Straightforward Business

12a Bad investments
Speaking & Vocabulary: investments
1 Work with a partner. Discuss the questions.
• How many different kinds of investment can you
think of?
• What kinds of investments do you, your friends or
family have?
• What are the safest and the riskiest investments at the
present time?
• Who would you go to for investment advice? Why?
• Have you ever heard of any illegal investment
schemes? In what ways are they illegal?

2 Complete sentences 1–7 with the phrases a–g.
Use a dictionary if necessary.

a
b
c
d

and create a company
for other people to calculate
of your current investors
on their invested capital

B

ernie Madoff was chairman of the
NASDAQ stock market and one of
the most successful and respected
investment fund operators in the US. His clients
included celebrities like Stephen Spielberg and
Kevin Bacon, and the families of top politicians
like Henry Kissinger and ex-NY Governor Eliot
Spitzer. His firm, Madoff Investment Securities,
was paying regular 10% returns to its investors,
and his client base was growing. By the end of
2008, over $170 billion had passed through his
hands. He made multi-million dollar donations
to charities and he was welcomed in the
highest levels of high society.
One day, at the end of 2008, Madoff’s empire
crumbled. To help him to manage the fund,
he had taken more and more of his family
members, including his children, Andrew and
Mark, onto the company payroll. After being
told by their father that multi-million dollar
bonus payments would be made to some
investors, Madoff’s sons asked him where
the money for the bonuses was to come
from. There did not seem to be enough cash
available to make these payments, they thought.

1

e to pay the dividends that have been promised
f when you can attract no new investors
g with the capital of new investors

Run your own Ponzi
in 7 Easy Steps!

Scheme

1
2
3
4

Raise a small amount of capital
.
Attract investors by promising high returns
.
Use the invested capital
.
Attract more investors by using the word-of-mouth
recommendations
.
.
5 Continue to pay high returns
6 Make sure that your assets are hidden or difficult
.
.
7 Make sure that you have a plan for the day
Have you ever heard of Ponzi schemes (or anything
similar) in your country?

It was at this point that their father admitted
that the whole company was ‘one big lie’, an
illegal Ponzi scheme. Bonus payments were
being made with the capital of new investors.
The sons went immediately to the police, and
the next day Madoff was arrested.
Madoff was perhaps the greatest thief the
world has ever known. It has been estimated
that $18 billion of investors’ money was lost.
Countless pension funds went up in smoke
overnight, thousands of families were ruined
and two suicides have been blamed on the
scandal. It did not take long for Madoff’s case
to come before the courts. In June 2009, Bernie
Madoff was sent to jail for 150 years, the longest
sentence that is allowed by the law.
Aged 71 and facing the rest of his life in jail,
Madoff acknowledged the enormity of his
crimes. But billions of dollars are still not
accounted for, and Madoff will never be
forgiven by some of the victims, who cheered
as the sentence was read out.Very little of the
money has been recovered and it is believed
that the full story may never be revealed.
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Reading

3 Rewrite the phrases in italics in the passive. Do

1 Read the article and choose the best title, 1, 2 or 3.

not include the agent (eg by someone) if it is
unnecessary.

1 Bernie Madoff: no regrets
2 Never trust your children
3 The world’s greatest thief

Carlo (Charles) Ponzi (1882–1949)

2 Explain the words in italics in your own words.
1 One day, at the end of 2008, Madoff’s empire
crumbled.
2 To help him to manage the fund, he had taken more
and more of his family members onto the company
payroll.
3 Countless pension funds went up in smoke.
4 Thousands of families were ruined.
5 Madoff acknowledged the enormity of his crimes.
6 Billions of dollars are still not accounted for.
7 The full story may never be revealed.

3 Write a short summary (maximum 100 words) of the
article.

4 Work in pairs. Discuss the questions.
• How much sympathy do you feel for Madoff’s victims?
• Do investors have a responsibility to find out more
about their investments?

Grammar: passives review
1 Underline the passive verbs in the sentences.
1 He made multi-million dollar donations to charities
and he was welcomed in the highest levels of high
society.
2 After being told by their father that multi-million
dollar bonus payments would be made to some
investors, Madoff’s sons asked him where the money
for the bonuses was to come from.
3 Bonus payments were being made with the capital of
new investors.
4 It has been estimated that $18 billion of investors’
money was lost.
5 Madoff will never be forgiven by some of the victims,
who cheered as the verdict was read out.
6 It is believed that the full story may never be revealed.

2 Work in pairs. Look at the article and find the

sentences in exercise 1. Then answer the questions.

1 Look at the rules of use in the grammar box and
discuss why the writer used the passive rather than
the active.
2 Rewrite the sentences with an active verb.

(1) People name Ponzi schemes after Charles Ponzi,
an early 20th century US businessman.
(2) Some people also knew Ponzi as Charles
Bianchi. At the height of his scheme, (3) Ponzi was
paying his clients a 50% return on their investment,
and (4) people had invested so much money
that Ponzi was able to buy a controlling interest
in a small bank. But (5) journalists were writing
newspaper articles about him, and (6) they were
asking difficult questions. When (7) they discovered
that Ponzi was millions of dollars in debt, it was too
late for many of the investors to get any of their
money back.

Listen to your teacher to check your answers.

4 Work in pairs. Look at the headline and imagine a
story to go with it. Use at least five passive verbs.
Look at the verbs in the box for ideas.

accuse (of)   believe   borrow   buy   
estimate   hide   pay   promise

Judge orders seizure* of
company’s assets
* seizure n taking something, especially using power
or force
Use a passive form when you want to bring the
object of the verb to the front of the sentence
• in order to emphasize the object of the action
(rather than the subject of the active verb).
• because the subject of the verb is unknown,
unimportant or obvious from the context.
Use be + past participle to form the passive.
Thousands of families were ruined and two
suicides have been blamed on the scandal.
Madoff was sent to jail for 150 years, the longest
sentence that is allowed by the law.

See Language Reference page 124
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