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Chapter 2:  

The SBS Induction 
 

The Corporate environment at SBS was a cultural shock in the first 

few weeks.  The SBS Management were entrenched in their procedural 

approach and way of doing things.  As that relates to Treasury it was 

not hard to understand why the Treasury function was in need of an 

overhaul.  In the first few days ‘shock and horror’ was a way to describe 

how investment decisions were made and carried out.   

There was no structure or purpose to any investment decision.  

Those decisions were based on a process of ‘buying’ the highest yielding 

asset that complied with the SBS investment charter.  The missed 

opportunity costs were immediately obvious – it raised his first doubts in 

just how ignorant his Management where about Treasury matters and 

the role of Treasury.   

These first days gave Rudi such vision about the potential and he 

recognised a virgin treasury operation when he saw it.  He could already 

see that what lay before him was a dream opportunity to restructure 

and develop a truly professional Treasury operation from scratch.  He 

kept this recognition to himself in those first few days as he absorbed 

the information.  He focused more on the Management personalities and 

how he should best approach the radical changes that were formulation 

in his mindset.  

There was only one other Treasury staff member left when he 

arrived.  Her name was Sue Bennett and her role was ‘Settlements 

Officer’.  In those first few days Sue gave Rudi her understanding of the 

SBS Treasury operation and her role in how the office worked.  She was 

Rudi’s only real source of information about the Treasury day to day 

function.  

The dealing room was four rectangle desks all pushed together.  

The phones on the desks were Telecom commander phone consoles and 

there were three stations.  There were no computers, no whiteboards, 

no squawk boxes, nor any direct lines to brokers and any other market 

makers of note.  There were partition dividers that isolated another desk 

that represented the Treasurer’s office that also had a commander 

phone console.  When Rudi first sat at the designated Treasurer’s desk 

for the first time, he felt as isolated and disconnected from the 

professional marketplace as one could ever be.  For a fleeting moment 

he felt a touch of doubt and pondered if he had made the right decision.  

His competitive instincts kicked in almost immediately and he began to 

focus and plan the challenge ahead.  

The SBS portfolio printout summary was as archaic a document as 

he had ever seen.  The listing of securities suited the Accounting office 

purposes but had little Treasury focus.  Sue had to explain the printout 

for Rudi to understand what securities the SBS owned.  It took only 

minutes transpose the Liquids Portfolio information to a more suitable 

structure that allowed Rudi to apply his knowledge base so the portfolio 

began to resemble a Treasury printout.   
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Rudi’s immediate Management was Paul Ogilvy, the AGM Finance.  

The other staff who had Treasury associations and input was Finance 

Department Heads Don Watson and Noel (Bernard) Espitalier.  They 

were very welcoming and were just as curious about Rudi and his 

experience as Rudi was about them.  Ogilvy gave Rudi a 45 minute 

induction talk on his first day and took him around to meet Don Watson 

and Bernard.  Ogilvy gave a brief history summation of the SBS and how 

they enjoyed a quasi semi government status because of their 

relationship with the State Bank of NSW (SBNSW).   

At the time - this information did not mean a great deal to Rudi.  

There were many questions Rudi was eager and wanted to ask - they all 

related to the SBS Liquids portfolio and what his charter and authority 

was.  Ogilvy was very vague and gave some history on the previous 

Treasurer’s daily activities, and pretty much indicated that Rudi had a 

pretty free rein to invest and structure the Liquids Portfolio in any way 

he wanted.   

The advice given was that if anything felt uncomfortable or if he 

was unsure, he should first talk to him before he did anything.  It was 

explained that the SBS was looking for a better return from the Liquids 

portfolio and Management was open to any changes Rudi wanted to 

suggest and implement. 

Rudi had made a conscious decision before he started that he 

would try to tread very carefully in the early days of this appointment.  

That definitely meant no politics or ‘in your face’ type antics to start 

with.  In those first days he drew knowledge that nobody at SBS had 

any idea about the real market.  He also realised that any proposed 

changes he bought to the table would need to be explained in very plain 

market terms.  He planned to get a good ‘lay of the land’ - and how the 

personalities all melded together before he concerned him self with the 

internal politics.  One thing for sure was that nobody at SBS was ever 

going to question him on market knowledge and how markets 

functioned. 

One of Rudi’s strengths was his past Banking experience and his 

grounding in structured procedures and the checks and balancing 

protocols that entailed.  It was one of the reasons why Commonwealth 

Bank trained treasury staff were in such high demand within the 

marketplace.  Rudi’s notes had already identified many archaic 

procedures and he was planning changes from his first days.  He 

treaded carefully and kept most of the planned changes to himself.  He 

knew the potential for staff perceptions in changing things too quickly 

without demonstrating his credentials to make the changes.   

The Management continued to be very helpful and polite over 

those first weeks, and they grew on Rudi as a result.  As much as they 

wanted to impress him about their existing systems, he knew that some 

egos would be dinted when he started to suggest and make changes.  

For him to make the changes acceptable, he needed creditability within 

the management and work groups he was having meetings with and 

attending.    

It took about a week to transpose the portfolio into a workable 

spreadsheet.  This allowed reports and graphs showing maturity 

patterns, weightings, short and long term, and yield curve groupings to 

be produced.  Information of purchase yields and market yields became 

central to the report focus – revaluations summaries and other ‘bells 

and whistles’ were still being added.  
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He presented the first draft spreadsheet to Management and 

looked for a response.  The surprise and focus on the reports told Rudi 

that their respect for him was growing.  Rudi asked for their suggestions 

for improvements from their perspective and this went over well.  They 

asked for a few days to report back.  From that point onwards they 

accepted that Rudi had much to offer and they were on-board.  There 

were to be many more versions of that portfolio report over the next few 

weeks – all with improvements that had to be explained in great detail 

as to the relevance.  It was a way to give them market knowledge that 

did not create embarrassment or animosity.  They knew and began to 

see that the previous way they managed the portfolio had glaring 

omissions.  The report went to Management on a daily basis – they 

never asked Rudi to explain the report – they got their information from 

Don and Bernard.    

In his past employs, Rudi had spent a great deal of his time 

developing his computer skills and incorporating them into his work 

environment.  Stand alone computers first became a part of Rudi’s 

Treasury efforts in 1985.  He integrated his trading and administration 

programs at ABN in 1986 and then at Ord Westpac Futures in early 

1987.  The first four months with Ord Westpac Futures he spent with the 

Westpac fixed interest operation where he developed his first fixed 

interest programs.   

The head of the Westpac Fixed Interest desk was Richard Christian 

- his offsider was Bernadette Connelly.  Richard was a wealth of 

information and Rudi learned much during his stay on that desk.  There 

was also an actuary there named David Degroen who was responsible 

for all the actuarial work for Westpac on the Sydney Harbour bridge toll 

funding in early 1987.   

During this employment period, Rudi worked daily on a 

transposition of the bond pricing calculus from a calculator to a 

computer spreadsheet incorporating several additional functions that 

allowed hedging and valuation variances based on spread and market 

fluctuations.  Further developed of the program at SBS saw the addition 

of a hedge relationship with both the 3yr and 10yr bond futures 

contract.  To complete the spreadsheet for SBS purposes, macros were 

included to allow input and updating features and report printouts.  It 

ended up being a state of the art Treasury Portfolio report for short and 

long term investments.   

In adapting this program to record the SBS Liquids portfolio, Rudi 

did not showcase all the features to his Management in these early 

stages.  Rudi wanted to get this absolutely right before he presented the 

total package and the range of the program to management.  It would 

not be until mid Sept ’87 before he was prepared to release the program 

and all of its features to Management.    

The new reporting and Portfolio management system was an 

instant success.  After the acceptance of the transition, the SBS 

Management were curious as to where the computer system that 

produced the report came from.  Rudi explained he was using his own 

personal computer and the software program he was using was his own 

developed program.   

The SBS management immediately offered to pay the lease costs 

and asked where the software came from.  It was further explained that 

the software was propriety property and owned by Rudi.  The SBS 

Management respected this fact and contracted with Rudi to use it.  Rudi 
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was not looking to profit from the deal but to cover his computer lease 

costs.  It also prompted the approval for further computers for the 

Treasury operation. 

   

********** 

 

The Co-Operative aspect of the Society fitted well with Rudi’s 

attitude to life and his views on community banking principals.  He 

embraced the idea of the Building Society movement being set up as an 

alternative funding avenue for home lending.  Getting to understand the 

Societies cash flows, funding requirements and depositor investment 

options, allowed Rudi to oversee the greater picture of the Societies 

day-to-day liquidity requirements.  This in turn directly affected how the 

Liquidity portfolio was to be managed and invested. 

  Having an interest rate setting policy between the SBS branch 

network and Treasury for high-end net worth clients, was another 

important role for Treasury and its relationship with the branch network.  

Loss of the branch’s clients to competitors through interest rate shaving 

was not an option.  He reassured branch and internal Management that 

the Treasury would always offer the Branch’s clients very competitive 

rates to retain their depositors.  

During this induction period, Rudi was given more information by 

other parties as to the special relationship and some of the history 

surrounding how the SBS evolved, and the connection with the State 

Bank of New South Wales (SBNSW).  

The SBS’s fixed Capital base was 100% owned by the SBNSW.  

That capital ownership gave SBNSW effective control of the Society via 

the SBNSW control of the SBS Board.  The Board had eight Directors 

and a Chairman.  Four of the Directors were SBNSW appointed and they 

also had the right to appoint the Chairman.  The SBS GM also was an 

Executive Director on the Board and served in that position whilst it 

suited the SBNSW.  The SBNSW also appointed the SBS GM. 

The SBS enjoyed an agency arrangement with the SBNSW. This 

relationship with the State Bank was the origin of the quasi Semi 

Government status.    

Rudi was still not fully aware at this point of the political 

environment that existed between the two entities except what he was 

told in casual conversations.  What was obvious was that Cleary had an 

immense dislike for the SBNSW CEO - John O’Neill - and from Cleary’s 

perspective it sounded like it was reciprocated.   

The source of that animosity emanated from the appointment of 

John O’Neill as the new SBNSW CEO to replace Nick Whitlam.  Cleary 

had believed he had an undertaking from Nick Whitlam, that he would 

be appointed the next CEO of the SBNSW.  This information did not 

mean a lot to Rudi in these first weeks.  He had many other tasks to 

perform and he was completely focused on the Treasurer 

responsibilities, and interfacing with the challenges that presented. 

 

 


