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Introduction


It’s the largest theft by a private individual in financial history.

—STEPHEN HARBECK, PRESIDENT (2003–2019), SECURITIES INVESTMENT PROTECTION CORPORATION (SIPC), ESTABLISHED BY CONGRESS TO HELP BAIL OUT DEFRAUDED INVESTORS

You could investigate this case for fifty years and not be done, and not explore everything there is to explore, and not go down every avenue, and not get to all the truths. You could do this for fifty years and still leave a lot on the table.

—MATTHEW L. SCHWARTZ, LEAD “MADOFF FIVE” TRIAL PROSECUTOR



The first time that history’s greatest financial fraudster contacted me was in January 2011, a month after his eldest son, Mark, hung himself from his dog’s leash on the second anniversary of his father’s arrest. The email’s subject line read simply: “Inmate: MADOFF, BERNARD L.” It came via the “Trust Fund Limited Inmate Computer System,” operated by a private company, CorrLinks, that is contracted by the Bureau of Prisons to provide email service to all federal inmates. Prisoners pay a nickel a minute to use the system. They can afford it by earning wages for work starting at twelve cents per hour, or by receiving cash into their “email accounts” from outsiders—something that Bernie hit me up for on too many occasions in order for me to keep communicating with him. (It turns out that he had way more dough in that account than he needed from me.)

That first email, of what would become hundreds over the years, stated that Madoff was seeking to add me to his contacts list. I had the option of accepting or blocking him forever. In hindsight, I sometimes wish I’d chosen the latter—spending time with Bernie was a frequently tiresome exercise—but now, after more than fifteen years on the case, I am finally able to illuminate some of the most elusive questions in the whole saga: When did his Ponzi scheme begin? How, precisely, did it work? And, to paraphrase that oft-used line from the Watergate-scandal era, what did his family know, and when did they know it?

Besides, how could I say no? As a longtime financial investigative reporter, one with a special fondness for scammers, I could hardly pass up the chance to probe the unrivaled superstar of swindlers. Bernie was the architect of the world’s biggest and longest-running Ponzi scheme. And now he was opening the door to me.

“Thank you for your kind card,” the 2011 email began, referring to a note of condolence I’d sent him following his son’s suicide. Bernie didn’t know me in the slightest, but under the circumstances, and despite the number of his investors and their descendants whose financial lives were wrecked by the Ponzi, I felt at least some compassion for the man. Mark, forty-six, had not only chosen the second anniversary of his dad’s 2008 arrest as the day to kill himself, but also he did it with his two-year-old son, Nick, sleeping in a nearby bedroom. Family members made it clear to Bernie—not even six months into a 150-year sentence in a North Carolina prison—that under no circumstances was he to show up at Mark’s funeral, even if he could have gotten a pass from the warden to attend. (Four years later, he would also be barred from the funeral of his younger son, Andrew, who died at the age of forty-eight from a recurrence of lymphoma.) Losing your only children is a life sentence in itself, but to mourn them from a literal cage has to be unbearable, even for a financial cannibal.

My note had an ulterior motive, of course. I hoped that sending a card without explicitly requesting an interview might nudge open a line of communication. Madoff had been swamped with media requests since his arrest, and, after all he’d been through, I could hardly blame him for shunning reporters or even just wanting some peace. But it couldn’t hurt to try.

My first letter to Bernie, in which I did request an interview, had been in early 2009, three months after his arrest. No answer. A year later, I sent another letter—a request to visit him in prison—which was also ignored. This time, finally, a response. (Throughout this book, I will quote Bernie’s written communications verbatim, without corrections for grammar, spelling, punctuation, or formatting.):


I CAN ASSURE YOU THAT THE CIRCUMSTANCES THAT CREATED THIS DISASTER HAS YET TO BE TOLD. Richard, if you like to arrange a visit you must contact the Institution and ask for a special visit through the warden at Butner. Bregards, Bernie.



And so began a relationship with “Bregards, Bernie” that endured for a decade. It had its share of ups and downs, and periods of silence on both ends, but between that first message and my initial visit to the Federal Correctional Complex in Butner, North Carolina, in early 2011 and his death, at age eighty-two, on April 14, 2021, I received more than three hundred emails from Madoff and emailed him more than four hundred times. He also sent me dozens of handwritten letters (mostly to me, but sometimes copies of letters he had written to others or that others had sent him). We had roughly fifty phone conversations, which I recorded, and I was granted permission from subsequent wardens to visit him a second time in 2014, and a third time in 2019. Printed out, my Bernie communications file runs to more than a thousand single-spaced pages in 12-point type—much of it colorful, but too much of it useless. Such are the perils of spending a decade with a pathological liar.

Nevertheless, I have been able to triangulate between Bernie’s slippery testimony and the memories and documentation of others to nail down for the first time what I feel confident are certain crucial truths about his case. In addition to reviewing more than 100,000 pages of documents—legal, personal, financial—in an effort to sort out the saga, I have drawn on more than three hundred interviews with everyone from current and former federal regulators, prosecutors, FBI and SEC agents, fund liquidators, and investigators working for a court-appointed trustee, to Wall Street experts, criminal defense lawyers, Madoff family members, former employees, and school classmates who knew both Bernie and Ruth, his future wife. All have helped me to put Bernie into perspective. The passage of time has proved helpful. And with that passage of time, more of them have been willing to speak.

It is hard to overstate the magnitude of what Bernie pulled off, or almost did. Louis Freeh, the former FBI director and federal judge who reviewed a small portion of the Madoff scheme, noted that in his decades of experience in federal investigations, he had “never seen such a sophisticated, elaborate infrastructure and operation for deceit and deception that served to protect an underlying fraud scheme of such mammoth proportions.”

There are plenty of species of financial scams, but Bernie’s—the Ponzi scheme—is a classic. In its simplest form, a Ponzi involves taking money from one investor (as an investment) and passing it to another investor (as a profit) in a zero-sum game of financial musical chairs. In other words, robbing Peter to pay Paul. It’s a crime that’s been around for thousands of years but finally got its enduring name from Charles Ponzi, a Boston con artist who ran a scheme for a mere eleven months, from 1919 to 1920. Charles did it with postal reply coupons (which can be exchanged for stamps), promising his investors a 50 percent profit within forty-five days or a 100 percent profit within ninety days. Madoff did it with fake trades of stocks and more modest but consistent returns, for decades. Most Ponzis fall apart after a year or two. The longest known Ponzi scheme prior to Madoff’s arrest—launched in 1985 by a nobody named Dennis Helliwell, with an “exclusive fund” supposedly operated by a bank where he worked that turned out to be just his personal checking accounts—lasted for only eleven years and grew to just $5 million.

The mechanics are simple, but irresistible to the gullible. A Ponzi’s architect uses the allure of fantastical returns to lure in the next wave of investors; each subsequent wave’s money is then used to pay off the previous wave—although many investors choose not to redeem their purported profits but instead let them continue to “grow.” So long as there is a sufficient supply of new money coming in at the bottom of the pyramid, the schemer can afford to pay other investors—especially those higher up—the promised returns. If, for whatever reason, the supply of new money dries up, and investors start requesting (or demanding) their money, that’s when the plunderer either gets busted or flees. It’s a story as old as the pyramids. Or at least pyramid schemes.

The broad outlines of Madoff’s Ponzi and worldwide legacy are widely known. Early followers of the Bernie saga know much of the minutiae. And yet a new generation knows little to nothing about him. Prior to 2013, given a public clamor for details, a dozen books were published. At the time, FBI agent and spokesman James Margolin drew me a graph showing that the terrorist attacks of September 11, 2001, understandably, generated more media calls than any other event in the New York field office’s history. Next up was the Madoff case. Everything below that barely registered on his graph.

But 2013 was far too soon for the saga to be understood. In the years since those books were published, the story has largely gone dark, with numerous questions still unanswered. And, in fairness, the early 2010s was far too early for outsiders to make sense of the story, including the fraud’s origins. It was not until 2013 that the trial of the “Madoff Five” (the only criminal trial of any of his former employees) even began. All told, fifteen Madoff associates either pled or were found guilty between 2010 and 2015, only six of them ratting on others to reduce their sentences or avoid prison. And well over a hundred legal battles continue to unfold to this day, shedding occasional splotches of new light on the scandal as they crawl through the world’s court systems.

Madoff began his company, Bernard L. Madoff Investment Securities (henceforth, BLMIS), in 1960 at the age of twenty-two. At the time of his arrest on December 11, 2008, his then-active 4,900 client accounts—held by individuals, family trusts, charities, colleges, pension funds, hedge funds (pools of money from the wealthy for high-risk investments), even banks—had an estimated $68 billion of assets on paper. Never mind that there was actually less than $300 million in Bernie’s coffers; from his investors’ point of view, Madoff made $68 billion disappear almost overnight. Freeh was essentially right: Bernie had engineered the greatest known fraud in human history.

In late 2023, fourteen years after Bernie’s arrest, the US Department of Justice announced that its Madoff Victims Fund (MVP) would send the latest batch of recovered money to more than twenty-four thousand people worldwide who’d lost actual principal investing in funds that in turn had invested with Madoff. That lifted the total disbursements from the feds to $4.2 billion for more than forty thousand people worldwide. And that’s separate from the thousands of other people who invested directly with Bernie, which a court-appointed trustee with a team of lawyers and investigators is responsible for locating, recovering, and distributing funds to customers who lost principal.

“9-11 was a terrorist attack,” says Robert Fagenson, a former vice chairman of the New York Stock Exchange (NYSE), who recalls watching, in his thirty-ninth-floor office off Wall Street, one of the hijacked passenger jets crash into the World Trade Center—halting the markets for four days and changing the world forever. “Bernie’s crime in many ways was also a terrorist attack. It was just a different type. I mean, if you think about the tens of thousands of victims and their families, they feel no less violated. In all my [fifty-seven] years in the business, he was probably the biggest surprise—and I’ve been through a lot of crises as the markets went up and down.”

Those financially harmed—destroyed, in many cases—by Bernie reads like a Who’s Screwed Who in the sports, business, entertainment, academic, and philanthropic worlds: publisher and real estate baron Mort Zuckerman; Baseball Hall of Fame hurler Sandy Koufax; actor John Malkovich; film director and producer Steven Spielberg; New York Mets co-owner Fred Wilpon; entertainment mogul David Geffen; Larry Silverstein, developer of the rebuilt World Trade Center; Home Depot cofounder Ken Langone; actors Kevin Bacon and his wife, Kyra Sedgwick; talk-show host Larry King; Bed Bath & Beyond cofounder Leonard Feinstein; New Jersey US senator Frank Lautenberg; actress Zsa Zsa Gabor; billionaire Norman Braman, a former owner of the Philadelphia Eagles; entertainment industry executive Jeffrey Katzenberg; L’Oréal heiress Liliane Bettencourt, the world’s richest woman; prolific movie screenwriter Eric Roth; and organizations such as the International Olympic Committee, the American Jewish Committee, Yeshiva, Brandeis, and New York Universities, Boston’s Museum of Fine Arts, the Hadassah Jewish women’s charity, and on and on and on. “We thought he was God, we trusted everything in his hands,” said Nobel Prize winner and Holocaust survivor Elie Wiesel, whose foundation was wiped out by “Bregards Bernie.”

I was particularly eager to ask Madoff how he could possibly steal from Wiesel, the iconic witness and voice for the victims of the Nazi death camps. Hadn’t Elie, who made it through Auschwitz and Buchenwald—where his mother and younger sister were gassed to death, and his father starved—suffered enough? Were there no boundaries that Bernie, especially as a fellow Jew, wouldn’t cross?

Wiesel declined to be interviewed, but I met him briefly at a Jewish charity lunch several years before he died in 2016. I asked if there is any healing after being fleeced by Bernie. “Never,” he replied. However, the camp survivor added, “We’ve been through worse.”

In a phone conversation four years after we first met, Bernie dodged the question of how he could possibly harm such a sympathetic figure, and quickly came up with this instead: “Elie Wiesel came in at the request of friends of mine, who I’ve known forever. They put me under pressure to invest for him. Everyone put me under pressure. I did have a dinner with him once. You can’t even have a conversation with Elie; you can’t hear what he’s saying. He’s full of shit, that guy. First of all, he didn’t lose any money [principal], like everyone else claims. He’s counting the profits.”

He went on to disavow any responsibility for the financial calamities he’d visited upon countless boldface names. “Celebrities I never solicited or even met with. Steven Spielberg, David Geffen—that group came in because they had a professional money manager that handled them in California; some guy named Jerry something from Beverly Hills. People like [John] Malkovich came in again through a professional advisor who was a client of mine for years. Kevin Bacon came in because his father-in-law, Kyra Sedgwick’s father, is a very major art dealer in New York who was a client of mine for twenty-somewhat years. I never solicited anybody like that because, quite frankly, I didn’t want any high-profile people in there. I turned down Michael Jordan. I turned down Derek Jeter. Their financial advisor wanted me to take them; I just didn’t want them.”

Mort Zuckerman? “I never even knew Zuckerman was a client. I never knew half these people. I never knew Larry King was a client of mine.”

And so it goes, as Kurt Vonnegut would say. Or to paraphrase Chico Marx (in disguise as brother Groucho’s character in Duck Soup): Who ya gonna believe, me or your own eyes?

Few Bernie clients did any due diligence; most weren’t exactly trained to comprehend a trading statement, or bothered to read theirs carefully. “You show me a dress, being an old seamstress myself, I can tell you if it was put in by hand, by machine, if it’s this kind of zipper or that,” says octogenarian supermodel Carmen Dell’Orefice, who socialized regularly with Bernie and his wife, Ruth, for many years, She lost her life’s savings. The stock market is “not my field, and I haven’t thought about it or studied it in depth,” Dell’Orefice tells me. “People who appear to be in the business and seem to be operative in—listen, if it was good enough for Elie Wiesel, it was good enough for me.”

That kind of blind faith is a Ponzi scammer’s lifeblood. Who among us with a brokerage or IRA account—be honest—has bothered to take thirty seconds to type their broker or investment manager’s name into the search bar of Wall Street’s database of “disciplinary actions” at the Financial Industry Regulatory Authority (FINRA), the self-regulatory organization for securities firms?

People spend more time researching a new TV purchase than they do a Ponzi’s can’t-lose proposition like Madoff’s. (I actually did that FINRA search after I began the reporting for this book and found out that my eighty-three-year-old Merrill Lynch broker, Harold “Hal” Kahn, who has since died, committed a felony in 1968. According to the records, he helped his father-in-law omit income on his tax returns from the sales of securities. Hal pled guilty, paid a fine, and the case against his wife’s dad was dropped. When I confronted Hal about it, he explained that he was trying to help his father-in-law out of a financial jam and regretted having broken the law. The answer satisfied me, and I kept my account with him because, well, I really liked and trusted Hal. But had he made-off with my IRA, I would have had nobody to blame but myself.)

Supermodel Carmen is in good company. Scores of institutions failed to do enough due diligence—or any at all. A legion of red flags was ignored. The biggest flag of all: month after month, year after year, decade after decade, in up markets and in down markets, Madoff returned between 15 percent and 20 percent “profits” to most of his customers. Those he especially liked “earned” as much as 50 percent on paper. Or more.

Those kinds of consistent profits are just not possible on Wall Street. Madoff lured in his investors—and kept them in—by keeping his club selective. Not everyone could join, causing many to beg for admittance, like gaggles of nightclub patrons standing outside the velvet rope and hoping to get picked by the doorman. The so-called smart money—professional investors; finance types in general—was, as a rule, excluded. A man of few words, Bernie had an almost cult-leader allure. Those he did accept were expected to keep quiet about their relationships with him. And if you asked too many questions about Madoff’s delectable payouts, you could get shown the door—like Seinfeld’s Soup Nazi refusing to serve his spectacular concoctions to those who annoyed him.

In his 2009 book Think Like a Champion: An Informal Education in Business and Life, future president Donald Trump stated that Madoff solicited him to invest but that he declined. “He’d say, ‘Why don’t you invest in my fund?’ ” wrote Trump. “I didn’t know much about him and I’m not a fund guy, so I said no. I had enough going on in my own businesses that I didn’t need to be associated or involved with his.” Countered Bernie, with a chuckle: “You know, he claimed that he never invested with me, which is true. And he said that I approached him, which is not true. I never approached him for anything. I played golf with him once at his golf club, [which] my brother was a member of. You know, that’s typical Trump, to say he was smart enough not to invest.” He chuckled again. Imagine that: a golf matchup between two of the world’s greatest fabulists. In this case, I believed Bernie.

To understand the architecture of the fraud, it’s essential to know that BLMIS was composed of four business units, three of them housed (starting in 1987) in 885 Third Avenue—the iconic Lipstick Building, so named because the thirty-four-story, red-granite skyscraper resembles a giant tube of lipstick—and one based in London. Think of each unit as a separate company, for the most part, under Bernie’s umbrella.

The nineteenth floor, the home of two of the units of BLMIS: the largely legitimate broker-dealer and proprietary trading wings. In “prop trading,” as the latter is known in Wall Street parlance, traders buy and sell equities from the company’s own inventory of stocks in order to produce profits. Bernie allowed those traders to keep 25 percent of their net trading gains, in line with most Wall Street firms’ practices.

As for the broker-dealer unit, for decades it engaged in genuine trading with some of the biggest financial institutions in the world: Bear Stearns, Charles Schwab, Fidelity Investments, Merrill Lynch, Morgan Stanley, the Vanguard Group. Those firms acted on behalf of individual clients (people like you, perhaps); Bernie’s broker-dealer unit simply executed trades in response to external orders. That’s known on Wall Street as market making. For certain years in the 1990s, BLMIS was the sixth-largest market maker in the S&P 500 (the Standard & Poor’s index tracking the stock performances of five hundred of the largest US companies) and accounted for 8 percent to 10 percent of the total volume of equities bought and sold on the New York Stock Exchange. This impressive feat is confirmed from interviews with credible Wall Street experts such as Alan “Ace” Greenberg, the late legendary chairman of Bear Stearns, as well as Harvey Pitt, the former chairman of the US Securities and Exchange Commission (SEC), who died in 2023.

Before Bernie’s arrest, and even for years afterward, no one questioned the longtime legitimacy and legality of those two units, market making and prop trading, run by his younger brother, Peter, and Bernie’s two sons, Mark and Andrew. Madoff used that legit side of the business as a kind of beard, leveraging his prominence to insinuate himself into major roles on Wall Street. He served on various committees of the SEC. For eight years, he chaired the National Association of Securities Dealers Automated Quotations (NASDAQ) exchange, a largely ceremonial post. In a letter to me, he proudly scribbled fifteen industry titles he’d held since the 1980s. Among them: chairman of the National Securities Clearing Corporation (NSCC), a company owned by banks and brokers that performs the actual post-trade exchanges of securities on behalf of buyers and sellers; member of an SEC trading committee; chairman, intermittently, of three NASD committees, on market surveillance, regulatory matters, and market automation. (The NASD, or National Association of Securities Dealers, was once a self-regulatory organization for the industry, replaced in 2007 by FINRA.)

A scale drawing of the nineteenth floor, dated July 2008 (five months before Madoff’s arrest), shows the trading desk, with seats for (in order): Andrew, Peter, Bernie, and Mark. (Bernie, who barely knew how to look at a computer screen, rarely sat there—except to blab or have lunch with his sons.) On each side of the trading desk sat the firm’s legit traders and others.

The nineteenth floor was also the location of large corner offices of both Bernie and his brother, Peter, BLMIS’s senior managing director. Next to Peter were the offices of Mark and Andrew. And next to Bernie were the offices of a David Kugel, a longtime BLMIS trader, and Stanley Shapiro, a big investor and a nonstaffer. (Kugel was convicted and sent to prison. Nobody at BLMIS could figure out why Shapiro, another subject of Chapter Eight, even had an office there.) There were no other offices anywhere near Bernie’s.

On the eighteenth floor was the office of Ruth Madoff, as well as the office of Sonny Cohn, who ran a boutique brokerage from his desk named Cohmad Securities Corp., which was one of the biggest conduits of investors into the Ponzi. That entity, whose name combines Cohn and Madoff, was also the home for a $60 million account for Ruth that she tried unsuccessfully to keep after the scheme collapsed. (Cohn is a subject of chapter 8.) And not far from Ruth, on the other side, was the office of Shana Madoff, who reported to her father, Peter, and who would narrowly escape an indictment.

The third unit of BLMIS was overseas: Bernie had a controlling stake in a brokerage firm in London called Madoff International Securities Limited (MSIL), in which other family members held minority stakes. Launched in 1988, it became one of the first US companies to belong to the London Stock Exchange, employing twenty-five people by 2008.

But all of those components of BLMIS rested on the foundation of the seventeenth floor, where the computer systems were known internally as “House 17.” This was the home of the so-called investment advisory (IA) unit, or wealth management arm. This was where the Ponzi grew and thrived and spread throughout the world like a pandemic—and where most of the firm’s money, it turns out, was earned and kept.

Like on a conveyor belt in a factory that manufactures rat poison, this unit was where fake documents were churned out robotically by a few longtime employees for thousands of customers, utilizing personal computers as well as an IBM computer system that was long obsolete. Computers that talked only to one another and were not even connected to the eighteenth or nineteenth floors or to MSIL in London—let alone to the stock exchanges.

While investors were often taken to the nineteenth floor for tours of the broker-dealer unit’s state-of-the-art trading desk built by a proud Peter, a technophile, no one offered tours of seventeen. There wasn’t even a BLMIS sign on the door; a special keycard, which few employees possessed, was needed to get inside. Not only that, but also in the last eight years of BLMIS’s existence, if not earlier, Bernie was taking some $799 million in funds from his individual investors in the Ponzi scheme to help prop up the legitimate side of the business, which often lost money due to increased competition and technological advances on Wall Street. In that way, it all got intermingled in the end; a big, dirty financial hairball. Bernie denied intermingling, but the evidence is indisputable. Peter, a lawyer, not only coheaded the legit trading desk but also served as the company’s chief of compliance—responsible for ensuring that the enterprise met outside regulatory and legal requirements, as well as internal policies and bylaws. In the end, Peter was sentenced to ten years in federal prison for clearly abdicating those fiduciary duties; daughter Shana, also an attorney, who worked as the firm’s compliance counsel under her father, was never charged.

Ironically, says Fagenson, “[Bernie] Madoff became a poster child for competing with the ‘Big Bad NYSE,’ as the guy who championed electronic trading and the use of computers and the use of technology to compete.” Thanks to propellerhead Peter, BLMIS was among the Wall Street firms on the cutting edge of automation—which makes those old House 17 machines look even more suspicious. Those relics used homegrown software programs coded specifically to backdate trades; they could be tweaked to deliver specific “profits” for specific clients. Printers spat out the statements, plus false trade-confirmation slips. It would all go into envelopes and be distributed by snail mail. Always snail mail. Quaint. Small-town. Old-fashioned. If it’s on paper, well, it must be legit, right? Until the very end, in 2008, customers were unable to view their statements online. Nor could they email anyone on the seventeenth floor who was overseeing their accounts. That alone should have set off alarm bells. Instead, the bells jingled only every Christmas and Hanukkah, when Bernie Claus (so tagged in court by a prosecutor) would adjust the statements of favorite clients to gift them some extra gelt.

In retrospect, the money machine Bernie built was not that complicated—Ponzis rarely are. The central mechanism here was the backdated trade confirmation slip. In a legitimate stock trade, a buyer and a seller are connected through a broker (or market maker) to transfer ownership of a security at the stock’s current price, minus a small margin that goes to the broker as a fee. The broker is transparent about the stock’s buy-versus-sell price, and everyone knows what he or she is getting. Such a trade typically takes place in a matter of minutes or even fractions of a second.

Put simply, backdating literally meant having one of his seventeenth-floor puppets pick up the Wall Street Journal or (in later years) look at a Bloomberg computer terminal to see how the stocks of well-known companies performed on the prior day (their highs and lows)—and then picking prices within that range for the imaginary “buys” and “sells.” It doesn’t take a genius to predict the past.

“It was widely known within BLMIS that I had little technology skills,” beamed Bernie in a 2013 email, during the Madoff Five trial. “The running joke within our firm was that I would never realize that my computer keyboard was disconnected. My only needs were to view the monitor to gauge the market movements. I even had to have the tech staff sign me in to start my computer if it turned off by mistake. My talents laid in trading and marketing and conception, and not tech, which was the province of my brother and sons and others.”

He may not have known how to turn on his computer, but—over and over again—Bernie insisted to me that he single-handedly was a legitimate and successful options trader for his IA clients from not long after he launched his company in 1960 until 1992—when, he maintained, he made a “tragic mistake” that snowballed. (Briefly put, stock options are contracts between two parties that give the buyer the right to buy or sell a stock at a specific price and by a specific date.)

The tale of Bernie’s alleged mistake, or “my problem,” as he often downplayed it, is so convoluted that some investigators are still trying to unravel it. (At its crux, a Ponzi scheme is one of the simpler frauds there is. But little about Madoff’s octopean universe was simple.) In parts of the book, I will be referring broadly to “investigators,” in order to protect some identities, as many of them could face disciplinary actions or worse for having shared information. Where they can be named, they are.

Many questions still swirl around Madoff, but perhaps the most crucial is not only the ultimate scale of the fraud but also the scale of the complicity in it—among Bernie’s investors, bankers, and family members alike. In other words, the enablers. In this book, I will try to provide clarity on the following unanswered questions:


	When did the world’s greatest fraud begin? Several years after the October 19, 1987, stock market crash known as Black Monday, as Madoff insisted? Or was it a fraud from the start of his career in the early 1960s?

	How involved were his wife, brother, sons, and niece? What did they know?

	Did his biggest investors lead to his downfall, as Bernie insisted?

	Did Bernie shred the evidence, or do we have everything?

	Why didn’t anyone at JPMorgan Chase (JPMC), the longtime home of the Ponzi checking account, get indicted? And what are the largest foreign banks hiding?

	Why were the only people tried for the Madoff fraud five mid-level employees with limited education and financial acumen?

	
Why did some of Bernie’s clients receive extra and stratospheric returns?

	Why did those who directed clients to Madoff ignore the obvious?

	How did Wall Street heavyweights miss this so completely? (Or perhaps they didn’t?) And did the SEC deserve the backlash?

	And Bernie’s brain: How did he morph from a mild money manager into a historic sociopath? Or is it psychopath?



Over my decade with him, I gave Bernie the benefit of many doubts, as I went granular with him into the elaborate yarns he insisted were true. Some of his minor claims are indeed true, while the biggest and most important ones are as false as his customer statements.

I had to hang on to his tail for as long as the project needed to last. Most people tell white lies from time to time, so I cut him some slack on that. His explanations were astonishingly consistent for years, perhaps because he’d had plenty of time to rehearse them in his prison cell, or perhaps he’d concocted these alibis long before he was found out. Or maybe because he indeed believed things that never happened. I was not inside his head. And I’m unaware of any existing document or audio recording in which Bernie states that he will or has knowingly told a major lie—and I rarely caught him telling one. But with the passage of time, the inconsistencies give him away. Parsing them out has been a fifteen-year process. Several years before Madoff died, I told Arthur Levitt, the former chairman of the SEC, that Bernie and I are apparently both in prison for life. This book marks my escape. At least one of us made it out.






1 Bernie in Butner [image: ]



What I did was terrible. I’ll never forgive myself. But it’s not like I planned it. If I did, I would have done it better [chuckles]. I’d have been somewhere like Montenegro with no extradition treaty. There were times I had four billion in cash sitting in the bank. When you have the money I had, and the banking connections I had, I could have disappeared. But I wanted to take responsibility, and at least try to get the money back for people.

—BERNIE FROM PRISON, IN BUTNER, NORTH CAROLINA, 2011



When the headlines started roaring in December 2008 that Bernard Lawrence Madoff was busted for running a $50 billion Ponzi scheme (upped later to $64.5 billion, and then to $68 billion), most Americans’ first reaction was, undoubtedly, “Who?”

The global financial crisis, the worst since the Great Depression, was in full bloom at the time, leaving legendary giants such as Lehman Brothers bankrupt and the likes of Bear Stearns and Merrill Lynch so broke that they needed to be rescued. But Bernie, who became the human face of the crisis, was by no means a household name. He was little known outside certain circles of investors, brokerage houses, regulators, bankers, and top Wall Street executives (a number of whom believed he was a con man but kept their mouths shut). And that was the way Bernie wanted it. To the greater world, he was a nonentity, a nobody—a mediocre high school student from Queens with a nasal dialect and grades just high enough to get accepted to a mediocre Alabama college he dropped out of after one year.

The announcement of Bernie’s arrest transformed him into a world-historical figure. Sixty-eight billion bucks, laid end to end in dollar bills, would encircle the Earth approximately 265 times. Now add another 104 circles to calculate the fraud’s value in today’s money: $100 billion, give or take a billion. That’s nearly two million times what the average American worker earns in a year. It is fifty times the SEC’s entire budget, which, as we’ll see, is the real reason the much-maligned agency was unable to detect Madoff’s fraud. With $100 billion, you could own Luxembourg (gross domestic product, $91 billion)—one of the countries that Madoff “feeder funds” used for funneling money to Bernie, thanks to their strict banking secrecy.

To put Bernie’s arrest into further context, consider the Enron scandal of 2001, one of the largest accounting frauds in history, which dinged the energy behemoth’s shareholders to the tune of $74 billion over the four years leading up to its demise. While that rip-off was slightly bigger than Bernie’s, the Houston-based firm was widely known as one of America’s largest publicly traded corporations, with two hundred thousand employees. So, too, WorldCom, once America’s second-biggest phone company (with eighty thousand employees), which collapsed in 2002 in an $11 billion fraud. By comparison, BLMIS had less than two hundred employees. And Madoff accomplished his swindle with just a handful of untrained, largely untalented, and, in many cases, barely educated staffers; a few computers; and a floor of leased office space.

The $68 billion figure aggregates two distinct sums: an estimated $22 billion in loss of principal actually invested by customers, and $46 billion in phantom profits listed on their final monthly statements. Of the $22 billion, roughly 75 percent of it had been recovered by early 2024—some by the federal government but the vast majority of it by an eighty-two-year-old court-appointed trustee named Irving Picard (“the idiot Picard,” as Bernie referred to him routinely). Picard, a veteran bankruptcy attorney with an iron will, is spending his golden years forcing so-called net winners to return their ill-gotten profits to the “net losers,” who lost principal—a compensatory Ponzi in reverse, if you will, although few net winners feel it is fair.

Those recoveries, called clawbacks in industry jargon, continue to this day, a few tens of millions of dollars at a time. In February 2024, in what Picard called the fifteenth pro rata interim distribution to Madoff claims holders, he distributed $45.2 million to Bernie’s losers, with more than eighty cases still to be litigated as of that date. Many of those cases are still being fought at every step by individuals and banks eager to hold on to their winnings. As of early 2024, banks all over the world—from Citibank, Credit Suisse, and HSBC to Natixis (France), Nomura (Japan), and the National Bank of Kuwait—that received the funds through what is known as “subsequent transfers” are also battling to fend off the tenacious trustee’s claws.

At his investigation’s peak, Picard had more than 200 lawyers, investigators, and industry experts working on the more than 1,000 lawsuits that he’d filed. Their work is overseen by the Securities Investors Protection Corp. (SIPC), which was formed in 1970 by an act of Congress in order to build confidence in the securities markets. By pooling fees from brokerage houses, SIPC protects investors from theft, in part by reimbursing them for missing securities up to $500,000 and financing any necessary liquidations and investigations.

How much will the world’s losers ultimately get back per dollar invested with Bernie? Eighty cents on the dollar? Ninety? More? And how many total losers and winners are there in the world? “There is no possible answer to your question,” says Kenneth Krys, the Cayman Islands–based liquidator for Fairfield Sentry, the largest feeder fund into Madoff. That’s because, in Picard’s case, he’s responsible for locating, recovering, and distributing money to individual losers who invested directly with Madoff—and by all accounts he has outperformed expectations, hauling in nearly $15 billion over the fifteen-plus years he’s been on the job. But Picard isn’t tasked with recovering money for people who lost their principal in funds invested in Madoff—that’s the feds’ job. And offshore feeder funds comprise yet another money pot, and they’re overseen by a half dozen trustees (mini-Picards) in places such as Luxembourg and the British Virgin Islands. In short, says Krys, it may never be possible to come up with accurate totals.

But numbers tell only part of the Madoff story. To grasp the enormity of his “accomplishment,” you need to envision the cosmos that Bernie had created. It was like an elaborate Hollywood set, propped up with poles, behind which stood… nothing. “The first term that came to me to describe this is that I was living in the Matrix,” says a top trader who worked on BLMIS’s prop-trading side. “But you can also view it a little bit like a Potemkin village. Everyone idolized Bernie until December 10 [the day before he was arrested]. As my wife said, it was a death. We all cried continuously for the first week. Obviously, he was brilliant at constructing legitimate businesses to provide cover. He manipulated everybody.”

Bernie’s Ponzi started with what’s known in the law enforcement community as an affinity crime—which, in his case, meant robbing fellow American Jews before moving on to engulf other investors around the world like a financial tsunami. When Bernie was sentenced to what was essentially life plus on June 29, 2009, it was for eleven felony charges, including securities and investment advisor fraud, perjury, filing false statements with the SEC, and even theft from an employee benefit plan. From his cell, he denied none of it.

The days and weeks following Bernie’s arrest triggered the bloodlust of the press. The New York Post called him “The Most Hated Man in NY,” in huge all-caps type on its front page. The Wall Street Journal published a list of thousands of investors who lost money—along with their mailing addresses—which angered and embarrassed many of them. News crews and apoplectic investors camped outside Bernie and Ruth’s duplex penthouse, where they were holed up. (“Jump!” read one protester’s sign on the street below.) Video surveillance and private guards followed him, as feds were worried he might either be killed by investors or by his own hand. He and Ruth would claim later, not entirely convincingly, that they tried to fatally overdose on the sleeping aid Ambien and maybe some Klonopin, a tranquilizer, which pharmacologists say is hard to do. Eleven blocks south, R. Thierry Magon de la Villehuchet, manager of a multibillion-dollar Madoff feeder fund, was more successful, cutting his wrists and biceps, and bleeding out into a wastebasket in his twenty-second-floor Madison Avenue office. Security officers discovered his body in a chair, with one leg propped up on his desk.

Before long, it became clear that Bernie had run nearly the entire Ponzi scheme out of a single checking account at JPMorgan Chase & Co., no. 140081703, nicknamed “the 703” by investigators after his arrest. Billions of dollars flowed through that lone account, with virtually none of the money used to buy or sell securities. It is estimated by Picard that JPMC made more than a half billion dollars in fees and profits from its relationship with Madoff, ignoring signs of fraud even as its due diligence unearthed evidence of it. (It’s an aggressive estimate by the trustee, but it’s the best we have.) Spokespeople for Chairman and CEO Jamie Dimon insisted that America’s largest bank did nothing wrong, but clearly changed their tune in 2014 when the financial behemoth agreed to a set of damning facts in a “deferred prosecution agreement” with the feds that should be required reading for anyone hoping to become a banker. “The banks had to know,” Bernie told me once, adding that he’d met multiple times with Chase’s president, Robert Lipp. “Chase will have a hard time. The reality of it is, the complicity of the banks and the feeder funds is very clear.”

Feeders are sub-funds that put all their investment capital into an umbrella fund for which a single investment advisor handles all the trading. Or is supposed to, anyway. Profits from this pooled money are then split proportionately to the feeder funds based on how much they had contributed to it.

Bernie, for his part, pleaded guilty—then refused to cooperate with criminal probes that could have fingered relatives, associates, and his biggest investors. Indeed, he went to his reward insisting that his wife, sons, brother, and niece knew nothing of his chicanery. At the same time, unable to resist playing the hero, Bernie would go so far as to claim later that it was he—not the authorities or “the idiot Picard”—who got most of the money returned to net losers, a feat he apparently pulled off by strong-arming two of his oldest, greediest investors from a pay phone by a highway while he was out on bail. He was like an arsonist who calls 911 after having set the fire and then sticks around to congratulate himself as the firefighters extinguish the flames.



Butner, North Carolina, home to Bernie’s prison, is one of those proverbial towns that time forgot. On its main street, the abandoned Exxon station still advertised gas for $1.29 a gallon—in 2011, when the state’s average price was nearly triple that.

There are several fast-food joints in Butner, but no supermarket. The most popular place to eat was Sam’s, a dive that seated fifteen people, where beef tips with string beans, cabbage, grits, and a Diet Coke ran you $6. It wasn’t exactly the nodino sassi being presented to diners at Primola, Bernie and Ruth’s favorite Upper East Side restaurant. But none of this mattered to Bernie. He’d never see the town.

My first meeting at Butner was scheduled for February 2011. At the prison, I went through an elaborate security process until a deputy warden approached and asked if I could step outside of the building with her. “I’m sorry, but Mr. Madoff changed his mind and won’t see you,” she said. “He says it’s upon the advice of his lawyers and that he will explain in an email to you.”

I flew home to New York and called Allan Dodds Frank, a retired CNN investigative reporter who was assisting me at the time. He alerted me that the New York Times had just published an exclusive online by a reporter who visited Bernie that very morning. In fact, she was already sitting with him when I showed up.

“Bernie screwed me,” I said in dumb disbelief.

“Get in line,” Allan said, laughing. “You’re number 22,834.”

It was illustrative, right out of the starting gate, of how Bernie operated.

“I am sorry for the mess up,” began Bernie’s next email to me. “I assumed that your visit would not happen for a while based on what has been the pattern with all visits for me, even my attorneys. While speaking to my attorneys last night, they advised me to not have any visits at this time due to the ongoing litigation. I will be able to see you as soon as these issues are resolved. I’m sorry for the inconvenience, but this is out of my hands.”

Of course, that wasn’t true.

“Bernie, I feel ill-used by you,” I wrote back. “We both know it wasn’t your lawyers who prevented you and I [sic] from further communications; it was your decision entirely. So what was it, and why? I really would like to know.”

I learned later that Bernie routinely stovepiped reporters, just as he did employees and investors, limiting what they knew about what he was doing or saying. To take one trivial example: he periodically asked me to help fund his email account, and, given that I needed to communicate with him, I decided doing that was a necessary expense, however uncomfortable it made me as a reporter. (“I do feel like a schnorrer,” Bernie wrote me after one of his requests, using the Yiddish word for beggar, or sponger. “I’m embarrassed but have little other options,” he wrote on another occasion.) But during one of my visits, a prison spokesman named Chris McConnell told me that “Bernie has got all you reporters wrapped around his fingers. He has plenty of money. He tells reporters the same story.” If information can be viewed as income, Bernie was running a mini–Ponzi scheme behind bars.

In July 2011 I went through Butner security again and this time got to see Bernie. It was the first of what would be three in-person visits over the course of the next eight years. Altogether I spent some six hours in Bernie’s presence—the wardens at Butner seldom granted access to reporters—but that time doesn’t include all the aforementioned phone calls, letters, and emails we exchanged over the course of the decade. What follows is a quasi-composite rendering of those one-on-one meetings, in the hope that I can convey a sense of the man while sparing the reader the redundancy of those interviews, in which I was compelled to revisit the same investigative ground again and again. And, really, who are we fooling here? The scenery doesn’t change much in a medium-security prison from one year to the next. And except for Bernie’s getting a little jowlier, a little wrinklier, and a little sicklier over those years, neither did he.

Because I was neither a family member, close friend, nor lawyer, my visits were deemed rare “special meetings,” limited to two hours. I was told that I could provide nothing to an inmate of any value—not even a piece of paper or gum. But Bernie had written me in advance: “By the way, you are allowed to bring up to $20 in quarters for the vending machines.” So I did.

There are few things more disturbing than visiting a prison, and while it was no supermax, Butner was plenty grim in its own way. A twelve-foot fence topped with razor wire gleamed like icicles in the blazing ninety-six-degree sun, with inmates penned inside like cattle with shivs. The heat only exacerbated the feeling that this place was hell. On the airplane down, my thoughts turned to Willie Bosket, a killer I’d visited in prison in 1989. Just as Bernie committed history’s greatest fraud, Bosket was considered at the time to be the most violent criminal in New York State history. At age fifteen he shot to death two strangers riding a New York City subway. (He had also battered a reformatory teacher, knifed a half-blind man, beat up a psychiatrist, smashed a prison guard’s skull, stabbed a second guard, and set his cell on fire seven times.) But he was more than a self-described “monster”; he was intelligent, well read, and sophisticated. And so dangerous that authorities had built him a special dungeon at the prison: a room lined with Plexiglas, with three video cameras tracking him. When I arrived, I found him chained backward to the inside of his cell door. When the door swung open, there was Bosket, pinned to the bars like a specimen in a bug collection. “I’m really a loving and caring person,” he assured me later.

There were no chains for Bernie, although plenty of investors who called him a financial killer would have loved to see them. His routine seemed to soothe him: up at four in the morning, coffee in bed (he had an instant hot water machine in his cell), reading or listening to NPR on his radio until breakfast. No Internet access, however, so Bernie would sometimes ask for news stories about his crimes to be sent to him. Then it was time for his prison job: in the kitchen in the early years, then the laundry room, and later (and extremely improbably) overseeing the inmate computer and telephone room. Lunch was from ten thirty to eleven; dinner at five thirty.

What Bernie seemed to love best was sleeping or sitting outside in the prison courtyard. He pointed to his deep suntan, noting that he spent much of his time in the yard, soaking up the North Carolina rays and strolling with Carmine “the Snake” Persico and Nicodemo “Little Nicky” Scarfo, “terrific guys” who’d been bosses of, respectively, the Colombo Mafia family in New York and the Scarfo family in Philly. “You adapt in prison,” Bernie said with a shrug, explaining away his friendship with the two homicidal godfathers. (Astonishingly, both had received lighter sentences for their multiple murders than he had for his swindles.) “You’re thrown together. No one asks about your crime. Never comes up in the slightest, and they never ask me about mine.” Madoff would deliver the eulogy for Persico, who died while still behind bars in 2019.

As I approached on our first meeting, Bernie smiled, eyes twinkling behind gold-rimmed glasses. His short salt-and-pepper hair was neat and had been trimmed into a slight Transylvanian triangle on his forehead. He seemed gentle, warm, vulnerable—likable. In fact, he looked pretty good for a guy who had run a $68 billion fraud and was serving a 150-year sentence.

Bernie’s hands were soft. His face betrayed no sign of the carnage he’d left behind. I felt the sudden urge to hug and comfort him, to give him whatever he wanted. Even in the clink, Madoff had that special power. I could see why so many investors (including a co-owner of a feeder fund that lost more than $7 billion in the Ponzi) referred to him as “Uncle Bernie.”

He began our first meeting by apologizing again for my having flown down for nothing a few months earlier. This time he blamed not his lawyers but prison officials for not letting him know which day I was coming. “It’s bureaucratic here, and difficult getting word about meetings,” he said. “The assistant warden is a ballbuster; a blonde woman who likes to rattle her sword. She has a power struggle with me for some reason. The staff hates her, everyone hates her. Makes it difficult for my visits.” Nonetheless, he said, he’s a “celebrity of sorts” inside the prison, and “the staff joke with me about how the food compares to New York restaurants.”

Our meeting had begun in a tiny visiting room, but we were soon transferred to a large, empty conference room that featured happy-pink padded chairs as well as framed posters of nature scenes on the walls, with the words “Teamwork,” “Performance,” and “Challenge” on them. “You’re getting the royal treatment,” Bernie said.

Once seated, I placed the quarters on our conference table and motioned for Madoff to have at it. “No, you have to do it,” he said. “I’ll have a Diet Coke.” Ouch. The greatest fraudster in history was not allowed to touch a coin. A billionaire who was once among the biggest market makers at the New York Stock Exchange not permitted now to get a soda for himself. But if he felt humiliated, he didn’t show it.

It’s tempting and perhaps common sense to dismiss everything Bernie says as bullshit. John Moscow, a former chief white-collar-crimes prosecutor for the Manhattan District Attorney’s Office who worked on Madoff cases for Picard, certainly did: “If a word or two of truth passed his lips, he’ll need medical care,” Moscow once told me. Prosecutors felt the same: after just two sit-downs with Bernie, they concluded he was so unreliable that any potential cooperation from him was useless. Bernie’s lawyer, a former SEC official named Ira (Ike) Sorkin, found this decision flabbergasting. Surely, he felt, his client could be of some help if he met regularly with the feds. But the feds disagreed. And yet: “The door was open, if Bernie was gonna be honest,” says former federal prosecutor Lisa Baroni, who led the Madoff-related investigations at the time for the US Attorney’s Office–Southern District of New York. “He certainly could have saved the government so many years of work, investigation, and expense, where we had to piece it together—literally document by document, witness by witness.”

A team of Picard’s investigators met with Bernie in prison in mid-2009. They came away feeling that he lied on some matters but told the truth on others—and so they used him simply to confirm or fill gaps in matters they knew already. That had been my experience, too, and often my strategy. At the same time, we all were convinced that in certain areas, Bernie believed what he was saying was true—even when it clearly wasn’t.

Liar or not, Madoff was an infuriating interlocutor. Although willing to discuss just about anything, he tended to control conversations by ranting endlessly about certain subjects. It’s a tactic that FBI psychologists told me is used by con men to throw off investigators. (So, too, the phrase “and so on and so forth,” which Bernie would slap onto the end of many sentences.) I learned early on in phone interviews with him that I needed to limit questions to perhaps two, maybe three, for each fifteen-minute increment that the prison permits at one time. “I only get 300 minutes a month,” Bernie complained early on, “and I pay five cents a minute, and I only receive a small salary here.”

During our first meeting, Bernie spoke mainly about how and why (in his view) the Ponzi scheme began. He was especially fixated on how purported betrayals by key investors who’d been with him since the 1970s—the “Big Four,” he called them—had driven him to it, exploiting him after the 1987 stock market crash, the sharpest market downtown since the Depression. “I knew the Big Four were generating false trades, backdated trades, tax losses, tax fraud,” he told me, in a classic case of projection. Did they know it was a Ponzi? “Nobody wanted to acknowledge what they knew, or [they] didn’t want to know. They had to know something was wrong,’cos they knew backdating was wrong. And they knew I was desperate at times. These guys are so greedy, and so obsessed with not paying any taxes, you would not believe it.” Take it from the decades-long tax cheat.

When he wasn’t working in the prison’s kitchen, Bernie said, he spent most of his time alone, mainly reading books. (Leon Uris’s classic and mammoth 1953 novel Battle Cry, about US Marines fighting in the Pacific in World War II, was on his plate.) He told me that while he enjoyed hanging out in the prison yard with Persico (“a very sweet man”) and Scarfo, he couldn’t abide the infamous convicted spy Jonathan Pollard, an American who pleaded guilty in 1986 to spying for Israel and was sentenced to life. “I don’t get along with him. I find him to be, you know, a total phony—he makes up these stories that he tells everybody about himself, and he walks around sort of kissing the ass of all the guards here. He’s just a really despicable kind of a character, you know.”

Our conversation ranged from the Ponzi’s genesis story—a critical area, as we will see—to why he thought the SEC had been blamed unfairly for not catching him, a view I share. Bernie was adamant that he never took on customers who couldn’t afford to lose all their money. How so? His earliest clients were extraordinarily wealthy and sophisticated, he claimed. But once he opened the doors to herds of clients, starting in the early 1990s, there was a minimum investment of $2 million, he insisted, and that number had to be no more than 50 percent of their liquid net worth. “They also signed documents attesting to that, and they also signed documents stating that this trading involved risks, and so on and so forth,” he pointed out, shifting blame down the food chain. “Whether people read that…” He chuckled. “I mean, that’s like any other disclaimer. Believe it or not, I also stated that there was always the possibility of fraud being committed by me or others.”

Bernie let drop that certain schools had reached out to him to teach business ethics. “How can I teach ethics?!” he marveled, revealing some measure of self-awareness. He said he had also been asked by fellow inmates to lecture and tutor them about business—until “the word got out.” A financial swindler teaching fellow incarcerated felons about finance did seem possibly ill-advised. “They don’t want me to discuss that [business] with inmates here,” he added, in case inmates “misinterpret” him as laying out a blueprint for a giant caper like his own. “So I was transferred from education to the commissary, which was actually a good move for me.”

Many lies start small. Many snowball in a way that feels unstoppable to those who got them rolling in the first place. “I know it’s hard to imagine, but I’m not a gambler,” Bernie claimed. “It’s not in my nature. I never played cards. Never bought lottery tickets.” But events outstripped him, he told me, leaving him with no way out of the hole he had dug for himself by taking money from friends, relatives, and strangers—and attaching big promises to them.

“I started in the 1960s with trading,” he said defensively. “Everyone thinks I woke up and decided to start to steal. I felt there’s nothing you can’t do with trading with my ability.” According to Madoff, he began stealing only after markets and some major clients turned against him, maintaining “I just had no choice.”

All that lying took a toll even on Bernie, at least to hear him tell it. “Oh, yeah. After awhile, you start bullshitting yourself to believe what you want to believe. ‘I’m gonna get out of this mess.’ And then you just block it out of your mind. I was going nuts. Sixteen years of doing this [Ponzi]. Not telling your wife and sons. I don’t know how I stood the stress. There must be something wrong with me to be able [to handle] the pressure. I woke up every morning for sixteen years—certainly the last eight or nine of it—feeling I’m not coming out of it. I was hoping for some kind of miracle. The only time I relaxed was on weekends, when I was on my boat.” (His biggest: an eighty-eight-foot megayacht aptly named Bull, which had a life-saving buoy named “Bullship.”)

This struck me as odd. Mafia hitman Nicky “the Crow” Caramandi—the guy who ratted out Bernie’s pal Scarfo—once told me that he hated to fly because “I think of all the rottenness I’ve done in my life when I’m on a fucking plane. All the evil.” Wouldn’t Bernie suffer the same pangs on a boat? His employees said Madoff was an absolute control freak at the office, and one could imagine he kept busy to avoid having to reflect on his fraud. But bobbing around on a boat in the open ocean? What else would even a con man have to do except stew in it all?

A former top FBI behavioral analysis expert named Joe Navarro understands why Bernie might have found some peace at sea. “The reason he felt safe on his boat is because he could see three hundred sixty degrees,” says Navarro, a pioneer of the science of unraveling the verbal and nonverbal behaviors of criminals. “And there’s no danger out on a boat alone. You can see all around you, and can see there’s no threats, and ‘Oh, I can relax—there’s comfort all the way around.’ It’s the threat of being caught that he fears. And if there is a threat, ‘I’m gonna see way out to the horizon so I’ll have a lot of forewarning that a threat is coming.’ ”

I asked Bernie if he ever sought treatment for depression during all those years of running and concealing the Ponzi. “There was no way out, so I don’t know if it would have helped,” he told me. “Now I’m upset every day of this; I have periods of depression. I’m on medicine for it. Sometimes it’s hard getting out of bed.” Referring to his public image following his arrest, he added, “This ‘evil monster’ thing developed.”

At times Bernie spoke of his Ponzi with almost a bemused detachment. “Ever since I’ve been here, this psychologist has really helped me a lot,” he exclaimed happily during one phone call. “After awhile, you start believing what you’re reading. Am I a sociopath? I had a lot of clients who were friends and family. How could I do this? It became a very personal crime.” Did his psychologist tell him he’s a sociopath? “No. She said people have the ability to compartmentalize. It’s like, I never understood how Mafia people kill and go home and hold their kids. She said, ‘You put it out of your mind.’ ” According to Bernie, his prison shrink never came up with a diagnostic label for him, at least not one that she shared with him. “Just compartmentalize,” he repeated to me.

“So you’re a compartmentalizer,” I said.

“Exactly.”

Bernie then moved from misery to victimhood: “All my friends are worried about clawback, which is why I think I didn’t receive a single letter on my behalf to the court. Everyone ran for the hills. I have not received one letter from friends or family members since I’ve been here. Not one… All of these people were friends, and happy to take these returns before this happened. Now all of a sudden everybody is upset.”

Unsurprisingly, Bernie felt he’d been railroaded, handed down a sentence seriously out of whack with the nature of his crimes. What was surprising was that I found myself agreeing with him. He hadn’t killed anyone, after all, and Irving “Clawback” Picard and the feds had been extremely effective in getting money back for the Ponzi’s net losers who’d been left holding the proverbial bag. But when I asked what justice for him would have looked like, Bernie responded dejectedly, “It’s hard for me to tell. Even if [it had been] twenty years, I would have been ninety when I got out. Maybe the situation would have been different if I was sentenced after they saw what the net loss was.”

Bernie said he gets twenty to thirty letters a day from people he doesn’t know. “They want me to be a mentor, they want autographs. I don’t answer them; I’m afraid they’ll use it in the media.” Or maybe sell it on eBay, where a cottage industry in Madoff paraphernalia and swag mushroomed for years and still exists to some degree.

A few months before my 2019 meeting with him, Bernie had requested clemency from then-president Donald Trump, the fellow yarn spinner he’d played golf with once in better days. He asked for a sentence commutation “simply as an act of mercy or grace.” A former prosecutor on his case called it “the very definition of chutzpah.” (In 2018 Bernie had made a previous request for clemency to Denny Chin, the judge who had sentenced him to the 150. Chin turned him down, saying that “it was fully my intent that he live out the rest of his life in prison.”)

In his request to Trump, Bernie pointed out that he never denied his crimes, pled guilty immediately, that his losing (direct) investors had already gotten back 75 percent of their principal, and that due to kidney disease, his life expectancy was eight years, which he said he felt was “overly-optimistically generous.” (He was right about that, as he’d be dead in two years.) Of course, it didn’t help his case that Madoff refused to rat on underlings or help the feds in other ways. Although Trump was profuse with pardons for many crooks, he denied Bernie’s request. A decade before, he had called Madoff “a Svengali for rich people” who “took their money like it was candy, chewed it up, and spit it out.”

Bernie said often that he was counting on my book to set things straight and was upset that I still hadn’t published it after a decade of work. He complained in an email that he’d probably be dead by the time it came out.

Madoff could become indignant when speaking of his crimes. He scoffed at those victims who were holding out for Picard to recoup their losses. Referring to a secondary market that had sprung up around the clawbacks—hedge funds offering to pay Bernie’s victims now for the right to collect their settlement money later—he grew hot: “To show you how stupid or greedy my clients are,” he told me, still speaking of them in the present tense, “they’re offered eighty cents on the dollar by these hedge funds years ago and wouldn’t take it. They feel they’ll be rewarded for waiting. Claiming they’re living in dumpsters and won’t take the money… All clients lie. Every client would call me and ask if there were any tax things or scams I can do. Pay the fucking tax!”

During our first meeting in 2011, when I had Bernie in a calm, reflective mood, I asked whether he’d had any contact with Ruth, his wife of fifty-two years, who’d been hunkered down post-arrest alone in the Manhattan apartment they used to share. The feds eventually seized almost all of their assets, including the apartment, but were allowing Ruth to keep a small sum of money—which Picard nonetheless was trying to claw back. Ruth moved temporarily to Boca Raton, Florida, to live with her sister and brother-in-law (from whom Picard was also clawing profits).

“No,” Bernie replied matter-of-factly. “Ruth visited two, three times at the beginning,” in 2009. “I haven’t seen her in a year.”

At one point in our correspondence, in 2012, I noticed that Bernie was cc’ing Ruth on a number of emails he was sending me. Does she know? Does she care? A year later, he even addressed her directly in one of them: “Ruth, you may wonder why I risk annoying you, by copying you on these emails. It is only in the hope that they may help my grandchildren have some understanding of their grandfather…. I would like them to know the truth.” Ruth replied: “I’ll just save this. I don’t know how to copy this.”

Bernie told me several years later, in 2015, that he and Ruth were speaking a few times a week. The phone calls were monitored and—according to one investigator who reviewed confidential transcripts of them—the conversations were constant and always “loving.” Nevertheless, she still hadn’t visited him. “I don’t want her to visit me,” he said. “It’s too hard for me to see her like this, and for her to see me this way.”

It is difficult to parse the psychology of a marriage, as anyone who’s married will attest. And it is difficult to predict what one spouse will let the other get away with, until they draw a line. So it is worth pointing out that Ruth, who always claimed she was a victim just like all the investors who lost money (and who said during a TV interview that “It took me awhile to realize that the same person I had lived with and loved for fifty years was the same person that destroyed all these lives”), remained married to him until the day Bernie checked out. Bernie’s brother, Peter, apparently felt a similar loyalty, from his prison cell at the Federal Medical Center in Devens, Massachusetts, even though in a courtroom he’d blamed his own crimes on his allegiance to his older sibling and insisted that he was clueless about the Ponzi. Several years into their respective prison terms, Bernie forwarded me a letter he’d received in 2016 from his brother that ended, simply, “Love, Peter.”

Ruth never agreed to speak with me, but in 2018 she used a lifelong friend I had reached out to for an interview to convey a few shreds of information. The friend, who asked not to be named, spoke constantly with Ruth, and had forwarded her my questions, including: “Did Ruth suspect (or maybe should have suspected) that something wasn’t quite right about Bernie through the years?”

The friend’s reply, by phone, was simply: “All she cares about is that people know that she knew nothing about it [the fraud].”

I pressed, asking whether, in retrospect, Ruth saw at least one sign that something was off? “I don’t think she could have seen,” said the friend. “He fooled the most sophisticated of businessmen. He fooled the SEC. How could someone of my generation who trusted her husband ever know anything?”

I told her that I’d interviewed a dozen former classmates of theirs, and that many feel the opposite: that they surely would have seen some signs. “I married my high school sweetheart [too], and there are plenty of things that I don’t know about him,” she replied. “And there were plenty of things he didn’t know about me. There would be no reason ever for Ruth to suspect because she was married to somebody who she knew to be a very hard worker, very industrious and clever at business… obsessive about business. And once your mind is set on one way of looking at someone, it stays that way until you hear the contrary. So, A, she loved him, and B, she had no reason not to trust him…. I know that Ruth is not a duplicitous person. She just isn’t. It’s out of the question that she would have any inkling.”

“So Ruth says she can’t look back now and see signs of anything suspicious?” I asked.

“No, she doesn’t.”

We will return to that question.






2 Solved: When the Fraud Began [image: ]



The Question: When did the world’s greatest fraud begin? In the early 1990s, as Madoff insisted up to his last breath? Or was it a fraud from the start of his career in the early 1960s?



The Laurelton, Queens, of Bernie Madoff’s childhood comes off as some sort of Hebraic version of the hometowns portrayed nostalgically in both George Lucas’s 1973 film American Graffiti and TV’s Happy Days, which debuted a few months later. The kids of Laurelton hung out at a soda fountain called Raab’s right out of Archie comics. (Or it would have been, had Archie been Jewish.) They walked to see movies at the local theater, nicknamed “the Itch.” The butcher delivered meat in a carriage. Dr. Diamond performed nose jobs for the neighborhood beauties. Teens sang doo-wop on the sidewalks. Vitalis men’s hair tonic was a thing. And at Far Rockaway High School, Ruth and her girlfriends weren’t allowed to wear pants.

Jews made up more than 30 percent of the town’s population at the time; today very few remain. For them, the Laurelton Jewish Center was a major hub. Bernie’s father, Ralph, served for a time as president of the temple, and his mother, Sylvia, was president of Hadassah, a major Jewish women’s charity that later invested with Bernie. At home, they kept the kitchen kosher but weren’t especially religious. Bernie’s great-grandfather, Berel Miodownick, had immigrated to Scranton, Pennsylvania, in 1908 from Poland along with his wife and seven children. He changed his name to Barnett Madoff and found work as a tailor. Ralph moved from Scranton to Brooklyn, where he married Sylvia, and then settled in Laurelton.

“Quite frankly, it was an ideal household to grow up in,” said Bernie. “Loving, very supportive parents, a very loving sister, a loving brother. The family was very idyllic.” He added with a laugh: “At least, that’s the way I thought about it.”

But the Madoff house was clearly less than typical. Father Ralph ran a sporting goods business that went bust, resulting in an IRS tax lien on their modest three-bedroom brick home with detached garage on 228th Street. Ralph had put the house in Sylvia’s name, under the mistaken belief that they couldn’t lose it that way, something Bernie would try, fruitlessly, decades later for Ruth.
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