
© 2011 Balls Like and Elephant - Chapter 40 – The Meltdown Begins …  

1 | P a g e  

 

Chapter 40:  The Meltdown Begins: 

 

It is an absolute truth to say that anybody who believes in 

daring one’s own future – then they also challenge their own 

destiny.  Believing in something because you want it to be so - 

will not make it so.  

And so it was with Rudi – and not for the first time during 

his Financial Markets career.  He has been down this path many 

times and so when he had his doubts about Cleary and that last 

meeting and Dennewald’s guarantee as he went on leave – his 

fate lay in the hands of others.  The Hamilton James Bruce job 

offer came to mind and perhaps he would chase that up when he 

got back.  But for the moment he had to see this SBS Bonus issue 

through to the end.   

The plane ride went quickly – Parents and children in first 

class and the holiday excitement was there except for Rudi.  He 

couldn’t let this go for the moment – it was still so raw and 

exposed.  Those doubts would stay with him until proven 

otherwise.  His family knew nothing of his reasons for his 

reserved mood. 

If he believed everything Cleary and Dennewald had 

promises, stated and shook hands over – then he should have no 

cause or reason to think the way he was thinking.  His market 

career had always been a naïve existence when it came to playing 

politics or respecting his Management.  He was too trusting and 

ready to accept what other people said they would do.    

All the while Rudi had been basking and celebrating in the 

aftermath of the March closeout – in a Bank Board room only a 

few streets away and on the highest floor level of the gothic like 

State Bank of New South Wales (SBNSW) building - there were a 

group of nasty executives huddled together planning how to play 

their own ‘sting’ and end game solution.  
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Just as Rudi had planned his own Futures ‘sting’ against the 

March close - the SBNSW Executive were planning their own 

‘coup’ to win back control of the SBS Board.   

These pious little men were like woodpeckers hammering 

away trying to find a legal way to halt the juggernaut progress 

that was the SBS.   Four of their kind had been attending the 

monthly SBS Board meetings - as was their right to do so  - and 

every month Cleary had been pissing all over them with the SBS 

monthly profits report. 

Cleary had no time for the SBNSW CEO - John O’Neill – and 

the monthly SBS Treasury profits allowed Cleary to vent his 

disdain at his arch enemy – and Deputy Chairman of the SBS.  

Since John O’Neill had taken over the running of the SBNSW 

in July ’87 after Nick Whitlam’s tenure ended – the reason for 

Cleary’s dislike for O’Neill – Cleary believed the job should have 

been his after he did a deal with Whitlam when he was appointed 

SBS CEO in 1984.   

Since O’Neill’s appointment the SBNSW’s Treasury operation 

had seen nothing but turmoil.  This increased further after the 

October ’87 crash and it became catastrophic in the ensuring 

months as losses mounted and looked like the SBNSW was going 

to go under unless they could get an injection of capital.   

The State Banks of Victoria and South Australia had both 

gone under and the market was aware of the mounting SBNSW 

losses.  They were now swimming in a red river of bad debt write 

downs.  The Treasury was also adding to the losses and they had 

to chain their Treasury dealers to their desks to keep them from 

defecting.   

This was in opposite contrast to the SBS Treasury operation 

and O’Neill envied Cleary more than words could say – and at 

these SBS Board meetings Cleary never let O’Neill forget it.    

The huddled group were now plotting their own ‘coup’ to get 

rid of Cleary and take back the SBS Board control and get their 
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hands on the SBS reserves – bolstered by the $25 odd million 

SBS profits for the year to date. 

This end-game part of their plan had been six years in the 

making from when they first formed the SBS in 1982.   

The SBS was thought up as a plan to get around a 1931 deal 

put together when the then Government Savings Bank (GSB) 

defaulted.   The Federal Government owned Commonwealth 

Savings Bank were asked to bail the GSB out during a run the 

Bank endured leading up to NSW Election where depositors were 

fearful the Labour Leader Jack Lang would carry out his policy to 

nationalise the GSB.  This was during the continued fallout from 

the global 1929 crash.    

The GSB bailout placed a restriction on the new redefined 

State Bank that they could never operate a Savings Bank arm in 

NSW whilst the Commonwealth Savings Bank operated one.   

The SBS was the SBNSW’s plan with the sanction of the then 

NSW Premier, Neville Wran, to get around the 1931 agreement.   

The SBS was seen as a way around the 1931 agreement.  

The CSB challenged the SBNSW and a three year court battle 

ensured.  The SBNSW won their case and the CSB made their 

final compensation payment to the SBNSW in July 1987.   

From that time the SBNSW had been planning to merge the 

SBS with the SBNSW which ws the end game plan in 1982 when 

the SBS was first formed. 

The SBNSW were now approaching the last chapter in this 

long term strategy.   

Up until the NSW elections in Mar ’88, the previous NSW 

Premier Barrie Unsworth had made public statements he would 

not allow the SBNSW to take over the SBS.  This had stopped 

O’Neill in his tracks.   

That was all about to change with Unsworth’s defeat at the 

March 1988 elections.  The new NSW Premier Nick Greiner was 



© 2011 Balls Like and Elephant - Chapter 40 – The Meltdown Begins …  

4 | P a g e  

 

set to agree to O’Neill’s plea to let him take over the SBS and get 

his grubby little hands on all that nice juicy profits they had been 

making – and all to cover his own ass.   

Since O’Neill become the SBNSW CEO he had set the Bank 

on an expansion plan into large Sydney CBD property deals 

before the ’87 crash – and now they had gone bad.   

O’Neill was desperate for capital and the NSW Government 

had none to bail them out.  His target was now the SBS.   

Cleary and other SBS executive were unaware of O’Neill’s 

agenda thinking that the Unsworth deal would carry over to 

Greiner’s Leadership.  The final SBNSW plan was about to go into 

action. 

The first part of O’Neill’s plan was to have his own Treasurer 

– Phil Gray - conduct an audit of the SBS Treasury operation.   

Unbeknown to Rudi, Cleary had given his approval for this to 

happen on the day after Rudi went on leave.  Cleary knew this 

when he spoke with Rudi about the Bonus issue two days prior.  

That was what Rudi was picking up on during their meeting – 

Cleary had been holding back.  

The first Rudi knew of the Audit was when he landed at 

Hamilton Island to find three messages marked - ‘urgent’  and a 

message to ring Smackers at work waiting for him. 

There was to be no holiday – the next seven days were 

spent on the phone with Cleary and Treasury staff trying to find 

out what was happening and to help the SBNSW staff with their 

Audit.   

All through those daily conversations with Cleary and 

Thompson – they were coy and not wanting to discuss any Audit 

outcomes.  Finally Cleary told Rudi he was to extend his leave for 

another three weeks – that meant he would not be back in the 

office until the same time as the May Board meeting. 
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Smackers had no idea what was happening at the Executive 

level - he had SBNSW staff sitting on the desk and he couldn’t do 

any deals without clearing it with the SBNSW staff.  This was 

Rudi’s worst nightmare being replayed over again.  He wanted to 

fly back and confront the Audit team and be available to answer 

any questions.  There was no way Smackers or any other SBS 

Executive could explain the Futures play and for them to try 

would be a disaster. 

Cleary told him ‘No – you must stay away – they want your 

hide and I’m the only thing stopping them for the moment.’ 

Rudi was between a rock and a hard place.  How could he 

trust Cleary or anyone else to explain the futures play if that was 

what they were auditing.  He spent his whole holiday like a cat on 

a hot tin roof – his family had a great holiday – but Rudi was 

hardly ever there in thought of mind.    

It has taken 25 years to piece the rest of this story together 

and the next instalment of this story will reveal the structure of 

the plan to ‘defraud’ the SBS Members and the SBS staff. 

The new NSW Premier Nick Greiner sanctioned this ‘fraud’ - 

and the ensuring cover-up to bail out the SBNSW is part of that 

story.   

In the end the SBS members were screwed out of their $60 

million of capital reserves - there was no Bonus pool distribution – 

the SBNSW got it all.   

The SBS Members were asked to buy their way back into St 

George Building Society to cover the $75 million St George paid 

the SBNSW for its $3 million worth of ‘fixed capital’ shares in the 

SBS.  A $1.5 billion Building Society with members holding shares 

to that value – were dictated to by a Bank who owned just $3 

million worth of ‘fixed capital’ shares.     

Everybody at the SBS got royally screwed – all on account of 

a despot like O’Neill desperate to save his own bacon and 
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reputation over bad debts he authorised - trying to make his 

mark as a Banker whilst the CEO of the SBNSW. 

Rudi was a shattered man when he came back from his 

extended leave – it was all over – O’Neill had dumped Cleary as 

CEO – Dennewald had been replaced by O’Neill as Chairman – 

and the Bonus Proposal never made it to the May Board Meeting.   

Thompson had been sent on ‘extended’ leave - the whole 

SBS Management had been blindsided by O’Neill’s coup and the 

deal done with the new NSW Premier.   

O’Neill had got to him and pleaded his plan to save the 

SBNSW from going under.   Greiner’s ignorance and frustration at 

having to deal with the pending SBNSW failure in his first days as 

Premier - allowed him to be talked into O’Neill’s planned SBS 

coup. 

O’Neill never played it straight with Greiner and as the 

SBNSW/SBS merger plans came unstuck through Greiner’s own 

Ministers opposing the deal – the only option left for O’Neill to 

save face was to strip the SBS of it capital for his own Bank’s use.  

He needed Greiner’s help with that as well and Greiner obliged.   

This was the biggest Corporate heist by a Government of 

public monies ever in Australian History – and everybody just sat 

back and let it happen. 

 

THE END! 

 

 

 


