
© 2011 Chapter 6 – Balls Like an Elephant …  

1 | P a g e  

 

Chapter 6:  

The SBS “Liquids” Portfolio 
Restructure: 

 

In the immediate days after the DBSM luncheon, the shredding 

and restructuring of the illiquid assets started in earnest.   Rudi gave 

DBSM a prepared list of the assets that needed to be prune.  For ease of 

pricing these asset, Rudi also provided a spread value to the market and 

benchmark stocks these securities matched up with in maturity terms. 

DBSM had authority to sell these assets if the sale price was within 

these spread values.  There were additional and secondary conditions 

that Rudi also placed on all or any sales – one of those conditions 

stipulated that the securities could not be moved within the professional 

marketplace unless authorised.  Another condition was that all counter 

bids had to be referred if they fell outside the spread value - if there was 

doubt DBSM were to ring to gain authorisation. 

To assist DBSM further, Rudi gave them the current book value of 

the asset.  Something DBSM would already know from the history of 

their sales to SBS.  This led to another condition which required they 

confirm with Rudi before they sold any asset at less then the book value 

listed.  This would give Rudi a ‘heads up’ to any capital losses he would 

need to offset against ongoing trading profits being generated.   

They talked every morning to update the days spread values and 

again during the day when bids and sales were being generated.   From 

an SBS Treasury perspective, these assets had to be pruned, and Rudi 

was being harsh with the pricing options offered during these early days.   

Management were on board with the restructure but only if losses 

generated could be offset by profits from other sales - or from trading 

profits generated from new treasury activity. This was additional 

pressure for Rudi to ensure these trading profits were in place.   

The SBS never had the contacts within the marketplace to sell 

these securities in their own right.  So - any profits DBSM were making 

within the spread values he authorised them to work would be easy 

pickings for DBSM.  Rudi was planning to extract some reimbursement 

from DBSM in other ways once the restructure was largely completed.  

This was a very delicate operation and it required quite a bit of fine-

tuning.   

Some $20-30 million of sales had been completed within the first 

days.  From the results, Rudi became increasingly aware of just how 

much money had been fleeced by DBSM when they first sold these 

securities to SBS.   

After the first two weeks of the restructure, Management became a 

little concerned about the reduction in the gross yield on the Portfolio. 

This was exaggerated because Rudi had also added trading stock to the 

Portfolio and was funding this from the market.   
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Rudi explained this to Management and it seemed to appease 

them in the short term – no serious capital losses had appeared and to 

date the restructure was going according to plan.    

Rudi also provided Management with a daily progress report on the 

restructure – this included the mark-to-market portfolio position.  This 

daily report gave Management an insight to the real market value for 

some of the ‘dog’ yielding securities.  Management did not have much to 

say about the progress of the restructure on a day to day basis.   

Unknown at this point was the fact that the markets were only 

weeks away from the October ’87 crash - an event that would have dire 

and catastrophe consequences for all global Treasury and Equity 

markets.  In light of that impending event, the SBS restructure currently 

under way would define the SBS Treasury operation for the next eight 

odd months.   

Nobody was to know this during the restructure period.  When the 

October 19th 1987 Stock Market crash hit, most of the restructure was 

completed.  Everything Rudi had spoken about to his Management as a 

reason for the restructure had proved correct.   

With the proceeds from the DBSM asset sales, maturity matching 

Semi Government, and Commonwealth Government securities (CGL) 

were purchased.   There were some good yield moves during the month 

of September and substantial profits were derived – these offset the 

losses made on some of the illiquid sales.   

 

********** 

 

September was very busy and the transactional settlements 

arising from the combined trading and the restructure had put a lot of 

pressure on the settlements function.  In staffing terms it was still just 

Sue working the Settlements function.  Sue was magnificent in her 

ability to handle the pressure.  Without her holding the operation 

together in the back office – much of what was accomplished during 

Sept and Oct would never of happened.   

As with any Treasury operation, the settlements function was the 

living breathing lifeblood of its output.  The Fixed Interest transactions 

were normally a 3 day settlement turnaround.  This allowed Sue to plan 

her settlement arrangements at the end of day going forward.  

However, all the Bank Bills and Cash transactions were all same day 

settlement.   

To Sue’s credit and ability, she knew when to ask for help and was 

very good at delegation.  She called on staff from other Departments to 

help when she knew she was in trouble completing the day’s 

commitments.  She showed great management of her time skills in 

arranging this without reference to Rudi.   

By the end of the month Rudi knew he had a very good operator 

managing the settlements operations.  Sue was brilliant and rather than 

complain about the workload and late finishes, sometimes 7 pm and 

later, she rolled up her sleeves and coped with everything that was 

asked of her.  

The following table gives the daily dealing and settlement statistics 

the SBS performed during the period through to Apr ’88.  This table 
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shows that Sept ’87 was the second busiest month after Mar ’88 for the 

whole period. 

 

SBS Monthly 

Summaries: 
Number of 

Deals 

Bank Bill 
Turnover 

($M) 

Semi Gov 
Turnover 

($M) 

CGL 
Turnover 

($M) 

O/N Cash 
Turnover 

($M) 

Sep '87 791 $2,480 $564 $194 $1,564 

Oct '87 547 $1,686 $387 $364 $1,987 

Nov '87 737 $2,826 $544 $386 $1,873 

Dec '87 571 $1,785 $229 $678 $2,176 

Jan '88 369 $847 $210 $488 $2,735 

Feb '88 486 $1,577 $218 $916 $4,222 

Mar '88 924 $1,671 $192 $3,212 $4,469 

Apr '88 397 $803 $30 $543 $2,446 

Totals: 4822 $13,675 $2,374 $6,781 $21,472 

 

 

The daily average for September was almost 40 deals a day. They 

were Bank Bills, Semi and CGL securities, cash, branch clients rollovers, 

all requiring cheques to be drawn and signed, and then to arrange 

banking, delivery of T&A’s, Austraclear settlements, all along with the 

Bank reconciliations and procedures attached to the previous days 

settlements.   

She was magnificent, and did all that without an error or a missed 

settlement.  It spoke volumes to Rudi about her capabilities.   

Rudi was there with her and helped her as best he could, but it 

was her show.  It was more moral support and an overlap of some guilt 

for having put her under so much pressure.  Her efforts meant trading 

profits for the SBS and she understood her responsibility and 

contribution to those efforts.  

Rudi took Sue to lunch on a quieter day toward the end of 

September and had a good yarn with her.  He wanted to tell her 

privately and away from the work environment, just what a wonderful 

job she had done.    

She gave him her feedback as well and said she was super 

impressed with the activity and the workload - she had never been 

exposed or seen anything like what had passed over the last few weeks.  

She indicated she preferred to be busy - and also indicated that no one 

had ever pressured her the way she had been pressured during that 

month.  She said had never been happier in her job and this was 

shaping up to become a very respectful and great working relationship.   

Rudi told her that she could expect more of the same over the 

coming months and this was how a normal treasury operation 

functioned.  Rudi was well pleased to receive her comments and her 

appreciation as well.  He informed her to go and hire two new staff and 

to get some temporary staff to fill the positions immediately.  

Rudi arranged for her to get an immediate pay rise that almost 

doubled her salary.  That came through about a month later after being 

ratified by Management.  She was so pleased when she received her 

first pay advice showing the increase.  She was embarrassed and their 
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bond as work compatriots was cemented from that point on.  She was 

very loyal and Rudi took care of her as best he could all through the 

next 12 months – right up and until the merger with St George Building 

Society happened in Sept ’88. 

September ’87 proved to be an exceptionally good first month.  

The tongues within the SBS corridors were wagging with the internal 

gossip about the money being made by the new Treasurer.  There were 

also several enquiries for internal transfers from other SBS departments 

to Treasury when they heard that the Settlements were looking for two 

more staff.   

Rudi caught up with Sue many years later in 1994 on a visit to 

Sydney.  They still had that professional respect and friendship born out 

of loyalty their time spent together at the SBS Treasury.  She was still 

doing well at St George.  Another 15 years passed by before Rudi again 

had any contact with Sue when research for this story was undertaken.  

She was still at St George and looking after the transfer and merger of 

systems during the Westpac Banking Corporation takeover of St George 

Bank in 2009.   

 

********** 

 

At Rudi’s first SBS Monthly Managers meeting in early October ’87, 

there was a real buzz going on in the room when Rudi first arrived.  He 

sat most of the meeting listening to the procedures and presentations of 

other Managers hoping to learn of the existing protocols.   He was 

impressed at the thoroughness of each Managers report.  It 

demonstrated to him how much he still had to learn about the Corporate 

and retail mindset.  He did a quick rehash in his mind as to how he was 

going to present his report.   

Rudi was a little surprised when the SBS General Manager, Denis 

Cleary took the stage and did the SBS Treasury report on his behalf.  He 

also introduced Rudi to the group  as the new SBS Treasurer.   He made 

further glowing remarks about the month’s Treasury performance.  Rudi 

was a little embarrassed at the spotlight among those whom he did not 

know and those who he had only met briefly.   

Rudi could understand why Cleary did what he did.  The net 

Treasury trading profits for the month was $1.632 million - it was 

spectacular news and Cleary wanted to deliver it himself.   

It was a fleeting moment of highlight and over the following 

weeks, Rudi was made to feel very welcome.  Rudi learnt later from the 

Head of the Corporate Lending operations, Col Middleton, that all the 

initial buzz when he walked in to that first meeting was over rumours 

that the Society had made over a $1 million dollars in September.  The 

SBS had never seen monthly profits like that previously.  Their best 

annual profit since they started in 1982 was a $2.5 million profit in 

1984. 

In addition - over 40% of the portfolio switch was completed by 

months end.  All the write-downs were well and truly covered by the 

ongoing trading performances and offsets against capital losses on 

existing illiquid securities.   

The gross end of month Trading Profit was $2.6 million.  Over $2.3 

million of this came from intra day trading activities and the balance 
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from sale of illiquid assets.  The write downs on illiquid securities sole at 

capital losses amounted to $1.082 million.   

It really was a great month and the Management’s trust in Rudi’s 

proposals was justified.  The SBS Management had also learnt 

something important about Rudi’s knowledge of the markets - they were 

however, still some way from accepting Rudi as a fully trusted 

employee.  He would have to do more for them to be completely won 

over – 

 

 


