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Chapter 21:  The Futures Play: 

 

The lunch was winding up and Quartermaine wanted to know 

how much of the rumours he heard about SBS he could believe.   

Rudi assured him it was all generally true, depending on 

which version he had heard.  He had given some broad numbers 

during lunch but also had been guarded about releasing too much 

information.   

As a spur of the moment thing Rudi offered they accompany 

them back to the SBS dealing room to continue the discussions.  

Quartermaine indicated he was genuinely interested in seeing the 

SBS dealing room and its setup and accepted on behalf of himself 

and Steve.   

Steve was having trouble putting two coherent words 

together and just nodded in agreement.  There was no way 

Quartermaine could send him back to work in the state he was.  

Rudi’s guess was that he had some ‘coke’ during the lunch and 

got himself wasted as a result.  This was no real concern – most 

of the market did the same and it was an area where the market 

made no real personality judgements about other operators and 

their habbits.  

Quartermaine settled the Claudines bill and they all walked 

onto Macquarie St. looking for a taxi.  Steve was being held up by 

Smackers and it was not a good look from the street.  Here were 

four well dressed guys, all with flushed faces, showing the 

influence of a long lunch, long fat Havana cigars in hand, and one 

of them being held up by another.  What sane cab driver would 

stop for a ride like that? 

Nearly 10 minutes had passed and a number of seemingly 

vacant cabs had rolled on by.  Rudi tried to ring a cab from his 

mobile, he was told it was changeover time and the CBD was 
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empty of available cabs.  Rudi had a brainstorm and waited for a 

break in the traffic.  When it slowed, he made for the pedestrian 

crossing and stood in front of a car with 2 very pretty women 

seated in the front seat.  He walked around to the driver’s window 

and explained their predicament in that they needed to get back 

to Oxford St. rather urgently.   

The girls must had thought them all pretty harmless and 

decided they were no threat to them.  They said ‘yes’ and we all 

pilled in as best we could.   

Quartermaine slipped them a $10 note for their troubles as 

they approached the SBS Building.  Rudi passed a $100 over to 

pay the ladies not knowing what Quartermaine had done.  Rudi 

thought the girls had made a brave gesture to accommodate their 

request and they deserved rewarding.  Quartermaine felt 

cheapened by Rudi’s generosity and this left a lasting impression 

on him. 

They made their way to the 22nd floor and the SBS Treasury 

dealing room.  Michael was at the desk and had been taking care 

of the afternoon book squaring.  He gave Rudi a list of his 

messages and a run down of the desk activity for the afternoon.  

Michael was already a dealer in Rudi’s mind.  He was such an 

asset for the SBS desk and Rudi was relying on him more and 

more to step up.   

Rudi’s focus turned to the futures market and he took a few 

moments to refresh the day’s activity.  There had been very little 

activity showing for the afternoon session and Rudi picked up the 

Bain Refco line and spoke with Claudio.   

Claudio confirmed Michaels comments and said, ‘… its all 

quite down here.’ 

Smackers got everybody some beers from Rudi’s private 

fridge stocked with Heineken.  Steve sat in the chair next to 

Michael and proceeded to quickly fall asleep and begin snoring.  

Within 10 minutes he was lying on the floor.  Michael moved him 
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under the desk so he would not get trampled on.  He pulled a 

spare cushion off a chair and lifted Steve’s his head and slipped it 

under.  He was small enough to fit under the desk with room left 

over.  It was a real sight and god knows what Rudi’s Management 

would have thought if they had walked in then a saw that scene.  

A photo of that image would be a talking point for the rest of his 

life.   

The conversation turned to offering some proof about their 

trading volumes.  Quartermaine was still to be convinced over 

any perception he had of the SBS Treasury operation and its 

impact within the markets.  Rudi asked him what would suffice as 

evidence.  Rudi was thinking of performing a quick afternoon 

futures play to impress him and asked if that would suffice.  

Quartermaine accepted the offer but had no idea what it meant in 

any real market terms.  

A quick call to Claudio was made to put him on notice.  He 

said the market was still flat and nothing was happening.   

The charts Rudi and Smackers kept for their intraday trading 

stuff were 1x3 point and figure charts, and based on the spot 

10yr Bond futures contract.  The futures market had drifted 

higher in price, lower in yield on low volume since mid-morning.  

The physicals were also trending down in yield terms.   

This day as it turned out, was to be the pivotal point that 

really kick started the strategy Rudi had been planning and 

thinking about since Nov ‘87.   

It was not planned as such at the outset, but the position 

Rudi inherited from the end of this day became the logical 

position from which to commence his end-game play against the 

futures contract.  The market would know nothing of this plan at 

any time during the next month or so.  Some 25 years later, it is 

still largely an unknown.  The events described here is the first 

retelling of the story that took place – it made market history at 

the time, yet the full undertaking was never known to but a very 
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select few.  The total big-picture of what this strategy actually 

achieved was only known by Rudi.  Even Smackers never knew 

everything.  

Right there and then, with Quartermaine and Blowhard in 

the dealing room, Rudi decided to make a similar play at the 

market that he trialled during December.  This little exercise to be 

just a little ramp and show for the FIB’s Quartermaine – a bit of a 

get ‘in you face’ experiment than anything else.  It was not the 

booze talking but a bit of showing off to impress the bystanders.  

Rudi knew he would have to initiate a Futures/FRA position 

at some stage in the next week or so as part of his longer term 

strategy.  Given the docile performance of the market that day he 

felt today was as good as any other day.  Other contributing 

factors were the chart signals being mostly neutral and the 

markets vulnerability to a ramp late in the day after a quite and 

directionless session. 

He quickly discussed with Smackers the play as he saw it.  

The plan was to make the day a ‘key reversal day’1.  Smackers 

realised straight away what was afoot and any of his lingering 

effects he had from the lunch quickly disappeared.  Rudi had his 

game face on and everybody apart from Quartermaine in the 

room immediately knew something was about to happen.   

In conceptual terms, Rudi wanted the futures market trade 

down to make new lows against the days soft up move - and then 

ramp it up to make new highs and have it close on those highs.   

This is a huge positive chart signal and all chart traders look 

for a signal like this. If they saw the development and the 

possibility of it happening they would all get on board to help 

make it happen.  Traders are like sheep in a panicked 

environment and what Rudi planned to do was cause a mass 

                                           
1 When a market makes new highs and lows on a day, and then closes 

at either end of those ranges. 



© 2011 Balls Like and Elephant - Chapter 21 – The Futures Play …  

5 | P a g e  

 

panic to the downside, and then have the traders whipped both 

ways by the time the market closed.  

The market was currently near its highs at 87.76 when Rudi 

rang Claudio and said, ‘Claudio, you’re gonna be a busy fuckin’ 

boy between now and close.’   

It was almost 3:40 pm and the market closed at 4:30 pm.  

Rudi suspected that with the slow afternoon, the sell down would 

not take long to do.  The real problem was that he had to get it to 

trade above 87.78 or so to give the ‘key reversal buy’ signal. 

 He told Claudio, ‘Sell it down to 87.64… do as many as you 

have to, but do it quick!’   

This was 14 points from where it was trading now.    

Claudio said, ‘what … you mean 87.74 right …’ 

‘No baby … I mean 87.64 … and you are wasting time … get 

out there and create some mayhem …’ he retorted. 

Claudio was alert when he responded, ’87.64 … you know 

what that will take … where the fuck you been …?’ 

‘Claudio … please just get out there and start selling … do it 

hard and I want someone to stay on the line … OK’. 

 ‘Hey what did you say … what the fuck you doin’?’  Claudio 

sounded like he was just waking up from a short cat nap.   

Rudi quickly added, ‘you better wake up quick boyo … you 

are going to be putting on a show for somebody … sell it down to 

87.64 and do whatever volume you need … oh and Claudio, take 

no prisoners … make em get outta your way or burn them … 

today is the day boyo … now get your ass into gear … ’ 

‘Oh, Ok, this is gonna be fun … I hope you know what you’re 

doin’ … it’s been as slow as turtles trying to fuck here all 

afternoon …’ replied Claudio.  

He added, ‘Phil is on the can, I’m going to have to do this 

myself’.    
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Phil was Bain Refco’s regular futures bond pit trader and a 

good one at that.  He had done most of Rudi’s floor business and 

knew how Rudi wanted his business done in this type of order.  

Rudi had not told Claudio his full plan for the afternoon at this 

stage. 

Clare – one of Bain’s floor staff took the phone from Claudio 

and prepared to give Rudi a running report on the pit action.  

Within 30 seconds or so of Claudio entering the market the pit 

had come alive.   

The pit filled quickly with floor traders and locals from other 

pits all joining in - all wanting to see what was happening and 

maybe get a piece of the action. 

The floor cry was, ‘… hey boys … Bains are on the ramp … 

the ‘fat-boy’ on the hill is at it again …’  

‘Fat-Boy’ was the markets not so affectionate nick-name for 

SBS and Rudi.   

Claudio’s first few trades were with Locals and only small 

volume involved and they quickly scattered when they saw the 

intent on Claudio’s face.   

In these situations the broker with the order usually gives 

the locals a whispered heads up, like ‘you don’t want to be on the 

opposite side of this trade’ and tries to avoid allocations to them.       

Some locals took the warning straight-up and then got brave 

enough to go the same way.  Those that sat on the fence were 

thankful after the fact.  Those who never heeded the warning 

were creamed.   

Rudi was not aware if Claudio gave a heads up with this 

trade.  According to Clare, some locals were hit for smallish 

volumes in the initial rush. 

The market quickly dropped 3-4 pips and a few more floor 

brokers were getting phone calls from clients wanting to know 

what was happening.  After a minute or so Claudio had pushed 
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the price another 3-4 points before he got any volume bids under 

the 87.70 level.  The market hovered a few moments and more 

bidders came in.   

Rudi was sitting next to Quartermaine at the SBS Treasury 

desk as this was all happening.  Rudi was getting it via the phone 

- Quartermaine was seeing it happen on the screens in front of 

him and he was talking to his office via the direct line to see if 

anything was happening in the physical markets.  This was his 

information and he elected not to share it with Rudi.   

He had been told not to pass any of the information he was 

witnessing to anyone else and he agreed to the request before 

anything was started.   

The physicals were showing little activity before the futures 

dumped.  Any bids quickly disappeared from the screens without 

dealing as they responded to the futures price activity.  The 

physicals had not traded according to the squawk boxes – the 

broker screens just went blank.  

Clare’s estimates told Rudi SBS had done 5-600 contracts on 

the sell side to date.  A more accurate count would come later.   

Bain’s were still the only real seller in the pit and Claudio 

was working overtime trying to entice bids.  Hitting the bid and 

then going offered over was the best way to carry out this sort of 

order.  If the bid comes back at Claudio and goes bid over 

somewhere else in the pit, Claudio’s offer becomes ‘out of market’ 

and a ‘pit’ offence - something Claudio and Bains would be 

disciplined over.  It was deemed ‘market manipulation’ and this 

play this late in the day trade was exactly what was happening.   

The trick was not to get caught and that came down to the 

quality of the broker and the floor operator.   

This happened all the time, and the illusion of the regulators 

having some say in how the pit operated was all hot air in the real 

world.  This was greed and avarice at its pinnacle and nobody 

took prisoners.   
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To some degree, Claudio and Bain Refco’s reputation was on 

the line here as well.  Brokers earned their commissions when 

they traded for Rudi - besides this type of action was the sort of 

action every broker lived for.  The adrenalin rush during this type 

of market ramp was better than ‘coke’ or any other ‘uppers’ 

traders used.  Traders and brokers performed better when the 

juice was flowing, their instincts were on high alert and it gave 

the markets a real buzz … there was no better feeling if you were 

on the right side of the trade like this … you had to experience it 

to understand it.  

If you were on the wrong side and started to try to catch the 

race – by days end you felt like the end of the world was juts 

around the corner.  Smart players just sat on the sidelines and 

waited for the turn point.  

SBS now had a lot of day traders long at bad levels and with 

30 minutes ‘till the close, they would have to think about covering 

their long positions if it moved much further.  Either that or try to 

sell physicals and take their losses a different way – only problem 

was nobody was playing in the physicals – no bids or offers were 

on any screen – all the business was in the futures pit.   

This was the SBS’s show and nobody outside the SBS 

dealing room had any idea what was happening. 

Rudi gave a new instruction to Clare, ‘Tell Claudio to move 

his ass, get it down now.’  

Clare offered a defensive comment but no real answer. 

Rudi said, ‘… is Phil back yet?’ 

Clare said, ‘… he’s coming now … he is in the pit getting 

instructions from Claudio.’ 

‘Good’, Rudi replied, ‘let me talk to Claudio when he is free.’ 

‘Coming now,’ she said. 

Claudio came on the phone, ‘what the fuck you doing, you 

got everybody shitting themselves?’ 



© 2011 Balls Like and Elephant - Chapter 21 – The Futures Play …  

9 | P a g e  

 

‘Don’t worry about that now, where is it?’ 

‘87.69-70 … and still offered over,’ Claudio replied. 

‘Get it down through .68 now … you gotta get it down to .64 

in the next few minutes,’ Rudi said. 

‘Fuck… OK … it’s your career right … here goes,’ was the 

comeback. 

It traded 87.68 and the shit hit the fan.   

The market exploded with sellers everywhere – stops were 

going off and this was what Rudi was looking for.  The sellers 

swamped the buyers … 87.67 traded… 87.66 … 87.65 … and the 

pit was a volcano bursting and erupting on all sides … it was 

cataclysmic in proportion and more and more floor traders were 

joining the fray. 

Rudi told Claudio, ‘as soon as it trades 87.64, off the offer … 

take a minute and talk to me … the next part is going to be bigger 

if doesn’t kill ya first …’ 

‘What the fuck is going on, has there been an announcement 

or something,’ asked Claudio in a desperate tone.   

‘Just fuckin’ do it Claudio … ‘, was the retort. 

Rudi could hear Claudio’s fear and it was exactly what Rudi 

wanted him to feel.  Like this, that fear would translate to other 

pit operators.  If Claudio knew the end game at this early part of 

the play, his smirk or calmness at the business he was doing 

might become a ‘tell’ to other smart operators.   

Rudi also expected some dud fills in this afternoons work 

and the less Claudio knew about the end-game – the less chance 

he and any other pit trader might think about front-running any 

SBS orders.   

The line to Bains remained open and Clare was back on the 

phone whilst Claudio took the new orders back to the pit.   
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Clare spoke, ‘Rudi, can you tell us what’s going on … 

everybody is asking us and we got nothin …’. 

‘No … cannot tell you anything at the moment … just want 

you to follow my instructions to the letter please.’  Rudi was polite 

and did not want to alert Clare in any way. 

Claudio was back on the phone, ‘… hell man … you got 

everybody freakin’ down here … I hope the fuck you know what 

you’re doing’. 

‘It is just a little end of day play buddy boy … now listen up 

… as soon as it trades 87.64 and goes offered over … bid the 

fucker … I want you to buy it up to make new highs on the day 

and then some.’ said Rudi. 

‘Fuckin’ hell Rudi, you gonna kill us all, hang on… offered 

over … 300 lots at 87.65,’ Claudio said. 

‘Wait Claudio …’ 

Claudio yelled, ‘trading .64 … what do you want me to 

fuckin’ do?  His desperation and panic was easy to read.   

A few seconds passed in silence …  

‘Off all offers … buy the fuckin’ shit out of it … whatever it 

takes, push that fucker to new day highs … whatever volume you 

need … get your fuckin’ ass moving …’ Rudi screamed. 

He walked over and turned the radio music up high and 

started to play ‘air guitar’ – he was pumped – the whole SBS 

dealing room was charged – even Quartermaine was out of his 

chair talking to his office.   

Michael and Sean did the same and Smackers just laughed.  

Rudi was pumped and he pulled more beers for all.   

Sue came over and shut the door between the settlements 

and dealing rooms.  She whished she had curtains so she could 

shut it all out.  Secretly she was enjoying it as much as Rudi was 
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… she just had to keep her staff concentrating on the afternoon 

settlements still to be done.  

All the time the line to Bains was on loud speaker, with the 

radio pumping down the Bains line.  Just how they were able to 

answer their other phones was unknown.   

Rudi could hear the panic on the floor through the open 

phone line.  Clare had the phone again and even she sounded 

panicked.   

The floor was full of sellers looking to cover their asses. They 

were blind sheep falling over themselves.  None of them knew 

what they were responding to - that uncertainty represented the 

absolute desperation the markets lead people to and that smell of 

boom or bust added further to the panic in trader’s responses.   

The best place to be when this sort of market attack comes 

is to be at lunch and non contactable.  To experience and live 

through it can damage you forever.  This was not a time for the 

faint hearted.   

There had been no news feed to give the market any idea 

what had caused the selloff.  Fixed Interest dealing desks all up 

and down the eastern seaboard were just one mad scramble to 

try to find out what triggered the markets response.   

In a market like this traders had to rely on gut instinct.  The 

fundamentals should still have been their backstop.  Problem with 

that was everybody wanted a definitive answer.  Do they cover 

this market reaction or ride it out? 

If it was some outside influence they had no knowledge of, 

there safety trade would be to quit the position and get them 

selves safe.  That would cost big money and if it comes back next 

day they all have egg on their faces.  Smart traders who have 

seen this sort of trade before will exhaust all their resources to try 

to find out any information linking the trade.  If there is none, the 

only conclusion can be that someone is playing with the market.   
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No one is going to call that play this late in the day with the 

market already off 12 pips from its highs.  The position the 

market was now at also would generate chart traders looking to 

sell because the market was making new lows.   

These sellers were the concern Rudi had in trying to turn the 

market back around. 

The SBS phone banks were queued up with flashing lights.  

Everybody wanted to talk to someone at SBS to get a line on 

what might be happening.  Bain Refco was the aggressive seller.  

That usually meant SBS was involved and Michael had been told 

to tell them Rudi was still out to lunch. 

Rudi was still on the open line to Claudio, ‘you got about 400 

at 87.65 … we are the bidder over,’ Claudio told Rudi. 

‘I don’t just want to bid it Claudio, I want you to fuckin’ push 

it hard …  ‘ramp the fucker’…  get those fuckin’ chart sellers out of 

there … get in there and bid it like your fuckin’ life depended on it 

… ‘ 

It was frantic communications … both were animated. 

‘When you whip those fuckin’ shorts around … there gonna 

bid it as well and help you … just you fuckin’ beat them to the 

honey pot … now go get your fuckin’ finger out  and do the bizz … 

go baby go … go … ,’  he continued. 

Rudi was feeling the adrenalin, the pump that swells your 

veins and gives you no fear.  Claudio passed the phone to Clare 

and went back into the pit to speak with Phil. 

Clare continued to relay what was happening in the pit.  

Smackers was sitting at his station, not having a real appreciation 

about what was going on but looking for any reaction in the 

physicals.  He was only days into his new job and he appeared 

gobsmacked at what was happening.   

Their discussion before this started gave no indication as to 

what was happening now.  
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Rudi barked for information on the physicals … Smackers 

was expected to have it as required and was doing as best he 

could in a panicked market.   

Clare said through the phone, ‘market’s trading 87.68 and 

we are the only buyer.’ 

Rudi said, ‘fine, that won’t last, any idea how many we 

bought so far.’ 

‘No, about 8-900 I think but that is just a guess,’ Clare 

responded. 

It was still 15 minutes to close and Claudio still had to push 

the market another 10-11 points.  This was going to take a 

herculean effort by Claudio and Phil to get it up there.   

Rudi spoke to Clare and said, ‘… listen carefully Clare … tell 

Claudio to take a deep breath … and ‘shoot the moon.’   

It was a card phrase that can be summarised as ‘go for 

broke’.   

Rudi was more than mildly concerned.  It was a place he had 

been many times and somewhere he preferred to be during this 

sort of play.  Being over confident led to mistakes.  If the market 

did not look like making new highs, all the technical traders would 

begin to see it as a potential sell signal having made a new low 

and not reversing as in a ‘key reversal’ trade day.  A new high 

has now become a huge bullish signal, given that the new low of 

87.64 was now in.   Finishing mid range was not an option… 

The new high close was crucial.  If it did not close on its new 

highs, Rudi risked a market down day tomorrow and would have 

to cover his ass.    

By Rudi’s calculations, they had sold maybe 1000-1200 on 

the way down, and bought about that many back to date.  That 

had a money value result and as far as Rudi was concerned it was 

the sucker bet cost to set up the bigger picture ‘bluff’ trade.   
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He was still net short, but the order to buy and push the 

market to new highs was going to take some volume.   

Claudio came to the phone, ‘… you sure you want to do 

this?’ 

‘Fuckin’ oath … come on … you’re wasting time … get it 

moving,’ Rudi responded, ‘… do it Claudio … bid the fucker like 

there was no tomorrow.’ 

Claudio gave the phone back to Clare … Rudi heard the pit 

cry from Claudio over the phone.  Market was 87.69 bid and 

87.70 offered.   

All Rudi heard was, ‘1000 taken,’ Claudio had bid for a 1000 

lots.  The first open pit outcry order for 1000 lots in SFE history.  

‘Way to fuckin’ go Claudio … you fuckin’ little couter …,’ Rudi 

screamed down the phone to Clare.   

Rudi was all goose bumps as the adrenalin continued to kick 

in … 

Smackers said, ‘… what the fuck happened?’ 

Warren was just sitting there watching it all unfold.  He was 

standing and fidgeting and talking to his office now … hoping like 

hell there was some ka-chinging the commissions coming in as 

the physicals reacted to what was happening.   

Problem was the Broker screens still showed no bids or 

offers.  The SBS room was just so charged.   Michael and Sean 

were just awestruck listening to the squawk boxes, the ringing 

phones, and the screen activity in futures.    

The radio was still blaring in the background and the volume 

around the desk had all lifted as a result. 

 ‘Claudio just bid for a 1000 lots.’ Rudi screamed at 

Smackers.   

Warren was now off his phone and feeling the pump in the 

room as he went for another beer.  He had sobered up as well.   



© 2011 Balls Like and Elephant - Chapter 21 – The Futures Play …  

15 | P a g e  

 

The market responded to Claudio’s call and the sellers 

backed off, he bid ‘87.71 … 72 … 73 …’ and still there was no 

offer.  He bid ‘87.74 for 500.’  He got hit for 300 and the market 

digested that trade. Getting it through 87.75 was not going to be 

easy … or so Rudi thought.  

He bid it again and no offers, he bid ‘87.76’ and was hit with 

plenty of offers.  Clare said, ‘About 5-600 on the offer at 87.76.’ 

Rudi responded with, ‘tell him to keep it aggressive and 

probing, if it trades .76-77 the market should help him.’  

Clare said, ‘I know, gonna put the phone down, hang on …’ 

there was only a few minutes left till close. 

The market showed .76 bids and no trade on the screens.  

Clare came on the phone … Rudi could hear the pit before Clare 

had a chance to say anything.  

‘The market’s gone berserk, ‘hells bells’ … .77 trading,’ she 

said.   

The screens were only showing a .76 as last trade.  With 

only a minute to close showing on the Reuters screens, the day 

traders were whipped, the techies were scrambling, the market 

was bid and there were no sellers.  Claudio and Phil were still 

pushing and Rudi had no idea what his position was going to be 

by day’s end.   

He asked Clare sheepishly, ‘any idea about volume done?’ 

‘No idea … right now the market has about 1500-2000 on 

the bid, maybe more,’ Clare said.  She sounded fuzzed and the 

whole pit was juiced up as it wound into the close.  

‘Still Trading .77’, she said.  It needed a last push into the 

bell.  Rudi could hear Claudio above everybody else, ‘87.77….78 

bid…’, and he got hit.   

Clare said, ‘Just got another 100, he bid over at .78… still 

trading at .78…’ she confirmed as the screens replayed the trade.  

Seconds to go, and 87.79 traded and then the bell rang. 
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 ‘Hell…,’ Rudi thought, ‘… what a fuckin ride,’ he screamed.   

The dealing room was just as excited, they had all become 

involved in the passion of the last 30 minutes or so.   

Warren was just sitting there and said, ‘… I just don’t fuckin’ 

believe what I just saw happen.’ 

Rudi yelled, ‘Beers at the Regent for everybody.’   

Normally the wind up for reconciliations and trade counts 

would take another 20-30 minutes for Claudio to get back with 

the count and fills.   

Warren said, ‘I’ll shout your team tonight Rudi, I am just 

glad I was here to see it for myself.’ 

Rudi and his team did not get away from work that night 

until after 8:00 pm.  Claudio was still on the floor with a host of 

other traders trying to sort out the trades and get the trade chips 

into the SFE administration computers.  Rudi had been given 2-3 

separate approximates and it was indicating a net long position of 

anywhere between 1800-2000 contracts. 

Rudi again got serious straight after the close. The reality of 

what had just happened was beginning to dawn.  The theatre was 

one thing, the management of the net position and how it slotted 

into the portfolio was another.  That was Rudi’s focus right now.  

He knew he had to get some cover to protect himself from any 

overnight move against that futures/FRA position.   

SBS had been granting Over the Counter Options, OTC’s for 

over a month or so.   

Tony Fay from Fay Richwhite Merchant Bank had marketed 

Rudi with a new product for Institutional players who wanted 

overnight protection against their portfolio or trading positions.  

Rudi had been happy to grant the option contracts, calls or puts  

when they were priced as either 1 for 2’s or 1 for 3’s.   

That meant that the buyer paid a point premium for a strike 

2 or 3 points over or under the previous close, depending whether 
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they were calls or puts.  The contract expired 15 minutes after 

the market open the next day.  That meant that if Rudi could 

control the market in the first 15 minutes, the premium was 

generally his.  SBS had been doing upwards of 3-500 overnight 

contracts 2-3 times a week, and never once was called to 

exercise.  This was just premium money that others were 

prepared to pay for.      

Given the direction of the market over the last five months, 

Rudi had no issue with taking on the exposure.  He had access to 

both London and New York markets overnight and any European 

deals went through London.  

Bain’s Fixed Interest had offices in both New York and 

London as did a number of the other houses that sort and did 

overnight business with SBS.  If there was any market move 

overnight, Rudi could always buy or sell stock through those 

markets using these contacts.  This gave him additional options to 

protect and cover the OTC position if required.  

Fays had marketed it well and were also making a killing out 

of the deals.  The premium SBS had picked up in the month they 

had been doing the OTC’s was over $300k.  

This night Rudi was weighing up whether to buy the put 

option or grant the call against his position.  One gave him 

protection if the market sold off overnight, the other gave him a 

spread of options depending what the market did.   

If the market went bid in the morning, and Rudi allowed the 

market to advance to or past the price needed to exercise the 

option, he may have his call option exercised by the buyer.  This 

would make SBS the seller against their current long position.  

This transaction would be done as a cross on the SFE floor and 

have no market impact on the day’s trading activity.  That would 

then negate the exposures the SBS had taken on during the 

previous afternoon.   
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If the market went bid next morning, and Rudi decided to 

limit the market price move up to a level that would not induce 

the buyer to exercise the option, the option premium was his to 

keep. That meant upwards of $90k profit on the 1500 OTC 

position he was considering. 

Rudi made a quick call to Fay’s for the OTC call and put 

offers in to get a feel for where the other players were pitching 

their bids and offers.  Normally it would be Fay’s making this call.  

The fact that Rudi was making it was a ‘flag’ and he had to be 

careful how he broached the matter.   

At this point, Rudi wanted to be a buyer of puts and was 

prepared to offer 1 for 3’s and do some volume at that level.  The 

3 points meaning the market had to be at least four-five pips 

lower before it was worth exercising. There was a lot of 

competition for the same market.   

The flipside were calls and they were bid 1 for 3 as well.  

Rudi had a rethink about what he wanted to do.   He reasoned 

that if he sold 1 for 3 calls, his risk was on the upside which 

suited, but it would offer no protection if the market had a serious 

spit to the downside.  

Given what his position would be overnight and he was still 

to learn what that position was, any granting of the call never 

gave him any downside protection.   

SBS would be a seller in the market tomorrow regardless, 

and he figured that if the market opened up above the call strike, 

he would be a monster winner on today’s end of day position.  By 

the same token, he would be a loser in that he was giving away 

that upside move, having set up the market for that move with 

the previous afternoon’s activity.   

There was so much more in the trade if it kept going higher.  

That was Rudi’s gut instinct and the reason he drove it to new 

highs the previous afternoon.  
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 If the market opened square he could sell against his 

position to keep the market within the strike range and get to 

keep the option premium.   

This was another risk trade on top of the afternoon’s play, 

but having created the market momentum and given the market 

every technical reason to be long, why bail when he had the 

market in a vice like grip.   

This mind analysis of his position was a natural instinct and 

he talked it out loud with Smackers to get his feel on the possible 

scenarios.    

Quartermaine listened and began to realise the depth of 

Rudi’s knowledge of the market and its psyche.  Rudi could see 

the respect in Quartermaine’s expression and he acknowledged 

and appreciated it silently.  

In terms of limit structures, it was not the safe or secure 

play.  It was a double down play and Rudi knew he was right.  

The risk was all in his favour.  This was the prudence verses 

instinctive play and Rudi always tended to trust his instincts 

above prudence.   

This is one time where formal limits would have dictated the 

play.  Without them the choice was Rudi’s call and over the last 

five months his instincts had served him well.  If the play went 

south his loses would be about a $1-$1.5 million, if they went his 

way he probably makes the same money on top of what was 

booked today and the revaluation profits in the physicals.   

Very few Administration types would have seen any 

prudential observance in that logic other than the risk reward 

return.  Smackers agreed with Rudi in that the market wanted to 

go higher.   He was reading the play the same way Rudi was.   

In terms of how this supplemented his strategy play against 

the March Futures, Rudi was committing the SBS to the bigger 

play a little earlier that he planned.  There would still be another 

week or two to make the final decision as to how many resources 



© 2011 Balls Like and Elephant - Chapter 21 – The Futures Play …  

20 | P a g e  

 

to commit, but this position would be a great foundation to 

structure the rest of the strategy and go forward with the plan. 

To that end Rudi chose to grant the call OTC’s and monitor 

the market overnight to protect the SBS position.  He dealt 1500 

OTC calls at 1 for 3’s and was able to get set in three separate 

trades.  After these trades were confirmed, all Rudi could now do 

was to wait for the call from Claudio to confirm his overnight 

futures position to know his full exposure.   

He went to his fridge and again got beers for everybody and 

sat down at his desk.  He let the warm feeling from the 

afternoons trading embrace him for the first time.   

Others in the room were still on a high and they too also 

enjoyed the cold beer and the silence of the setting and how 

sublime it all felt.  Rudi turned his music player down leading into 

the last few minutes of trading.  He now turned it up again to mid 

volume. The desk was still buzzing and the music added to the 

mood. 

Rudi’s mind turned to the last five months since the October 

crash and how the interest rate trend had been down in yield 

since then.  The conversations going on around him was 

peripheral and was not really being absorbed in any meaningful 

way.   

Rudi knew he was in for a sleepless night.  He would make 

calls to the overseas brokers on his way home and give them a 

heads up for levels he wanted them to call him. He would not 

alarm them to his exposures but give them levels at both bid and 

offer prices where they would call him.   

It was now about 5:30 pm - an hour after the market closed 

and still there was no word from Claudio on a final position.  The 

market was still asking questions as to what had triggered the 

ramp sell off and then the reversal to close where it did.  There 

had been a flurry of physical activity after the futures close where 
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physicals were bought up to cover the spread.  The market was 

still not aware of what had really happened.   

It would stay that way unless Quartermaine spoke about the 

afternoon to his employees or other dealers about what he had 

witnessed.  Rudi had taken a big gamble in letting him be in the 

room during the session. He had not left yet, and the time was 

just on 6:00pm.  He let Rudi know that he had to go.  Steve was 

still asleep on the floor and had missed everything.   

Michael came over to Rudi and whispered to him that Steve 

had shit himself.   

Rudi said, ‘what do you mean ‘shit himself?’’ 

‘Just that, he has what look’s like a turd sticking out of his 

ass.’ 

Rudi went around to see for himself and sure enough, Steve 

had lost control of his bowels while he was asleep and there was 

this big lump protruding from his ass.  Rudi gestured to 

Quartermaine to come over and see.  He just burst out laughing 

as they all did. 

Rudi suggested they try and get him to the men’s and have 

him clean him self up. Nobody was interested in doing it for him. 

He had just missed the biggest show the Australian Financial 

Markets had ever seen and he is going to be remembered for 

shitting himself… what a story that will make. 

Smackers was cooling his heels with another beer and 

talking to Michael about what had just happened.  Rudi had a 

policy, no dealing staff left before settlements staff, unless Sue 

was doing some catch up administration stuff.  The day’s trades 

had to be dealt with, settled and reconciled before anybody went 

home.  Rudi would have loved to have been at the Regent Bar or 

the Wentworth that night to hear the market gossip about the 

afternoon’s events. 
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He told Quartermaine his staff would not be able to make 

the Regent that night as they were all still sorting out final 

positions.  Rudi also wanted to hang and see how Europe 

responded to the afternoon’s activity.   

Michael, Sean and Steve had just returned from the men’s 

after Steve had cleaned himself up.   

Walter helped Steve to the lift when he said, ‘I will ring you 

tomorrow with some brokerage numbers.’ 

  Rudi pulled him aside and asked him to keep the 

afternoon’s activity to himself as best as he could.  There was a 

subtle inference implied in the request.  If the information got out 

it could only have come from one source.  This related to the 

broker/client trust factor Rudi put so much credence in.  

Quartermaine knew what Rudi was talking about because he was 

old school as well.  He acknowledged the request.    

He said, ‘sure Rudi, I wouldn’t tell a soul anyway, too fuckin’ 

scared no one would believe me if I did.’   

With that he pushed the floor button in the lift and the doors 

closed. 

Steve would never know what really happened that 

afternoon.  He did find out next day from the market about their 

version of what happened.  Rudi received his final position from 

Claudio around 7:30 pm. He sounded awful and as if he had no 

voice.   

He was back at the office when he rang and said, ‘You are a 

fuckin’ cunt you know that …’ 

Rudi did not respond, but it bought a smile to his face. 

‘What the fuck was all that about?  By the way … your net 

position is 2243 long … I’m fucked Rudi, you fuckin’ cunt, what 

the fuck where you doin’?’ 

‘My balls are hanging out there tonight Claudio, this ain’t 

finished yet,’ Rudi responded.  
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‘Go home and get some sleep, it could be on again tomorrow 

and I will need you,’ he added. 

Claudio said, ‘Bain Refco might be in trouble too.’ 

‘What are you fuckin’ talkin’ about?’ Rudi asked. 

‘Cullen just said that we might not be able to meet ICCH and 

SFE Floor Member deposit and margin requirements tomorrow.’ 

Claudio said. 

‘Fuck, fuck …’ Rudi questioned. 

‘We’re not sure, but will have to see the matchups and 

netted positions, but it’s going to be close,’ Claudio offered. 

‘Hells bells, is that a first?’ Rudi asked. 

‘Yep, and Cullen is not happy,’ Claudio said, ‘He wants to 

have lunch with you soon to talk about a few things.’ 

‘Have to be in a few days till this thing is over Ok.’ Rudi 

offered.  Rudi said goodnight and he knew Claudio was off to get 

some ‘nose-candy’ stress relief from ‘Link’, he needed it.   

A lunch with Cullen bought a whole host of other variables to 

the equation, as did the ICCH deposit and margin funding. 

The ICCH settlement thing was a major concern.  Bain Refco 

were carrying SBS futures deposits and margin calls from their 

own funding resources.  If Cullen was worried about meeting 

those requirements, SBS also had some exposure to how the 

ICCH dealt with those funding issues.  That was something Rudi 

could not control until he knew what the short comings were.   

At a pinch, the SBS could lend cash to Bain Refco via their 

Fixed Interest desk on some sort of secured basis.  There were no 

formal limits between SBS and Bain Refco, or Bain Fixed Interest 

for that matter.  But any deals between BFI and SBS had the 

same implied settlement risk exposure that was an everyday 

occurrence with everybody else in the market.  He would find a 

way to deal with this problem if it arose.  
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Rudi did a quick Portfolio count and his total ‘long’ position 

with physicals and FRA/Futures was now almost $750 million.  

That was not including the 1500 OTC position taken on overnight.  

He knew he would have to peel some of that back either 

overnight or tomorrow.  

Over the next few hours, Rudi’s major concerns ebbed away.  

He arrived home close to midnight.  London had been bid from its 

opening as Australian dealers had left buy orders with their 

London offices.  London had picked up on the strong close and 

there were plenty of rumours about who was responsible for the 

afternoon’s activity.   

All of it pointed to SBS.  Rudi had several messages when he 

arrived home.  Most of them had rung Rudi at the office after 

trying his home number.   

There had been little physical activity during the afternoon.  

That fact had the market a little hesitant about tagging SBS.  

Also, Schroders were absent from any options activity.  That also 

played well for Rudi’s dark horse disguise.   

During the night, Rudi sold $40 million of Jan ‘98’s at a 

spread of 15 points under where futures closed.  This was 

through a London broker for a client out of Germany shortly after 

he arrived home.   The bid was very aggressive and bode well for 

a good futures opening tomorrow.  Then again, Rudi did not want 

it to open that aggressively because he wanted to keep his option 

premium.   

Rudi would sell another $100 million if he could get that 

same bid from an ‘Insto2’.  The other matter was that he did not 

want to put any Jan ‘98’s in trader’s hands coming into tomorrow.  

This $40 million deal would not surface in any real way.  That is 

how Rudi wanted to deal his way out of his over-exposure. 

                                           
2 Market jargon for Institution, a large long term investor in Fixed 

Interest securities 
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By morning there had been another 3 calls during the night 

all wanting physical stock.  They were all from London and New 

York traders trying to cover positions for their Sydney offices.    

Rudi did no business with them and told them to, ‘fuck off 

unless they were Institution clients on the backend.’  He wanted 

some sleep yet hardly slept at all, he was still wired and was on 

auto mode each time the phone rang.  He was up early and on his 

way to the office by 6:00 am.  He was at his desk by 6:45 am 

and caught up on all the overnight news on the news service and 

read the financial headlines in the papers.   

The sort of activity that happens within the market like 

yesterday is rarely reported in the press.  The journalists had an 

ignorance concerning the real day to day workings within the 

trading market.   

Equities took up most of the journalistic scribbling and Fixed 

Interest reporting was generally about RBA tenders and the like.  

The only time dealers or traders made head-lines was when some 

sort of fraud or sacking became exposed.     

There is a public entity called AWA listed on the Australian 

Stock exchange.  Only a matter of a few moths earlier, AWA had 

reported a $30 million profit from FX trading, only having to 

reverse its announcement to a $50 million loss when it was found 

its Foreign Exchange dealer - Andy Koval had been hiding 

negative trades in his top draw.    

This should have been a wake-up call to all Financial 

Company Directors about exposures and maverick Treasury 

operations.  The AWA experienced had not alerted any of the SBS 

Board members or Executives to formal limit issues despite Rudi’s 

urgings since he had joined SBS.   

Having finished his overnight updates, and taken a fresh 

look at the Portfolio exposures, Rudi called Michael at home and 

Smackers on his SBS mobile.  He told them about a morning 
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breakfast call for 7:45 am at the Hyde Park Dinning room across 

the road.  He told them to be there. 

As walked in for the breakfast, Smackers came out the lift 

and he was all showered and looked flushed.   

Rudi asked, ‘where were you when you took my call?’ 

Smackers raised his eyebrows and smiled.  In tow was 

Kerry, the young hot number from CIBC Smackers had been 

banging for weeks.  She had arranged to meet Smackers for an 

early morning ’humpty-dumpty’.  No wonder Smackers looked 

flushed and alert when he encountered Rudi.   

Kerry walked by and said sheepishly, ‘Good morning Rudi.’  

She too was also flushed. 

Rudi acknowledge her and was equally embarrassed for her 

at the encounter in those circumstances.  She kept on walking out 

the front door, blushing as she went.   

Rudi was not sure if the blushing was from the attention 

Smackers had just given her, or because she had been playing 

mistress and got caught.  He gave Smackers a real ribbing about 

it as they walked into the breakfast room. 

 


