyal to
employees even in bad times. Mr.
Madoff’s family filled the senior
positions, but his was not the only
family at the firm — generations
of employees had worked for
Madoff and invested their sav-
ings there. 

Even before Madoff collapsed,
some employees were mystified
by the 17th floor. In recent regula-
tory filings, Mr. Madoff claimed
to manage $17 billion for clients
— a number that would normally
occupy far more than the 20 or so
people who worked on 17. 

One Madoff employee said he
and other workers assumed that
Mr. Madoff must have a separate
office elsewhere to oversee his
client accounts.

Nevertheless, Mr. Madoff at-
tracted and held the trust of com-
panies that prided themselves on
their diligent investigation of in-
vestment managers.

One of them was Walter M.
Noel Jr., who struck up a busi-
ness relationship with Mr. Madoff
20 years ago that helped earn his
investment firm, the Fairfield
Greenwich Group, millions of dol-
lars in fees. Indeed, over time,
one of Fairfield’s strongest sell-
ing points for its largest fund was
its access to Mr. Madoff.

But now, Mr. Noel and Fairfield
are the biggest known losers in
the scandal, facing potential
losses of $7.5 billion, more than
half the firm’s assets.

Jeffrey Tucker, a Fairfield co-
founder and former federal reg-

ulator, said in a statement posted
on the firm’s Web site: “We have
worked with Madoff for nearly 20
years, investing alongside our cli-
ents. We had no indication that
we and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

The huge loss comes at a time
when the hedge fund industry
has already been wounded by the
volatile markets. Several weeks
ago, Fairfield had halted investor
redemptions at two of its other
funds, citing the tough market
conditions as dozens of hedge
funds have done. The firm re-

ported a drop of $2 billion in as-
sets between September and No-
vember.

Fairfield was founded in 1983
by Mr. Noel, the former head of
international private banking at
Chemical Bank, and Mr. Tucker, a
former Securities and Exchange
Commission official. It grew
sharply over the years, attracting
investors in Europe, Latin Amer-
ica and Asia.

Mr. Noel first met Mr. Madoff
in the 1980s, and Fairfield’s for-
tunes grew along with the re-
turns Mr. Madoff reported. The
two men were very different: Mr.
Madoff hailed from eastern
Queens and was tied closely to
the Jewish community, while Mr.
Noel, a native of Tennessee,
moved in the Greenwich social
scene with his wife, Monica.

“He was a person of superb
ethics, and this has to cut him to
the quick,” said George L. Ball, a
former executive at E. F. Hutton
and Prudential-Bache Securities
who knows Mr. Noel. 

Fairfield boasted about its in-
vestigative skills. On its Web site,
the firm claimed to investigate
hedge fund managers for 6 to 12
months before investing. As part
of the process, a team of examin-
ers conducted personal back-
ground checks, audited broker-
age records and trading reports
and interviewed hedge fund ex-
ecutives and compliance officials.

In 2001, Mr. Madoff called Fair-
field and invited the firm to in-
spect his books after two news
reports questioned the validity of
his returns, according to a person
close to Fairfield. Outside audi-

tors hired to inspect Mr. Madoff’s
operations concluded that “ev-
erything checked out,” this per-
son said.

The Fairfield Greenwich Group
“performed comprehensive and
conscientious due diligence and
risk monitoring,” Marc Kasowitz,
a lawyer for Fairfield, said in a
statement. “FGG, like so many
other Madoff clients, was a vic-
tim of a highly sophisticated mas-
sive fraud that escaped the de-
tection of top institutional and
private investors, industry or-
ganizations, auditors, examiners
and regulatory authorities.”

Now, Fairfield is seeking to re-
cover what it can from Mr.
Madoff. 

“It is our intention to aggres-
sively pursue the recovery of all
assets related to Bernard L.
Madoff Investment Securities,”
Mr. Tucker said in a statement.
“We are also committed to the
operation of our continuing
funds. We hope to have a better
idea of the entire situation as the
facts develop.”

Working alongside the federal
investigators on Madoff’s 17th
floor, staff workers for Lee S.
Richards 3d, the court-appointed
receiver for the firm, are trying
to determine what parts of the
firm can keep operating to pre-
serve assets for investors.

“We don’t have anything to re-
port to investors at this time,” he
said. “We are doing everything
we can to protect the assets of the
Madoff entities that are subject to
the receivership, and to learn
what we can about the operations
of those entities.”

The 17th Floor, Where Wealth Went to Vanish in a Manhattan Tower
From Page A1

RUBY WASHINGTON/THE NEW YORK TIMES

Prosecutors say Bernard L. Madoff claims that he acted alone
in the fraud scheme at his investment firm.

Investigators begin to
untangle a huge and
complex fraud case.

Eric Dash, Jennifer 8. Lee,
Zachery Kouwe, Michael J. de la
Merced and Nelson D. Schwartz
contributed reporting.
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Mickey Rourke’s latest role takes him to
the milieu of professional wrestling — a
world based on illusion and fake moves
but also containing real human drama.
Marisa Tomei costars as his love inter-
est. A review by A. O. Scott. PAGE C1

ARTS C1-12

Neither Bird Nor Plane

By EDMUND L. ANDREWS and JACKIE CALMES
WASHINGTON — The Federal

Reserve entered a new era on
Tuesday, lowering its benchmark
interest rate virtually to zero and
declaring that it would now fight
the recession by pumping out
vast amounts of money to busi-
nesses and consumers through
an expanding array of new lend-
ing programs.

Going further than expected,
the central bank cut its target for
the overnight federal funds rate
to a range of zero to 0.25 percent
and brought the United States to
the zero-rate policies that Japan
used for years in its own fight
against deflation. 

Though important as a historic
milestone, the move to an in-
terest rate of zero from 1 percent
is largely symbolic. The funds
rate, which affects what banks
charge for lending their reserves
to each other, had already fallen
to nearly zero in recent days be-
cause banks have been so re-
luctant to do business.

Of much greater practical im-
portance, the Fed bluntly an-
nounced that it would print as
much money as necessary to re-
vive the frozen credit markets
and fight what is shaping up as
the nation’s worst economic
downturn since World War II.

In effect, the Fed is stepping in
as a substitute for banks and oth-
er lenders and acting more like a
bank itself. “The Federal Reserve
will employ all available tools to
promote the resumption of sus-
tainable economic growth,” it
said. Those tools include buying
“large quantities” of mortgage-
related bonds, longer-term Treas-
ury bonds, corporate debt and
even consumer loans.

The move came as President-
elect Barack Obama summoned

his economic team to a four-hour
meeting in Chicago to map out
plans for an enormous economic
stimulus measure that could cost
anywhere from $600 billion to $1
trillion over the next two years.

The two huge economic stimu-
lus programs, one from the Fed
and one from the White House
and Congress, set the stage for a
powerful but potentially risky
partnership between Mr. Obama
and the Fed’s Republican chair-
man, Ben S. Bernanke.

“We are running out of the tra-
ditional ammunition that’s used
in a recession, which is to lower
interest rates,” Mr. Obama said at
a news conference Tuesday. “It is
critical that the other branches of
government step up, and that’s
why the economic recovery plan
is so essential.”

Financial markets were electri-
fied by the Fed action. The Dow 

FED CUTS KEY RATE
ALMOST TO ZERO;
OBAMA MAPS PLAN 

Agency Vows to Print as Much Money as
Needed to Thaw Credit Markets

Continued on Page A30

More Inside The Times.
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By ADAM NAGOURNEY and NICHOLAS CONFESSORE

On the day Caroline Kennedy
declared she wanted to succeed
Senator Hillary Rodham Clinton,
one of the first people she called
was the mayor of Buffalo. 

She told him she wanted to vis-
it western New York. She told
him she wanted to learn more
about regional issues.

The mayor, Byron W. Brown,
said he would welcome her. But
he had a message for Ms. Ken-
nedy, too, offering her a preview
of what her life is about to be-
come: “I think upstaters are go-
ing to want an upstater on the
ticket,” he said.

The decision by Ms. Kennedy
to end a highly private existence
and enter politics — New York
politics, no less — presents what
even her supporters acknowl-
edge is a gamble on a carefully
cultivated reputation for quiet
competence and dignity estab-
lished over the 45 years since her

father was assassinated. 
She must overcome skepticism

about her experience and creden-
tials, and deflate what some
Democrats view as a sense of en-
titlement by a member of a sto-
ried American political family
trying to begin her political ca-
reer near the top of the ladder.

These concerns are coming
into sharp relief as Ms. Kennedy
begins an understated if carefully
orchestrated rollout, with calls to
political leaders early this week,
and a trip upstate, including a
private meeting with the mayor
of Syracuse, on Wednesday.

“Obviously she is a celebrity,”
said H. Carl McCall, the former
state comptroller and the Demo-
cratic candidate for governor in
2002. 

“But I think the real issue here
is, do you want someone who is a
celebrity and comes from the 

As Privacy Ends for Kennedy,
A Rough Political Path Awaits

Continued on Page A37

By CLIFFORD J. LEVY

ZHODINO, Belarus — The vot-
ing monitor began his rounds on
election day here at Polling Place
No. 7. “Issues? Violations?” he
asked the poll workers, glancing
around like a casual sightseer.
They said no, so he left.

The monitor, Kholnazar Makh-
madaliyev, breezed from one
polling site (“What’s up? Things
O.K.?”) to another (“Everything
fine here?”), shaking a lot of
hands, offering abundant compli-
ments and drinking brandy with

this city’s mayor. 
Such went Mr. Makhmadali-

yev’s stint on a large observer
mission led by the Kremlin that
concluded that Belarus, a former
Soviet republic and an ally of
Russia, had conducted a “free,
open and democratic” parliamen-
tary election in late September. 

The Kremlin monitors’ version
of reality, though, clashed with
the one described by a European

security group, whose own mon-
itors dismissed the election as a
sham tainted by numerous short-
comings, not the least of which
was vote rigging. 

The monitors dispatched by
the Kremlin did not report any-
thing like that. Nor did they raise
concerns about Belarus’s securi-
ty service, still called the K.G.B.,
which had exerted harsh pres-
sure on the opposition, impris-
oning several of its leaders over
the last year and thwarting their
campaigns. Or about state-con-

ALEXEY GROMOV/AGENCE FRANCE-PRESSE — GETTY IMAGES

Commandos exited polling booths after voting in an election in September in Minsk, Belarus.

Electoral Rot Nearby? The Russians Don’t See It

Continued on Page A16

KREMLIN RULES
Shadow Election Monitors

By ERIC KONIGSBERG

As a go-between who shep-
herded clients and their money to
Bernard L. Madoff, Walter M.
Noel became so prosperous that
he was only too happy to show off
his good fortune to the world.

In 2002, Vanity Fair dispatched
the photographer Bruce Weber to
shoot a lavish spread of Mr.
Noel’s wife and their five grown
daughters at his home in Con-
necticut (“Golden in Greenwich,”
read the headline). That was fol-
lowed, in 2005, by a Town and
Country story on the Noel fam-
ily’s tropical retreat in Mustique. 

These houses — joining Mr.
Noel’s addresses in Palm Beach
and Southampton and on Park
Avenue — were visible evidence
of his investment empire, the
Fairfield Greenwich Group,
which had $14.1 billion in Febru-
ary. 

Mr. Noel’s firm, including four
sons-in-law as partners, now has
the distinction of being the big-
gest known loser in the Madoff
scandal, to the tune of $7.5 billion.

For Fairfield Greenwich and a
handful of other big feeder funds
that were essentially pouring bil-
lions of dollars each into Bernard 

PATRICK McMULLAN/PATRICKMcMULLAN.COM

Monica and Walter M. Noel,
whose firm lost $7.5 billion. 

In Fraud Case,
Middlemen
In Spotlight

Continued on Page A30

By SAM DILLON

CHICAGO — It was the morn-
ing after the presidential election,
and Matthew Melmed, executive
director of Zero to Three, a na-
tional organization devoted to
early childhood education, could
barely contain his exultation.

Mr. Melmed fired off an e-mail
message to his board and staff,
reminding them of President-
elect Barack Obama’s interest in
the care and education of the
very young and congratulating
Mr. Obama for campaigning on a
“comprehensive platform for ear-
ly childhood.”

Mr. Melmed was not alone in
his excitement. After years of
what they call backhanded treat-
ment by the Bush administration,

whose focus has been on the test-
ing of older children, many advo-
cates are atremble with anticipa-
tion over Mr. Obama’s espousal
of early childhood education. 

In the presidential debates, he
twice described it as among his
highest priorities, and his choice
for secretary of education, Arne
Duncan, the Chicago schools su-
perintendent, is a strong advo-
cate for it.

And the $10 billion Mr. Obama
has pledged for early childhood
education would amount to the
largest new federal initiative for
young children since Head Start
began in 1965. Now, Head Start is
a $7 billion federal program serv-

OZIER MUHAMMAD/THE NEW YORK TIMES

Barack Obama at a Chicago school on Tuesday with his pick for education secretary, Arne Duncan, right, and Joseph R. Biden Jr. 

Obama’s $10 Billion Promise
Stirs Hope in Early Education

Continued on Page A26

By PETER BAKER

WASHINGTON — The White
House has prepared more than a
dozen contingency plans to help
guide President-elect Barack
Obama if an international crisis
erupts in the opening days of his
administration, part of an elab-
orate operation devised to
smooth the first transition of
power since Sept. 11, 2001.

The memorandums envision a
variety of volatile possibilities,
like a North Korean nuclear ex-
plosion, a cyberattack on Ameri-
can computer systems, a terror-
ist strike on United States facili-
ties overseas or a fresh outbreak
of instability in the Middle East,
according to people briefed on
them. Each then outlines options
for Mr. Obama to consider.

The contingency planning goes
beyond what other administra-
tions have done, with President
Bush and Mr. Obama vowing to
work in tandem to ensure a more
efficient transition in a time of
war and terrorist threat. The
commission that investigated the
Sept. 11 attacks, noting problems 

Bush Prepares
Crisis Briefings
To Aid Obama

Continued on Page A26
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Tensions worsened after reports of an
ambush that hurt a military leader close
to President Robert Mugabe. PAGE A6

INTERNATIONAL A6-17

Zimbabwe Official Attacked
Answering the phones for the co-chair-
man of Barack Obama’s transition is
none other than Betty Currie, 69, the
personal secretary to President Bill
Clinton, who has shied from publicity
since leaving the White House. PAGE A26
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The cartel is said to be preparing to an-
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Butter makes the difference in Christ-
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Holiday recipes from the archives. 
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A British doctor with roots in Iraq was
convicted in bungled bombing attempts
in London and Glasgow. PAGE A6

Guilty in 2007 Bomb Attempts

The death of a victim of the 1988 bomb-
ing of Pan Am Flight 103 has allowed a
small school in Manhattan to live on.
Jim Dwyer, About New York. PAGE A35
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Unusual Gift for Private School
Watching a dramatic victory by the Jets
from Baghdad, a Packers fan wonders
why Green Bay traded quarterback
Brett Favre away. PAGE B10
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Baghdad, Green Bay and Favre

A treatment for prostate cancer high-
lights disparities in Medicare reim-
bursements in different states. PAGE B1
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The S.E.C. said it had missed
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Late Edition
Today, spotty showers, patchy fog,
then drier, high 44. Tonight, gradual
clearing, patchy fog, low 33. Tomor-
row, mostly sunny and seasonable,
high 43. Weather map, Page A28.
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By DANNY HAKIM 
and STEVEN GREENHOUSE

ALBANY — Gov. David A. Pat-
erson on Tuesday proposed a
steep rollback of some of the gen-
erous pension benefits that have
been an alluring feature of gov-
ernment work for decades, initi-
ating a contentious reckoning
with public employee unions.

The governor is proposing to
reduce benefits for newly hired
state and municipal workers, in-
cluding those in New York City,
by placing them in a new pension
category. The New York City por-
tion of the plan was developed by
Mayor Michael R. Bloomberg.

“We’ve made too many prom-
ises and asked for too few sacri-
fices,” the governor said during
an address to the Legislature.
“We’re going to have to change
our culture as we know it.”

The pension proposal was part
of an austerity budget unveiled
by Mr. Paterson. [Page A33.]

One of the most controversial
elements of the pension proposal
would require the city’s police of-
ficers and firefighters to work 25 

Continued on Page A36

From Albany,
Move to Trim
Pension Plans

CM Y K Nxxx,2008-12-17,A,001,Bs-BK,E3_K

K

U(D54G1D)y+,!=!%!z!:
FOR HOME DELIVERY CALL 1-800-NYTIMES

Mickey Rourke’s latest role takes him to
the milieu of professional wrestling — a
world based on illusion and fake moves
but also containing real human drama.
Marisa Tomei costars as his love inter-
est. A review by A. O. Scott. PAGE C1

ARTS C1-12

Neither Bird Nor Plane

By EDMUND L. ANDREWS and JACKIE CALMES
WASHINGTON — The Federal

Reserve entered a new era on
Tuesday, lowering its benchmark
interest rate virtually to zero and
declaring that it would now fight
the recession by pumping out
vast amounts of money to busi-
nesses and consumers through
an expanding array of new lend-
ing programs.

Going further than expected,
the central bank cut its target for
the overnight federal funds rate
to a range of zero to 0.25 percent
and brought the United States to
the zero-rate policies that Japan
used for years in its own fight
against deflation. 

Though important as a historic
milestone, the move to an in-
terest rate of zero from 1 percent
is largely symbolic. The funds
rate, which affects what banks
charge for lending their reserves
to each other, had already fallen
to nearly zero in recent days be-
cause banks have been so re-
luctant to do business.

Of much greater practical im-
portance, the Fed bluntly an-
nounced that it would print as
much money as necessary to re-
vive the frozen credit markets
and fight what is shaping up as
the nation’s worst economic
downturn since World War II.

In effect, the Fed is stepping in
as a substitute for banks and oth-
er lenders and acting more like a
bank itself. “The Federal Reserve
will employ all available tools to
promote the resumption of sus-
tainable economic growth,” it
said. Those tools include buying
“large quantities” of mortgage-
related bonds, longer-term Treas-
ury bonds, corporate debt and
even consumer loans.

The move came as President-
elect Barack Obama summoned

his economic team to a four-hour
meeting in Chicago to map out
plans for an enormous economic
stimulus measure that could cost
anywhere from $600 billion to $1
trillion over the next two years.

The two huge economic stimu-
lus programs, one from the Fed
and one from the White House
and Congress, set the stage for a
powerful but potentially risky
partnership between Mr. Obama
and the Fed’s Republican chair-
man, Ben S. Bernanke.

“We are running out of the tra-
ditional ammunition that’s used
in a recession, which is to lower
interest rates,” Mr. Obama said at
a news conference Tuesday. “It is
critical that the other branches of
government step up, and that’s
why the economic recovery plan
is so essential.”

Financial markets were electri-
fied by the Fed action. The Dow 

FED CUTS KEY RATE
ALMOST TO ZERO;
OBAMA MAPS PLAN 

Agency Vows to Print as Much Money as
Needed to Thaw Credit Markets
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By ADAM NAGOURNEY and NICHOLAS CONFESSORE

On the day Caroline Kennedy
declared she wanted to succeed
Senator Hillary Rodham Clinton,
one of the first people she called
was the mayor of Buffalo. 

She told him she wanted to vis-
it western New York. She told
him she wanted to learn more
about regional issues.

The mayor, Byron W. Brown,
said he would welcome her. But
he had a message for Ms. Ken-
nedy, too, offering her a preview
of what her life is about to be-
come: “I think upstaters are go-
ing to want an upstater on the
ticket,” he said.

The decision by Ms. Kennedy
to end a highly private existence
and enter politics — New York
politics, no less — presents what
even her supporters acknowl-
edge is a gamble on a carefully
cultivated reputation for quiet
competence and dignity estab-
lished over the 45 years since her

father was assassinated. 
She must overcome skepticism

about her experience and creden-
tials, and deflate what some
Democrats view as a sense of en-
titlement by a member of a sto-
ried American political family
trying to begin her political ca-
reer near the top of the ladder.

These concerns are coming
into sharp relief as Ms. Kennedy
begins an understated if carefully
orchestrated rollout, with calls to
political leaders early this week,
and a trip upstate, including a
private meeting with the mayor
of Syracuse, on Wednesday.

“Obviously she is a celebrity,”
said H. Carl McCall, the former
state comptroller and the Demo-
cratic candidate for governor in
2002. 

“But I think the real issue here
is, do you want someone who is a
celebrity and comes from the 

As Privacy Ends for Kennedy,
A Rough Political Path Awaits

Continued on Page A37

By CLIFFORD J. LEVY

ZHODINO, Belarus — The vot-
ing monitor began his rounds on
election day here at Polling Place
No. 7. “Issues? Violations?” he
asked the poll workers, glancing
around like a casual sightseer.
They said no, so he left.

The monitor, Kholnazar Makh-
madaliyev, breezed from one
polling site (“What’s up? Things
O.K.?”) to another (“Everything
fine here?”), shaking a lot of
hands, offering abundant compli-
ments and drinking brandy with

this city’s mayor. 
Such went Mr. Makhmadali-

yev’s stint on a large observer
mission led by the Kremlin that
concluded that Belarus, a former
Soviet republic and an ally of
Russia, had conducted a “free,
open and democratic” parliamen-
tary election in late September. 

The Kremlin monitors’ version
of reality, though, clashed with
the one described by a European

security group, whose own mon-
itors dismissed the election as a
sham tainted by numerous short-
comings, not the least of which
was vote rigging. 

The monitors dispatched by
the Kremlin did not report any-
thing like that. Nor did they raise
concerns about Belarus’s securi-
ty service, still called the K.G.B.,
which had exerted harsh pres-
sure on the opposition, impris-
oning several of its leaders over
the last year and thwarting their
campaigns. Or about state-con-
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Commandos exited polling booths after voting in an election in September in Minsk, Belarus.

Electoral Rot Nearby? The Russians Don’t See It
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KREMLIN RULES
Shadow Election Monitors

By ERIC KONIGSBERG

As a go-between who shep-
herded clients and their money to
Bernard L. Madoff, Walter M.
Noel became so prosperous that
he was only too happy to show off
his good fortune to the world.

In 2002, Vanity Fair dispatched
the photographer Bruce Weber to
shoot a lavish spread of Mr.
Noel’s wife and their five grown
daughters at his home in Con-
necticut (“Golden in Greenwich,”
read the headline). That was fol-
lowed, in 2005, by a Town and
Country story on the Noel fam-
ily’s tropical retreat in Mustique. 

These houses — joining Mr.
Noel’s addresses in Palm Beach
and Southampton and on Park
Avenue — were visible evidence
of his investment empire, the
Fairfield Greenwich Group,
which had $14.1 billion in Febru-
ary. 

Mr. Noel’s firm, including four
sons-in-law as partners, now has
the distinction of being the big-
gest known loser in the Madoff
scandal, to the tune of $7.5 billion.

For Fairfield Greenwich and a
handful of other big feeder funds
that were essentially pouring bil-
lions of dollars each into Bernard 
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Monica and Walter M. Noel,
whose firm lost $7.5 billion. 

In Fraud Case,
Middlemen
In Spotlight
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By SAM DILLON

CHICAGO — It was the morn-
ing after the presidential election,
and Matthew Melmed, executive
director of Zero to Three, a na-
tional organization devoted to
early childhood education, could
barely contain his exultation.

Mr. Melmed fired off an e-mail
message to his board and staff,
reminding them of President-
elect Barack Obama’s interest in
the care and education of the
very young and congratulating
Mr. Obama for campaigning on a
“comprehensive platform for ear-
ly childhood.”

Mr. Melmed was not alone in
his excitement. After years of
what they call backhanded treat-
ment by the Bush administration,

whose focus has been on the test-
ing of older children, many advo-
cates are atremble with anticipa-
tion over Mr. Obama’s espousal
of early childhood education. 

In the presidential debates, he
twice described it as among his
highest priorities, and his choice
for secretary of education, Arne
Duncan, the Chicago schools su-
perintendent, is a strong advo-
cate for it.

And the $10 billion Mr. Obama
has pledged for early childhood
education would amount to the
largest new federal initiative for
young children since Head Start
began in 1965. Now, Head Start is
a $7 billion federal program serv-

OZIER MUHAMMAD/THE NEW YORK TIMES

Barack Obama at a Chicago school on Tuesday with his pick for education secretary, Arne Duncan, right, and Joseph R. Biden Jr. 

Obama’s $10 Billion Promise
Stirs Hope in Early Education

Continued on Page A26

By PETER BAKER

WASHINGTON — The White
House has prepared more than a
dozen contingency plans to help
guide President-elect Barack
Obama if an international crisis
erupts in the opening days of his
administration, part of an elab-
orate operation devised to
smooth the first transition of
power since Sept. 11, 2001.

The memorandums envision a
variety of volatile possibilities,
like a North Korean nuclear ex-
plosion, a cyberattack on Ameri-
can computer systems, a terror-
ist strike on United States facili-
ties overseas or a fresh outbreak
of instability in the Middle East,
according to people briefed on
them. Each then outlines options
for Mr. Obama to consider.

The contingency planning goes
beyond what other administra-
tions have done, with President
Bush and Mr. Obama vowing to
work in tandem to ensure a more
efficient transition in a time of
war and terrorist threat. The
commission that investigated the
Sept. 11 attacks, noting problems 

Bush Prepares
Crisis Briefings
To Aid Obama
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Jim Dwyer, About New York. PAGE A35
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Unusual Gift for Private School
Watching a dramatic victory by the Jets
from Baghdad, a Packers fan wonders
why Green Bay traded quarterback
Brett Favre away. PAGE B10
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A treatment for prostate cancer high-
lights disparities in Medicare reim-
bursements in different states. PAGE B1
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The S.E.C. said it had missed
warnings of fraud at Madoff Se-
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S.E.C.’s Missed Signals

VOL. CLVIII . . No. 54,527 © 2008 The New York Times NEW YORK, WEDNESDAY, DECEMBER 17, 2008

Late Edition
Today, spotty showers, patchy fog,
then drier, high 44. Tonight, gradual
clearing, patchy fog, low 33. Tomor-
row, mostly sunny and seasonable,
high 43. Weather map, Page A28.

$1.50

By DANNY HAKIM 
and STEVEN GREENHOUSE

ALBANY — Gov. David A. Pat-
erson on Tuesday proposed a
steep rollback of some of the gen-
erous pension benefits that have
been an alluring feature of gov-
ernment work for decades, initi-
ating a contentious reckoning
with public employee unions.

The governor is proposing to
reduce benefits for newly hired
state and municipal workers, in-
cluding those in New York City,
by placing them in a new pension
category. The New York City por-
tion of the plan was developed by
Mayor Michael R. Bloomberg.

“We’ve made too many prom-
ises and asked for too few sacri-
fices,” the governor said during
an address to the Legislature.
“We’re going to have to change
our culture as we know it.”

The pension proposal was part
of an austerity budget unveiled
by Mr. Paterson. [Page A33.]

One of the most controversial
elements of the pension proposal
would require the city’s police of-
ficers and firefighters to work 25 

Continued on Page A36

From Albany,
Move to Trim
Pension Plans
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 

From Page A1

Reporting was contributed by Ali-
son Leigh Cowan, Alex Berenson,
Michael J. de la Merced and
Zachery Kouwe.

Nxxx,2008-12-17,A,030,Bs-BW,E2

A30 Ø N NATIONALTHE NEW YORK TIMES WEDNESDAY, DECEMBER 17, 2008

Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Reporting was contributed by Ali-
son Leigh Cowan, Alex Berenson,
Michael J. de la Merced and
Zachery Kouwe.
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.
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The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
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calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 

Charitable Foundations

Madoff’s Losers

Other

Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
 

THE NEW YORK TIMESSources: the companies; Bloomberg; Dow Jones

Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 
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Reporting was contributed by Ali-
son Leigh Cowan, Alex Berenson,
Michael J. de la Merced and
Zachery Kouwe.
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Jones industrial average jumped
4.2 percent, or 359.61 points, to
close at 8,924.14. 

Investors rushed to buy long-
term Treasury bonds. Yields on
10-year Treasuries, which have
traditionally served as a guide for
mortgage rates, plunged immedi-
ately after the announcement to
2.26 percent, their lowest level in
decades, from 2.51 percent earlier
in the day.

Yields on investment-grade
corporate bonds edged down to
7.215 percent on Tuesday, from
7.355 on Monday. Yields on riski-
er high-yielding corporate bonds
remained in the stratosphere at
22.493 percent, almost unchanged
from 22.732 on Monday.

By contrast, the dollar dropped
sharply against the euro and oth-
er major currencies for the sec-
ond consecutive day — a sign
that currency markets were ner-
vous about a flood of newly print-
ed dollars. Some analysts predict
that the Treasury will have to sell
$2 trillion worth of new securities
over the next year to finance its
existing budget deficit, a new
stimulus program and to re-
finance about $600 billion worth
of maturing government debt.

For the moment, Mr. Obama
and Mr. Bernanke appear to be
on the same page, though that
could abruptly change if the
economy starts to revive. Fed of-
ficials have already assumed that
Congress will pass a major
spending program to stimulate
the economy, and they are count-
ing on it to contribute to econom-
ic growth next year.

In more normal times, the Fed
might easily start raising interest
rates in reaction to a huge new
spending program, out of con-
cern about rising inflation. 

But data on Tuesday provided
new evidence that the biggest
threat to prices right now was not
inflation but deflation. 

The federal government re-
ported on Tuesday that the Con-
sumer Price Index fell 1.7 percent
in November, the steepest
monthly drop since the govern-
ment began tracking prices in
1947. The decline was largely
driven by the recent plunge in en-
ergy prices, but even the so-
called core inflation rate, which
excludes the volatile food and en-
ergy sectors, was essentially

zero.
Mr. Obama’s goal is to have a

package ready when the new
Congress convenes on Jan. 6. His
hope is that the House and Sen-
ate, with their bigger Democratic
majorities, can agree quickly on a
plan for Mr. Obama to sign into
law soon after he is sworn into of-
fice two weeks later.

The Fed, in a statement accom-
panying its rate decision, ac-
knowledged that the recession
was more severe than officials
had thought at their last meeting
in October.

“Over all, the outlook for eco-
nomic activity has weakened fur-
ther,” the central bank said.

“Labor market conditions have
deteriorated, and the available
data indicate that consumer
spending, business investment
and industrial production have
declined.” 

The central bank added: “The
committee anticipates that weak
economic conditions are likely to
warrant exceptionally low levels
of the federal funds rate for some
time.”

With fewer than 10 days until
Christmas, retailers from Saks
Fifth Avenue to Wal-Mart have
been slashing prices to draw in
consumers, who have sharply re-
duced their spending over the
last six months. On Tuesday, Ba-
nana Republic offered customers
$50 off on any purchases that to-
tal $125. The clothing retailer
DKNY offered customers $50 off
any purchase totaling $250.

Ian Shepherdson, an analyst at
High Frequency Economics, said
falling energy prices were likely
to bring the year-over-year rate
of inflation to below zero in Janu-
ary.

The Fed has already an-
nounced or outlined a range of
unorthodox new tools that it can
use to keep stimulating the econ-
omy once the federal funds rate
effectively reaches zero. On Tues-
day, Fed officials said they stood
ready to expand them or create
new ones to relieve bottlenecks in
the credit markets.

All of the tools involve borrow-
ing by the Fed, which amounts to

printing money in vast new quan-
tities, a process the Fed has al-
ready started. Since September,
the Fed’s balance sheet has bal-
looned from about $900 billion to
more than $2 trillion as it has cre-
ated money and lent it out. As
soon as the Fed completes its

plans to buy mortgage-backed
debt and consumer debt, the bal-
ance sheet will be up to about $3
trillion.

“At some point, and without
knowing the timing, the Fed is
going to have to destroy all that

money it is creating,” said Alan
Blinder, a professor of economics
at Princeton and a former vice
chairman of the Federal Reserve.

“Right now, the crisis is creat-
ed by the huge demand by banks
for hoarding cash. The Fed is pro-

viding cash, and the banks want
to hoard it. When things start re-
turning to normal, the banks will
want to start lending it out. If that
much money is left in the mone-
tary base, it would be extremely
inflationary.”

Fed Cuts a Key Rate
To Virtually Zero;
Obama Sets a Path

ANDREW HARRER/BLOOMBERG NEWS

Traders at the New York Stock Exchange. The markets surged after news of the Federal Reserve’s interest rate cut to virtually zero.

Following is the full text of Tuesday’s
statement by the Federal Reserve:

The Federal Open Market Committee
decided today to establish a target range
for the federal funds rate of 0 to 1/4 per-
cent.

Since the committee’s last meeting, la-
bor market conditions have deteriorated,
and the available data indicate that con-
sumer spending, business investment and
industrial production have declined. Fi-
nancial markets remain quite strained and
credit conditions tight. Over all, the out-
look for economic activity has weakened
further.

Meanwhile, inflationary pressures have
diminished appreciably. In light of the de-
clines in the prices of energy and other
commodities and the weaker prospects for
economic activity, the committee expects
inflation to moderate further in coming
quarters.

The Federal Reserve will employ all
available tools to promote the resumption

of sustainable economic growth and to
preserve price stability. In particular, the
committee anticipates that weak economic
conditions are likely to warrant exception-
ally low levels of the federal funds rate for
some time.

The focus of the committee’s policy go-
ing forward will be to support the function-
ing of financial markets and stimulate the
economy through open market operations
and other measures that sustain the size
of the Federal Reserve’s balance sheet at a
high level. As previously announced, over
the next few quarters the Federal Reserve
will purchase large quantities of agency
debt and mortgage-backed securities to
provide support to the mortgage and hous-
ing markets, and it stands ready to expand
its purchases of agency debt and mort-
gage-backed securities as conditions war-
rant. The committee is also evaluating the
potential benefits of purchasing longer-
term Treasury securities. Early next year,
the Federal Reserve will also implement
the Term Asset-Backed Securities Loan

Facility to facilitate the extension of credit
to households and small businesses. The
Federal Reserve will continue to consider
ways of using its balance sheet to further
support credit markets and economic ac-
tivity.

Voting for the F.O.M.C. monetary policy
action were: Ben S. Bernanke, chairman;
Christine M. Cumming; Elizabeth A.
Duke; Richard W. Fisher; Donald L.
Kohn; Randall S. Kroszner; Sandra Pia-
nalto; Charles I. Plosser; Gary H. Stern;
and Kevin M. Warsh.

In a related action, the board of gover-
nors unanimously approved a 75-basis-
point decrease in the discount rate to 1/2

percent. In taking this action, the board
approved the requests submitted by the
boards of directors of the Federal Reserve
Banks of New York, Cleveland, Richmond,
Atlanta, Minneapolis and San Francisco.
The board also established interest rates
on required and excess reserve balances
of 1/4 percent.

Text of the Fed’s Statement on Interest Rates

Edmund L. Andrews and Jeff
Sommer discuss the Federal

Reserve’s moves to revive the
economy in Today’s Business, a
daily podcast.
nytimes.com/business

ONLINE: MORE ON THE FEDFrom Page A1

Vikas Bajaj contributed reporting
from New York.

L. Madoff Investment Securities,
a lucrative business evaporated
last week when federal prosecu-
tors said Mr. Madoff had been op-
erating what may have been the
biggest Ponzi scheme in history.

Mr. Madoff puts his own fraud
at $50 billion and discussed de-
tails of it with federal prosecutors
in New York on Tuesday, accord-
ing to people briefed on the meet-
ing. 

The Fairfield Greenwich Group
charged clients an annual fee of 1
percent of assets invested for
providing access to exclusive
hedge funds and performing due
diligence on them, in addition to a
fee of 20 percent on investment
gains each year, according to
people close to the fund’s opera-
tions. At that rate, an investment
of $7 billion paid Mr. Noel’s com-
pany $70 million annually, and
then $140 million more in a year
in which Mr. Madoff reported a 10
percent gain (he steadily report-
ed returns of 10 to 12 percent).

Other middlemen for Mr.
Madoff’s vehicles — like J. Ezra
Merkin and his Ascot Partners
fund and Gerald Breslauer, a fi-
nancial adviser in Los Angeles
who invested with Mr. Madoff on
behalf of Steven Spielberg and
Jeffrey Katzenberg — also col-
lected millions in fees, though
they may have had different ar-
rangements. 

Mr. Merkin and his Ascot fund
took 1.5 percent of assets. On Fri-
day, New York Law School filed a
lawsuit in Federal Court in Man-
hattan against Mr. Merkin and
Ascot. The suit claims he abdicat-
ed his fiduciary responsibilities
and issued false and misleading
documents. Mr. Merkin’s lawyer
said he intended to defend the
lawsuit vigorously. 

The Tremont Group, a unit of
Oppenheimer that is in turn
owned by MassMutual, had $3.3
billion with Mr. Madoff, while Op-
timal Investment Services of Ge-
neva, a unit of Santander of
Spain, puts its exposure at $3.1
billion. Other big investors in-
clude Kingate Management at

$3.5 billion, Union Bancaire Prive
of Geneva at $1 billion and Bank
Medici of Vienna at $2.1 billion,
demonstrating the worldwide
reach.

Mr. Noel’s largest fund, the $7.3
billion Fairfield Sentry fund, in-
vested exclusively with Mr.
Madoff. Mr. Noel has not dis-
closed how much of that was his
own or belonged to family mem-
bers and how much was his in-
vestors’. One of his daughters
said, through a spokeswoman at
Rubenstein Public Relations, that
“a very substantial part of each
family member’s personal assets
was invested with Bernard
Madoff alongside those of our in-
vestors.”

Fairfield Greenwich is based
on East 52nd Street, though Mr.

Noel worked frequently from
Fairfield with his partners, Jeff-
rey Tucker, formerly of the Secu-
rities and Exchange Commission,
and Andreas Piedrahita. The 78-
year-old Mr. Noel had a master’s
degree in economics and a law
degree — both from Harvard —
and had worked for decades in
banking before he founded Fair-
field Greenwich, which estab-
lished itself primarily as a mar-
keting entity.

“As it grew beyond, you know,
an informal, personal concern
where Walter and a couple of
people were investing money for
his friends, they developed as a
marketing force to put Madoff
and investors together,” said
George L. Ball, a former execu-
tive at E. F. Hutton and Pruden-

tial-Bache Securities who be-
came friends with the Noels dec-
ades ago when both lived in
Greenwich.

Mr. Noel met Mr. Madoff in the
early 1980s and the businesses of
both men grew symbiotically. Mr.
Noel was as good a salesman as
Mr. Madoff could have wished
for. Mr. Noel is routinely de-
scribed as affable, assured,
graceful and nonaggressive.
“He’s a terribly good person, al-
most in the sense of Jimmy Stew-
art in ‘It’s a Wonderful Life’ com-
bined with an overtone of Greg-
ory Peck in ‘To Kill a Mocking-
bird,’” Mr. Ball said.

Mr. Noel grew up in Nashville
and met his future wife just after
law school, when mutual friends

set them up on a blind date.
They built a modestly prosper-

ous life in Greenwich, and were
perhaps best known among asso-
ciates for their Christmas cards—
“the people with five stunning
girls,” in the words of a family
friend. 

“As we know, Walter’s success
came after several thin years,”
wrote John J. McCloy, a banker
from Greenwich who described
himself and his wife, Laura, as
the Noels’ “best friends for more
than 30 years,” in May in a letter
recommending the Noels to
membership in a private club.

In an interview, Mr. McCloy de-
clined to name the club and said
that he and his family had not in-
vested with Mr. Madoff.

Mrs. McCloy went on to praise
the Noels for their “personal
charity.”

“Monica is a person, when
friends have been down on their
luck, who will quietly send a
check in the mail, or airline tick-
ets,” she said. 

The Noel sisters went to presti-
gious colleges in the United
States — Harvard, Yale, Brown,
and two at Georgetown — but
their spouses are largely from
abroad, which helped the compa-
ny extend its global reach. 

Mr. Piedrahita, who is married
to Corina Noel, grew up in Bogo-
tá, Colombia, went to Boston Uni-
versity, and made a career in the
marketing of hedge fund prod-
ucts before becoming a partner in
the firm in 1997. Lisina Noel’s
husband, Yanko Della Schiava,
worked for two textile firms in It-
aly and “markets F.G.G.’s off-
shore funds throughout Southern
Europe from his base in F.G.G.’s
Lugano representative office,”
according to the company’s Web
site. Alix Noel’s husband, Philip
Jamchid Toub, is from Lausanne,
Switzerland, and is also involved
in marketing the firm’s offshore
funds in New York. Marisa Noel’s
husband, Matthew Brown, went
to St. Mary’s College in San Fran-
cisco and also has a marketing
position at the firm.

A fifth Noel daughter, Ariane,
lives in London and is married to
Marco Sodi, an Italian financier.

David Patrick Columbia, the
editor of NewYorkSocialDiary
.com, said they had burst on the
New York-Southampton social
scene in the last few years. “They
bought a Stanford White house
near Lake Agawam a couple of
years back,” he said. The house
has been valued at $9.4 million. 

People in the industry continue
to question Fairfield’s due dili-
gence. Michael Markov, a hedge
fund consultant, said that he was
hired by a fund two years ago to
look into Fairfield Sentry’s re-
turns and found that it was “sta-
tistically impossible to replicate
them,” he said. 

Mr. Markov said that he found
only one hedge fund whose re-
turns correlated to Mr. Madoff’s.
That was the Bayou fund, which
was prosecuted by the govern-
ment for fraud in 2006.

Firms That Invested in Bernard Madoff’s Firm Are Stuck in the Middle 
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Financial Firms

The list of individuals, banks, charitable foundations and 
investment firms exposed to losses in Bernard L. Madoff's 
investment funds continues to grow. Investigators are 
calling the case the biggest Ponzi scheme ever.
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Carl and Ruth Shapiro Family Foundation  $145

Elie Wiesel Foundation for Humanity  37

Mortimer B. Zuckerman Charitable Remainder Trust  30

Madoff Family Foundation  19

Jewish Federation of Greater Washington  10

Robert I. Lappin Charitable Foundation  7

Jewish Foundation of Greater Los Angeles  6.4

Julian J. Levitt Foundation  6.0

Gift of Life Bone Marrow Foundation  1.8

JEHT Foundation       

Senator Frank R. Lautenberg’s charitable foundation  

Wunderkinder  

Chais Family Foundation  

Yeshiva University  $100-125

Harel Insurance  14.2

Groupama  13.6

Ramaz School  6.0

North Shore-Long Island Jewish Health System  5.7

CNP Assurances  4.1

Congregation Kehilath Jeshurun  3.5

SAR Academy  1.2

Clal Insurance  0.8

Norman Braman  

Fairfield Greenwich Group  $7,500

Kingate Management  3,500

Tremont Group Holdings  3,300

Banco Santander, Optimal Investment Services  3,100

Bank Medici  2,100

Ascot Partners  1,800

Access International Advisors   1,400

Fortis Bank Netherlands  1,400

Union Bancaire Privee  1,080

HSBC Holdings  1,000

Royal Bank of Scotland 625

Benbassat 935

BNP Paribas  478

BBVA  404

Fix Asset Management  400

Man Group  360

Reichmuth, the Reichmuth Matterhorn fund  330

Nomura Holdings  302

Maxam Capital Management  280

Pioneer Alternative Investments  280

EIM Group  230

Credit Mutuel  124

Dexia  107

Banque Bénédict Hentsch  48

Société Générale  13.8

Neue Privat Bank  5.0

Caisse des Dépôts et Consignations  1.4

Mediobanca  0.7

Mirabaud Several million

Bramdean Alternatives  9.5% of assets

Notz Stucki 

Sterling Equities  

EXPOSURE
In millions

EXPOSURE
In millions

EXPOSURE
In millions

Unknown

Unknown

Unknown

Unknown

Unknown

UnknownUnknown

Note: There may be some overlap in reported losses among firms. 

From Page A1

Reporting was contributed by Ali-
son Leigh Cowan, Alex Berenson,
Michael J. de la Merced and
Zachery Kouwe.
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cold, high 29. Tonight, a flurry, then
steady snow late, low 27. Tomorrow,
morning snow, ice, then rain, high
36. Weather map is on Page A15.

$1.50

By DIANA B. HENRIQUES

By the end, the world itself was
too small to support the vast Pon-
zi scheme constructed by Ber-
nard L. Madoff.

Initially, he tapped local money
pulled in from country clubs and
charity dinners, where investors
sought him out to casually plead
with him to manage their savings
so they could start reaping the
steady, solid returns their envied
friends were getting. 

Then, he and his promoters set
sights on Europe, again framing
the investments as memberships
in a select club. A Swiss hedge
fund manager, Michel Dominicé,
still remembers the pitch he got a
few years ago from a salesman in
Geneva. “He told me the fund
was closed, that it was something

Madoff’s game was, it was cer-
tainly this: The first worldwide
Ponzi scheme — a fraud that last-
ed longer, reached wider and cut
deeper than any similar scheme
in history, entirely eclipsing the
puny regional ambitions of
Charles Ponzi, the Boston swin-
dler who gave his name to the
scheme nearly a century ago.

“Absolutely — there has been
nothing like this, nothing that we
could call truly global,” said
Mitchell Zuckoff, the author of
“Ponzi’s Scheme: The True Story
of a Financial Legend” and a pro-
fessor at Boston University.
These classic schemes typically
prey on local trust, he added. “So
this says what we increasingly
know to be true about the world:
The barriers have come down;

ing for cash, started taking
money out faster than Mr. Madoff
could bring fresh cash in the door.
He was arrested on Dec. 11 at his
Manhattan apartment and
charged with securities fraud,
turned in the night before by his
sons after he told them his entire
business was “a giant Ponzi
scheme.”

The case is still viewed more
with mystery than clarity, and
Mr. Madoff’s version of events
can only be drawn from state-
ments attributed to him by fed-
eral prosecutors and regulators
as he has not commented pub-
licly on the case.

But whatever else Mr.

I couldn’t buy,” Mr. Dominicé
said. “But he told me he might
have a way to get me in. It was
weird.”

Mr. Madoff’s agents next cut a
cash-gathering swath through
the Persian Gulf, then Southeast
Asia. Finally, they were hurtling
with undignified speed toward
China, with invitations to invest
that were more desperate, less
exclusive. One Beijing business-
man who was approached said it
seemed the Madoff funds were
being pitched “to anyone who
would listen.”

The juggernaut began to sput-
ter this fall as investors, rattled
by the financial crisis and reach-

TRAPPINGS OF SCANDAL Bernard L. Madoff’s
Ponzi scheme started small, in New York and
in Jewish circles, ballooning to Europe and
beyond and helping to finance Mr. Madoff’s
lavish lifestyle until his arrest on Dec. 11.

SHANNON STAPLETON/REUTERS

THE HAMPTONS Mr. Madoff’s beachfront home in Montauk, on Long Island.

RUBY WASHINGTON/THE NEW YORK TIMES

THE MONEY MAN Mr. Madoff at his firm’s office.
PATRICK ANDRADE FOR THE NEW YORK TIMES

THE EAST SIDE His 64th Street apartment.
NORA FELLER FOR THE NEW YORK TIMES

THE RIVIERA His villa in France.

Madoff Scheme Kept Rippling Outward, Crossing Borders

Continued on Page A16

Juggernaut Grew Until It Ran Out of Room
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By MICHELINE MAYNARD

DETROIT — With a lifeline
from the White House, General
Motors and Chrysler will survive
for the next few months while
they revamp. 

But will they thrive again?
The plans from the car compa-

nies offer little in terms of fresh
ideas. Instead, they are focused
more on slow-selling models, per-
suading G.M.’s debt holders to
accept stock and getting union
wages more in line with those
paid by foreign brands in the
United States.

Such moves are certainly nec-
essary in the short term, but no
company can keep cutting its
way to prosperity. Even Presi-
dent-elect Barack Obama said
Friday that Detroit automakers
should not “squander the
chance” to change their manage-
ment practices.

To be sure, it takes years and
enormous investments to de-
velop new vehicles, and much of
Detroit’s focus throughout this
decade has been on shedding
workers and closing plants in re-
sponse to its shrinking market
share. 

But the Detroit carmakers also
have to find some new hits, just
as they did in the 1990s with the
S.U.V.’s, minivans and pickups
that helped them — along with a
national policy that encouraged
the cheap gas that fueled the big
and profitable vehicles — earn
billions.

After the spike in gas prices
this year, and continuing volatili-
ty in oil prices, the car compa-
nies’ next great hope will be in
fuel-efficient vehicles that they
can sell in the hundreds of thou-
sands, not just as niche models,
and earn a profit from them. 

Brian Johnson, an analyst with 
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Big 3 Need Fresh Ideas
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Continued on Page A12

By LYDIA POLGREEN

BUNAGANA, Congo — At the
entrance to this bustling border
town is a most unusual sight: a
speed limit sign. In fresh red,
white and blue paint, it is a rare
manifestation of order in a nation
better known for chaos. 

The seemingly innocuous sign-
post is emblematic of the growing
might and wider ambitions of
Laurent Nkunda, the renegade
Congolese general and warlord
who now holds part of Congo’s fu-
ture in his grip.

“I am fighting for the destiny of
this country,” said Mr. Nkunda,
offering up the orderly streets
and neatly terraced farms of the
surrounding countryside as evi-
dence of what Congo might be
like if he ran things. “What we
want is to restore the dignity of
this country and these people.”

But beneath the veneer lies a
ruthlessness of a piece with Con-
go’s unbroken history of brutal-
ity. With a military campaign in
October and November that was
met with a feeble response from
both the Congolese government
and United Nations peacekeep-
ing forces here in eastern Congo,
General Nkunda has pushed the
nation to its most dangerous
precipice in years.

Many here fear a new regional
war or that an alliance of conven-
ience between General Nkunda
and other enemies of the presi-
dent could lead to the ouster of
Congo’s first democratically
elected government in four dec-

BENEDICTE KURZEN/VII MENTOR

Gen. Laurent Nkunda, the leader of a group of rebels, with his pet goat Betty in the mountains of
Congo. His aims include the removal of President Joseph Kabila, whose power has been waning.Continued on Page A10

Congo Warlord, Linked to Brutal Abuses, Seeks a Bigger Stage

By DANNY HAKIM 
and RAYMOND HERNANDEZ

ALBANY — As Caroline Ken-
nedy embarked on a tour of up-
state New York this week, cam-
era crews and reporters in tow,
the state’s attorney general, An-
drew M. Cuomo, was announcing
a $2.7 million settlement with the
operator of an illegal dump in
Lackawanna. 

Ms. Kennedy ended up on the
cable television networks, in na-
tional newspapers and on blogs
everywhere. Mr. Cuomo got a
story in The Buffalo News.

Since he returned to the state
capital two years ago, Mr. Cuo-
mo, son of a former governor, has
thrown himself into his job, tack-
ling issues large and small. And
he has softened the in-your-face
style that earned him enemies
years ago.

So when it became clear that
the Senate seat held by Hillary
Rodham Clinton would become
open, Mr. Cuomo restrained him-
self from overt campaigning and
retreated to the background.
That left the stage to Ms. Ken-
nedy, who has marched out front
and become the candidate every-
one is talking about — and the fa-
vorite for the appointment.

That, friends say, has left Mr.
Cuomo feeling outfoxed and frus-
trated. “It’s driving him crazy,” 

Kennedy Brand
Leaves Cuomo
Feeling Stymied

Continued on Page A25

This article is by David E. Sanger, David M. Herszenhorn and Bill
Vlasic.

WASHINGTON — The emer-
gency bailout of General Motors
and Chrysler announced by Pres-
ident Bush on Friday gives the
companies a few months to get
their businesses in order, but
hands off to President-elect
Barack Obama the difficult politi-
cal task of ruling on their future.

The plan pumps $13.4 billion by
mid-January into the companies
from the fund that Congress au-
thorized to rescue the financial
industry. But the two companies
have until March 31 to produce a
plan for long-term profitability,
including concessions from un-
ions, creditors, suppliers and
dealers.

In February, another $4 billion
will be available for G.M. if the
rest of the $700 billion bailout
package has been released.

Even before the March 31
deadline, it might fall to the Oba-
ma administration to persuade
Congress to release the second
$350 billion of the Treasury De-
partment’s huge financial system
stabilization program — a re-
quest that the Bush administra-
tion is reluctant to make. [Page
B4]

The auto bailout plan sets “tar-
gets” rather than concrete re-
quirements about what those
concessions may be, meaning
that Mr. Obama and his advisers
have enormous latitude to decide
how to define long-term viability. 

While Mr. Obama has broadly
insisted that the automakers rad-
ically increase the fuel efficiency
of their fleets, reduce carbon
emissions and save the maxi-
mum number of jobs possible, he
will have just nine weeks after
taking office to press for a de-
tailed transformation of an in-
dustry whose problems have
been building for three decades. 

In Chicago, Mr. Obama em-
braced the plan but said he had
not had enough time to study the
details. He never addressed the
question of how he would turn a
program designed as a short-
term bridge loan into a long-term
reorganization.

“I do want to emphasize to the
Big Three automakers and their
executives that the American
people’s patience is running out,
and that they should seize on this
opportunity over the next several
weeks and months to come up
with a plan that is sustainable.
And that means that they’re go-
ing to have to make some hard
choices,” he said.

Mr. Obama said it was his in-
tention to preserve jobs “for
years to come” and that he want-
ed to make sure “that it’s not just
workers who are bearing the
brunt of that restructure, that
they’re not the ones who are tak-
ing all the hits.” 

Yet as the economy falters and
joblessness balloons, Mr. Obama
will be under extreme political 

BUSH AIDS DETROIT,
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G.M. and Chrysler Plan Changes
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$1.50

By DIANA B. HENRIQUES

By the end, the world itself was
too small to support the vast Pon-
zi scheme constructed by Ber-
nard L. Madoff.

Initially, he tapped local money
pulled in from country clubs and
charity dinners, where investors
sought him out to casually plead
with him to manage their savings
so they could start reaping the
steady, solid returns their envied
friends were getting. 

Then, he and his promoters set
sights on Europe, again framing
the investments as memberships
in a select club. A Swiss hedge
fund manager, Michel Dominicé,
still remembers the pitch he got a
few years ago from a salesman in
Geneva. “He told me the fund
was closed, that it was something

Madoff’s game was, it was cer-
tainly this: The first worldwide
Ponzi scheme — a fraud that last-
ed longer, reached wider and cut
deeper than any similar scheme
in history, entirely eclipsing the
puny regional ambitions of
Charles Ponzi, the Boston swin-
dler who gave his name to the
scheme nearly a century ago.

“Absolutely — there has been
nothing like this, nothing that we
could call truly global,” said
Mitchell Zuckoff, the author of
“Ponzi’s Scheme: The True Story
of a Financial Legend” and a pro-
fessor at Boston University.
These classic schemes typically
prey on local trust, he added. “So
this says what we increasingly
know to be true about the world:
The barriers have come down;

ing for cash, started taking
money out faster than Mr. Madoff
could bring fresh cash in the door.
He was arrested on Dec. 11 at his
Manhattan apartment and
charged with securities fraud,
turned in the night before by his
sons after he told them his entire
business was “a giant Ponzi
scheme.”

The case is still viewed more
with mystery than clarity, and
Mr. Madoff’s version of events
can only be drawn from state-
ments attributed to him by fed-
eral prosecutors and regulators
as he has not commented pub-
licly on the case.

But whatever else Mr.

I couldn’t buy,” Mr. Dominicé
said. “But he told me he might
have a way to get me in. It was
weird.”

Mr. Madoff’s agents next cut a
cash-gathering swath through
the Persian Gulf, then Southeast
Asia. Finally, they were hurtling
with undignified speed toward
China, with invitations to invest
that were more desperate, less
exclusive. One Beijing business-
man who was approached said it
seemed the Madoff funds were
being pitched “to anyone who
would listen.”

The juggernaut began to sput-
ter this fall as investors, rattled
by the financial crisis and reach-

TRAPPINGS OF SCANDAL Bernard L. Madoff’s
Ponzi scheme started small, in New York and
in Jewish circles, ballooning to Europe and
beyond and helping to finance Mr. Madoff’s
lavish lifestyle until his arrest on Dec. 11.

SHANNON STAPLETON/REUTERS

THE HAMPTONS Mr. Madoff’s beachfront home in Montauk, on Long Island.

RUBY WASHINGTON/THE NEW YORK TIMES

THE MONEY MAN Mr. Madoff at his firm’s office.
PATRICK ANDRADE FOR THE NEW YORK TIMES

THE EAST SIDE His 64th Street apartment.
NORA FELLER FOR THE NEW YORK TIMES

THE RIVIERA His villa in France.

Madoff Scheme Kept Rippling Outward, Crossing Borders
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By MICHELINE MAYNARD

DETROIT — With a lifeline
from the White House, General
Motors and Chrysler will survive
for the next few months while
they revamp. 

But will they thrive again?
The plans from the car compa-

nies offer little in terms of fresh
ideas. Instead, they are focused
more on slow-selling models, per-
suading G.M.’s debt holders to
accept stock and getting union
wages more in line with those
paid by foreign brands in the
United States.

Such moves are certainly nec-
essary in the short term, but no
company can keep cutting its
way to prosperity. Even Presi-
dent-elect Barack Obama said
Friday that Detroit automakers
should not “squander the
chance” to change their manage-
ment practices.

To be sure, it takes years and
enormous investments to de-
velop new vehicles, and much of
Detroit’s focus throughout this
decade has been on shedding
workers and closing plants in re-
sponse to its shrinking market
share. 

But the Detroit carmakers also
have to find some new hits, just
as they did in the 1990s with the
S.U.V.’s, minivans and pickups
that helped them — along with a
national policy that encouraged
the cheap gas that fueled the big
and profitable vehicles — earn
billions.

After the spike in gas prices
this year, and continuing volatili-
ty in oil prices, the car compa-
nies’ next great hope will be in
fuel-efficient vehicles that they
can sell in the hundreds of thou-
sands, not just as niche models,
and earn a profit from them. 

Brian Johnson, an analyst with 
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By LYDIA POLGREEN

BUNAGANA, Congo — At the
entrance to this bustling border
town is a most unusual sight: a
speed limit sign. In fresh red,
white and blue paint, it is a rare
manifestation of order in a nation
better known for chaos. 

The seemingly innocuous sign-
post is emblematic of the growing
might and wider ambitions of
Laurent Nkunda, the renegade
Congolese general and warlord
who now holds part of Congo’s fu-
ture in his grip.

“I am fighting for the destiny of
this country,” said Mr. Nkunda,
offering up the orderly streets
and neatly terraced farms of the
surrounding countryside as evi-
dence of what Congo might be
like if he ran things. “What we
want is to restore the dignity of
this country and these people.”

But beneath the veneer lies a
ruthlessness of a piece with Con-
go’s unbroken history of brutal-
ity. With a military campaign in
October and November that was
met with a feeble response from
both the Congolese government
and United Nations peacekeep-
ing forces here in eastern Congo,
General Nkunda has pushed the
nation to its most dangerous
precipice in years.

Many here fear a new regional
war or that an alliance of conven-
ience between General Nkunda
and other enemies of the presi-
dent could lead to the ouster of
Congo’s first democratically
elected government in four dec-

BENEDICTE KURZEN/VII MENTOR

Gen. Laurent Nkunda, the leader of a group of rebels, with his pet goat Betty in the mountains of
Congo. His aims include the removal of President Joseph Kabila, whose power has been waning.Continued on Page A10

Congo Warlord, Linked to Brutal Abuses, Seeks a Bigger Stage

By DANNY HAKIM 
and RAYMOND HERNANDEZ

ALBANY — As Caroline Ken-
nedy embarked on a tour of up-
state New York this week, cam-
era crews and reporters in tow,
the state’s attorney general, An-
drew M. Cuomo, was announcing
a $2.7 million settlement with the
operator of an illegal dump in
Lackawanna. 

Ms. Kennedy ended up on the
cable television networks, in na-
tional newspapers and on blogs
everywhere. Mr. Cuomo got a
story in The Buffalo News.

Since he returned to the state
capital two years ago, Mr. Cuo-
mo, son of a former governor, has
thrown himself into his job, tack-
ling issues large and small. And
he has softened the in-your-face
style that earned him enemies
years ago.

So when it became clear that
the Senate seat held by Hillary
Rodham Clinton would become
open, Mr. Cuomo restrained him-
self from overt campaigning and
retreated to the background.
That left the stage to Ms. Ken-
nedy, who has marched out front
and become the candidate every-
one is talking about — and the fa-
vorite for the appointment.

That, friends say, has left Mr.
Cuomo feeling outfoxed and frus-
trated. “It’s driving him crazy,” 

Kennedy Brand
Leaves Cuomo
Feeling Stymied

Continued on Page A25

This article is by David E. Sanger, David M. Herszenhorn and Bill
Vlasic.

WASHINGTON — The emer-
gency bailout of General Motors
and Chrysler announced by Pres-
ident Bush on Friday gives the
companies a few months to get
their businesses in order, but
hands off to President-elect
Barack Obama the difficult politi-
cal task of ruling on their future.

The plan pumps $13.4 billion by
mid-January into the companies
from the fund that Congress au-
thorized to rescue the financial
industry. But the two companies
have until March 31 to produce a
plan for long-term profitability,
including concessions from un-
ions, creditors, suppliers and
dealers.

In February, another $4 billion
will be available for G.M. if the
rest of the $700 billion bailout
package has been released.

Even before the March 31
deadline, it might fall to the Oba-
ma administration to persuade
Congress to release the second
$350 billion of the Treasury De-
partment’s huge financial system
stabilization program — a re-
quest that the Bush administra-
tion is reluctant to make. [Page
B4]

The auto bailout plan sets “tar-
gets” rather than concrete re-
quirements about what those
concessions may be, meaning
that Mr. Obama and his advisers
have enormous latitude to decide
how to define long-term viability. 

While Mr. Obama has broadly
insisted that the automakers rad-
ically increase the fuel efficiency
of their fleets, reduce carbon
emissions and save the maxi-
mum number of jobs possible, he
will have just nine weeks after
taking office to press for a de-
tailed transformation of an in-
dustry whose problems have
been building for three decades. 

In Chicago, Mr. Obama em-
braced the plan but said he had
not had enough time to study the
details. He never addressed the
question of how he would turn a
program designed as a short-
term bridge loan into a long-term
reorganization.

“I do want to emphasize to the
Big Three automakers and their
executives that the American
people’s patience is running out,
and that they should seize on this
opportunity over the next several
weeks and months to come up
with a plan that is sustainable.
And that means that they’re go-
ing to have to make some hard
choices,” he said.

Mr. Obama said it was his in-
tention to preserve jobs “for
years to come” and that he want-
ed to make sure “that it’s not just
workers who are bearing the
brunt of that restructure, that
they’re not the ones who are tak-
ing all the hits.” 

Yet as the economy falters and
joblessness balloons, Mr. Obama
will be under extreme political 

BUSH AIDS DETROIT,
BUT HARD CHOICES

WAIT FOR OBAMA
$17.4 Billion in Emergency Loans While

G.M. and Chrysler Plan Changes
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$1.50

By DIANA B. HENRIQUES

By the end, the world itself was
too small to support the vast Pon-
zi scheme constructed by Ber-
nard L. Madoff.

Initially, he tapped local money
pulled in from country clubs and
charity dinners, where investors
sought him out to casually plead
with him to manage their savings
so they could start reaping the
steady, solid returns their envied
friends were getting. 

Then, he and his promoters set
sights on Europe, again framing
the investments as memberships
in a select club. A Swiss hedge
fund manager, Michel Dominicé,
still remembers the pitch he got a
few years ago from a salesman in
Geneva. “He told me the fund
was closed, that it was something

Madoff’s game was, it was cer-
tainly this: The first worldwide
Ponzi scheme — a fraud that last-
ed longer, reached wider and cut
deeper than any similar scheme
in history, entirely eclipsing the
puny regional ambitions of
Charles Ponzi, the Boston swin-
dler who gave his name to the
scheme nearly a century ago.

“Absolutely — there has been
nothing like this, nothing that we
could call truly global,” said
Mitchell Zuckoff, the author of
“Ponzi’s Scheme: The True Story
of a Financial Legend” and a pro-
fessor at Boston University.
These classic schemes typically
prey on local trust, he added. “So
this says what we increasingly
know to be true about the world:
The barriers have come down;

ing for cash, started taking
money out faster than Mr. Madoff
could bring fresh cash in the door.
He was arrested on Dec. 11 at his
Manhattan apartment and
charged with securities fraud,
turned in the night before by his
sons after he told them his entire
business was “a giant Ponzi
scheme.”

The case is still viewed more
with mystery than clarity, and
Mr. Madoff’s version of events
can only be drawn from state-
ments attributed to him by fed-
eral prosecutors and regulators
as he has not commented pub-
licly on the case.

But whatever else Mr.

I couldn’t buy,” Mr. Dominicé
said. “But he told me he might
have a way to get me in. It was
weird.”

Mr. Madoff’s agents next cut a
cash-gathering swath through
the Persian Gulf, then Southeast
Asia. Finally, they were hurtling
with undignified speed toward
China, with invitations to invest
that were more desperate, less
exclusive. One Beijing business-
man who was approached said it
seemed the Madoff funds were
being pitched “to anyone who
would listen.”

The juggernaut began to sput-
ter this fall as investors, rattled
by the financial crisis and reach-

TRAPPINGS OF SCANDAL Bernard L. Madoff’s
Ponzi scheme started small, in New York and
in Jewish circles, ballooning to Europe and
beyond and helping to finance Mr. Madoff’s
lavish lifestyle until his arrest on Dec. 11.

SHANNON STAPLETON/REUTERS

THE HAMPTONS Mr. Madoff’s beachfront home in Montauk, on Long Island.

RUBY WASHINGTON/THE NEW YORK TIMES

THE MONEY MAN Mr. Madoff at his firm’s office.
PATRICK ANDRADE FOR THE NEW YORK TIMES

THE EAST SIDE His 64th Street apartment.
NORA FELLER FOR THE NEW YORK TIMES

THE RIVIERA His villa in France.

Madoff Scheme Kept Rippling Outward, Crossing Borders
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Juggernaut Grew Until It Ran Out of Room
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By MICHELINE MAYNARD

DETROIT — With a lifeline
from the White House, General
Motors and Chrysler will survive
for the next few months while
they revamp. 

But will they thrive again?
The plans from the car compa-

nies offer little in terms of fresh
ideas. Instead, they are focused
more on slow-selling models, per-
suading G.M.’s debt holders to
accept stock and getting union
wages more in line with those
paid by foreign brands in the
United States.

Such moves are certainly nec-
essary in the short term, but no
company can keep cutting its
way to prosperity. Even Presi-
dent-elect Barack Obama said
Friday that Detroit automakers
should not “squander the
chance” to change their manage-
ment practices.

To be sure, it takes years and
enormous investments to de-
velop new vehicles, and much of
Detroit’s focus throughout this
decade has been on shedding
workers and closing plants in re-
sponse to its shrinking market
share. 

But the Detroit carmakers also
have to find some new hits, just
as they did in the 1990s with the
S.U.V.’s, minivans and pickups
that helped them — along with a
national policy that encouraged
the cheap gas that fueled the big
and profitable vehicles — earn
billions.

After the spike in gas prices
this year, and continuing volatili-
ty in oil prices, the car compa-
nies’ next great hope will be in
fuel-efficient vehicles that they
can sell in the hundreds of thou-
sands, not just as niche models,
and earn a profit from them. 

Brian Johnson, an analyst with 
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By LYDIA POLGREEN

BUNAGANA, Congo — At the
entrance to this bustling border
town is a most unusual sight: a
speed limit sign. In fresh red,
white and blue paint, it is a rare
manifestation of order in a nation
better known for chaos. 

The seemingly innocuous sign-
post is emblematic of the growing
might and wider ambitions of
Laurent Nkunda, the renegade
Congolese general and warlord
who now holds part of Congo’s fu-
ture in his grip.

“I am fighting for the destiny of
this country,” said Mr. Nkunda,
offering up the orderly streets
and neatly terraced farms of the
surrounding countryside as evi-
dence of what Congo might be
like if he ran things. “What we
want is to restore the dignity of
this country and these people.”

But beneath the veneer lies a
ruthlessness of a piece with Con-
go’s unbroken history of brutal-
ity. With a military campaign in
October and November that was
met with a feeble response from
both the Congolese government
and United Nations peacekeep-
ing forces here in eastern Congo,
General Nkunda has pushed the
nation to its most dangerous
precipice in years.

Many here fear a new regional
war or that an alliance of conven-
ience between General Nkunda
and other enemies of the presi-
dent could lead to the ouster of
Congo’s first democratically
elected government in four dec-

BENEDICTE KURZEN/VII MENTOR

Gen. Laurent Nkunda, the leader of a group of rebels, with his pet goat Betty in the mountains of
Congo. His aims include the removal of President Joseph Kabila, whose power has been waning.Continued on Page A10

Congo Warlord, Linked to Brutal Abuses, Seeks a Bigger Stage

By DANNY HAKIM 
and RAYMOND HERNANDEZ

ALBANY — As Caroline Ken-
nedy embarked on a tour of up-
state New York this week, cam-
era crews and reporters in tow,
the state’s attorney general, An-
drew M. Cuomo, was announcing
a $2.7 million settlement with the
operator of an illegal dump in
Lackawanna. 

Ms. Kennedy ended up on the
cable television networks, in na-
tional newspapers and on blogs
everywhere. Mr. Cuomo got a
story in The Buffalo News.

Since he returned to the state
capital two years ago, Mr. Cuo-
mo, son of a former governor, has
thrown himself into his job, tack-
ling issues large and small. And
he has softened the in-your-face
style that earned him enemies
years ago.

So when it became clear that
the Senate seat held by Hillary
Rodham Clinton would become
open, Mr. Cuomo restrained him-
self from overt campaigning and
retreated to the background.
That left the stage to Ms. Ken-
nedy, who has marched out front
and become the candidate every-
one is talking about — and the fa-
vorite for the appointment.

That, friends say, has left Mr.
Cuomo feeling outfoxed and frus-
trated. “It’s driving him crazy,” 

Kennedy Brand
Leaves Cuomo
Feeling Stymied

Continued on Page A25

This article is by David E. Sanger, David M. Herszenhorn and Bill
Vlasic.

WASHINGTON — The emer-
gency bailout of General Motors
and Chrysler announced by Pres-
ident Bush on Friday gives the
companies a few months to get
their businesses in order, but
hands off to President-elect
Barack Obama the difficult politi-
cal task of ruling on their future.

The plan pumps $13.4 billion by
mid-January into the companies
from the fund that Congress au-
thorized to rescue the financial
industry. But the two companies
have until March 31 to produce a
plan for long-term profitability,
including concessions from un-
ions, creditors, suppliers and
dealers.

In February, another $4 billion
will be available for G.M. if the
rest of the $700 billion bailout
package has been released.

Even before the March 31
deadline, it might fall to the Oba-
ma administration to persuade
Congress to release the second
$350 billion of the Treasury De-
partment’s huge financial system
stabilization program — a re-
quest that the Bush administra-
tion is reluctant to make. [Page
B4]

The auto bailout plan sets “tar-
gets” rather than concrete re-
quirements about what those
concessions may be, meaning
that Mr. Obama and his advisers
have enormous latitude to decide
how to define long-term viability. 

While Mr. Obama has broadly
insisted that the automakers rad-
ically increase the fuel efficiency
of their fleets, reduce carbon
emissions and save the maxi-
mum number of jobs possible, he
will have just nine weeks after
taking office to press for a de-
tailed transformation of an in-
dustry whose problems have
been building for three decades. 

In Chicago, Mr. Obama em-
braced the plan but said he had
not had enough time to study the
details. He never addressed the
question of how he would turn a
program designed as a short-
term bridge loan into a long-term
reorganization.

“I do want to emphasize to the
Big Three automakers and their
executives that the American
people’s patience is running out,
and that they should seize on this
opportunity over the next several
weeks and months to come up
with a plan that is sustainable.
And that means that they’re go-
ing to have to make some hard
choices,” he said.

Mr. Obama said it was his in-
tention to preserve jobs “for
years to come” and that he want-
ed to make sure “that it’s not just
workers who are bearing the
brunt of that restructure, that
they’re not the ones who are tak-
ing all the hits.” 

Yet as the economy falters and
joblessness balloons, Mr. Obama
will be under extreme political 

BUSH AIDS DETROIT,
BUT HARD CHOICES

WAIT FOR OBAMA
$17.4 Billion in Emergency Loans While

G.M. and Chrysler Plan Changes
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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party funds 
funneled 
money from 
individuals and 
groups to Mr. 
Madoff.

While some 
invested 
through funds, 
others invested 
directly.

Maxam Capital
Management
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Tremont Group
$3.3 billion
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Fairfield, 
Conn. 
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pension fund 
money in 1997 
and 1999.
$42 million 

Sandra Manzke 
founded Tremont in 
1985 and now runs 
Maxam. Tremont 
reportedly invested 
with Mr. Madoff in 1997, 
and was seeking new 
investments recently.

Korea Life 
Insurance
$50 million
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Investment 
Authority
World’s largest 
sovereign 
wealth fund 

Elie Wiesel 
Foundation 
for Humanity
$15.2 million
Invested since 
at least 1998; 
nearly all of its 
assets were in
Madoff funds.

Source: news reports

Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.
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Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 

These third- 
party funds 
funneled 
money from 
individuals and 
groups to Mr. 
Madoff.

While some 
invested 
through funds, 
others invested 
directly.
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Tremont Group
$3.3 billion

The town of
Fairfield, 
Conn. 
Invested 
pension fund 
money in 1997 
and 1999.
$42 million 

Sandra Manzke 
founded Tremont in 
1985 and now runs 
Maxam. Tremont 
reportedly invested 
with Mr. Madoff in 1997, 
and was seeking new 
investments recently.

Korea Life 
Insurance
$50 million

Abu Dhabi 
Investment 
Authority
World’s largest 
sovereign 
wealth fund 

Elie Wiesel 
Foundation 
for Humanity
$15.2 million
Invested since 
at least 1998; 
nearly all of its 
assets were in
Madoff funds.

Source: news reports

Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.
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Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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Sandra Manzke 
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Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 

These third- 
party funds 
funneled 
money from 
individuals and 
groups to Mr. 
Madoff.

While some 
invested 
through funds, 
others invested 
directly.
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$3.3 billion

The town of
Fairfield, 
Conn. 
Invested 
pension fund 
money in 1997 
and 1999.
$42 million 

Sandra Manzke 
founded Tremont in 
1985 and now runs 
Maxam. Tremont 
reportedly invested 
with Mr. Madoff in 1997, 
and was seeking new 
investments recently.
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Abu Dhabi 
Investment 
Authority
World’s largest 
sovereign 
wealth fund 

Elie Wiesel 
Foundation 
for Humanity
$15.2 million
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Source: news reports

Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.
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Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 

These third- 
party funds 
funneled 
money from 
individuals and 
groups to Mr. 
Madoff.

While some 
invested 
through funds, 
others invested 
directly.

Maxam Capital
Management
$280 million

CONDUITS

INVESTORS

Tremont Group
$3.3 billion

The town of
Fairfield, 
Conn. 
Invested 
pension fund 
money in 1997 
and 1999.
$42 million 

Sandra Manzke 
founded Tremont in 
1985 and now runs 
Maxam. Tremont 
reportedly invested 
with Mr. Madoff in 1997, 
and was seeking new 
investments recently.

Korea Life 
Insurance
$50 million

Abu Dhabi 
Investment 
Authority
World’s largest 
sovereign 
wealth fund 

Elie Wiesel 
Foundation 
for Humanity
$15.2 million
Invested since 
at least 1998; 
nearly all of its 
assets were in
Madoff funds.

Source: news reports

Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 

These third- 
party funds 
funneled 
money from 
individuals and 
groups to Mr. 
Madoff.

While some 
invested 
through funds, 
others invested 
directly.

Maxam Capital
Management
$280 million

CONDUITS

INVESTORS

Tremont Group
$3.3 billion

The town of
Fairfield, 
Conn. 
Invested 
pension fund 
money in 1997 
and 1999.
$42 million 

Sandra Manzke 
founded Tremont in 
1985 and now runs 
Maxam. Tremont 
reportedly invested 
with Mr. Madoff in 1997, 
and was seeking new 
investments recently.

Korea Life 
Insurance
$50 million

Abu Dhabi 
Investment 
Authority
World’s largest 
sovereign 
wealth fund 

Elie Wiesel 
Foundation 
for Humanity
$15.2 million
Invested since 
at least 1998; 
nearly all of its 
assets were in
Madoff funds.

Source: news reports

Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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This article was reported by Diane B.
Henriques, Alex Berenson, Alison Leigh
Cowan, Alan Feuer, Zachery Kouwe, Eric
Konigsberg, Nelson D. Schwartz, Mi-
chael J. de la Merced, Stephanie Strom,
Julia Werdigier and Dirk Johnson.
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 
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Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business
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money knows no borders, no limits.” 
While many of the known victims of

Bernard L. Madoff Investment Securi-
ties are prominent Jewish executives
and organizations — Jeffrey Katzen-
berg, the Spitzers, Yeshiva University,
the Elie Wiesel Foundation and char-
ities set up by the publisher Mortimer
B. Zuckerman and the Hollywood di-
rector Steven Spielberg — it now ap-
pears that anyone with money was a po-
tential target. Indeed, at one point, the
Abu Dhabi Investment Authority, a
large sovereign wealth fund in the Mid-
dle East, had entrusted some $400 mil-
lion to Mr. Madoff’s firm.

Regulators say Mr. Madoff himself
estimated that $50 billion in personal
and institutional wealth from around
the world was gone. It vanished from
the estates of the North Shore of Long
Island, from the beachfront suites of
Palm Beach, from the exclusive en-
claves of Europe. Before it evaporated,
it helped finance Mr. Madoff’s coddled
lifestyle, with a Manhattan apartment, a
beachfront mansion in the Hamptons, a
small villa overlooking Cap d’Antibes on
the French Riviera, a Mayfair office in
London and yachts in New York, Flor-
ida and the Mediterranean.

Just as the scheme transcended na-
tional borders, it left local regulators far
behind. Its lies were translated into a
half-dozen languages. Its larceny was
denominated in a half-dozen currencies.
Its warning signals were missed by en-
forcement agencies around the globe.
And its victims are now scattered from
Hollywood to Zurich to Abu Dhabi.

Indeed, while the most visible pain
may be local — an important charity
forced to close, an esteemed university
embarrassed, a fabric of community
trust shredded — the clearest lesson is
universal: When money goes global,
fraud does too.

Bernie Who?
In 1960, as Wall Street was just shak-

ing off its postwar lethargy and starting
to buzz again, Bernie Madoff (pro-
nounced MAY-doff) set up his small
trading firm. His plan was to make a
business out of trading lesser-known
over-the-counter stocks on the fringes
of the traditional stock market. He was
just 22, a graduate of Hofstra University
on Long Island.

By 1989, Mr. Madoff ‘s firm was han-
dling more than 5 percent of the trading
volume on the august New York Stock
Exchange, and Financial World maga-
zine ranked him among the highest-paid
people on Wall Street — along with two
far more famous financiers, the junk
bond king Michael Milken and George
Soros, the international investor.

And in 1990, he became the nonexecu-
tive chairman of the Nasdaq market,
which at the time was operated as a
committee of the National Association
of Securities Dealers.

His rise on Wall Street was built on
his belief in a visionary notion that
seemed bizarre to many at the time:
That stocks could be traded by people
who never saw each other but were con-
nected only by electronics.

In the mid-1970s, he had spent over
$250,000 to upgrade the computer
equipment at the Cincinnati Stock Ex-
change, where he began offering to buy
and sell stocks that were listed on the
Big Board. The exchange, in effect, was
transformed into the first all-electronic
computerized stock exchange.

“He was one of the early innovators,”
said Michael Ocrant, a journalist who
has been a longtime skeptic about Mr.
Madoff’s investing success. “He was
known to promote the idea that trading
would be going electronic — and that
turned out to be true.”

He also invested in new electronic
trading technology for his firm, making
it cheaper for brokerage firms to fill
their stock orders. He eventually gained
a large amount of business from big
firms like A. G. Edwards & Sons,
Charles Schwab & Company, Quick &
Reilly and Fidelity Brokerage Services.
“He was really a low-key guy. No one
knew him outside of the sphere of mar-
ket makers and people in the trading
and brokerage business,” said Richard
B. Niehoff, who was president of the
Cincinnati exchange in the mid-1980s.

Mr. Madoff’s push to modernize trad-
ing did not make him popular with the
traditional traders on the floor of the
New York Exchange, as more of its or-
ders were sent to his firm — partly be-
cause he was faster and cheaper, but
also because he paid for those orders.

Mr. Madoff pioneered a controversial
practice called “payment for order
flow.” He would pay big players like Fi-
delity and Schwab to send their custom-
er orders to his firm instead of to the
New York Exchange or other regional
exchanges.

The floor traders at those traditional
exchanges claimed he was, in essence,
paying bribes and that brokers steering
business to him were not really getting
the best prices for their customers.

Those complaints led to Congression-
al hearings, but Mr. Madoff made no
apologies. He insisted the order-flow
payments were necessary to inject
greater competition into the market-

place and reduce the near monopoly of
the Big Board.

As the debate received more atten-
tion, Mr. Madoff became increasingly
better known in the financial world. By
the end of the technology bubble in
2000, his firm was the largest market
maker on the Nasdaq electronic market,
and he was a member of the Securities
Industry Association, now known as the
Securities Industry and Financial Mar-
kets Association, Wall Street’s principal
lobbying arm.

Still, one Wall Street heavyweight
who knew him in those days said he re-
mained “a self-effacing kind of guy,”
more likely to spend time on the Riviera
than at parties with other traders.

Local Hero
Unlike some prominent Wall Street

figures who built their fortunes during
the heady 1980s and ’90s, Mr. Madoff
never became a household name among
American investors. But in the clubby
world of Jewish philanthropy in the
New York area, his increasing wealth
and growing reputation among market
insiders added polish to his personal
prestige.

He became a generous donor, then a
courted board member and, finally, the
money manager of choice for many
prominent regional charities.

A spokeswoman for the New York
Community Trust, Ani Hurwitz, recalled
a Long Island couple who asked the
trust in 1994 to invest their proposed $20
million fund with Mr. Madoff. “We have
an investment committee that oversees
all investments, and they couldn’t get
anything out of him, no information,
nothing,” Ms. Hurwitz said. “So we told
the donors we wouldn’t do it.”

But many charities did entrust their
money to Mr. Madoff, to their eventual
grief. The North Shore-Long Island
Jewish Health System, for instance, re-
ported that it had lost $5.7 million on an
investment with Mr. Madoff that was
made at the donor’s behest. (That donor
has pledged to cover the loss for the
hospital system, its spokesman said.)

Other groups saw the handsome re-
turns on those initial investments and
put more of their money into Mr.
Madoff’s firm, their leaders said. “Look,
for years we made money,” one said.

Most successful business executives
intertwine their personal and profes-
sional lives. But those two strands of
Mr. Madoff’s life were practically insep-
arable. He sometimes used his 55-foot
fishing boat, Bull, as a floating enter-
tainment center for clients. He used his
support of organizations like the Public
Theater in Manhattan and the Special
Olympics to build a network of trust
that began to stretch wider and deeper
into the Jewish community.

Through friends, the Madoff network
reached well beyond New York. At Oak
Ridge Country Club, in suburban Hop-
kins, Minn., known for a prosperous
Jewish membership, many who be-
longed were introduced to the Madoff
firm by one of his friends, Mike Engler. 

The quiet message became familiar in
similar pockets of Jewish wealth and
trust: “I know Bernie. I can get you in.”
Mr. Engler died in 1994, but many Oak
Ridge members remained clients of Mr.
Madoff. One elderly member, who said
he was too embarrassed to be named,
said he had lost tens of millions of dol-
lars, and had friends who had been
“completely wiped out.”

Dozens of now-outraged Madoff in-
vestors recall that special lure — the
sense that they were being allowed into
an inner circle, one that was not avail-
able to just anyone. A lawyer would call
a client, saying: “I’m setting up a fund
for Bernie Madoff. Do you want in?” Or
an accountant at a golf club might tell
his partner for the day: “I can make an
introduction. Let me know.” Deals were
struck in steakhouses and at charity
events, sometimes by Mr. Madoff him-
self, but with increasing frequency by
friends acting on his behalf.

“In a social setting — that’s where it
always happened,” said Jerry Reisman,
a lawyer from Garden City, N.Y., who
knew Mr. Madoff socially. “Country
clubs, golf courses, locker rooms. Rec-
ommendations, word of mouth. That’s
how it was done.”

At exclusive retreats like the Palm
steakhouse in East Hampton, Mr.
Madoff would work the tables or receive
friends at his own, building a following
that came to include lawyers, doctors,
real estate developers and accountants.
Tomas Romano, a manager at the Palm,
recalled that “people always came to

talk with him” at the restaurant. “He
was very well known.”

At his golf clubs — the Atlantic in
Bridgehampton and the Palm Beach
Country Club in Florida, for example —
he frequently shot in the 80s, but often
seemed far more interested in his fellow
members, many of whom became in-
vestors, than in the game itself.

With his wife, Ruth, a nutritionist and
cookbook editor, they were considered
affable and charming people. “They
stood out,” Mr. Reisman said. “Success,
philanthropy, esteem — and, if you were
lucky enough to be with him as an in-
vestor, money.”

He added: “That was the most im-
portant thing; he was looked on as
someone who could make you money.
Really make you money.”

The Go-Betweens
By the mid-1990s, as Mr. Madoff’s

wealth and social standing grew, he had
moved far beyond the days when golf-
club buddies were setting up side deals
to invest with him through their lawyers
and accountants. Some of the most
prominent Jewish figures in high fi-
nance and industry began to court Ber-
nie Madoff — and, through them, he
reached a new orbit of wealth.

He could not have had a more ef-
fective recruiter than Jacob Ezra Mer-
kin, a lion of Wall Street who would be
president of the Fifth Avenue Syna-
gogue. Mr. Merkin’s father, Hermann,
was the founding president of the syna-
gogue and Herman Wouk, the author,
wrote its constitution.

As a direct descendant of the founder
of modern Orthodox Judaism and a
graduate of Columbia’s English depart-
ment and Harvard’s law school, Mr.
Merkin easily held his own in a congre-
gation that included such luminaries as
the author Elie Wiesel, the deal maker
Ronald O. Perelman and Ira Rennert, a
wealthy financier perhaps best known
for building one of the biggest houses
and compounds in the Hamptons.

Mr. Merkin was fluent in Jewish and
secular studies, as comfortable quoting
Psalms as William James. In 1985, after
a few years of practicing law at a top-
tier firm, now known as Milbank,
Tweed, Hadley & McCloy, he started the
investment firm that would become Ga-
briel Capital Group. He contributed to a
popular textbook on investing, lived in
an art-filled Park Avenue apartment
and continued his family’s legacy of
generosity.

Philanthropies embraced him. He
headed the investment committee for
the UJA-Federation of New York for 10
years and was on the boards of Yeshiva

University, Carnegie Hall and other
nonprofit organizations. He became the
chairman of GMAC.

Installed in these lofty positions of
trust, Ezra Merkin seemed to be a Wall
Street wise man who could be trusted
completely to manage other people’s
money. One vehicle through which he
did that was a fund called Ascot Part-
ners.

It was one of an unknown number of
deals that prominent financial figures
set up in recent years and marketed to
investors, who thought they were tap-
ping into the acumen of some Wall
Street titan, like Mr. Merkin.

As it turned out, their money wound
up in the same place — in Bernie
Madoff’s hands.

These conduits began to steer billions
of dollars into the Madoff operation.
They operated below the financial radar
until Mr. Madoff’s scheme collapsed,
when investors suddenly got letters
from the sponsoring titan disclosing
that all or most of their money was
probably gone.

Ascot itself attracted $1.8 billion in in-
vestments, almost all of which was en-
trusted to Mr. Madoff. New York Law
School put $3 million into Ascot two
years ago, and has now initiated a law-
suit in federal court that accuses Mr.
Merkin of abdicating his duties to the
partnership.

Mortimer Zuckerman, the billionaire
owner of The Daily News, rebuked As-
cot in a televised interview, saying he
had been misled about what Mr. Merkin
had done with some $30 million from
Mr. Zuckerman’s charitable foundation.

Behind a wall of lawyers, Mr. Merkin
did not take calls this week. In the
“Dear Limited Partner” letter he sent
on Dec. 11, he noted that he, too, was one
of Mr. Madoff’s victims and suffered big
losses alongside his investors. He has
taken steps to wind down his Ascot, Ga-
briel and Ariel funds.

Still, some of his clients are stunned,
and angry, to learn what Mr. Merkin did
with their millions, while collecting an
annual management fee of 1.5 percent of
the assets for his services.

But before the losses and the out-
raged cries of betrayal, this was a heady
way to steer money into an operation
that has now been branded, by its own
architect, as a Ponzi scheme. And noth-
ing illustrates what a quantum leap it
was for Mr. Madoff than the connec-
tions that led Tufts University to entrust
him with $20 million in 2005.

Tufts did not actually send a check to
Bernard L. Madoff Investment Securi-
ties. Rather, it invested in Ascot Part-
ners, Mr. Merkin’s partnership. Mr.
Merkin had been a major investor in a
company whose board included James
A. Stern, the chairman of the Tufts in-
vestment committee and a principal in a
major private investment firm in New
York called the Cypress Group.

Behind these veils of paperwork and
partnerships, Mr. Madoff’s reach now
extended into the top tiers of Jewish fi-
nance and philanthropy, where he
rubbed shoulders with corporate direc-
tors and prominent hedge fund manag-
ers. But there were wider worlds to con-
quer.

The Circle Grows
Walter M. Noel was the courtly public

face of the Fairfield Greenwich Group,
the investment firm he started in 1983. A
native of Tennessee, Mr. Noel had spent
time at larger firms, notably at Chem-
ical Bank, where he headed its interna-
tional private banking practice, before
setting out on his own.

From the beginning, the Noel family
was built on access to prestigious social
circles. Mr. Noel’s wife, Monica, was
part of the prominent Haegler family of
Rio de Janeiro and Zurich, and their
daughters would marry into interna-
tional families that provided additional
connections for the firm.

In 1989, Mr. Noel merged his business
with a small brokerage firm whose gen-
eral partner was Jeffrey Tucker, a long-
time New Yorker who had a law degree
from Brooklyn Law School and a résu-
mé that included eight years with the
enforcement division of the Securities
and Exchange Commission.

Again and again, this pedigreed expe-
rience was emphasized by Fairfield as it
built itself into a fund of funds, investing
in other hedge funds. It boasted to its
prospects that its investigation of in-
vestment options was “deeper and
broader” than those of most firms be-
cause of Mr. Tucker’s experience in the
regulatory ranks.

Though he is not nearly as prominent
as the Noels, who move in the forefront
of Connecticut society, Mr. Tucker bene-
fited just as much from Fairfield’s suc-
cess. Indeed, last year he led a coalition
of thoroughbred racing interests that
sought to bid for New York State’s
horse-racing franchise.

But it was Mr. Tucker who introduced
Fairfield to Mr. Madoff. In the early
1990s, Fairfield began placing money
with him, according to George L. Ball,
the former president of E. F. Hutton and
Prudential-Bache chief executive who
knows Mr. Noel socially. 

That began a long partnership that
helped the Fairfield firm earn enviably
steady returns, even in down markets
— and that lifted Mr. Madoff into a glo-
bal orbit, one that soon extended his
reach into some of the most fabled
banking centers of Europe. 

If the wealthy Jewish world he occu-
pied was his launch pad, the wealthy
promoters he cultivated at Fairfield
Greenwich were his booster rocket.

The Fairfield Sentry fund was one of
several so-called feeder funds that be-
came portals through which money
from wealthy foreign investors would
could capitalize on Mr. Madoff’s invest-
ment prowess — collecting those exclu-
sive, steady returns that had made him
the toast of Palm Beach and the North
Shore so many years ago.

The Sentry fund quickly became Fair-
field’s signature product, and it boasted
of stellar returns. In marketing materi-
als, Fairfield trumpeted Sentry’s 11 per-
cent annual return over the last 15
years, with only 13 losing months. It was
a track record that grew increasingly
attractive as markets grew more vola-
tile in recent years.

Though Fairfield Greenwich has its
headquarters in New York City and its
founder, Mr. Noel, operated from his
hometown, Greenwich, Conn., a recent
report showed that foreign investors
provided 95 percent of its managed as-
sets — with 68 percent in Europe, 6 per-
cent in Asia, and 4 percent in the Middle
East. 

Friends and associates say that Mr.
Noel’s sons-in-law spent much of their
time marketing the firm’s funds in ei-
ther their home countries or regions
where they had their own family con-
nections. 

One of his most visible representa-
tives was Andrés Piedrahita, a Colombi-
an who had married Mr. Noel’s eldest
daughter, Corina, and was eventually
named a Fairfield founding partner.
Based in Madrid and London, Mr. Pie-
drahita became one of the firm’s most
visible representatives in the world of 

These third- 
party funds 
funneled 
money from 
individuals and 
groups to Mr. 
Madoff.

While some 
invested 
through funds, 
others invested 
directly.

Maxam Capital
Management
$280 million

CONDUITS

INVESTORS

Tremont Group
$3.3 billion

The town of
Fairfield, 
Conn. 
Invested 
pension fund 
money in 1997 
and 1999.
$42 million 

Sandra Manzke 
founded Tremont in 
1985 and now runs 
Maxam. Tremont 
reportedly invested 
with Mr. Madoff in 1997, 
and was seeking new 
investments recently.

Korea Life 
Insurance
$50 million

Abu Dhabi 
Investment 
Authority
World’s largest 
sovereign 
wealth fund 

Elie Wiesel 
Foundation 
for Humanity
$15.2 million
Invested since 
at least 1998; 
nearly all of its 
assets were in
Madoff funds.

Source: news reports

Walter M. Noel 
(right), a founding 
partner of F.G.C., 
met Mr. Madoff in 
the early 1980s. 

Jeffrey Tucker, a 
co-founder of F.G.C. 
and former S.E.C. 
lawyer, has said the 
firm worked with Mr. 
Madoff for 20 years.

Fairfield Greenwich Group
Exposure:  $7.5 billion

Noel family
Four of Mr. Noel’s sons-in-law are 
partners in his firm, and they appear to 
have helped spread Madoff funds around 
the world. Andrés Piedrahita was based 
in Madrid and London. Yanko Della 
Schiava had connections in Italy and 
France. Phillip J. Toub (below) had 
connections to Switzerland and oversaw 
funds in Brazil and the Middle East.

For an expanded list of those exposed to losses in Mr. Madoff’s investment funds: nytimes.com/business

Where Madoff Found Investors for a Wide-Ranging Scheme
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Fairfield 
Sentry, a fund 
invested 
exclusively 
with the 
Madoff firm, 
delivered 
consistent 
annual returns, 
no matter how 
the market 
performed. 

Fairfield
Sentry

This article was reported by Diane B.
Henriques, Alex Berenson, Alison Leigh
Cowan, Alan Feuer, Zachery Kouwe, Eric
Konigsberg, Nelson D. Schwartz, Mi-
chael J. de la Merced, Stephanie Strom,
Julia Werdigier and Dirk Johnson.

Madoff Scheme
Rippled Outward,

Across Borders 
From Page A1
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”

Banco
Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
decades

Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
Merkin served 
on the board 
of several of 
the charities 
hurt by Mr. 
Madoff.

Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation

PHOTOGRAPHS BY BLOOMBERG NEWS (LIPSTICK BUILDING), AGENCE FRANCE-PRESSE (MERKIN), PATRICK MCMULLAN/PATRICKMCMULLAN.COM (NOEL), REUTERS (PALM BEACH), AGENCE FRANCE-PRESSE/GETTY IMAGES (SANTANDER), ASSOCIATED PRESS (SPIELBERG, WILPON)

Country club
members

DON EMMERT/AGENCE FRANCE-PRESSE — GETTY IMAGES

AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
decades

Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
Merkin served 
on the board 
of several of 
the charities 
hurt by Mr. 
Madoff.

Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”

Banco
Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
decades

Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
Merkin served 
on the board 
of several of 
the charities 
hurt by Mr. 
Madoff.

Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”

Banco
Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
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Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Ascot Partners
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Breslauer
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Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
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Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
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Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”

Banco
Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
decades

Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
Merkin served 
on the board 
of several of 
the charities 
hurt by Mr. 
Madoff.

Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation

PHOTOGRAPHS BY BLOOMBERG NEWS (LIPSTICK BUILDING), AGENCE FRANCE-PRESSE (MERKIN), PATRICK MCMULLAN/PATRICKMCMULLAN.COM (NOEL), REUTERS (PALM BEACH), AGENCE FRANCE-PRESSE/GETTY IMAGES (SANTANDER), ASSOCIATED PRESS (SPIELBERG, WILPON)

Country club
members

DON EMMERT/AGENCE FRANCE-PRESSE — GETTY IMAGES

AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
decades

Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
Merkin served 
on the board 
of several of 
the charities 
hurt by Mr. 
Madoff.

Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation
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AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”
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Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation

PHOTOGRAPHS BY BLOOMBERG NEWS (LIPSTICK BUILDING), AGENCE FRANCE-PRESSE (MERKIN), PATRICK MCMULLAN/PATRICKMCMULLAN.COM (NOEL), REUTERS (PALM BEACH), AGENCE FRANCE-PRESSE/GETTY IMAGES (SANTANDER), ASSOCIATED PRESS (SPIELBERG, WILPON)

Country club
members

DON EMMERT/AGENCE FRANCE-PRESSE — GETTY IMAGES

AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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European banking and investment. But
his brothers-in-law also had internation-
al roots. Yanko Della Schiava, who mar-
ried Lisina Noel, was the son of the edi-
tor of Cosmopolitan in Italy and of the
editor of Harper’s Bazaar in Italy and
France. Philip J. Toub, who married Alix
Noel, is the son of a director of the Sa-
ronic Shipping Company, in Lausanne,
Switzerland. 

Matthew Brown, who married Marisa
Noel, is the son of a former mayor of
San Marino, Calif. All three joined Fair-
field, eventually becoming partners in
marketing.

Thanks to the efforts of Mr. Piedrah-
ita, Mr. Della Schiava and others, Fair-
field reaped many millions of dollars in
investor capital from Europe. The firm
set up feeder programs with institutions
like Banco Santander, Swedish Bank
Nordea and Banque Benedict Hentsch.
All became conduits that carried fresh
money to Mr. Madoff.

Among his new investors were the
Mugrabis, extremely wealthy art col-
lectors from Colombia who have lived in
New York for more 20 years. It was
their longtime friendship with Mr. Pie-
drahita that led them to invest in the
Sentry fund.

“We had very little money with the
fund — just under a million dollars — so
I am not that upset personally,” said Al-
berto Mugrabi, a son of the family patri-
arch. “It was a very informal thing. We
know Andrés since forever, from Bogo-
tá, he’s a great guy, and he says to us,
‘This is the Madoff thing, he’s the mas-
ter.’”

He added: “I trusted Andrés. I still
trust him.”

The World
Mr. Madoff’s higher profile in the

highly competitive world of hedge fund
management intensified the skepticism
about his remarkably consistent re-
turns. Rival money managers com-
plained that when they sought to repli-
cate his trading strategy based on the
statements the Madoff firm sent its cli-
ents, they found it wasn’t possible.

There was a scattering of inconclu-
sive regulatory investigations — efforts
so unavailing that the chairman of the
S.E.C. in Washington has ordered an in-
ternal investigation to determine how
the agency could have missed so many
red flags and ignored so many credible
complaints over the years.

But foreign regulators were not any
quicker to notice Mr. Madoff’s oddities
— or the rapidly expanding pool of
money entrusted to the various feeder
funds he serviced.

There was the small Austrian mer-
chant bank, Bank Medici, which had
$2.1 billion invested in funds that ulti-
mately wound up under Mr. Madoff’s
control. It collected those investments
through two main funds, the Herald
USA Fund and the smaller Herald Lux-
emburg Fund, sold to banks, insurance
companies and pension funds since
2004.

The funds, which were closed for pri-
vate investors, were incredibly popular
among investors and no questions were
ever asked about its constant returns of
about 7 percent, said a former employee
at the bank who declined to be identified
because he is not authorized to talk to
the news media.

Bank Medici sold the funds to invest-
ors around the world from its offices in
New York, Vienna, Gibraltar, Zurich
and Milan. About 93 percent of the
funds’ investors are outside Austria.
Just last month, the Herald USA fund
won Germany’s annual Hedge Fund

Awards for “proving consistency in tur-
bulent times.“

Peter Scheithauer, chief executive of
Bank Medici since September, accepted
the award, saying Bank Medici’s prod-
ucts “should represent mainly one
thing: security and returns in good as
well as bad times.“

But as he prepared to brief his man-
agement board on potential losses con-
nected to the Madoff investments on
Friday, he sounded downbeat. “It’s a
real tragedy,” Mr. Scheithauer said. “It’s
not just us, it’s so many other people as
well. If only we knew, but he was paying
out fine until just recently.”

Bank Austria, which is now owned by
UniCredit of Italy, owns a stake in Bank
Medici and also wound up investing
with Mr. Madoff through a range of dif-
ferent funds offered under the name
Primeo by its hedge fund unit, Pioneer
Alternative Investments.

Mr. Madoff was not a well-known
presence on the social circuit in Switzer-
land. Instead, Swiss money managers
would go to him, visiting his offices in
the Lipstick Building in Midtown Man-
hattan. Seeing Mr. Madoff there was a
bit like visiting the Wizard of Oz: de-
spite his unerring success in generating
smooth returns, he seemed quite ordi-
nary, lacking the flamboyance of other
well-heeled money managers.

“He did not look like a huge spender;
seemed like a family man,” said one vet-
eran Geneva banker, whose firm had
money with Mr. Madoff but insisted on
anonymity because of the likelihood of
lawsuits from angry clients. “He talked
about the markets.”

The only thing that struck the Swiss
banker as odd was the bull memorabilia
strewn about his office. “It seemed
strange for a guy to have all these bulls,
little sculptures, paintings of bulls,” he
recalled. “I’ve seen offices with bears.
This was bulls.”

But the aura of exclusivity was the
constant, he said. “This was the usual
spiel: ‘It’s impossible to get in, but we
can get you some if you’re nice.’ He
made it look difficult to get into.”

New Frontiers
What began as a quietly coveted in-

vestment opportunity for the lucky few
in the Jewish country clubs on Long Is-
land became, in its final burst of growth,
a thoroughly global financial product
whose roots were obscured behind le-
gions of well-dressed, multilingual sales
representatives in the financial capitals
of Europe.

Indeed, often with the assistance of
feeder funds, Mr. Madoff was now in a
position to seek and procure money
from Arab investors, too. The Abu Dha-
bi Investment Authority, one of the larg-
est of the world’s sovereign wealth
funds, with assets estimated earlier this
year to be approaching $700 billion,
wound up in the same boat as Jewish
charities in New York: caught in the col-
lapse of Bernie Madoff.

In early 2005, the investment author-
ity had invested approximately $400
million with Mr. Madoff, by way of the
Fairfield Sentry Fund, according to a
profile of the firm that it prepared for a
prospective buyer in 2007. Fairfield Sen-
try had more than $7 billion invested
with Mr. Madoff and was his largest in-
vestor; now, it says, it is his largest vic-
tim. 

The investment authority, in turn,
was one of Fairfield Sentry’s largest in-
vestors. Even after the investment au-
thority took two significant redemptions
from the fund, in April 2005 and 2006, its
stake the following year of $132 million
made up 2 percent of the fund’s assets
under management.

The 2007 report lists Philip Jamchid
Toub, one of Mr. Noel’s sons-in-law, as

the firm’s “agent” with the Abu Dhabi
investors, presumably meaning the per-
son who manages the relationship with
the particular clients. Mr. Toub, a Fair-
field Greenwich partner, is married to
Alix Noel and is the son of Said Toub, a
wealthy shipping executive from Switz-
erland. 

Other investors for whom Mr. Toub is
listed as the agent include the Safra Na-
tional Bank of New York and the Na-
tional Bank of Kuwait.

And Fairfield was finding new fields
for Mr. Madoff to cultivate. In 2004, the
firm turned its eyes to Asia, forming a
partnership with Lion Capital of Singa-
pore, now Lion Global Investors, to cre-
ate Lion Fairfield Capital Management,
a joint venture meant to introduce
Asian investors to the firm. 

“Many investors believe that Asia
holds the best global opportunities for
hedge funds over the next two to five
years, as compared to the U.S. and Eu-
rope,” Richard Landsberger, a Fairfield
partner and director of Lion Fairfield,
told HedgeWorld in 2006.

Yet it appears that Sentry remained
Fairfield’s chief focus in this new vine-
yard. Among the institutions that had
invested in the fund are Korea Life In-
surance, which has about $30 million to
$50 million in the fund; a Taiwanese in-
surer, Cathay Life, with about $12 mil-
lion; and Samsung Investment and Se-
curities, with about $6.3 million. 

As Fairfield moved into Asia, another
feeder fund, Stellar US Absolute Re-
turn, was incorporated in Singapore in
2006 to funnel investors’ capital into
Sentry. According to data from Bloom-
berg News, Stellar borrowed $3 for ev-
ery dollar of investor money it received,
in an effort to extract higher returns.

Last year, Jeffrey Tucker went to Asia
to educate potential investors in Beijing
and Thailand about hedge funds, seek-
ing to allay their concerns about previ-

ous blow-ups in the industry like Long-
Term Capital Management, a Connecti-
cut hedge fund that had been rescued
under the supervision of the Federal
Reserve Bank of New York when its ex-
otic derivative investments brought it to
the brink of a costly collapse.

“China is moving slowly as the re-
formers become familiar with what we
do,” Mr. Tucker told HedgeWorld in No-
vember 2007. “It’s the same thing in
Thailand. There are misunderstandings
about hedge funds.”

The Scheme Collapses
But even with all the money pouring

in, it was not enough, not in a year in
which financial markets were plunging.

Suddenly, people wanted cash — even
the people who had trusted their cash
for so long to Mr. Madoff. Time was run-
ning out for history’s first worldwide
Ponzi scheme.

But he maintained a brave face at the
family firm that he had founded before
his sons Mark and Andrew were born,
and where they now worked, the firm
where his brother Peter had labored at
his side for decades, the firm that re-
mained a stock-trading powerhouse on
Wall Street.

But that trading business lived on the
18th and 19th floors of the Third Avenue
tower, called the Lipstick Building, that
was home to Bernard L. Madoff In-
vestment Securities. Mr. Madoff operat-
ed his vast but largely unseen “asset
management” business from the 17th
floor, aided by a small staff that had
been with him for years and a computer
system separate from the trading busi-
ness.

His family knew Mr. Madoff had an
investment management business, but
Mr. Madoff had always kept it separate.
Moreover, he explained that he placed
his trades through “European counter-
parties” rather than use the trading
desks his sons oversaw.

But Mark and Andrew felt their fa-
ther had been under increasing tension
as the markets grew increasingly diffi-
cult this fall. 

In early December he remarked to
one of them that he was struggling to
raise $7 billion to cover redemptions. He
seemed tired and drawn, but so was just
about everyone else during the turbu-
lent weeks of late November and early
December.

Then, early on Dec. 10, he shocked his
sons by suggesting that the firm pay out
several million dollars in bonuses two
months ahead of schedule. When
pressed by his sons for a reason, he
grew agitated and insisted that they all
leave the office and continue the con-
versation at his apartment on East 64th
Street.

It was there, at midmorning, that he
told his sons that his business was “a
big lie” and, “basically, a giant Ponzi
scheme.” There was nothing left, he told
them — and he fully expected to go to
jail.

The questions have piled up since
then: Could Mr. Madoff have sustained
this worldwide fraud for so long by him-
self? Why didn’t regulators, in Wash-
ington and abroad, catch him sooner?
And will anything be recovered for in-
vestors, some of whom have lost every
penny?

But when the news of his arrest be-
gan to spread on Dec. 11, the first
thought that struck an old friend who
had known him as a pioneer on Wall
Street, was, “There must be an error. It
must be another Bernie Madoff.” Then
he added, “But then, there is no other
Bernie Madoff.”

Banco
Santander
$3.1 billion

Bank
Medici
$2.1 billion

Ascot Partners
$1.8 billion

Gerald 
Breslauer
Financial 
adviser in 
Los Angeles

Mortimer B. Zuckerman 
Charitable Remainder Trust
$30 million

Tufts University
$20 million Carl J. Shapiro 

and family   $145 million 
for the family’s foundation; 
$400 million personal

Fred 
Wilpon
New York 
Mets owner; 
friend 
for two 
decades

Led by J. Ezra 
Merkin, a 
hedge fund 
manager and 
chairman of 
GMAC. Mr. 
Merkin served 
on the board 
of several of 
the charities 
hurt by Mr. 
Madoff.

Bernard L. Madoff has said the losses in his Ponzi scheme, run from the Lipstick Building 
(left) on Third Avenue in Midtown Manhattan, might be $50 billion.  Here are some of the 
individuals and groups that invested with him, either directly or through feeder funds.

Yeshiva University
$100 million to 125 million
Mr. Madoff was the university’s 
treasurer; Mr. Merkin was in 
charge of investment funds.

New York Law School
At least $3 million
Filed a lawsuit against Mr. 
Merkin and Ascot on Tuesday.

Maimonides School
Up to $5 million

Clubs in 
Minneapolis and 
St. Paul  More than
$100 million

Palm Beach 
Country Club 
Carl J. Shapiro and his 
son-in-law recruited old 
friends; Mr. Madoff 
joined the club in 1996.

N.Y., N.J., Conn. 
area More than $150 
million

An investor raised 
money in the 1980s 
and 1990s. 

Friends

Mr. Shapiro has been a 
friend of Mr. Madoff for 50 
years and reportedly was 
one of his first investors 
(Mr. Madoff founded his 
firm in 1960.) 

The largest
foundation that 
has announced 
its closure due to 
Madoff losses.
$958 million 

Based in Spain and 
headed by Emilio Botín 
(right) Madoff 
investments 
were made 
through one of 
its hedge funds 
in Geneva.

Based in Austria; 
Madoff funds were 
held by clients 
throughout Europe 
and the world.

Clients include

Steven 
Spielberg 
and Jeffrey 
Katzenberg 

Picower 
Foundation

PHOTOGRAPHS BY BLOOMBERG NEWS (LIPSTICK BUILDING), AGENCE FRANCE-PRESSE (MERKIN), PATRICK MCMULLAN/PATRICKMCMULLAN.COM (NOEL), REUTERS (PALM BEACH), AGENCE FRANCE-PRESSE/GETTY IMAGES (SANTANDER), ASSOCIATED PRESS (SPIELBERG, WILPON)

Country club
members

DON EMMERT/AGENCE FRANCE-PRESSE — GETTY IMAGES

AFTER THE ARREST

Bernard L. Madoff walking to his apartment in Manhattan on Wednesday. He was arrested there on
Dec. 11, turned in the night before by his sons after he told them his business was “a giant Ponzi scheme.”
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NOV. 7
A CASH DRAIN AT
GENERAL MOTORS

G.M. says it is 
running through
$2 billion in cash a 
month and could run 
out by mid-2009. 
Democrats urge use 
of money from the 
financial bailout; the 
White House objects.

NOV. 18
SEEKING $25
BILLION IN LOANS

The chief executives 
of G.M., Ford and 
Chrysler face 
skeptical lawmakers 
and harsh questions 
at a Congressional 
hearing; they are told 
to come back with 
turnaround plans. 

DEC. 4
REQUEST GROWS
TO $34 BILLION

With turnaround 
plans in hand, auto 
executives drive to 
Washington — to 
ask for more money. 
Congress remains 
critical and divided 
on providing 
assistance.

DEC. 11
PLAN DIES ON
SENATE FLOOR

DEC. 12
WHITE HOUSE
WEIGHS IN

Republican 
opposition in the 
Senate kills a 
$14 billion 
rescue package 
that the House 
had approved a 
day earlier.

The Bush 
administration 
signals it would 
consider using 
some of the 
financial bailout 
money to help 
the automakers.

By STEPHEN LABATON
and DAVID M. HERSZENHORN

WASHINGTON — The Bush
administration said on Friday
that it was prepared to intervene
to prevent the collapse of General
Motors and Chrysler after Re-
publican senators blocked a com-
promise proposal to rescue the
automakers.

The decision came after a
tense standoff this week in which
senior White House officials
pleaded with Senate Republicans
not to block the measure, includ-
ing a warning by Vice President
Dick Cheney that they would be
remembered for decades as the
party of Herbert Hoover if the in-
dustry collapsed.

But while Senate Republicans
stood their ground — in open re-
volt against President Bush — it
was the White House that gave
in.

Shortly before the American
markets opened on Friday morn-
ing, White House and Treasury
Department officials, concerned
that steep declines in overseas
stock markets could provoke a
new round of market panic in the
United States, said the adminis-
tration would consider providing
temporary relief. 

After refusing for weeks to tap
the $700 billion financial rescue
fund, the administration suggest-
ed it would dip into the fund to at
least permit the companies to
continue their operations until
the new Congress and new ad-
ministration arrive next month.

“Because Congress failed to
act, we will stand ready to pre-
vent an imminent failure until
Congress reconvenes and acts to
address the long-term viability of
the industry,” said Brookly Mc-
Laughlin, a Treasury spokes-
woman.

Administration officials said
they had not decided how much
to loan the auto companies or on
what terms, and were spending
Friday examining their books
and cash-flow projections. 

The government officials said
they expected the companies and
the unions would be asked to
make significant concessions.
They also did not rule out the
prospect of a bankruptcy for one
or more of the companies, but
vowed that it would not be “un-
controlled,” meaning that enough
financing would be provided to
enable a reorganization. 

Senior administration officials
spent part of the day talking to
auto executives and their lobby-
ists. People briefed about the dis-
cussions said that Chrysler had 

White House Ready to Offer Aid to Auto Industry

JEFF KOWALSKY/EUROPEAN PRESSPHOTO AGENCY

Cindy Spisak with Douglas Yandura after she was laid off Friday from a Chrysler plant in Detroit. 

Plan for Interim
Lending After
Senate Loss

Continued on Page A12

By ALEX BERENSON and DIANA B. HENRIQUES

For years, investors, rivals and
regulators all wondered how Ber-
nard L. Madoff worked his magic. 

But on Friday, less than 24
hours after this prominent Wall
Street figure was arrested on
charges connected with what au-
thorities portrayed as the biggest
Ponzi scheme in financial history,
hard questions began to be raised
about whether Mr. Madoff acted
alone and why his suspected con
game was not uncovered sooner.

As investors from Palm Beach
to New York to London counted
their losses on Friday in what Mr.
Madoff himself described as a
$50 billion fraud, federal authori-
ties took control of what re-
mained of his firm and began to
pore over its books. 

But some investors said they
had questioned Mr. Madoff’s sup-
posed investment prowess years
ago, pointing to his unnaturally
steady returns, his vague invest-
ment strategy and the obscure
accounting firm that audited his
books.

Despite these and other red
flags, hedge fund companies kept
promoting Mr. Madoff’s funds to
other funds and individuals.
More recently, banks like Nomu-
ra, the Japanese firm, began so-
liciting investors for Mr. Madoff
internationally. The Securities
and Exchange Commission,
which investigated Mr. Madoff in
1992 but cleared him of wrongdo-
ing, appears to have been com-
pletely surprised by the charges
of fraud.

Now thousands, possibly tens
of thousands, of investors con-
front losses that range from seri-
ous to devastating. Some families
said on Friday that they believed
they had lost all their savings. A
charity in Massachusetts said it
had lost essentially its entire en-
dowment and would have to
close.

According to an affidavit
sworn out by federal agents, Mr.
Madoff himself said the fraud had

Look Back at Wall St. Wizard
Finds Magic Had Its Skeptics

Questions Swirl in $50 Billion Madoff Fraud Case

Continued on Page A13

MICHAEL KAMBER FOR THE NEW YORK TIMES

In an exercise last month near Bamako, Mali, American troops helped soldiers from Mali and
Senegal in West Africa learn to guard their borders against infiltration by Islamic militants. 

By ERIC SCHMITT

KATI, Mali — Thousands of
miles from the battlefields of Iraq
and Afghanistan, another side of
America’s fight against terrorism
is unfolding in this remote corner
of West Africa. American Green
Berets are training African ar-
mies to guard their borders and
patrol vast desolate expanses
against infiltration by Al Qaeda’s
militants, so the United States
does not have to. 

A recent exercise by the Unit-
ed States military here was part
of a wide-ranging plan, devel-
oped after the Sept. 11 attacks, to
take counterterrorism training
and assistance to places outside
the Middle East, like the Philip-
pines and Indonesia. In Africa, a
five-year, $500 million partner-

ship between the State and De-
fense Departments includes Al-
geria, Chad, Mauritania, Mali,
Morocco, Niger, Nigeria, Senegal
and Tunisia, and Libya is on the
verge of joining. 

American efforts to fight ter-
rorism in the region also include
nonmilitary programs, like in-
struction for teachers and job
training for young Muslim men
who could be singled out by mil-
itants’ recruiting campaigns. 

One goal of the program is to
act quickly in these countries be-
fore terrorism becomes as en-
trenched as it is in Somalia, an
East African nation where there
is a heightened militant threat. 

U.S. Training in West Africa 
Aims to Stave Off Extremists 

Continued on Page A7

By MICHELINE MAYNARD 
and CARL HULSE

DETROIT — For more than 70
years, the United Automobile
Workers union has known who
its adversaries were: company
executives, foreign automakers
and right-to-work advocates who
fought its organizing drives.

Now it has another: Senator
Robert Phillips Corker Jr.

On Thursday night, Senator
Corker, a freshman Republican
from Tennessee, pushed the
U.A.W.’s president, Ron Gettelfin-
ger, to agre in principle to tough
contract concessions before the
Senate Republicans would agree
to provide a lifeline to General
Motors and Chrysler.

But Mr. Gettelfinger, after giv-
ing ground in recent years on

health care, job security and pay
issues, would not agree to let the
concessions take effect next year.
The impasse effectively killed the
chances for a $14 billion bailout
package from Congress.

While the deal was lost, both
Mr. Gettelfinger and Senator
Corker can claim a victory of
sorts, perhaps setting the stage
for future showdowns.

Mr. Gettelfinger’s tough stand
risked pushing the companies
into bankruptcy, which would ab-
rogate the union contracts he
was trying to protect.

But on Friday, President Bush
and the Treasury said they would
consider using money from the
$700 billion financial bailout to
help automakers.

Mr. Gettelfinger needed to
show he was defending his un-
ion’s members. Since he took of-

fice in 2002, the U.A.W. has given
up health benefits and agreed to
sweeping wage cuts, and for the
bailout, it was prepared to aban-
don pay guarantees for workers
who had lost their jobs.

Mr. Gettelfinger also appeared
during Congressional hearings as
more of an ally — rather than
usual sparring partner — of the
chief executives of Detroit’s auto
companies, sitting next to them
while the group endured hours of
grilling.

Although his actions threat-
ened any bailout, U.A.W. mem-
bers applauded his refusal to
budge further, even if it put the
American auto industry at risk. 

“He stood up and did what he
had to do,” said Dean Braid, a 30-
year veteran at a G.M. plant in 
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By DIANA B. HENRIQUES and ALEX BERENSON

The zoning lawyer in Miami
trusted him because his father
had dealt profitably with him for
decades. The officers of a little
charity in Massachusetts re-
spected him and relied on his ad-
vice.

Wealthy men like J. Ezra Mer-
kin, the chairman of GMAC; Fred
Wilpon, the principal owner of
the New York Mets; and Norman
Braman, who owned the Phila-
delphia Eagles, simply appreciat-
ed the steady returns he pro-
duced, regardless of market con-
ditions.

But these clients of Bernard L.
Madoff had this in common:
They chose him to oversee much
of their personal wealth.

And now, they fear, they have

lost it.
While Mr. Madoff is facing fed-

eral criminal charges, accused by
federal prosecutors of operating
a vast $50 billion Ponzi scheme,
many of his clients are facing an
abrupt reversal of fortune that is
the stuff of nightmares.

“There are people who were
very, very well off a few days ago
who are now virtually destitute,”
said Brad Friedman, a lawyer
with the Milberg firm in Manhat-
tan. “They have nothing left but
their apartments or homes —
which they are going to have to
sell to get money to live on.”

From New York to Palm
Beach, business associates of Mr.
Madoff spent Friday assessing
the damage, the extent of which
will not be known for some time.
Many invested with Mr. Madoff
through other funds and may not
know that their money is at risk. 

Emergency meetings were be-
ing held at country clubs, schools
and charities to assess the po-
tential losses on their invest-
ments and to look for options.

There is not much guidance
available yet from regulators. On
Friday, a federal judge appointed
a receiver to oversee the Madoff
firm’s assets and customer ac-
counts. A Web site is being set up
to keep customers informed, but
no one is sure yet whether any 
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By HELENE COOPER
and RACHEL L. SWARNS

CHICAGO — To the list of peo-
ple having trouble finding some-
where in Washington to stay in
early January, there can now be
added one more entry: the Oba-
ma family.

President Bush’s aides have
turned down a request from
President-elect Barack Obama to
move from Chicago into Blair
House, the official guest resi-
dence across Pennsylvania Ave-
nue from the White House, in
time for Mr. Obama’s daughters
to start school in Washington on
Jan. 5. 

The Obamas were told that
they could move into Blair House
on Jan. 15, but no earlier, because
it is booked, an Obama transition
official said, speaking on the con-
dition of anonymity. “We ex-
plored the idea so that the girls
could start school on schedule,’’
the official said. “But there were
previously scheduled events and
guests that couldn’t be dis-
placed.”

White House officials declined
to disclose specifically who is us-
ing Blair House during that peri-
od, for what purpose or how they
could take precedence over the
president-elect of the United Sta-

Sorry, Obamas,
Early Check-In
Isn’t Available

Continued on Page A11

CLASSIFIED ADS B2 RELIGIOUS SERVICES A14 COMMERCIAL REAL ESTATE MARKETPLACE B2

The church, in a sweeping review, re-
states its moral perspective on matters
like in vitro fertilization. PAGE A6

INTERNATIONAL A5-8

Vatican Issues Bioethics Stand
The United States attorney general will
not seek the death penalty in a federal
murder case in Brooklyn, reversing a
decision by his predecessor. PAGE A15

NEW YORK A15-19

U.S. Won’t Seek Death Penalty
Grocery stores are finding private-label
brands, whether generic or premium
quality, increasingly profitable. PAGE B1

BUSINESS DAY B1-8

The Rise of the Store Brand
Among the editors’ picks are a novel of
17th-century America, an ode to post-
9/11 New York and an authorized biog-
raphy of V. S. Naipaul. BOOK REVIEW

THIS WEEKEND

A Literary Top 10 for 2008 Gail Collins PAGE A21

EDITORIAL, OP-ED A20-21

The City of Light Chocolate
An interactive graphic samples cocoa-
dusted ganache, chocolate Fabergé
eggs and other sweets from some of the
best chocolatiers in Paris. 

nytimes.com/travel

ONLINE

More Inside The Times.
PAGES A2-3 �

With entries from air bags for the eld-
erly to vending ma-
chines for crows
(that’s right), along
with economics
and finance, ac-
knowledging that
the global crisis
can use as much
thinking as it can
get. MAGAZINE

The Year in IdeasA report to the United Nations found
links between senior officials in Congo
and Rwanda and the armed groups
fighting in eastern Congo. PAGE A5

Signs of Proxy War in Congo

After an expensive and emotional 15-
year organizing battle, workers at the
world’s largest hog slaughterhouse
have voted to unionize. PAGE A10

NATIONAL A9-14

Union Victory at Hog Plant

His good looks
made him one of
the last matinee
idols in films like
“A Guy Named
Joe” and “The Last
Time I Saw Paris.”
PAGE B9

OBITUARIES B9-10

Van Johnson,
Actor, 92

The 2009 Academy Awards will be pre-
sided over by the actor, singer and
dancer Hugh Jackman. PAGE C1

ARTS C1-12

A New Host for the Oscars 

Although paralyzed in a shooting, offen-
sive lineman Richard Collier has been a
bright spot for the Jaguars. PAGE D1

SPORTSSATURDAY D1-6

Smiling From His Hospital Bed

VOL. CLVIII . . . . No. 54,523 + © 2008 The New York Times NEW YORK, SATURDAY, DECEMBER 13, 2008

Late Edition
Today, colder, mostly sunny, high
34. Tonight, chilly, clear, light
winds, low 26. Tomorrow, milder, a
mixture of clouds and sunshine, not
as cold, high 45. Details, Page A22.

$1.50

U(D54G1D)y+,!z!.!z!:
FOR HOME DELIVERY CALL 1-800-NYTIMES

CM Y K Nxxx,2008-12-13,A,001,Bs-BK,E1_+

NOV. 7
A CASH DRAIN AT
GENERAL MOTORS

G.M. says it is 
running through
$2 billion in cash a 
month and could run 
out by mid-2009. 
Democrats urge use 
of money from the 
financial bailout; the 
White House objects.

NOV. 18
SEEKING $25
BILLION IN LOANS

The chief executives 
of G.M., Ford and 
Chrysler face 
skeptical lawmakers 
and harsh questions 
at a Congressional 
hearing; they are told 
to come back with 
turnaround plans. 

DEC. 4
REQUEST GROWS
TO $34 BILLION

With turnaround 
plans in hand, auto 
executives drive to 
Washington — to 
ask for more money. 
Congress remains 
critical and divided 
on providing 
assistance.

DEC. 11
PLAN DIES ON
SENATE FLOOR

DEC. 12
WHITE HOUSE
WEIGHS IN

Republican 
opposition in the 
Senate kills a 
$14 billion 
rescue package 
that the House 
had approved a 
day earlier.

The Bush 
administration 
signals it would 
consider using 
some of the 
financial bailout 
money to help 
the automakers.

By STEPHEN LABATON
and DAVID M. HERSZENHORN

WASHINGTON — The Bush
administration said on Friday
that it was prepared to intervene
to prevent the collapse of General
Motors and Chrysler after Re-
publican senators blocked a com-
promise proposal to rescue the
automakers.

The decision came after a
tense standoff this week in which
senior White House officials
pleaded with Senate Republicans
not to block the measure, includ-
ing a warning by Vice President
Dick Cheney that they would be
remembered for decades as the
party of Herbert Hoover if the in-
dustry collapsed.

But while Senate Republicans
stood their ground — in open re-
volt against President Bush — it
was the White House that gave
in.

Shortly before the American
markets opened on Friday morn-
ing, White House and Treasury
Department officials, concerned
that steep declines in overseas
stock markets could provoke a
new round of market panic in the
United States, said the adminis-
tration would consider providing
temporary relief. 

After refusing for weeks to tap
the $700 billion financial rescue
fund, the administration suggest-
ed it would dip into the fund to at
least permit the companies to
continue their operations until
the new Congress and new ad-
ministration arrive next month.

“Because Congress failed to
act, we will stand ready to pre-
vent an imminent failure until
Congress reconvenes and acts to
address the long-term viability of
the industry,” said Brookly Mc-
Laughlin, a Treasury spokes-
woman.

Administration officials said
they had not decided how much
to loan the auto companies or on
what terms, and were spending
Friday examining their books
and cash-flow projections. 

The government officials said
they expected the companies and
the unions would be asked to
make significant concessions.
They also did not rule out the
prospect of a bankruptcy for one
or more of the companies, but
vowed that it would not be “un-
controlled,” meaning that enough
financing would be provided to
enable a reorganization. 

Senior administration officials
spent part of the day talking to
auto executives and their lobby-
ists. People briefed about the dis-
cussions said that Chrysler had 

White House Ready to Offer Aid to Auto Industry
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Cindy Spisak with Douglas Yandura after she was laid off Friday from a Chrysler plant in Detroit. 

Plan for Interim
Lending After
Senate Loss

Continued on Page A12

By ALEX BERENSON and DIANA B. HENRIQUES

For years, investors, rivals and
regulators all wondered how Ber-
nard L. Madoff worked his magic. 

But on Friday, less than 24
hours after this prominent Wall
Street figure was arrested on
charges connected with what au-
thorities portrayed as the biggest
Ponzi scheme in financial history,
hard questions began to be raised
about whether Mr. Madoff acted
alone and why his suspected con
game was not uncovered sooner.

As investors from Palm Beach
to New York to London counted
their losses on Friday in what Mr.
Madoff himself described as a
$50 billion fraud, federal authori-
ties took control of what re-
mained of his firm and began to
pore over its books. 

But some investors said they
had questioned Mr. Madoff’s sup-
posed investment prowess years
ago, pointing to his unnaturally
steady returns, his vague invest-
ment strategy and the obscure
accounting firm that audited his
books.

Despite these and other red
flags, hedge fund companies kept
promoting Mr. Madoff’s funds to
other funds and individuals.
More recently, banks like Nomu-
ra, the Japanese firm, began so-
liciting investors for Mr. Madoff
internationally. The Securities
and Exchange Commission,
which investigated Mr. Madoff in
1992 but cleared him of wrongdo-
ing, appears to have been com-
pletely surprised by the charges
of fraud.

Now thousands, possibly tens
of thousands, of investors con-
front losses that range from seri-
ous to devastating. Some families
said on Friday that they believed
they had lost all their savings. A
charity in Massachusetts said it
had lost essentially its entire en-
dowment and would have to
close.

According to an affidavit
sworn out by federal agents, Mr.
Madoff himself said the fraud had

Look Back at Wall St. Wizard
Finds Magic Had Its Skeptics

Questions Swirl in $50 Billion Madoff Fraud Case

Continued on Page A13
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In an exercise last month near Bamako, Mali, American troops helped soldiers from Mali and
Senegal in West Africa learn to guard their borders against infiltration by Islamic militants. 

By ERIC SCHMITT

KATI, Mali — Thousands of
miles from the battlefields of Iraq
and Afghanistan, another side of
America’s fight against terrorism
is unfolding in this remote corner
of West Africa. American Green
Berets are training African ar-
mies to guard their borders and
patrol vast desolate expanses
against infiltration by Al Qaeda’s
militants, so the United States
does not have to. 

A recent exercise by the Unit-
ed States military here was part
of a wide-ranging plan, devel-
oped after the Sept. 11 attacks, to
take counterterrorism training
and assistance to places outside
the Middle East, like the Philip-
pines and Indonesia. In Africa, a
five-year, $500 million partner-

ship between the State and De-
fense Departments includes Al-
geria, Chad, Mauritania, Mali,
Morocco, Niger, Nigeria, Senegal
and Tunisia, and Libya is on the
verge of joining. 

American efforts to fight ter-
rorism in the region also include
nonmilitary programs, like in-
struction for teachers and job
training for young Muslim men
who could be singled out by mil-
itants’ recruiting campaigns. 

One goal of the program is to
act quickly in these countries be-
fore terrorism becomes as en-
trenched as it is in Somalia, an
East African nation where there
is a heightened militant threat. 

U.S. Training in West Africa 
Aims to Stave Off Extremists 

Continued on Page A7

By MICHELINE MAYNARD 
and CARL HULSE

DETROIT — For more than 70
years, the United Automobile
Workers union has known who
its adversaries were: company
executives, foreign automakers
and right-to-work advocates who
fought its organizing drives.

Now it has another: Senator
Robert Phillips Corker Jr.

On Thursday night, Senator
Corker, a freshman Republican
from Tennessee, pushed the
U.A.W.’s president, Ron Gettelfin-
ger, to agre in principle to tough
contract concessions before the
Senate Republicans would agree
to provide a lifeline to General
Motors and Chrysler.

But Mr. Gettelfinger, after giv-
ing ground in recent years on

health care, job security and pay
issues, would not agree to let the
concessions take effect next year.
The impasse effectively killed the
chances for a $14 billion bailout
package from Congress.

While the deal was lost, both
Mr. Gettelfinger and Senator
Corker can claim a victory of
sorts, perhaps setting the stage
for future showdowns.

Mr. Gettelfinger’s tough stand
risked pushing the companies
into bankruptcy, which would ab-
rogate the union contracts he
was trying to protect.

But on Friday, President Bush
and the Treasury said they would
consider using money from the
$700 billion financial bailout to
help automakers.

Mr. Gettelfinger needed to
show he was defending his un-
ion’s members. Since he took of-

fice in 2002, the U.A.W. has given
up health benefits and agreed to
sweeping wage cuts, and for the
bailout, it was prepared to aban-
don pay guarantees for workers
who had lost their jobs.

Mr. Gettelfinger also appeared
during Congressional hearings as
more of an ally — rather than
usual sparring partner — of the
chief executives of Detroit’s auto
companies, sitting next to them
while the group endured hours of
grilling.

Although his actions threat-
ened any bailout, U.A.W. mem-
bers applauded his refusal to
budge further, even if it put the
American auto industry at risk. 

“He stood up and did what he
had to do,” said Dean Braid, a 30-
year veteran at a G.M. plant in 

U.A.W. Chief and Senator Gain From Face-Off
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By DIANA B. HENRIQUES and ALEX BERENSON

The zoning lawyer in Miami
trusted him because his father
had dealt profitably with him for
decades. The officers of a little
charity in Massachusetts re-
spected him and relied on his ad-
vice.

Wealthy men like J. Ezra Mer-
kin, the chairman of GMAC; Fred
Wilpon, the principal owner of
the New York Mets; and Norman
Braman, who owned the Phila-
delphia Eagles, simply appreciat-
ed the steady returns he pro-
duced, regardless of market con-
ditions.

But these clients of Bernard L.
Madoff had this in common:
They chose him to oversee much
of their personal wealth.

And now, they fear, they have

lost it.
While Mr. Madoff is facing fed-

eral criminal charges, accused by
federal prosecutors of operating
a vast $50 billion Ponzi scheme,
many of his clients are facing an
abrupt reversal of fortune that is
the stuff of nightmares.

“There are people who were
very, very well off a few days ago
who are now virtually destitute,”
said Brad Friedman, a lawyer
with the Milberg firm in Manhat-
tan. “They have nothing left but
their apartments or homes —
which they are going to have to
sell to get money to live on.”

From New York to Palm
Beach, business associates of Mr.
Madoff spent Friday assessing
the damage, the extent of which
will not be known for some time.
Many invested with Mr. Madoff
through other funds and may not
know that their money is at risk. 

Emergency meetings were be-
ing held at country clubs, schools
and charities to assess the po-
tential losses on their invest-
ments and to look for options.

There is not much guidance
available yet from regulators. On
Friday, a federal judge appointed
a receiver to oversee the Madoff
firm’s assets and customer ac-
counts. A Web site is being set up
to keep customers informed, but
no one is sure yet whether any 

Trust Lost, and Everything Else
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By HELENE COOPER
and RACHEL L. SWARNS

CHICAGO — To the list of peo-
ple having trouble finding some-
where in Washington to stay in
early January, there can now be
added one more entry: the Oba-
ma family.

President Bush’s aides have
turned down a request from
President-elect Barack Obama to
move from Chicago into Blair
House, the official guest resi-
dence across Pennsylvania Ave-
nue from the White House, in
time for Mr. Obama’s daughters
to start school in Washington on
Jan. 5. 

The Obamas were told that
they could move into Blair House
on Jan. 15, but no earlier, because
it is booked, an Obama transition
official said, speaking on the con-
dition of anonymity. “We ex-
plored the idea so that the girls
could start school on schedule,’’
the official said. “But there were
previously scheduled events and
guests that couldn’t be dis-
placed.”

White House officials declined
to disclose specifically who is us-
ing Blair House during that peri-
od, for what purpose or how they
could take precedence over the
president-elect of the United Sta-

Sorry, Obamas,
Early Check-In
Isn’t Available
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 

LOUIS LANZANO/ASSOCIATED PRESS

The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1
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Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 
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The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1

DIANE BONDAREFF/ASSOCIATED PRESS

Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 
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The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
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Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 

LOUIS LANZANO/ASSOCIATED PRESS

The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1
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Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 
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The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1
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Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 

LOUIS LANZANO/ASSOCIATED PRESS

The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
From Page A1
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Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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A CRISIS IN FINANCE: A Suffering City 

By MARY M. CHAPMAN

DETROIT — Motown left
years ago. The city’s former may-
or is behind bars. Unemployment
hovers around 14 percent. An
emergency loan measure for its
automakers died in Washington
late Thursday after failing to gen-
erate enough support from Re-
publican senators. Oh, and its
professional football team is 0-13
for the season.

How much more, one wonders,
can Detroit take?

“To me, it’s like piling on,” Gail
Taylor, one of the city’s legions of
unemployed men, said Friday of
the Senate’s decision on the loan
measure. “We’ve been through
enough around here.”

Mr. Taylor, 59, was killing time
at Campus Martius, a town-
square-like meeting place in the
heart of downtown. Clad in a
hooded gray sweatshirt and a
leather jacket, he sipped hot
chocolate near the area’s festive-

ly decorated 65-foot Norway
spruce tree.

“The last person to leave De-
troit should turn out the lights,
because if it turns out the auto-
makers don’t get the money,
there’s going to be devastation all
around,” he said, shaking his
head as snowflakes swirled
about. “From our restaurants to
the hair salons to the shoeshine
parlors, the fall of the automak-
ers will affect us all one way or
another.”

James Greenwood, 54, a for-
mer auto plant worker taking a
break from his job as a mainte-
nance worker at nearby Cobo
Center, where the North Ameri-
can International Auto Show will
be held this winter, huddled with
friends around the Campus Mar-
tius ice skating rink. The Senate’s
decision, he said, surprised him.

“I thought they would help the
industry because they should
know how many people would be
affected if they didn’t,” Mr.
Greenwood said with a mixture
of fatalism and hope. 

“We’ve been suffering here for
a long time now,” he said, but in
the next breath he held out hope
that automakers would get some
financial relief from the Treasury
and the federal Troubled Asset

Relief Program.
“You never know,” Mr. Green-

wood said, turning his collar up
against the subfreezing tempera-
ture, “somebody in Washington
could come to their senses. They
could get enough to get through
this year. In the long run, though,
I think they’ll punt it to Obama.”

Latrice Jackson, however, had
little sympathy for Detroit’s auto-
makers, or its workers.

“I just feel like we all need to
buckle down, and stop being so

greedy,” said Ms. Jackson, who
lives in suburban Ferndale and
takes care of her disabled broth-
er. “The companies should have
seen all of this coming, but they
brought it on themselves. And a
lot of the workers, well, we all
have to learn to get by with less.
We need to stop hoarding things,
and take better care of our
money.”

Across the street, the popular
91-year-old American Coney Is-
land restaurant was doing brisk
business, with folks streaming in
to take refuge from the cold, and
to talk about the car industry.

“Honey, the Big Three is De-
troit,” a waitress, Cindy Williams,
46, said. “We get all kinds of busi-
ness from auto workers. “If the
companies don’t get money, De-
troit is done for.”

Donald J. Andrews, having
lunch near steamy windows with
a table of friends, said the Sen-
ate’s action “was a big mistake”
that would have severe conse-
quences.

“As far as I’m concerned, the
automotive industry is the ar-

senal of democracy,” said Mr. An-
drews, 43, a lawyer from Wa-
terford, about a half-hour drive
from here.

Another lawyer, Jeffrey
Schwartz, 53, of the suburb of
West Bloomfield, was incredu-
lous that, as he put it, “the gov-
ernment is for bankers and Wall
Street, and then makes the deci-
sion not to support this industry.”

The restaurant’s general man-
ager, Dan Keros, agreed that it
was the government’s job to lend
the auto industry a hand.

“Saving workers’ jobs is every
American’s duty; it’s what the
government should have done,”
said Mr. Keros, 62, of Grosse
Pointe, who wore a baseball cap
colored like an American flag. 

Overhearing the conversation,
a well-known community activ-
ist, Malik Shabazz, 46, yelled
from a nearby table, “Bail out the
people, not the banks!” Between
bites of a trademark Detroit chili
dog — a steamed hot dog slath-
ered with onions, chili and mus-
tard — Mr. Shabazz went on: 

“Give the banks money? No

problem. But the car companies,
man, they had to do flips, and
they didn’t get a dime.”

A local sports radio station
dedicated the entire day to
“standing up” for the auto in-
dustry with messages of hope
from people like Detroit’s new
mayor, Kenneth V. Cockrel Jr.,
and other politicians.

Stores, too, joined the cam-
paign. John Hiller, the chief exec-
utive of Hiller’s Markets, a favor-
ite of the area’s Asian residents,
felt the need to blog about the im-
portance of buying American.
“These cars have a long, illustri-
ous history, its own history,” he
wrote, “for we come from a place
of innovation.” 

Thoughts of persistence more
than innovation seemed to be the
focus of many people like Ronald
Williams, 32, a student at Wayne
County Community College who
was waiting for a bus to take him
home. 

“We’re all just going to have to
keep on keeping on,” Mr. Wil-
liams said. “Around here, that’s
all we know how to do.”

City of Detroit, Buckling Under Repeated Blows, Sustains Another Hit

‘We’ve been suffering
here for a long time
now,’ a Detroiter says. 

Nick Bunkley and Micheline May-
nard contributed reporting.

totaled approximately $50 billion,
a figure that would dwarf any
previous financial fraud. 

At first, the figure seemed im-
possibly large. But as the reports
of losses mounted on Friday, the
$50 billion figure looked increas-
ingly plausible. One hedge fund
advisory firm alone, Fairfield
Greenwich Group, said on Friday
that its clients had invested $7.5
billion with Mr. Madoff.

The collapse of Mr. Madoff’s
firm is yet another blow in a dev-
astating year for Wall Street and
investors. While Mr. Madoff’s
firm was not a hedge fund, the
scope of the fraud is likely to in-
crease pressure on hedge funds
to accept greater regulation and
transparency and protect their
investors.

On Thursday, the Federal Bu-
reau of Investigation and S.E.C.
said that Mr. Madoff’s firm, Ber-
nard L. Madoff Investment Secu-
rities, ran a giant Ponzi scheme, a
type of fraud in which earlier in-
vestors are paid off with money
raised from later victims — until
no money can be raised and the
scheme collapses.

Most Ponzi schemes collapse
relatively quickly, but there is
fragmentary evidence that Mr.
Madoff’s scheme may have last-
ed for years or even decades. A
Boston whistle-blower has
claimed that he tried to alert the
S.E.C. to the scheme as early as
1999, and the weekly newspaper
Barron’s raised questions about
Mr. Madoff’s returns and strat-
egy in 2001, although it did not ac-
cuse him of wrongdoing.

Investors may have been
duped because Mr. Madoff sent
detailed brokerage statements to
investors whose money he man-
aged, sometimes reporting hun-
dreds of individual stock trades

per month. Investors who asked
for their money back could have
it returned within days. And
while typical Ponzi schemes
promise very high returns, Mr.
Madoff’s promised returns were
relatively realistic — about 10
percent a year — though they
were unrealistically steady.

Mr. Madoff was not running an
actual hedge fund, but instead
managing accounts for investors
inside his own securities firm.
The difference, though seemingly
minor, is crucial. Hedge funds
typically hold their portfolios at
banks and brokerage firms like
JPMorgan Chase and Goldman
Sachs. Outside auditors can

check with those banks and bro-
kerage firms to make sure the
funds exist. 

But because he had his own se-
curities firm, Mr. Madoff kept
custody over his clients’ accounts
and processed all their stock
trades himself. His only check ap-
pears to have been Friehling &
Horowitz, a tiny auditing firm
based in New City, N.Y. Wealthy
individuals and other money
managers entrusted billions of
dollars to funds that in turn in-
vested in his firm, based on his
reputation and reported returns.

Victims of the scam included
gray-haired grandmothers in
Florida, investment companies in
London, and charities and uni-
versities across the United
States. The Wilpon family, the
main owners of the New York
Mets, and Yeshiva University
both confirmed that they had in-
vested with Mr. Madoff, and a

Jewish charity in Massachusetts
said it would lay off its five em-
ployees and close after losing
nearly all of its $7 million en-
dowment. Other investors includ-
ed prominent Jewish families in
New York and Florida.

On Friday afternoon, investors
and lawyers for investors with
Mr. Madoff packed Judge Louis
L. Stanton’s courtroom at federal
court in Manhattan, hoping to
question lawyers for Mr. Madoff
and the S.E.C. But a deputy for
Judge Stanton canceled the hear-
ing, leaving investors with few
answers. Several investors said
they were planning to file law-
suits against the firm in the hope
of recovering some money.

Based on the vagueness of the
complaints against Mr. Madoff,
his confession, as detailed in
court filings, seems to have taken
the F.B.I. and S.E.C. by surprise.
Investigators have not explained
when they believe the fraud be-
gan, how much money was ulti-
mately lost and whether Mr.
Madoff lost investors’ money in
the markets, spent it, or both. It is
not even clear whether Mr.
Madoff actually made any of the
trades he reported to investors.

The F.B.I. and S.E.C. have also
not said whether they believe Mr.
Madoff acted alone. According to
the authorities, Mr. Madoff told
F.B.I. agents that the scheme was
his alone. He worked closely with
his brother, sons and other family
members, many of whom have
retained lawyers. 

Also likely to face very difficult
questions are the hedge funds, in-
vestment advisers and banks
that raised money for Mr. Madoff.
At least some big investment ad-
visers steered clients away from
putting money with Mr. Madoff,
believing the returns could not be
real. 

Robert Rosenkranz, principal
of Acorn Partners, which helps
wealthy clients choose money
managers, said the steadiness of
the returns that Mr. Madoff re-

ported did not make sense, and
the size of his auditor raised fur-
ther concerns.

“Our due diligence, which got
into both account statements of
his customers, and the audited
statements of Madoff Securities,
which he filed with the S.E.C.,
made it seem highly likely that
the account statements them-
selves were just pieces of paper
that were generated in connec-
tion with some sort of fraudulent
activity,” Mr. Rosenkranz said.

Simon Fludgate, head of opera-
tional due diligence for Aksia, an-
other advisory firm that told cli-
ents not to invest with Mr.
Madoff, said the secrecy of his
strategy also raised red flags.
And Mr. Madoff’s stock holdings,
which he disclosed each quarter
with the Securities and Exchange
Commission, appeared to be too
small to support the size of the
fund he claimed. Mr. Madoff’s

promoters sometimes tried to ex-
plain the discrepancy by explain-
ing that he sold all his shares at
the end of each quarter and put
his holdings in cash.

“There were no smoking guns,
but too many things that didn’t
add up,” Mr. Fludgate said.

However, the S.E.C. had al-
ready investigated Mr. Madoff
and two accountants who raised
money for him in 1992, believing
they might have found a Ponzi
scheme. “We went into this thing
just thinking it might be a huge
catastrophe,” an S.E.C. official
told The Wall Street Journal in
December 1992.

Instead, Mr. Madoff turned out
to have delivered the returns that
the investment advisers had
promised their clients. It is not
clear whether the results of the
1992 inquiry discouraged the
S.E.C. from examining Mr.
Madoff again, even when new red

flags surfaced. Lawyers at the
S.E.C. did not return calls.

Meanwhile, Fairfield Green-
wich Group, whose clients have
$7.5 billion invested with the
Madoff firm, said it was “shocked
and appalled by this news.”

“We had no indication that we
and many other firms and pri-
vate investors were the victims of
such a highly sophisticated, mas-
sive fraudulent scheme.”

At the court hearing, an indi-
vidual investor, who declined to
give his name to avoid embar-
rassment, expressed a similar
sentiment.

“Nobody knows where their
money is and whether it is pro-
tected,” the investor said. 

“The returns were just amaz-
ing and we trusted this guy for
decades — if you wanted to take
money out, you always got your
check in a few days. That’s why
we were all so stunned.” 

Seeking Investor Magic, Seeing Fraud 
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The lawyers Stephen Weiss, left, of Seeger Weiss, and Brad Friedman, of Milberg, outside fed-
eral court in Manhattan on Friday. They are representing dozens of clients of Bernard L. Madoff.

Prosecutors estimate
$50 billion was taken
in a Ponzi scheme.
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Zachery Kouwe and Stephanie
Strom contributed reporting.

sort of safety net will catch the
most vulnerable investors.

For Stephen J. Helfman, a law-
yer in Miami whose father had
opened an account with Mr.
Madoff more than 30 years ago,
the news on Thursday came as a
hammer blow.

“The name ‘Madoff’ has over-
night gone from being revered to
reviled in the Helfman family,”
Mr. Helfman said on Friday. His
grandmother, at 98, relied on her
Madoff money to pay for round-
the-clock care, he said, and his
two children’s college funds were
wiped out.

“Thirty-six years of loyalty,
through two generations, and
this is what we get,” he said.

The news was equally devas-
tating for the Robert I. Lappin
Charitable Foundation in Salem,
Mass., which works to reverse
the dilution of Jewish identity
through intermarriage and as-
similation by sending teenagers
to Israel and supporting other
Jewish education efforts.

The foundation was forced on
Friday to dismiss its small staff
and shut down its programs to
cope with its losses in the Madoff
funds, according to Deborah Col-
tin, its executive director.

“We’ve canceled everything as
of today, everything,” she said
tearfully.

Ms. Coltin said she did not
know how the little foundation
came to be so exposed to the

Madoff firm. Its most recent tax
filings show that it had $7 million
at the end of 2006, with $143,344 in
stocks and the rest in “govern-
ment securities.”

It reported the sale that year of
“Bernie Madoff” securities, but
did not explain what those securi-
ties were.

Sam Englebardt, a media in-
vestor in Los Angeles, said sev-
eral relatives had entrusted vir-
tually all of their assets to Mr.
Madoff — and he understood
why.

“It seems like a huge over-
allocation, I know,” Mr. Engle-
bardt said. “But remember, they
had started out small and in-
vested over 5 years, 15 years, 30
years — and every year they got
a great return, and they could al-
ways take money out without
ever having a problem.”

As that track record length-
ened, his relatives gradually en-
trusted more of their savings to
Mr. Madoff, he said. “I suspect
that is what has happened across
the board,” he added. “People
came to trust him so much that,
eventually, they trusted him with
everything.”

Such stories were repeated in
e-mail messages and telephone
calls throughout the day on Fri-
day. A woman in Brooklyn whose
father died just weeks ago found
that his entire estate and a sub-
stantial portion of her stepmoth-
er’s money was invested with Mr.
Madoff. A law school official in
Massachusetts fears he has lost
millions in the collapse of the
Madoff operation.

Some wealthy victims, of
course, can afford to seek redress
on their own. But for them, litiga-

tion seems the only certainty.
Throughout the rumor-fueled

hedge fund world on Friday,
money managers were compar-
ing notes and assessing losses.
By all accounts, they run broad
and deep — in the billions.

Mr. Merkin, a prominent phi-
lanthropist and the founder of
several hedge funds, including
one called Ascot Partners, jolted
his clients on Thursday with a let-
ter announcing that “substantial-
ly all” of that fund’s $1.8 billion in

assets were invested with Mr.
Madoff.

“As one of the largest investors
in our fund, I have also suffered
major losses from this catastro-
phe,” Mr. Merkin said in the let-
ter. “We have retained counsel to
determine what our next steps
should be.”

Some of Mr. Merkin’s investors
have also “retained counsel.”
Harry Susman, a lawyer in the
Houston office of Susman God-
frey, said he was talking with sev-

eral clients about legal options.
“These investors were never

aware that all of their money was
invested with Madoff,” Mr. Sus-
man said. “They are obviously
shocked.”

Sterling Equities and the Wil-
pon family acknowledged on Fri-
day that they had money at risk
in the Madoff scandal.

“We are shocked by recent
events and, like all investors, will
continue to monitor the situa-
tion,” said Richard C. Auletta, a

spokesman for Sterling and the
Wilpons.

The Mets organization issued a
statement saying that the scan-
dal would not derail its new Citi
Field stadium project in Queens
or “affect the day-to-day opera-
tions and long-term plans of the
Mets organization.” 

A lawyer for Norman Braman
of Miami, a wealthy retired re-
tailer and the former owner of the
Philadelphia Eagles football
team, confirmed that Mr. Bra-
man, too, had money locked up
and perhaps lost in the Madoff
mess.

And Bramdean Alternatives, a
London asset manager run by
Nicola Horlick, saw its share
price plummet nearly 36 percent
on Friday after it announced that
nearly 10 percent of its holdings
were caught in the Madoff scan-
dal.

Mr. Madoff has resigned from
his positions at Yeshiva Universi-
ty, where he was treasurer for the
university’s board and deeply in-
volved in the business school.

“Our lawyers and accountants
are investigating all aspects of
his relationship to Yeshiva Uni-
versity,” said Hedy Shulman, a
spokeswoman for the university.

The most recent tax filings for
the university show that its en-
dowment fund, a separate char-
ity, was heavily invested in hedge
funds and other nontraditional al-
ternatives at the end of its fiscal
year in 2006.

The school paper, the Yeshiva
Commentator, recently reported
that its endowment’s value had
dropped to $1.4 billion from $1.8
billion — before the scandal
broke.

Trust Is Lost, and Everything Else, After a Trader’s Staggering Fraud
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Investors in the lobby of Bernard L. Madoff Investment Securities in Manhattan.

Reporting was contributed by
Stephanie Strom, Julie Creswell,
Eric Konigsberg, Zachery Kouwe
and Charles Bagli.
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