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Chapter 32:  Trading Diary – Friday 
11th Mar 1988: 

 

It was the end of the week and Rudi received calls from off-

shore brokers through the night looking for stock.  News was rife 

about the volume of stock taken in New York and London 

overnight.  The calls to Rudi were welcome from an information 

perspective but he did no business.  He knew the market would  

be bid this morning on the back of that activity.   

This was confirmed when both physicals and futures opened 

well bid.  Volumes on both markets was high and before Rudi had 

a chance to strategise the day to any intraday moves - the 

physicals were already bid under 12%.  This was a surprise and it 

also induced futures to become aggressively bid.  By Rudi’s 

estimation - a lot of the futures bidding was a continuation of the 

hedge rollovers into the June contract.   

To unwind and roll the hedge forward they had to buy the 

March and sell the June contracts.   

Altering the 88.00 strike price target this late in the game 

was not an option for Rudi.  He also believed that all option 

market makers would not want to retarget and reposition their 

books to a different strike closeout price.  So inadvertently, Rudi 

knew he had unsuspecting helpers out there wanting the same 

closeout price as he did.    

The SBS play was geared to 88:00 and to unwind option 

positions to a 88.25 strike price would have required a massive 

re-positioning and would not go unnoticed by the market.  It was 

an 88:00 close or pick up the bat and ball and take your medicine 

and have to settle for much less profit than the 88:00 closeout 

offered.  It would be a cost give-up of somewhere near $1.5-$2 

million from the currently expected $7.5 million.   
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The question confronting Rudi was what it would cost to 

prevent the 88:25 closeout – and what could SBS do to prevent 

it?  The prevention was the easy part – Rudi just had to create 

selling in both markets.  The cost to change the strike was worth 

defending and he had to find a way to get the option traders to 

help do his bidding for him.   

Rudi told Smackers to hit the bids in the physicals for up to 

$50 million and made light of the previous days strategy to buy 

more stock.  He then rang Manny from Schroders and had a 

general chat about what action he was seeing in the options for 

both spot and the June contracts. 

Manny was as confused as Rudi and said that the deltas on 

his pricing were all over the place because traders were hitting his 

bids and offers at the same time.  He could not shed any light on 

the activity except that there were some pretty big roll-over 

orders being conducted.  This confirmed Rudi’s read on the 

increased buying into the spot contract. Rudi had factored in this 

event to his strategy – he had seen this same impact on the 

Dec/March rollovers three months earlier.   

What would hurt the SBS most was all the SBS’s sold ‘call’ 

positions against the 88.00 strike – if the market finished higher 

than 88:00 and lower than 12% - the settlement price would eat 

heavily into projected profits against a 88:00/12% closeout.   

After this hectic opening - the day’s strategy now became 

about trying to hold the market and gauge the buy strength and 

how aggressive the traders wanted to get with the market.  After 

today there were only 1.5 trading days left and he could feel how 

close it was - he was not prepared to let it go this late in the 

game.   

He told Smackers, ‘I want you to soft sell up to $100 million 

of physicals … that is inclusive of the original $50 million I told 

you to do before.’ 

He added, ‘don’t sell above 11.98%.’   
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He wanted to put a floor on the buying.   

Smackers responded, ‘already lost $30 million of the initial 

$50 million and the market is still bid at 11.99%.  That is our 

offer at 11.95%.  We did most of the earlier business at the 

11.96-98% range.’ 

Rudi took all the information on board.  ‘Just back off and 

see if they want to get aggressive with the offer … that just might 

tell us something.’ 

  The June spread was nudging 25 points and was bid … the 

previous day’s forwards interest was now focusing on the spot 

market. 

  Rudi saw opportunity on the day to force the spreads 

together and he was mentally planning a strategy.  He mentioned 

to Smackers what he was thinking and wanted feedback.  

Smackers was head down and ass up trying to filter his offers to 

gauge the bidders, and their strength.  

Smackers cautioned, ‘you really want to have another crack 

at the market this late in the game?’ 

’88:00 is the game …’, he snapped back. 

Rudi respected the question and it had real relevance.   He 

next decided to play a patience game with SBS’s offers out there 

to see which side of the market blinked first. 

With the loss of the Jan ‘98’s in both the forward sales and 

the spot sales Smackers was undertaking at the moment, the 

SBS position was soon to become very weighted in FRA/Futures.  

This freed up monster positions for the SBS to hit any market any 

way they wanted.   

Rudi could short the physicals if he ran out of stock.  That 

might advertise to the market what was afoot and given what was 

a stake, that might would be a problem this late in the game.  

Handing all that stock over to traders could also present 

problems. 
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All his FRA/Futures and options exposure against the March 

contract would become zero at 12:00 midday on the 15th, 

Tuesday next week.  A lot of portfolio weighted pressure had 

been released with the physicals being sold at the moment.  The 

portfolio was now looking very structured and not overweighted in 

any way.   

Ongoing funding margins against the portfolio yield would 

suffer with the loss of physicals 3 days out when settlements took 

place.  He could live with that for a few days.   

In assessing what this meant in optimal terms, releasing the 

physicals at better yields that 12% factored positively on the 

original profit forecasts.  The optimum settlement price for all the 

SBS futures options related strategy was structured toward 

88:00.   

At that level some $3-$3.5 million fed into the SBS coffers 

via all futures and option positions.  Another $4 million profit 

would feed in via the revaluation and sale of the Jan ’98 position 

forward sold at near 12%.   

A futures spike toward 88:25 would hurt the options position 

and be offset to some degree if the remaining physicals were held 

and not sold.   The month was still going to look as good, but 

perhaps not the $7.5-$8 million he had originally forecast to his 

Management.   

The day was not over yet - there may be some reason for 

this buying that was still not known.  It was necessary to just be 

patient and let it play out.   Responding to soon was not 

necessary given where the market had been marched over the 

last six weeks or so. 

His mind quickly returned to the markets with a clear focus, 

he saw the price action in futures still being bid - sellers were 

backing off and the market was edging higher in price terms/ 

lower in yields.  The market needed a shove and a quick move to 

put the traders on the back foot. This had Rudi thinking that any 
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closure of the spread was more likely to come from the physicals 

with yields going down to meet the futures.     

To protect the options and futures positions, Rudi could 

always sell more physicals to force the futures to move back up to 

meet the spread.  It was all a bit hairy at that moment and again 

Rudi decided to pause and let the market tell him what to do.  He 

left Smackers with his $100 million order to sell. 

Rudi went to lunch without doing anything and whilst he was 

itching to get in there and mix it up, he held his emotion in check 

and decided to hang a big lunch on with Claudio and his Bain 

Refco phone jock - Hippo (Bob Hickman).  He told Smackers what 

was he was doing and wanted him to mind the fort to ensure the 

physicals were offloaded if the bids came to him.   

Rudi told him, ‘keep me updated if the market begins to hop 

and march.’ 

Smackers had ants in his pants with the responsibility 

shifted to him.    

Rudi felt good about pressuring Smackers … ‘Letting him 

have the weight of the world on his shoulders for a few hours 

would be a good thing,’ he thought. 

Rudi took his mobile phone and was gone.  He was off to 

Amar’s Indian Restaurant in Pitt St to join Claudio and Hippo.   

Cooling his heels at lunch gave him an opportunity to think 

away from the office.  He ordered the Chicken Marsala with naan 

bread as he always did.  He loved to dunk the naan in the sauce 

and eat his meal that way.  They also had a great red wine 

selection and lunches usually went late.  

Rudi checked in with Smackers 20 minutes after the markets 

re-opened.  They had not lost too much stock after lunch.  

Smackers indicated the market was largely still at lunch and 

nothing was really happening.  None of the traders Smackers 

usually talked to were at their desks.  The early morning flurry 
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appeared to have weakened.  That was what Rudi was wanting to 

hear.    

The futures price had drifted back down to 88.01 after a 

sneak peak to 88.04.  There looked to be plenty of sellers at 

higher levels and the physicals had also drifter back to 12% level 

without really trading as well.  The selling Smackers had done 

during the morning now look good.   

The spread was almost zero and at that level, Rudi thought 

the physicals were a buy anywhere over 12%.  The futures were 

only going to drift toward 88.00 or 12% and any physicals above 

12% would prove good value given where the June contract was 

trading with a spread still at 25 pips. 

His instincts were to tell Smackers to buy back some of the 

stock he sold in the morning above 12%.  Smackers agreed and 

went ahead to place his bids.  If he could get them at 3-4 points 

over futures and above 12%, this would be a great day trade, and 

bank another $2-300k for the day.   

Lunch finished around 3:30 for Rudi and he turned up at the 

office shortly thereafter.  The desk had done well during his 

absence and it gave them all a good feeling to have done it 

without Rudi being there.  It had been a good day and Rudi 

invited Smackers, Michael and Sean to join him at the Wentworth 

for drinks after they had finished up.   

Claudio turned up back at the SFE floor about the same time 

Rudi arrived back – he was sloshed and when he spoke to Rudi 

from the floor he had trouble getting his words out.   

He said, ‘that was a good lunch … it is pretty quite here … 

the boys are a little keen to sell this market into the close of day 

… some day traders got themselves a little long this morning.’ 

‘We’re pretty much done for the day,’ Rudi responded. 

‘You want to join us later at the Wentworth … we’re all 

coming down when we clean up here.’ 



© 2011 Balls Like and Elephant - Chapter 32 – Trading Diary – Friday 11th 

Mar 1988 …  

7 | P a g e  

 

Claudio was keen and said, ‘see you there after 5:00 pm,’ as 

he hiccupped into the phone. 

Rudi was as ease again.  He wanted to see Thompson before 

he left to give him a quick update on the day’s activity.  He was 

sure that the update would help his Management sleep better 

over the weekend.  He bounded up the stairs and gave his report 

to Thompson – trying all the while to fake his sobriety.  

Thompson didn’t seem to mind that he never hid it very well. 

Friday night at the Wentworth was usually a packed affair.  

It was a known market hangout and anybody wanting to be seen 

always hang out there.  The SBS boys all arrived around the 

same time as Claudio and Hippo and by 7.00 pm it was squish 

room only around the service bar.   

There was the usual loud hum of multiple conversations, 

each louder than the one next to them trying to hear themselves.  

The bar was 3-4 deep trying to get drinks.  This was a big 

advantage when you had brokers buying.  They were the ones 

who had drinks spilled all over them fighting their way to and 

from the bar.  

Smackers left relatively early - his mistress Kerry had 

arrived and he was off to have a meal, and some private time.   

His mistress had been with a few guys from the market before 

she firmly set her sights on Smackers when she worked with him 

at CIBC.  Kerry had the most captivating green eyes that would 

always catch you staring.  She usually dressed down when 

compared to the other market kittens.   

There weren’t too many ladies who went home alone after 

nights like these.  The guy’s who missed out usually ended up at 

a brothel if their broker was feeling horny as well.  

Rudi was enjoying some intimate dancing with a previous 

colleague from ABN - Liz Lynch.  Liz and Rudi had always been 

intimate but had never done the deed - this was a rule Rudi had, 

flirt but never bed a work colleague.  Liz was now at CIBC and 
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she was very aware of the Smackers and Kerry thing.  It was very 

difficult to keep any secrets in the marketplace.   

Liz and Rudi flirted for an hour or so before Liz started to get 

serious about finding someone to share bodily warmth.  She knew 

Rudi’s situation and never tried again after her first time when 

they were at ABN together.  She was not offended and it never 

impacted on their ongoing friendship.   

Rudi’s profile at the SBS sometimes became a problem at 

gatherings like this.  He was largely known by reputation and with 

the Wentworth crowd splattered with all the different market 

players, he was pointed out frequently.  This often led to others 

seeking him out and wanting to buy him a drink and strike up a 

conversation.  They were largely broker types and this is where 

Claudio would let his ginger become agitated.   

He felt Rudi was off limits to all other brokers, and these 

types of gatherings made Claudio the right little spit-ball and he 

could become quite feisty.   

Rudi was loyal, and had told Claudio countless times that 

this sort in interplay was just business.  Rudi liked to dangle the 

carrot of his business in front of any broker who was interested to 

talk about it.  He knew it would never go anywhere, but the idea 

was to keep Claudio and Bain Refco honest, and at the same time 

keep the competition interested.  The FRA/Futures deal never was 

talked about as this was something any competing Broker would 

have to match if they were serious. 

The night ended mid-evening for Rudi and he drove home 

around 11’ish and made sure he was careful in staying within the 

traffic flow.  His trip home could go two ways – tonight’s trip 

started over the Harbour Bridge heading toward Forestville via 

Rose Bay, and then over the Northgate and Roseville bridges.   

His head was clearer for the evening’s activities and the 

chance to mingle with other market operatives allowed him to let 

his guard down a little.  There was not one mention about the 
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impending Futures closeout.  That spoke volumes and meant a lot 

to Rudi.  It was more a confirmation than anything else.  

The drive home was soothing and as he let the throttle open 

up on the downhill Roseville Bridge as he always did, he saw his 

speedometer hit 200 kmh before he let the backside hill kill the 

speed.  He often did this late at night – always when there was 

hardly any other flowing traffic around him.  His HSV Commodore 

was a safe car and he drove it like a bat out of hell when 

opportunity arose.   

His best time from the work car park at the Hyatt on Oxford 

St, to home, a little over 19 kms by the shortest route, was a 

little over 25 mins.  From the Harbour Bridge exit, he had done 

the trip in less than 13 minutes.  

 His Trainee Dealer, Michael was in the car when he did that 

time and he had never travelled with Rudi in the car since.  

Driving like that with Meatloaf blaring out of the front and rear 

speakers was another way to clear his head – made him 

concentrate as if his life depended on it.  The speed thrill required 

such concentration it forced everything else out of his head.    

It was a different type of release and gave him a focus that 

made the days activities disappear altogether for that short ride 

home.  The after effects were like a cold shower on a winter’s 

morning - refreshing and exhilarated.  He was always awoken by 

the trip and also relieved every time he walked through his front 

door.  

He loved the smell of rubber when he parked his car and 

listened for a moment as he turned the volume down and let the 

album play out.  He liked to hear his car creak and groan from 

the stress he had just put it through.  ‘She’ had never let him 

down, one of the few female thought of ornaments he possessed.   

The real women in his life would all turn on him in later 

years, who could blame them he often thought when he reflected 

in the way he had lived his life during his market years.  But right 
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then – he though of himself as untouchable – someone who was 

in such command of his destiny that he was in total control. 

His wife was in bed when he readied himself - he checked on 

both his sons, Joshua and Nicholas and then entered his daughter 

Lisa’s room.  He covered her - she always kicked off the blankets.  

Her satin edged ‘blankie’ was beside her as she sucked her 

thumb.  It was her security token and he lovingly kissed her 

goodnight and whispered in her ear that he loved her.   

He sat there a few moments and pondered what he would do 

if he lost all this.  It was impossible not to think of that possibility 

given the lifestyle he was living.  He again kissed her, half hoping 

she could hear him telling her just how much he loved her.  

The phone rang and he quickly rushed and picked up the 

master bedroom extension.  It was London and the Bain’s dealer 

was looking for Jan ‘98’s for a European client.  The wash up of 

the day had seen Smackers purchased back $55 million of the 

$70 million stock he had sold early.  Rudi was very comfortable 

with the portfolio structure and he spoke to the London dealer 

and offered stock at 11.95%.  This was 8 pips under where the 

stock finished that day.  If Rudi got taken at that price he may 

have to make a few phone calls to find out what else was 

happening.  The volume offered was up to $20 million and the 

dealer was told he could work that order all night.   

If any stock was sold Rudi would get an immediate phone 

call and a confirming fax to both the office and his home fax to 

advise the details next morning.  Rudi went to bed and slept 

soundly until around 3:00 am.  

 

 


