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Chapter 33:  The Penultimate 
Weekend: 

 

The phone in the Borsky household rang around 3:00 am 

Saturday morning.  

It was the London broker to confirm $15 million of the $20 

million stock he was working had been taken.  The Broker 

confirmed it was not to another trading house but for a New York 

client.  That meant another $15 million of stock had disappeared 

forever from traders hands.  That was the only business he did 

overnight and he rang Smackers after breakfast to keep him in 

the loop and the details.   

Saturday mornings in the Borsky house are a mad rush to 

organise the children’s activities.  The eldest son Joshua plays T-

Ball and Rudi managed the team.  Lisa had ballet lessons at 

Forestville and the youngest - Nicholas gets to go with whoever 

has the time to spare.   

Generally it is his mother because Rudi is often called on to 

umpire the T-Ball game.  The family all ends up at the T-Ball 

because the ballet finishes early.  Rudi loved his sport and 

encouraged and gave his children every opportunity to enjoy and 

get from it what he did during his later childhood and early 

adulthood.   

It was always a fun day out for the family and T-Ball was an 

interesting sport.  For Joshua, he enjoyed it much more that 

rugby league, as he did not like to tackle or be tackled.   

They would often go to the beach after the morning’s 

commitments were over and have some McDonalds on the way.  

Those are fond memories and were always a fun time.   Usually it 

was all done by early afternoon and then it was home to a 
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relaxing afternoon lazing in front of the TV and listening to some 

horse races or watching sport.   

Smackers response to the overnight sale when Rudi advised 

him was indifferent.  His night had apparently been a long one 

with Kerry before he rolled in early morning.   They arranged to 

meet at the Mossman Rowers on Sunday for lunch and an 

afternoon of snooker.  They were both very competitive on the 

snooker tables.  It was one place where Rudi could stir Smackers 

ginger and get him a little flustered.  Rudi rarely won, but he 

made Smackers play snooker.  He hardly ever gave Smackers a 

free shot and his game tactic was always defensive.   

Smackers was a freakish potter and once he got a roll he 

was good to watch.  To stay in the game, Rudi always tried to 

placed the white ball in defensive positions as best he could.   

These exchanges allowed them to be normal people away 

from the market.  There was always beers bet on the games, and 

their conversations were always mostly about the markets and 

past events within their market experiences.   

It gave them both a chance to lay their souls on the table 

and talk about eachothers inner most thoughts, about personal 

stuff, and general views on whatever two best friends want to talk 

about.  This day’s conversation covered women, sex, work, sport, 

politics, and even petty things like SBS bonus entitlements for the 

Treasury team and the planned remuneration renegotiations for 

SBS Treasury staff.   

The package SBS had to pay to get Smackers to come from 

CIBC required a 50% increase over what the SBS had paid Rudi 

when he joined them and was still currently paid.   

Rudi always gave Smackers some grief about this, like he 

always had to pick up the drink tabs and stuff like that.  It never 

really bugged Rudi - he never asked for a review of his own 

package at the time although he knew his Management would not 

deny it if asked.   
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He figured the Bonus Clause in his contract would be his true 

valuation and a reflection of his worth to the Society.   

The snooker at the Mossman Rowers was always a private 

affair.  There were two tables and usually they were the only ones 

there at this time on a Sunday.  Smackers was a member and it 

was just a 15 minute walk from his home.   

His wife Michelle was a beautiful woman and person.  She 

would always welcome Rudi and his family into their home.  The 

arrangement was for Rudi’s wife and the children to come over to 

Smackers home mid-afternoon.  Both Smackers and Rudi would 

join them after the snooker session for a barbeque and light 

session before an early night.  The mood of the afternoon was 

relaxed and calm.  But the underlying tension of what the next 

week represented was in both their minds.  They both knew what 

was at stake.  

The view from Smackers and Michelle’s back porch offered a 

magnificent view of the afternoon sunset.   It was a very relaxing 

and perfect day and just what was needed given what was at 

stake over the next day and a half.  

During the afternoon they discussed the overseas news and 

if any responses could be expected on the opening on Monday.  

Rudi did some refreshing with his research notes late on Saturday 

into how the December ’87 futures contract behaved in the last 

few days before the December closeout.   

He was mainly looking for increased volumes relating to 

rollover hedge positioning. This would show up in the volume for 

the March contract as the hedges were rolled forward.  He did the 

same for the September/December contracts during the 

September ’87 closeout.   

What he had noticed previously was the pickup in volume 

and spread blowout in the next spot contract in the week or so 

leading into the spot close.  Those who did this type of hedge 

structure really knew very little about how to construct a proper 
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hedge.  This quarter roll was the simplest of ways.  However, it 

was very expensive when rollovers had to be performed in the 

open market in the week or so leading into a contract close.   

Given the fact that these futures contracts were never 

deliverable, and the spread was never consistent between the 

rollover periods, hedgers were always paying away huge sums to 

buy their hedge protection.   

There were other alternatives via options and complicated 

cross market structures that offered better protection and yielded 

far better returns.  All they needed was the mindset to investigate 

and structure some software to guide them through the pitfalls of 

managing a fixed interest portfolio.  It would be a few more years 

before Rudi’s strategies for hedging became normal market 

practice.    

The depth of the SFE and OTC Options markets against the 

10 yr Bond contract was very good.  If the natural holders of 

Fixed Interest securities wanted to hedge their exposures, options 

were a much better way of both managing risk exposure, and 

grossing up yields.  Just selling a futures contract as a cash and 

carry trade against fair value was the simplest, easiest and most 

expensive way.   

Fact was, everybody was doing it and at the rollover point, 

everybody was doing the same thing, selling the next spot 

contract and buying the spot which was not really necessary 

unless volatility demanded prudence.  Smart operators were 

happy to use this timing to take advantage of the Fund Managers 

still not savvy to the developments within the market.   

The upshot of all this was an inbuilt cost to carry the hedge 

from quarter to quarter that was a huge negative and was offset 

against any natural yield the portfolio earned.   

This was further evidence that reinforced Rudi’s view just 

how naïve most of Australia’s Fixed Interest Dealers and 

Managers were in managing their portfolios.     
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Their logic and approach to their job was to believe that 

something as disturbing as a this SBS strategy could never take 

place.   As a convoluted reverse logic approach as this was, it was 

the weakness all markets operate around.  They relied on the 

regulators of the Financial Markets to guarantee their integrity 

and in which they relied upon to make their investment decisions.  

Rudi often pondered how they would respond if they knew what 

this SBS strategy was proving and just how ignorant the 

regulators really were. 

The weekend ended well with all the important things being 

the focus, family and friends.  It was just what was needed – it 

allowed the demons Rudi knew they would be facing over the 

next day to stay silent.  It was the measured calm before the 

storm that you knew was waiting for you.   

 

 


