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1 African Bank branches out

| THE African

Bank is e .
. = By JOSHUA |
ches. RAOO :

The first was opened chief executive Mr Gaby
| in Umlazi, Durban, yes- Magomola,

| terday, the second will be The opening of the
opened 1in Tzaneen on <) three branches would lead
April 1 and the third in:‘&" t0 an expansion in the

Cape Town later this ) bank’s activities with its

year. N\ services being used by
The bank’s general more people, he said. It
manager, Mr

Mamoojee, said the Afri- § tives of getting clientele

can Bank was well on the ?!frum the corporate world
road to recovery after a bwhn would assist in its

Ishmael i will also pursue its objec-

pro-

year 1n which internal Ldevelopment

grammes.
A five-year strategic

plan aims to make the

problems culminated in
the resignation of senior
management, including

bank: @ %

* The foremost institu-
tion 1 the promotion of
respect, digmity and
caring among its clients
and staff;

* Active in the con-
tinnal development of
customised competitive
products to meet the chal-
lenging needs in the black
market;

*  Achieve above-
average returns on share-
holders’ investment while
sustaining strong internal
growth;

* Mobilise and recycle
the black community’s
savings by making them
available for improving
their economic potential;
and

*  Understand the
needs of black business in
its comnmitment to offer
effective and professional
business development ser-
vices, and develop staff
banking and managerial
skills.

Although the bank had
been cleared in the 1986
foreign exchange scandal,
it would not reapply for
its licence enabling it to
deal in foreign exhange.
Management would wait
for an improvement in
reserves before any deci- |
sion to reapply for its
licence. This, he said,
could take up to three
years.



ATTEMPTS by would-be
home-owners — regardiess of
their race — to secure bonds in
Johannesburg's integrated in-
per city suburbs are being frus-
irated as banks and building
societies decline to grant home

loans.

Although none of the institutions
has a publicly stated policy
against granting bonds in grey
areas, they concede the status of
these areas does not guarantee se-
curity for their investments.

Two prospective homebuyers in
the Troyevilie arca recently had
their bond application turned
down by Standard Bank, although
their financial situation was found
to be satisfactory.

The official 1eason given was
that Standard Bank could not
grant a loan on the property as
assessed. Unofficially, they were
told the area was considered a
“slum” locality.

The Community Development
Act of 1966 declared areas like
Jeppe, Troyeville and Fairview
arban renewal areas, effectively
freezing all development for 10
years while plans for rebuilding
were considered. They have since
been deproclaimed.

Standard Bank divisional GM of
home loans Terry Power said the
question that needed to be an-

EDVTH BULBRING |

swered before loans were granted
in any area was whether theg re-
presented good security. The bank
would be reluctant to grant a loan
if there was a question mark over
the status of an area.

The environment, the property,
the undesirable element and the
crime rate in the area needed to be
assessed. In addition, the bank
needed to be satisfied that there
was a ready market for houses in
the area and that it would get its
money back if the house was sold.

Confidence

The same homebuyers app-
roached the United building
society to be told the United did
not grant bonds in Troyeville at
al]. When asked how United policy
applied in other grey areds such as
Bezuidenhout Valley, Bellevue and
Yeoville, they were told bonds
were granted there on a “selec-
tive” basis. The uncertainty sur-
rounding grey areas pending EOVv-
ernment clarity was the reason
given by Unite for the reiuctance
to grant bonds.

United MD Mike de Blanche
said there was a lack of confidence
in grey areas. Property values
were affected because of the legal
uncertainty, he said. The United

had a precautionary attitude to
granting home loans in grey areas,
but this did not meah bonds were
never granied.

Allied Group MD Kevin de Vi-
liers said the Allied did not “red-
line” any areas. However, in areas
of uncertainty, like grey arcas, it
was difficult to put a value 0D
property. As long as there was this
uncertainty, the Allied was forced
to excercise caution.

First National Bank communi-
cations chief Brent Chalmers said
FNB was careful about home
loans in unofficially declared grey
areas. It had to assess whether it
could sell the property if need be,
and would not give a 100% loan in
“shaky” areas.

NBS head office assistant GM:
mortgage lending Trevor Olivier
said certain financial institutions
had suffered losses or faced poten-
t1al losses because of the greying
of certain areas.

1f properties in grey areas de-
generated, OT the general area de-
teriorated, this would affect their
decision to grant a bond, he said.

TrustBank spokesman Louis de
Villiers said its bonds were grant-
ed on the merit of the qualifying
customer, and were subject to the
evaluation of the property and/or
the butlding plans. The location of
the house was not necessarily tak-
en into consideration.
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take over Corbank

RATIONALISATION in the overbanked GRETA STEYN

financial services sector went a step -
further yesterday when Ca Investment  Jan Pickard Jnr, who commented yester-

Bank (CIB} clinched a deal to take over day: “As far as resources such as ca ital,
Corbank. systems, trading licences — particularly

The two small merchant banking groups foreign exchange dealing — and estab-
yesterday described the move as a “merg- lished market fuut_hnlds are concerned, the
er” rather than a takeover, as the names two groups combine to form a powerful
Corbank and CIB would remain separate  and diverse banking group.

entities in the market place. The name of The new holding company’s chairman,
the holding company, CIB Holdings, would Corbank’s Laurie Korsten, said: “One bene-

change to reflect the mMerger. fit for Corbank will be the ex rtise of
Corbank Group’s present operating sah- CIB’s Andy Swartzin trading in the money,
sidiaries — banking, corporate finance, in- capital and derivatives markets.

vestment banking, project finance and orbank is to set up a new trading DYEI'&-
portfolio management - would become  fion with Swartz's he gafter its troubles in
subsidiaries of CIB Holdings. the markets caused it to virtually close

Corbank, with a market ca italisation of Sh‘i? some time prior to the takeover.

R16,5m, was being purchased for an effec- orsten says CIB, in turn, will benefit

tive 161c a share. The share closed at 125¢ ]l To Page 2

yesterday after gaining 10c in two days.
CIB Holdings will acquire all Corbank’s

issued share capital by the pa ent of B35 e —
in cash and the issue of 60 CIB Holdings M-—

shares for every 100 Corbank Group shares

held. This will entail payment of R4,83m in

cash and the issue of 8,27-million new CIB :

Holdings shares, hare peice,dally close{cests)
The move holds benefits for both sides — T

Corbank, facing a problem in being rela- 120 B g

tively under-ca italised, benefits from ISR S doste L

CIB’s strong capital position. CIB, in turn, 1100 AR S B A

can now enter new markets such as forelgh '] T \# T

exchange via Corbank’s foreign exchange TR T T g0

dealing licence. Talk in the market is that 80 b far “’ﬁ—ﬁ-—m ov Jan

CIB’s application for a licence has not been
¥ ccessil. l s 30 24 31 4 29 30

CE of the new holding company will be Graphic: LEE EWERTON  Sources IS¢

I----I
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CIB deal SV (<8)ere

from Corbank's expertise in banking ac- Sagit
tivities other than trading. The two will (t_hgglpl)ﬁfﬁ;m 30%, and 32% will be held hy.

complement each other. It is foreseen that the transaction ﬁill
He acknowledges “a small degree” of have no material effect on the CIB Hold-

duplication exists, but the greatest areas of ings’ net asset yalue (NAV) per share or on

business proficiency are in different mar- the earnings per share expected for the
ket sectors, ' year ending 30 June. S

Forsten and Pickard describe the cul- ings the CL'3 Holdi™ i“ﬂ’:é D) —oore

tures of the two groups as similar. forecast at R3.9m or 37,5c a share, «
A feature of the new g;'uup will be the The shareholders’ funds of CIB Huldiuéa.

qubstantial shareholding executives — (R28,35m at December 31 1989) are expect-

389 The major shareholder is Jan Pick- , ed to increase to RSlm on completion of

ard’s SA General Investment and Trust the transaction. L R e

gl '




After months of speculation about
a change of control Corbank is to
be merged into Cape Investment
Bank Holdings (CIBH) in a deal
that values Corbank at approxi-
mately 161c compared with yes-
terday’s market price of 125¢.

For CIBH, major attractions of
the deal are that it gets a signifi-
cant foothold in the Transvaal
market and, it gets access to a
number of resources such as Cor-
bank’s foreign exchange licence.
An additional attraction must be
{Jorbank’s attractive assessed {ax
0SS,

Initial response from analysts
is that it is a good move for Cape-
based CIBH assuming that CIBH
can efficiently manage the en-
larged group and that the losses
suffered by Corbank in the gilt
market in financial 1989 have
been accounted for and the prob-
lerns behind those losses resolved.

CIBH chairman, Jan Pickard
(jnr) is confident that none of
these factors is cause for concern.

- On the issue of management he

stresses that there is “consider-
able value” within the Corbank
team. In addition he believes that
any real or potential trading
losses that exist have been built
into the price at which the deal
was struck.

This price was based on 75
CIBH shares being equivalent to
100 Corbank shares but does not
reflect the market valuation of
the shares which puts 75 CIBH at

——_—-——__.___.__
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R157 and 100 Corbank at R195.

The purchase of Corbank
shares will be settled by the pay-
ment of R35 in cash and the issue
of 60 CIBH shares for every 100
Corbank shares held, This will en-
tail the payment of R4,83 million
In cash and the issue of 827 mil-
lion new CIBH shares.

On the basis of yesterday’s
CIBH price of 210c and, assuming
that the prospect of an increase in
issued shares from 10,6 miltion to
18,8 million will not have an ad-
verse impact on the share price,
the deal values Corbank at 161c a
share. The 1989 annual report
shows Corbank’s NAV at 217¢ at
end-March 1989.

Analysts believe that the Inves-
tec bid for Corbank, which was
called off at the last minute last
October, was based on a price of
170c a share for Corbank.

Ahead of the October 1987
crash, Corbank was trading at
around 425c¢. Disappointing
operating performances combined
with generally weak investor sen-
timent knocked the share price to
a low of 80c last October. Last
year major losses in the gilt mar-
ket caused earnings to drop from
245¢ to 14,5¢ a share in '89 and
NAV to fall from 2509¢ to 217¢ a
share,

CIBH’s name will be changed
and Corbank executive chairman,
Laurie Korsten will become
chairman of the new enlarged
holding company. Mr Pickard will
be chief executive.




By Derek Tommey

The strong rise in mining and indus-
trial share prices last year helped
increase the net asset value of
shares in J ohannesburg Consolidated
Investment (JCD by 68,2 percent.

The company reports that the net
asset value of its shares (adjusted
for the 20-for-1 share split) rose
from R3560 at the end of 1988 to
R48,20 on last June and to R5850
last December.

In this 12-month period JCI's
share price rose 70,1 percent —
from R31.50 to R54,00

On reported net asset value fig-
ures, the company, which has
147,466 million shares, was worth
R8,6 billion at the end of last year,
up from R7,1 billion at mid-year and
from R5.2 billion at the end of 1938,

The increase in assets might have
€ncouraged JCI to follow a more
generous dividend policy.

Interim dividend
inthindhieudionso bt

It has increased its interim divi-
dend by 20 percent from 35c to 42¢c a
share after a 21,9 percent increase in
distributable earnings in the six
months to December from 82¢ to
100¢ a share.

In the six months to December
1988, distributable earnings rose al-
most as much — 20,3 percent — but
the dividend increase was only 16,7
percent.

mi‘

Spectacular rise in JCI shara price

The interim report shows that
JCI has made 3 good start to itg

1989-90 financial year.
Income from investmepts rose

Attributable earnings of subsj.
diaries increased by R3,6 million
(26,7 percent) to 17,1 million,

But “other net revenue” dropped
R3,8 million (27 percent) to
R10,3 million, mainly as a result of
the cost of financing new acquisi-
tions.

JCI's pre-tax profit for the six
months was 179 percent higher at

JCI's share of retained earnings
of associated companjes declined by
10,6 percent to R63 4 million as 3 re-
sult of higher dividend payments by
these companies,

Altogether, tota] earnings rose by
9,6 percent to R216,6 million

R121,0 million), out of which
R61,9 million (R51,6 million) was
paid in dividends, .

Book value
“

The book value of investments at
December 31 was R1,9 billion — an
increase of R487,1 million since June
30.

Included in this figure is R235 mil-
lion representing the purchase of 40
percent of Middelburg Coal which
was announced on December 18,

The investment in fixed and min-
Ing assets rose from R344,1 million
to R372,6 million.

Net current liabilitieg rose from
R78,2 million to R446,3 million. Part
of this increase in liabilities would
seem to be the result of the Middel-
burg pure

—




DISCOUNT HOUSES 2290
New direction @

New legislation, embracing the activities of
all financial institutions, will open the way
for SA’s discount houses to become deposit-
taking institutions. And at least one of SA’s
discount houses — Securities Discount
House — is to take the opportunity of regis-
tering in terms of the legislation expected to
be passed by parliament this year.

Under the existing dispensation, discount
houses can only accept deposits from regis-
tered banking institutions, building societies,
mining finance houses, other discount
houses, the Reserve Bank, the L.and Bank
and the Department of Finance. Under the
new dispensation they will be free to accept
deposits from assurers and pension funds as
well as from the general public. This will
greatly increase the pool of funds available to
them.

Despite its move towards banking, Securi-
ties will remain primarily involved in the
trading of securities, says chairman Arthur
Kelly. There are no plans to offer cheque
accounts, hire-purchase agreements and oth-
er retail services.

Two other houses, Interbank and National
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Discount House, may follow suit. The future
of the discount houses has been under review
since their right to accommodation from the
Reserve Bank at a preferential discounted
rate was withdrawn in August 1989. Their
inclusion under the new Act, on the same
basis as other deposit-taking institutions will,
among other things, formalise the end of
their role as intermediaries between the com-
mercial banks and the Central Bank.

Their new status will free them from the
obligation to keep 87,5% of their assets in the
form of statutorily defined liquid assets.
These assets do not provide the high rate of
return offered by comparably dated non-
liquid assets. Under the new Act, the houses
will have to maintain the same ratio of liquid
assets to liability structure as other deposit-
taking institutions. A banking analyst put
this currently at 4%-6%.

The planned changes will allow discount
houses to take advantage of the same invest-
ment opportunities as other financial institu-
tions.

This will include the right of bank-control-
ling companies to own up to 100% of other
financial institutions, up from the present
limit of 10%. This restriction is already flexi-
ble, having been breached with permission
from the authorities, when Securities Dis-
count Holdings (Sechold) took 30% of Inter-
bank. It currently also holds 10% of National
Discount House.

(Cash reserve

The only negative consequences of legisla-
tive changes will be that the houses will be
required Lo hold an intercst-free cash reserve
with the Bank. But “the benefits of the new
Act will greatly outweigh the disadvan-
tages,” Kelly says.

Ed Hern Rudolph director Alan McCon-
nochie says the move into banking by the
discount houses makes sense. He expects
them to occupy highly specialised niches.
The houses will have to market themselves
aggressively. Presently, few people are aware
of developments in the industry and services
the houses have to offer.

Discount House of SA, the oldest of the
houses, has declined to comment on 1ts plans
in terms of the proposed legislation. |




INVESTMENT M 112} 90
No losers? @

The opportunity to acquire capital growth in
a virtually riskless environment is a rare
phenomenon. But on the fledgling SA fu-
tures and options market the Board of Ex-
ecutors {(BoE) has developed an equity-
linked product that achieves this objective.

Futures markets were formed to ailow
producers of basic commodities to hedge to
secure themselves against loss, while at the
same time attempting to optimise the current
position. The BoE has built its new product
around the hedging principle, for clients who
need to hold cash, while at the same time
want to enjoy a capital gain if the stock
market moves up during the holding period.

It works through the purchase of an option
on stock index futures of equal valug to the
cash on hand. At the same time, the cash 18
physically placed in interest-bearing fixed
deposits 1n 2 registered bank for the same
period as the life of the option. At the end of
the period, if the stock market has appreciat-
ed, futures will have done the same and the
value of the option will have increased corre-
spondingly. So a capital gain is realised from
this source. In addition, interest is earned on
the deposit. From this total, the costs {in-
cluding the cost of the option) have to be
deducted. And there ar¢ tax implications
also to be taken into account.

On the other hand, if the stock market
declines enough to make the option worthless
by the end of the period, it 1s simply aban-
doned. The investor is then left with his
original cash, plus the interest it has earned
less applicable tax and the cost of the trans-
actions. Simply, then, the only risk the inves-
tor faces when he “buys” the product 1s

32
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transaction costs and the loss of the interest
fnregnnc by the transaction costs. And while
interest rates stay as high as they are, even if
the stock market does decline to the point
wl'_te:rc the option is worthless, interest re-
ceived should be well in excess of total costs.

The BoE, while not actually guaranteeing

re_sults, states: “‘On maturity, the investor
will receive the value of the investment plus
any appreciation in the options. The combi-
nation will not be any less than the amount of
the original investment.” As BoE investment
GM John Winship points out, “the investor
is in a no-lose situation. Heads he wins and
talls'he wins even more.” Only one condition
applies. The minimum investment accept-
able is R50 000.

The product is the first example of its kind
1o make use of local market derivatives. For
the sophisticated money manager or the man
in the street who is holding cash and has, for

whatever reason, the need to hedge, it should
find substantial support. N
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CERTAIN major banks are criticising the
Reserve Bank’s current approach to mone-
tary policy, saying the liquidity crunch
could cause major distortions such as in-
flated money supply figures.

In a letter informing corporate custom-
ers that credit limits and certain interest
rates were being reviewed, one bank noted
some “unfortunate implications” of cur-
rent policy. The Reserve Bank’s policy has
been to allow the shortage of cash to reach
levels in excess of R5bn in the hope the
squeeze on their margins will compel
banks to curb credit extension.

.The letter said the policy could actually
lead to inflation of money supply statistics
because of the anomalies created in inter-
est rate patterns,

A -senior banker said this could occur
because some big corporates were “round-
tripping” in the money market — borrow-
ing from a bank at the prime overdraft
rate of 21% and lending the cash out at a
higher rate to a bank in need, The effect is
to inflate the money supply statisties be-
cause the banks’ balance sheets grow.

These distortions could create difficul-
ties in interpreting money supply growth

Bank ‘squeeze’s
| ] 5l0w] alg
warning sounded

?

GRETA STEYN

statistics and could lead to a postponement
of any relaxation in monetary policy. -

The problem arose because lending
rates were largely fixed by the Reserve
Bank while deposit rates were free to vary,
the banker said. |

If the situation continued for some
months, banks might institute minimum
lending rates higher than the prime ovér-
draft rate, making prime obsolete. d

Some lending rates have already been
increased in an effort to heed the Bank’s
call to restrain credit extension. )

However, the banks would prefer not’to
have to raise prime, or any other interest
rates. Some bankers say the Bank should
put extra liquidity into the market to re-
duce the cash shortage to more manage-
able levels, -

The bank’s letter to corporate customers
notes the monetary authorities’ suggestion
that credit limits be reduced and lending
policies be reviewed. New business and
unauthorised borrowings would be subject-
ed to higher interest rates, the letter said.

= . s
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The abolition of precribed asset require-
ments, coupled with a sharply rising
equity market, boosted the investment
performances of SA’s Insurance cOm-
panies in 1989 considerably.

Two of the largest companies reported
their annual investment performances
yesterday, with both recording excellent

returns.

While the returns vary from fund to
fund, depending on the composition of
each, they have, all outstripped the in-
flation rate and are bound to be attrac-
tive marketing tools in the months to
come.

Pension funds investing in SAN-
LAM'S’s 100 Plus and 200 Plus Market
Value portfelios benefited handsomely
 from the abolition of prescribed asset
requirements.

The greater investment freedom, cou-
pled with judicious share investments by
Sanlam, resulted in excellent refurns for
clients, says Walter Scheifler, senior gen-
eral manager in charge of group benefits.

The 200 Plus Portfolio, which follows
an aggressive investment strategy, yield-
ed a return of 44,7 percent for 1989. Over
the five years to December, the average
yield was 33,9 percent per annum, which
easily beat the average inflation rate of
15,8 percent over the same period.

Since its inception this portfolio has
had the best performance of all life of-
fices’ pension fund portfolios.

i The 100 Plus Portiolio, with assets of
more than R11 billion, yielded on aver-
age 26,5 percent over the past five years.

Bonuses in the guaranteed Alpha
Bonus Portfolio reached new heights for
the twelfth consecutive year. For the fi-
nancial year to September 1990, the
onus rates vary from 18,75 to 28,2b per-
ent, depending on the year in which in-
vestments were made.

Special capital bonus

For provident funds, the bonus rates
range from 20 to 4125 percent, inclu-
sive of a special capital bonus thanks
to the abolition of tax on provident funds.

Mr Scheffler says the abolition of pre-
scribed asset requirements was in all
probability the factor having the greatest
effect on financial markets in 1389,

Sanlam had a good run with share
investments, inter alia because the share
component, especially of the 200 Plus,
was substantially increased.

In all portfolios, preference was given
to enlarging the mining component. Of
the main sectors on the JSE the financial
mining sector performed best in 1989
with growth of more than 60 percent.

Shares contributing significantly to
Sanlam’s achievement were Messina,

t excellent returns

Gencor, Anglo American and De Beers
in the mining sector and Barlows, Mur-
ray & Roberts and Richemont in the
industrial sector.

For 1989 the return on the share com-
ponent of the 100 Plus was 56 percent.

Long-term interest rates rose in the
first half of 1989 after the announce-
ment that prescribed investments were
being abolished.

This was followed by a sharp drop,
mainly as a result of overseas purchases.
“Timely buying of stock enabled Sanlam
to achieve good returns. We also utilised
long-term stock options to hedge the
portfolios against movements in interest
rates,” says Mr Scheffler.

The return on interest-bearing invest-
ments in the 100 Plus was 21,1 per-
cent.

Property investments benefited from
the repeal of prescribed investments be-"
cause the new investment requirements
created a bigger demand for property.
The vacancy factor decreased, but there
was also a decline in the level of rental
increases as economic growth started
slowing down.

Greater investment freedom

The property component of the 100
Plus vielded 21,9 percent in 1989.

The greater investment freedom re-
sulting from the scrapping of prescribed
investments was widely welcomed. The
discretion and skills of portfolio manage-
ment can now be judged even better, .
says Mr Scheffler.

LIBERTY LIFE also reported on its -
investment performance yesterday, with
its Equity Performance Portfolio posting .
a taxed yield of 42,35 percent in the year
to December, while its compounded per- -
formance over two years was 35,3 per-. .
cent. ;

«Our returns have comfortably out-
performed the inflation rate,” says .
Dorian Wharton-Hood, joint MD of Lib-
erty Life. “All our portfolios did extreme-
ly well, although they did not achieve the
levels of the Equity Performance Portio-
lio.

“Tavestors in the Variable Portfolio, |
which contains approximately five per-..
cent in property, recorded returns only
marginally less than the Equity Per-
formance Portfolio,” he says. '

Universal Lifestyle policyholders in
the Managed Fund enjoyed a yield of
279 percent after tax, while investments
.0 the Pensions Equity Market Value:
Portfolio appreciated by 40,33 over the
12-month period. '

Investors in this portfolio have en-
joyed an average compound yield of 26,2
percent per annum Over the five-year ..
period to end-December.
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By DICK USHER
Deputy Business Editor

THE business world, both
local and international, re-
acted sharply and positively
to President De Klerk's ma-
jor reform initiatives.

The Johannesburg Stock Ex-
change soared to fresh highs,
finanelat indieators responded
strongly amd brokers were
flooded with orders

All leading business organi-
sations welcomed the changes
which were called brave,
statesmanlike and a challenge
to the business commumty to
help create a new South Africa.

Speculation also emerged
overseas that sanctions could
be eased or lifted.

As news of the steps swepl
the financial markets reaction
was immediate.

At the close the Johannes-
burg Stock Exchange overall
share index had risen to a new
high of 3279 from Thursday's
3 194 close and a previous re-
cord close of 3239 on January
15.

The all-gold index surged to
a preliminary close of 2 252
from Thursday’s 2 180 finish,

with added help from a rally in’

the bullion price. The industrial
index rebounded to a record

™R o e o 2

3025 from 2933 — breaching
its January 15 high of 3 023

Capital market rates were
sharply lower.

In London, goid shares rose
in early trading and shot up by
between 5 and 10 percent while
the Stock Exchange showed In-
terest in South African indus-
irials for the first time in
years.

One dealer said: "The rnar-
ket's extremely good at the
moment, we're very busy and
shares are flying about all over
the place.”

Sanctions

She speculated that econom-
ic sapctions against South Afri-
ca eventually could be eased as
a result of the moves.

In the United States, where
Mr De Klerk’s speech was car-
ried live via satellite by one
network, the market was slug-
gish in response.

Gold futures were slightly
lower and one trader said this
was possibly because the steps
would “lessen the threat of a
civil war and it should also re-
duce the possibility of produc-
tion interruptions at the gold
mines.

Anglo American Corporation
chairman Mr Gavin Relly wel-
comed the steps, which he said
would normalise political life
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in South Africa. <
“We would hope that these
acts of courage and statesman-

ship on the part of President
De Klerk will create matching
acts of courage and statesman-
ship within South Africa’s bor-
ders and beyond.”

Mr K W Maxwell, president
of the Chamber of Mines, said
President De Klerk had
crogssed the Rubicon and
opened the way to &4 new South
Africa.

“We look forward to a posi-
tive response from the interna-
tional community, including
the lifting of sanctions. Togeth-

er with President De Klerk, we
also look forward to the end of
decades of tensions and con-
flict™.

The Afrikaanse Handelinsti-
tuut said the business sector
had, for some time, pleaded for
negotiations, the tested way to
reduce tensions.

The organisation welcomed
the announcement that the role
of the public sector in the econ-
omy was to be reduced and
that the private sector would
be given the maximum oppor-
tunity to flourish.

As the largest employer or-
ganisation in South Africa, the
South African Chamber of
Business (SACB) “heartily wel-
comes the bold initiatives”.




By ARl JACOBSON

FOREIGN and local investors clam-
oured to the market to demonstrate
overwhelming support for W de
Klerk’s opening speech to parlia-
ment yesterday.

This reaction rippled through to the
JSE where demand for shares soared
and crossed over to the capital market
which received a healthy injection from

overseas investors.
The JSE Overall Index rose 86 points

to surpass its mid-January peak of 3261

and close at a record 3278.

General expectations underestimated
the extent of De Klerk’s initiatives, say
market sources.

Gad Ariovich, market strategist at
Fergusson Bros, Hall, Stewart & Co
says the positive response would impact
in the short term, but the medium term
would remain uncertain.

“In the short term the brain drain will
decline and foreign investment through
the equity and capital market will
rise.”

However, says Ariovich, the medium
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term seems a little uncertain as negotia-
tions and conflict pave the way to a
suitable setlement, which may shake-up
the free market system.

Brian Kantor, who heads up the
school of economics at UCT says al-
though he saw no immediate threat to
the free market concept, all political
parties must realise there are benefits
to political as well as economic freedom.

“Any form of control is deemed to be a
weakness not a strength,” says Kantor.

A market analyst added that the
medium term would alsc impact on larg-
er organisations’ profitability.

“All such organisations have exploit-
ed cheaper labour and will be forced to
improve the worker’s predicament with
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higher salaries and improved social con-
ditions.”

Moving to the long end of the market,
a bond dealer says the real fear sur-
rounding the speech was the possibility
R6bn in bonds purchased over the last
year could be dumped on the market.

“Thumbs up to the speech saw the
E168 rate, which opened at 15,35%
trade as low as 15,12 in the morning
Bessi0n, as foreign investment poured
E.:
Andy Swartz, CE at Cape Investment
Bank was overjoyed at the foreign reac-
tion — "although rates came back to
close at 15,18% on profit taking, there is
E@n@: of upside potential in bond
prices”, ,
The finrand followed the same pat-

tern opening at R3,36/3 and ¢limbing to
R3,31/8 before falling back to R3,33/$ at
the close.

First National’s assistant treasurer
Rob Wade says the capital market has
been buoyed by local and foreign inves-
tors taking a positive pesition prior to
De Klerk’s speech. _

“We became bullish, once the Ger-
mans and Swiss, renowned for their
caution, remained locked into the gilt
market,” says Wade. i<

He says the sharp movement in the
finrand and capital market rates is in-
dicative of how much the market was
caught unawares by the speech. «

Wade did sound a note of caution —
“an appreciating finrand knocks re-
turns, introducing competition for
foreign funds as countries like Australia
offer similar yields. ” ,

Dave Gise, gold analyst at Davis, Bor-
kum, Hare & Co says local institutions
helped the equity market, especially
gold shares, which edged up to a closing
volume of 2 252, just short of the post-
crash high of 2 260 recorded in Decem-
ber. l
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Own Correspondent

JOHANNESBURG. —
SA’s position with regard
to US Congress and its
international debt com-
mitments could be sub-
stantially altered by the
implications of De Klerk’s
speech, Nedbank econo-
mist Fdward Osborn said
yesterday.

“I think it was a tre-
mendous speech and
showed tremendous wis-
dom and courage,” he
said. “It was a giant step
forward politically and of
fundamental importance
for the economy.

“The immediate effect
on the economy is very
difficult to assess. One
has to weigh up carefully
what De Klerk is saying
about the restrictions on
government expenditure,
These noises have been
made already but the
length to which he went
does certainly illustrate
government’s determina-
tion.

“This is very good from
the overall financial point
of view to get state fi-
nances in order and im-
prove taxes but there are
lurking behind it other
big dangers, namely un-
employment. If govern-
ment go overboard in cut-
ting back large
enterprises they could ex-
acerbate the recession.

“As far as external
pressures are concerned, I
think there are two. First-
ly the US CAAA and sec-
ondly financial sanctions
in the form of the debt
obligation.

“The CAAA of 1986 set
out very clearly what is
required of the SA
government to bring
about a suspension of the
act. De Klerk in one
swoop has come very close
to that,

“You will recall that it
required the release of all

political prisoners and
four of five items which
are spelt out in the act
and the amendment of
1988.

“These were firstly the
repeal of the state of
emergency, which has not
been done. Secondly the
unbanning of democratic
political parties, which
has been done. Thirdly
the repeal of the Group
Areas Act and population
registration, which has
not been done. Fourthly
the entering into negotia-
ttons with the black ma-
jority on which the speech
showed an open door poli-
cy. Fifthly it required the
withdrawal from Namibia
and the implementation
of UN 435, which has
been done.

“Two of five have not
been implemented and
only one more would com-
plete the required four.

“De Klerk has come
pretty close to it and
things augur very well for
a change in attitude on
the part of the American
administration. There is
no doubt that very active
negotiations are going on
behind the scenes.

“But you have to be
cautious and sceptical

about this. The US Con-
gress is separate from the
administration and even
from the US President. It
is hard to predict what
attitude it will take.”

Osborn said the second
element in international
opinion was related to fi-
nancial sanctions.

“There are two parts to
the debt. The first is debt
ingide the net which has
been nicely buttoned up
in the September/October

agreement.
“Debt outside the net is

more tricky and the only.

way we can get through
the implications of this
are by the re-negotiation
of the debt with creditor
banks either by rolling
over or finding substitute
finance or paying a bit.
“Most important is to
have a satisfactory atti-
tude on the part of the
creditor banks. De

Klerk’s speech is very im-

portant in influencing the
attitudes of these banks
and negotiations with the
banks will be infinitely
eased by this speech.”
But, Osborn added, SA
still had tremendous
problems and.-things
would not charige over-
night, : ¥
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UBS offers soft loans on

THE United Building Society will offer ‘STM
B

soft loans on repossessed houses at
15 percent for the first three years to ap-
proved buyers.

United MD Mike de Blanche said this
was intended to get repossessed houses
off the society's hands as quickly as pos-
sible.

Mr de Blanche was commenting on
media reports that houses had been
snapped up for R10 each at a recent auc-
tions,

He said: “Anyone could bid at the auc-
tions and if a house was bid up to an
acceptable figure for us we would be
prepared to grant the new owner a
90 percent bond.” L

The person would have.to meet the

TREVOR WALKER

a ig{isn - (aw ) (S‘g)

“People who want te make use of this
facihty are closely vetted as we do not
want to go through the expensive process
of repussession 1If the new owner was also
to run into financial difficulties "

Mr de Blanche said the number of
properties the society had had to take on
to its books had grown steadily and
looked set to exceed the number 1t was
forced to buy 1n the 1984/85 downturn.

He said the society spread its risk
through various communities and all
levels of wage earnings, but it was true
that the lower income earner with no ac-
cess to housing perks who suffered most.

repossessed houses

bon to protect their loan exposure and to
get the property registered 1 the name
of the society:.

The societies had to pay the transfer
duty and the formality of the R10 price
meant that little extra cost was mcurred
On a property that was alrcady costing
the society dearly in lost interos

A spokesman for the URS in Cape
Town said the deal allowed the home
OWner 1o postpone paying transfer dutjes
until the end of the third year

The house more often than not was
sold to him at a figure below that at
which it stood in the Societ y's books

S0 m effect he would begin to pay off
on a loan account which after three years
he would, after taking transfer, begin to

conditions of the auction which required The societies had to bid at public auc-  pay-off a bond. .«
m’m—-—.—mm - —
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By TREVOR WALKER
Business Staff

THE United Building Soci-
ety will offer soft loans on
repossessed houses at 15
percent for the first three
years to approved buyers.

through ths €XpENSIVE p
of repossession if the new own-

er alsce’ran into financial
difficu¥ies.”

Mr de Blanche said the num-
ber of properties the society
hed had to take on to its books
xad grown steadily and looked

/Set to exceed the number it

United MD Mr Mike de,” was forced to buy in the

Blanche said this was intendec
to get repossessed houses ctf
the society’s hands as quickly
as possible.

Mr de Blanche was com-
menting on media reperts that
houses had been snapped up for
R10 each at a receat auctions.

He said: “Anybudy could bid
at the auctions and if a house
was bid up to an acceptable
figure for us we would be pre-
pared to grant the new owner a
90 percend bond.”

The person would have to
meet the conditions of the aue-
tion, which required a deposit.

“People who want to make-

use of this facility are closely
vetted as we do not want to go

1984/85 downturn.

He said the society spread its
risk through various communi-
ties and all levels of wage
earnings, but it was true the
lower income earner with no
access to housing perks who
suffered most.

Trying to help

He said houses vacated had
to be protected agailnst
vandalism.

“We would like to get the
house off our books as quickly
as possible.”

Building societies have been
doing everything in their power
to help people squeezed by the
huge rise in the bond rate over
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he past 18 months. |

They said nobody in his right
mind would sell a house for
R 10 and clearly a building soci-
ety owed thousands of rands on
a house that was to he auc-
tioned would bid up to the level
of the society’s exposure,

The societies had to bhid at
ublic auction to protect their
oan exposure and to get the
property registered in the
name of the society.

The societies had to pay the
transfer duty and the formality
of the RI10 price meant little
extra cost was incurred on a
property already costing the
soctety dearly in lost interest.

A spokesman for the UBS in
Cape Town said the 15 percent
bond rate deal allowed the
home owner to postpone pay-
ing transfer duties until the end
of the third year.

The house more often than
not was sold to him at a figure
helow that at which it stood in
the Society’s books.

So in effiect he would begin
to pay off on a loan account
and after three years he would,
after taking transfer, begin to
pay off a bond the society
would arrange.
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By DICK USHER
Deputy Business Edifor

THE business world, both
local and international, re-
acted sharply and positively
to President De Klerk’s ma-
jor reform initiatives.

The Johannesburg Stock Ex-
change soared to fresh highs,
financial indicators responded
strongly and brokers were
flooded with orders.

All leading business organi-
sations welcomed the changes
which were called brave,
statesmanlike and a challenge
to the business community to
help create a new South Africa.

Speculation also emerged
overseas that sanctions could
be eased or lifted. ,

As news of the steps swept
the financial markets reaction
was immediate.

At the close the Johannes-
burg Stock Exchange overall
share index had risen to a new
high of 3279 from Thursday’s
3 194 close and a previous re-
cord close of 3239 on January
15.

The all-gold index surged to

a preliminary close of 2 252

from Thursday’s 2 180 finish,

with added help from a rally in’

the bullion price. The industrial
index rebounded to a record

<& O

3025 from 2933 — breaching
its January 15 high of 3 023.

Capital market rates were
sharply lower.

In London, gold shares rose
in early trading and shot up by
between b5 and 10 percent while
the Stock Exchange showed in-

terest in South African induys-
trials for the first time in

years.
One dealer said: “The mar-
ket’s extremely good at the

moment, we’re very busy and
shares are flying about all over

the place.”

Sanctions

She speculated that econom-
ic sanctions against South Afri-
ca eventually could be eased as
a result of the moves.

In the United States, where
Mr De Klerk’s speech was car-
ried live via satellite by one
network, the market was slug-
gish in response.

Gold futures were slightly
lower and one trader said this
was possibly because the steps
would “lessen the threat of a
civil war and it should also re-
duce the possibility of produc-
tion interruptions at the gold
mines.

Anglo American Corporation
chairman Mr Gavin Relly wel-
comed the steps, which he said
would normalise political life

in South Africa.

“We would hope that these
acts of courage and statesman-
ship on the part of President
De Klerk will create matching
acts of courage and statesman-
ship within South Africa’s bor-
ders and beyond.”

Mr KW Maxwell, president
of the Chamber of Mines, said
President De Klerk had
crossed the Rubicon and
opened the way to a new South
Africa.

“We look forward to a posi-
tive response from the interna-
tional community, inecluding
the lifting of sanctions. Togeth-
er with President De Klerk, we
also look forward te the end of
decades of tensions and con-
flict”,

The Afrikaanse Handelinsti-
tuut said the business sector
had, for some time, pleaded for
negotiations, the tested way to
reduce tensions.

The organisation welcomed
the announcement that the role
of the public sector in the econ-
omy was {o be reduced and
that the private sector would
be given the maximum oppor-
tunity to flourish.

As the largest employer or-
ganisation in South Africa, the
South African Chamber of
Business (SACB) “heartily wel-
comes the bold initiatives”.
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AFTER five approaches
Corbank has found a
compatible bedfellow.

Chief executive Laurie
Korsten says Corbank re-
ceived four approaches last
year. This week a deal was
struck with the Jan Pickard-
conirolled Cape Investment
Bank Holdings (CIBH).

Only one of last year’s tour
made the headlines — the
proposal from Investec, but
cultural differences prevent-
ed the sujtors from tyin‘g the
knot, Jfftm22 Lf2i¢>

Eifective from April 1 and
subl]'ect to approvals, CIBH
will buy all the shares in Cor-
bank, which will probably be
delisted.

For every 100 shares, Cor-
bank members will receive
60 in CIBH and R35. Cor-
bank’s merchant bank wiill
become 100% owned by
CIBH. Divisions involved in
purtt‘nlio management, pro-
ject finance, investment
banking and leveraged
I buyouts will become subsid-
iaries, managements owning
stakes.

Corbank’s lobola com-

ucky
for Cor

ifth

By Julie Walker

prises asset-based lending,

foreign exchange and inter-
national banking, investment
management and banking,
and corporate finance oper-
ating from Johanneghurg.
CIBH brin
money-market trading
pertise from the Capeé.

Mr Korsten took over at
Hill Samuel — renamed Cor-
bank — without having a
close look at it.

“I bought Hillsam virtual-
ly blind.

“Only last year when Bill
Pienaar joined were the
problems addressed. He has
got his arms around the prob-
lems and they will be out of
the system by the end of Feb-
ruary
sense, No culfural problems
are likely.”

Mr Korsten will chair the
holding company. Chief
executive will be Jan Pick-
ard of CIBH. Other directors
include Mr Pienaar, - And
Swartz and present Corban
chairman Bob Aldworth.

ex-

capital- and

. The CIBH deal makes

m
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. . .NEVER mind the high-

“2: -level staff walkouts in
~. «Tecent years, Senbank
"=~ 18 still the leading mer-

. chant bank in terms of
the value of deals han-
dled.

‘“ *  In the richest corporate
-~ finance year ever, Senbank
7 was involved in deals total-
i «! " ling Ré6-billion in 198
., Senbank played a role in
seven fransactions, including
parent Bankorp’s rights offer
and the delisting of Trust
Bank. Its invelvement in the
“R3,]-hillion listing of Iscor
pushed its tally to twice that
wfl - -of runner-up Finanshank.

W, vl
Miemorable

.i iy
g -
. . FirstCorp has provided a

.. . breakdown of all the deals
“F " exceeding R50-millien or
. more last year,
- .7 " With rights issues totalling
27" more than RS 5-billion and
™ ' mergers, takeovers and other
~'transactions exceeding RS-
"4 "-billion, it was a memorable
year for corporate finance
'departments.

There is a measure of
- . double-counting, such as
*" " occurs through the rights
T~ - offers of Gencor and its pyra-

mid Fedmyn — now Genbe-

-heer. Some deals also had
+ .two merchant bankers, and

~f5
SR,
T

P

e

“*“ FirstCorp wisely refrains

0" .from apportioning percent-
age credit to each party.

H1%" In most cases customers

Bl » ' yere loyal to their tradition-
al bankers. Gencor and Fe-
m - derale went to Sanlam stab-
Li::, lemate Senbank and RMB
got the business from Rem-
ni ~..gro stablemates, such as
Sage and HLH. But there ap-
ears to have been less “tied
W+ business” than in the past.
sme + © Malbak, a Sanlam com-
oo . - -pany, went to RMB, Anglo-
wirr’, 1 Vaal companies used UAL
aff, «.-and Volkskas Merchant Bank
even though Basil Hersov, its
~o e ClAIrMan, is chairman of
, First National, Small private
., banks DMB and Curle Securi-
;..F ties picked up the odd deal,

FAMELE
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