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Liberty Life sees its

letting

Bin )y iy
LIBERTY Life Properties (LLP) let
nearly 50% more space in its
countrywide portfolio in 1991 than in
the previous year, says leasing and

acquisitions director Russell Inggs.

More than 154 000m* of space was
leased out.

Tenants were particularly interested in
newly refurbished space in older buildings
like 34 St George’s Street in Cape Town,
which was fully let.

“We have almost no vacancies in our
retail portfolio, and office vacancies stand
at about 7,5%. We expect these levels to
remain’ constant until early 1993 as the
business climate is still reasonably
negative,” he said.

A number of deals were concluded on
the commercial front. These included
several lettings in North City House,
Braamfontein, where only 700m?®
remained unlet.

Flagship

About 350m* was let in Princess of

] Wales Terrace. The conclusion of two

deals for the Eastgate Office Tower re-
sulted in another 364m? being let.
The Zimbabwe Trade Mission has taken

! 1032m? in the Bank of Lisbon building and

MIB Insurance Brokers have taken 193m?
at the Promenade in Nelspruit. Longsbank
in the Johannesburg CBD has seen the
Food and Beverage Worker's Union take
250m* and the SA Chemical Worker’s
Union 530,

The group’s flagship commercial devel-
opment, Jorissen Place, is to be completed

j in the second half of the year.

It offers 28 000m?* of A-grade space with
rentals negotiable at about R30/m?

“Most of the 1 000m? of retail space is
already let, and marketing of the office
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space is due to start,” Inggs said.

The Selby warehouse in Johannesburg is
now fully let. A lease for industrial space
of 2 250m* at Selby Ext 5 has been renewed
for 10 years by ADC Engineering,

Director of shopping centres Gavin
Main said the audited retail tenant turn-
over in the group’s shopping centres
around the country exceeded R1,6bn.

“This excludes amounts from major re-
tailers in free-standing premises and
comes primarily from Sandton City, East-
gate and Alberton City, with Port Eliza-
beth’s Greenacres Centre and Liberty Sen-
trum in Welkom close behind.”

However, he would not disclose profita-
bility levels of the centres as this was “not
company policy”.

As a result of the refurbishment and
extension of Eastgate, LLP had increased
its valuation of the centre to R1756m.

“This shows the viability of refurbish-
ment, as R77m was spent on the project,”
Main said.

Now that the Eastgate refurbishment is
complete, LLP expects excellent growth
in 1992,

It aiso expects turnover at Sandton City
to increase steadily. The R85m revamp of
the centre began in February.

On the retail side, Eastgate and Sandton
City saw a number of new food tenants
take space. Hoagie Diner, Steers, Nino’s
Cotfee Bar and a Spur Steak Ranch were
among the new tenants at Eastgate.

Cafe Renoir, Angie's Health Cafe and \

the Brazilian Coffee Shop opened last
year, and Juicy Lucy and Walnut Grove
are being extensively refurbished.

A 700m?® lease on the banking mall has
also been signed with Ristorante Italian.
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life bro

CAPE TOWN — The Financial
Services Board had decided
against the idea of deregulating
commissions paid to life assur-
ance brokers, Life Offices Associ-
{ ation (LOA) director Jurie Wes-
sels said yesterday.

The Competition Board was con-
cerned that the maximum limit im-
posed by the industry on commissions
might constitute price fixing. But
Wessels said the Financial Services
Board had accepted the LOA’s view
that the status quo be retained,

LOA public relations standing
committee convener Dorian Whar-
ton-Hood said at a news briefing it
was proposed there be no regulation
of commissions and that brokers be
obliged to disclose the commission
they were receiving on a policy to the
prospective policyholder.

“We don’t mind disclosure, but it is
a question of the timing and nature of
the disclosure,” Wharton-Hood said,
adding that upfront disclosure would
make the selling of life assurance
highly difficult and that deregunlation
was likely to lead to exploitation.

It emerged from the briefing that
the report of the committee investi-
gating the levelling of the playing
fields in the finanecial services sector
was due to be finalised next month.

The report was expected to contain
a chapter by Registrar of Banks Hen-
nie van Greuning on the need for an
all embracing Financial Services
Act, which would provide for the reg-
ulation of the entire financial ser-

ers’ fees
, A

LINDA ENSOR
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Wharton-Hood said the life indus-

vices industry.

iry could see the benefits of a holistic
approach to the regulation of finan-
cial services but was concerned
about overregulation. The industry
had a long history of self-regulation
and did not believe there should be
additional regulation laid down by
the authorities.

Wharton-Hood criticised the delay
in drafting the new long-term insur-
ance Bill, now in its third draft after
five years of preparation.

“The industry has spent a lot of
time considering the new Bill, but our
comments have heen ignored. We
hope the Bill will finally be put to bed
or dropped.”

Sapa reports Wharton-Hood said
he believed a 15% tax would be levied
on pension fund cash flows by a
future government to finance housing
and social uplifiment programmes.

He said the LOA had held discus-
sions with the ANC which wanted to
divert some of the enormous funds of
insurance companies, and he be-
lieved the industry “could live with”
a 15% on pension fund cash flows.

State pension funds alone genera-
ted at least R10bn a year in cash.

He believed life assurance funds
belonging to polieyholders would be
left alone and that the ANC leader-
ship appreciated the value of these
funds for investment in industry and
job creation.

S—— -
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Sy"fr'ets adds a new
pr ct to _its stable

LINDA ENSOR
CAPE TOWN — Syfrets has launched a pew unit
trust, the Syfrets Gilt Fund, which joins a stable
consisting of the Growth Fund, Income Fund and
Trustees’ Fund with total assets under administration
of R1,2bn.

Portfolio manager of the new fund Rob Nichol said
yesterday the Gilt Fund would Lick off with assets of
between R50m and R80m derived from the Syfrets
group’s large client hase which had total assets in.
vested of between R10bn and R12bn.

He said the fund would be an actively managed
investment vehicle in the capital market and would
enable Syfrets to provide its clients with a compre-
hensive array of funds from which to construct a
personal financial package.

The launch of the fund came at a difficult time in
the capital market which had had a strong run and jt
was probably now in a consolidation phase, Nichol
said. Lower rates were expected over the next six
months,

“The fund will invest in government, selected muni-

3

cipal and public corporation stock. Because of the
potential volatility of capital values associated with
investing in the capital market, the risk and return
profile will be higher than that of the Income Fund.”

He 'said the Gilt Fund aimed to enhance returns
through accurate forecasting of interest rate move-
ments;and changes in the yield eurve.

FByfrets intends to achieve superior investment
performance from the opportune switching of invest-
menis within the portfolio,X Nichol said.

Hesaid that in addition to catering for loeal inves-
tors, the Gilt Fund would also meet the needs of
emigrant SA investors whose net cash and assets
were controlled by an authorised dealer.

“The fund managers will minimise the tax liability
for financial and blocked rand investments. The Gilt
Fund will also be of interest to managers of smaller
pension funds and to investors who wish to “lock in
their income return”, he said. A minimum investment

of R10 000 will be required. i
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portfolio with the introduction of the counters in the financia] ‘and industriaj
GuardBank Industriaj Fund this week. sectors of the JSE,” he said.

GuardBank Management Corporation
eXecutive chairman Roy McAlpine said

dustria] Fund, McAlpine said. “ S the Fung was, in practice, precluded from
name sugg fg’ts, the GuardBank Industria} Investing hecause f its size,” he sajd,
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Bank has dutyg}p

THE Reserve Bank would play an
important role in containing a crisis
threatening the domestic financial
systemn, Governor Chris Stals said
yesterday.

Speakmg at an international sym-
posium on the outlook for SA finan-
cial markets in Johannesburg yester-
day, he said the default of one or
more large financial organisations
would lead to further defaults and
this would extend to the core of the
| banking system.

“The possibility of such an event is
of obvious concern to a central bank.”
The Reserve Bank had a vested inter-
est in the soundness of the financial
system and would participate in and
promote efficient payments.

“Containment of a crisis may in

A R AL PR — o -
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many circumstances depend more on
the actions of the monetary authori-

tutional regulators,” he added.

S, Says Stals

f cuntrullmg money supply.”

However, the argument that in the
case of default the central bank
would always bail out depositers was

the Bank would intervene in case of

ties than on those of market or i@ﬂﬂt true, he said. Expectations that

The Governor’s address came s
after the controversy surrounding re-

ported Bank loans to Bankorp of

R1bn and to Absa of R2bn. The Bank
response at the time was that it was a
lender of last resort, and that extend-
ing facilities to financial institutions
was not unusual,

Stals said: “If they {the monetary
authorities) decide to give direct
financial support to intermediaries in
difficulty they may, for example, be
forced to act against their objective

emergency could encourage interme-
diaries to take excessive risks.
These considerations gave the
monetary authorities a powerful in-
terest in the development of market
structures and regulatory arrange-
ments which would minimise the
need for intervention on their part.
Thus monetary policies steadiiy di-
rected towards price stability made
financial crises less likely but, con-
versely, an inflationary environment
increased financial fragility.

® See Page &
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Cape Town
attracting

THERE are still many buyers
looking for investments in com-
mercial and industrial property
in Cape Town despite political
uncertainty and the recession,
says Pam Golding investment
properties MD John Pistorius.

“These buyers are from across the
investment spectrum and include
local institutions, big and small in-
vestors and entrepreneurs from
upcountry and Namibia.”

All were looking for “acceptable
returns” and a major problem was to
find suitable stock as there was an
oversupply of A and B grade property
in the CBD, the southern suburbs and
the northern suburbs.

“Unitess buildings are well let, in-
vestors are understandably nervous,”
Pistorius said.

Regarding prospects for the year,
he said it was a tight market waiting
for stimulus from an economic up-

Reports by

I PETER GALLI

turn, which could materialise only in
1693.

The Cape Town market was gener-
ally in a better shape than those in
other major cities and would con-
tinue to grow in status as a preferred
investment area, he said.

The “yes” vote in the referendum
would mean increased buoyancy in
the commercial and industrial mar-
kets and a return of foreign investors.

Pam Golding’s commercial and in-
dustrial division, now known as Pam
Golding Investmnent Properties, was
aiming to expand its operations,
Pistorius said.

“This expansion will take place
particulary in the hotel and leisure
sectors, where the company has
expertise.”

The company had employed more
brokers and would be opening a sub-

PROPERTY
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the northern suburbs. It
would also increase its adspend.

Seeff, meanwhile, has seen its com-
mercial and industrial breokerage
grow over the past 30 months to 15
lease and sale brokers in Cape Town

in addition to a valuation depart-
ment.

“The Cape market is starting to
move into an oversupplied sitvation
and 60 000m* of space is coming on-
line over the next six months. This
will result in the A-grade and quasi
A-grade market being oversupplied,”
said Seeff Organisation Holdings
chairman Lawrence Seeff.

Baker Street Associates MD Rod-
ney Timm said the Cape Town

market was struggling, but had good |

potential. He said there was likely to
be a demographic shift away from
Johannesburg to Cape Town because

professionals were looking for qual-
ity of life,

_—
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By Derek Tommey

Banks might soon be al-
lowed to sell their own in-
surance products, says Dr
Japie Jacobs, special ad-
viger to the Minister of Fi-

nance.

He was speaking at a sympo-
sium in Sandton yesterday on
the outlook for Southern Airi-
can financial markets.

Dr Jacobs said the financial
authorities were frying to level
the playing field for banks and
insurance companies.

They were recommending
that banks should be permitted
to provide certain investment
products being offered by insur-
ance companies.

“If the products are so advan-
tageous to the insurance com-
panies as the banks claim, then
they can try their hand at sell-
ing them,” Dr Jacobs said.

An “Umbrella Act” aimed at
improving investor protection
was being prepared and would

be issued for comment in the
next few months.

The proposed Act would be
something on the lines of the Fi-
nancial Services Act in the
United Kingdom and would pro-
vide for seli-regulation in a
number of areas.

There were a number of op-
erators in the market who were
not properly regulated.

Dr Jacobs said that people of-
fering financial services to the
public should be under some
form of surveillance, preferably
administered by self-regulatory
bodies, and should be subject to
certain minimal requirements.

It was proposed that an inter-
mediary (brokers, porifolio
managers, trust companies, fi-
nancial advisers, etc) wishing to
be registered must pass a “fit
and proper” test.

The intermediary must have
supporting infrastructural ser-
vices, such as capital resources
and maintain proper records.

The intermediary would have
to disclose information ahout

charges, fees and commissions
and provide periodic informa-
tion about the investment’s per-
formance.

The legislation would stipu-
late that persons conducting fi-
nancial services businesses and
offering investment advice
must attain certain minimum
standards of expertise in the
markets in which they operated
and the risks incurred on behalf
of the public.

The operators must pass the
“fjt and proper” test.

And presumably, as a result
of the Masterbond affair, al-
though Dr Jacobs did not give 1t
as the reason, he said it had
been recommended that the
Standing Committee on Com-
pany Law should be requested
as a matter of urgency to re
view the provisions for the issu-
ing of debentures and to make
proposals for the protection of
the public in this regard.

It had also been recommend-
ed that there should be an
amendment to the Harmful Bu-

sinesses Practices Act, so that
when such practices were disco-
vered, the funds of the opera-
tion should be frozen, a curator
appointed and, after complete
accounting, the available funds
should be distributed among
creditors.

Dr Jacobs said that all invest-
ment carried some degree of
risk.

The existence of regulatory
conditions under the Financial
Services Act no more removed
the need for investors to pay at-
tention to where they placed
their money than the existence
of the Highway Code removed
the need to look before you
crossed the road.

Dr Jacobs said that investors
must realise that if a bank ac-
cepted a deposit, it was enter-
ing into a contractual obliga-
tion. .

But this was not thexcase
when money was entrusted to
an agency. Sy

In that case, the investor
Bw_mm_“ bear the whole risk him-
self.
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“Spotlight on black insurance
L L? 1> _ THEO RAWANL 5¢ '

BLACK business leaders, economists and insurance, me-
dia and advertising executives will examine the black -
insurance market when they address a seminar in Johan-
nesburg on April 15, says Martin Sweet of Charter Life, = —

The seminar programme has been specially designed
to meet the needs of corporate insurance executives,
insurance brokers, senior managers in financial organi-
sations and advertising strategic planners, Sweet says.

The panel of speakers includes insurance brokerage
Afsure MD Khehla Mthembu, Fabcos chairman and
Inter-Africa Group executive chairman Gaby Mago-:
mola, economist and Centre for African Studies director =
Eugene Nyathi and Tiger Oats deputy group public af- - - -

' fairs manager Bobby Makwetla.

There will also be panel discussions.

1




STANDARD Bank Mutual Fund unit trust
sales soared by 60% in the quarter ended
March, lifting assets to a record R552m.

Figures released yesterday showed the
Mutual Fund provided inflation-beating

returns of 27,04% in the year to March and
: years. Ry

1847% over five years. pjpov) 2

But the Gold Fund showed total returns
of 7,74% in the year ended March and
losses of 3.7% over five years. Cash levels
had been held at 25% due to poor perform-
ance of gold shares during the quarter.

The Absa holding in the Mutual Fund
portfolio was disposed of in the quarter
and holdings in De Beers, Driefontein,
Charter, GFSA, Gencor, Amgold, Liberty
Life, First International Trust, Barlows
and Sasol were topped up.

The five largest holdings at the end of
March were Liberty Life, Richemont, Li-
berty Holdings, Remgro and Barlows.

The Extra Income Fund maintained its

'Standard mutual trust sales soar

| ~SHARON WOOD |
ranking as the top-performing ncome
trust with returns of 18,34¢% in the ygg@

March and 16,56% over five years.

Inflows into the fund climbed 140% on
the previous year and the size of the fund
topped the R200m mark for the first time.

“In what is regarded as an epic quarter
.. we are delighted with the continued
support we are receiving from (investors)
who realise the long-term benefits . . . from
making regular investments into unit
trusts,” MD Derick Finlayson said.

The strong rally recorded by the Dow
Jones index in December and January fil-
tered through to the JSE, which exper-
ienced a buoyant opening.

With the earnings ratio on the All Share
Index nearing levels last seen at the 1887
peak and earnings growth still marginally
negative, investment managers did not see

a repeat of the returns enjoyed in 1991.




RMB and partner ‘now
stalking Momentum;%fj«) i

RAND Merchant Bank (RMB), combining
forces with Rembrandt’s Financial Securities
Limited, could be set to enter the life assurance
business through the acquisition of a control-
ling stake in Momentum Life, analysts specu-
lated over the weekend.

RMB executive chairman G T Ferreira said
over the weekend: “We are not saying it doesn’t
make sense”. And one analyst noted: “RMB has
the financial support for such a move through
its links with the Rembrandt Group.” This
move would put the merchant bank into the big
league, he added.

The speculation comes on the back of last
week’s announcement by Absa that Sankorp’s
acquisition of Momentum had been cancelled.

“Shareholders are further informed negotia-
tions are currently taking place as the result of
which another party may acquire a controlling
interest,in Momentum,” it continued.

The fact no counter-announcement was
made suggests the other party is unlisted. Both
Financial Securities and RMB are unlisted.

Before this development, Sankorp was to
have acquired Absa’s and Financial Securities’
30% and 29% stakes in Momentum for 340¢ a
share in a transaction related to Sankorp’s sale
to Absa of its 86% interest in Bankorp.

Sankorp had previously downgraded its offer

| WILLIAM GILFILLAN

price from 359c a share. This came on the back
of Absa lowering its offer price fo Bfnkurp by
%11

R100m to R1,2bn. 2N
As Financial Securities already has a 29%
stake in Momentum, the combined force would

need to take out only Absa and the minorities.

Absa’s stake in Momentum could possibly be
settled through swapping Financial Securities’
interest in Absa for Absa’s holding in the life
assurer, one analyst suggested.

Financial Securities holds a 12% indirect
stake in Absa through having a 40% interest in
Universa, which in turn has a 80% holding in
Absa.

“Rembrandt does not have any assurer close
to them,” an analyst noted.

Although the tobaceo conglomerate has indi-
rect interests in the assurance industry through
Financial Securities’ holdings in Sage and
Absa, these were “too far down the line”, one
analyst felt.

It is understood Momentum top manage-
ment did not want to work for Sankorp. A
combined RMB-Financial Securities acquisi-
tion would give management the leeway they
were looking for as RMB had a reputation for
giving management of underlying operations
breathing space, one analyst noted,




NBS mutual
fund doubles
3/
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MARCIA KLE{N &K

A STRONG inflow of sales
over the past three months
helped the NBS Hallmark
Mutual Fund double from
R17m to R34m in the year
to end-March.

Fund MD Ken Burns said
in the latest quarterly re-
port that NBS Hallmark
had outperformed the JSE
all share index since its flo-
tation in August 1988, with
an annual return of 24% for
unit holders.

The report, released the
day after the year-end, said
the fund declared a final
dividend of 23,58¢ a unit,
bringing the total payout
for theyear to 50,31¢ a unit,
This was equivalent to a
yield of 6,1% on unit price.

Burns said NBS Hall-
mark Fund managers were
active in the recent spate of
rights issues. This included
taking up rights and acquir-
ing additional holdings in
Gencor, First National
Bank, Clicks and Sasol 8,5%
convertible debentures. A
new holding was also ac-
quired in Tiger Oats via the
recent rights issue.

NBS Hallmark’s expo-
sure fo industrials in-
creased from 36% in De-
cember to 46% at the year-
end, while the mining
content was maintained at
30%. It has 3% in medium
dated gilts, and has sold its
5% in property trusts.

Burns said the market
was expected to move
sideways in the short term,
while the economy should
turn to a modest growth
later in the year. «

Bui he said NBS Hall-
mark managers were confi-
dent in medium term pros-
pects, despite uncertainty
i major overseas markets.,

They intended to main-
tain liquidity at the current
lower levels. Liquidity was
reduced in the last quarter
from 22% in December to
13% at end-March.
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a 3,4% stake —
sure, on

that on January

its biggest inves
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LONRHO — in which Old Mutual has built
was under renewed pres-
the JSE yesterday.
touched an eight-year low of 350c before
recovering some
driéd p. The sh
overall drop of 50c on the day.

. The latest Lonrho annual report shows
92, 01d Mutual was one of

tors in the embattled con-

are closed at 400c for an

The share

of its losses as selling

élomerate with 22,3-million shares. Ana-
fysts reckon most of the shares- were
bought at prices in the region of R15. This

would indicate

Mutual’'s invest

that the value of Old
ment had fallen from

R335m to less than R90m at present.

s

itsel.

Yesterday it could not be confirmed |if
any of the selling had been by 0ld Mutnal
0ld Mutual

assistant investmen

GM Rowland Chute gaid the life assurer
did ‘mot comment on individual invest-
ments.“as a matter of principie”. .

Vesterday's plunge was a further reac-
] To Page 2

Lonrho w&(\"\'l/

tion to Lonrho's £1775m sale of a 33%
stake in its UK Metropole Hotel chaln to
Libya Analysts said the saie could perma-
nently taint Lonrho. The deal already has
persuaded Lonrho's second largest share-
holder, Fidelity Management & Research

of the US, to review its 8,8% Interest in the
conglomerate.

The current Lonrho share price com-
pares with R13,50 last September and
R16,40 a year ago when SA Institutlons
were reported to be large buyers of the
shares, With holdings of other domestic
institutions, SA interests in the group could

be as high as 6%, according to some esti-
mates
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SHARON SOROUR
Staff Reporter

A MAJOR bank has paid a
Philippi farmer back more
than R59 000 after over-
charging him overdraft in-
terest for five years.

The farmer’s bank state-
ments from 1985 to 1889 were
checked by Rand Search, a
company specialising in check-
ing statements for overdraft
interest errors.

[t was found the client was
overcharged more than R23 000
which, with interest, amounted
to more than R59 000, said
Rand Search director Mr Mike
McKiever.

The bank said the client was
overcharged because of “a
communication and systems
problem”, but the systems had
been modified to prevent simi-
lar problems and the maxi-
mum rates allowed by the Usu-
ry Act could not be exceeded.

Recently, companies specia-
lising in checking bank state-
ments have caused a rumpus in

R —

the banking industry by sug-
gesting that 90 percent of their
clients are being overcharged
on their overdrafts, sometimes
above the maximum rates al-
lowed by the Usury Act.

Rand Search, established in
Cape Town four months ago,
had checked the accounts of
more than 30 clients of all the
major financial institutions and
errors in excess of R500 000
had been found, Mr McKiever
said.

Rand Search had found more
than R400 000 had been over-
charged over two years ol a

Hout Bay client’s R6 million
overdraft.

Other cases at various finan-
cial institutions included:

® About R14 000 overcharged
over three years on the ac-
count of a Boland garage.

® A Woodstock client was
overcharged R32 000 over two
to three years.

@ An engineering company
was overcharged R11 000 over
three years.

Mr McKiever said his com-
pany was in the process of ar-
guing with the financial institu-
tions to recover the money.

The company claimed only a
percentage of the money re-
trieved from the institutions.

while banks argued that the
mistakes balanced out on a 50-
50 basis, he pointed out that
while they might undercharge
a client by R50 one month, the
following month they would
overcharge by R23 000.

“Over two years on one of
my client’s accounts, the insti-
tution undercharged itself by
only R3 000 while it over-
charged the client by R300 000
" what kind of 50-50 is that?”
he asked.

Complaints that banks were
overcharging or altering over-
draft rates without the custem-
er's knowledge led to an an-
nouncement by Deputy
Finance Minister Dr Theo
Alant that the interest rates
charged would have to be re-

flected on customer accounts
by June.

“The country is facing a huge
problem .. . one of these days it
is going to come to light that

the public is owed hundreds of
millions because of errors
made by most of the major fi-
nancial institutions in the coun-
try,” he said.

Mr McKiever said bank cli-
ents were often misled by the
terminology and vocabularly
used by financial institutions.

“For example, if you are a
‘prime plus 1 percent’ Custom-
er, very few people realise the
interest is compounded month-
ly, and they are not getting an
annual sum,” he warned.

Financial institutions were
held to be accurate and trust-
worthy by the public and if
they were “‘not any of these
things”, the image of banking
was tarnished, he said.

“The bottom line is that
banks operate as businesses —
they are there to make mon-

Ey.”




Banks poised

Business Staff @fﬁwf ll L}sLﬂgfi’ for comment in the next

JOHANNESBURG. — Banks
might soon be allowed to sell
their own insurance products,
says Dr Japie Jacobs, special ad-
viser to the Minister of Finance,

He was speaking at a sympo-
sium in Sandton on the outlook
for scuthern African financial
markets.

Dr Jacobs said the financial
authorities were trying to level
the playing field for banks and in-
surance companies.

They were recommending that
banks should be permitted to pro-
vide certain investment products
being offered by insurance
companies,

“If the products are so advan-
tageous to the insurance compa-
nies as the banks claim, then they
can try their hand at selling
them,” Dr Jacobs said.

An “Umbrella Act” aimed at
improving investor protection
was being prepared and would be

few months.

The proposed Act would be
something on the lines of the Fi-
nancial Services Act in the Unit-
ed Kingdom and would provide
for self-regulation in a number of
areas.

There were a number of opera-
tors in the market who were not
properly regulated.

Dr Jacobs said that people of-
fering financial services to the
public should be under some
form of surveillance, preferably
administered by seli-regulatory
bodies, and should be subject to
certain minimal requirements.

It was proposed that an inter-
mediary (brokers, portiolio man-
agers, trust companies, financial
advisers, etc) wishing to be regis-
tered must pass a “fit and prop-
er” test.

The intermediary must have
supporting infrastructural ser-
vices, such as capital resources

for insurance market?

and maintain proper records.

The intermediary would have
to disclose information about
charges, fees and commissions
and provide periodic information
about the investment’s
performance.

The legislation would stipulate
that persons conducting financial
services businesses and offering
investment advice must attain
certain minimum standards of
expertise in the markets in which
they operated and the risks in-
curred on behalf of the public.

And presumably, as a resuit of
the Masterbond affair, although
Dr Jacobs did not give it as the
reason, he said it had been rec-
ommended that the Standing
Committee on Company Law
should be requested as a matter
of urgency to review the provi-
sions for the issuing of deben-
tures and to make proposals for
the protection of the public in
this regard.
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Reporting yesterday on the per-
formance of the Standard Bank
Unit Trusts for the quarter ended
March 31, Derek Finlayson, man-
aging director of Standard Bank
Fund Managers said that there
had been a 60 percent increase in
inflows into the Mutual Fund
compared with the corresponding
gquarter in 1990 and assets in the

fund had reached a record level
of R552 million.

The fund returned 27,04 per
cent for the one year period to
end March and 18,47 percent for
the five year period.

The lacklustre performance of
the JSE’s gold board had pro-
vided little incentive for invest-
ment in the Gold Fund, but the
fund had taken advantage of the
new rule allowing unit trusts to
invest 10 percent, as opposed to
the previous five percent, of their
assets in shares having a market
value in excess of R2 billion to
improve the quality of its portfo-
lio by increasing holdings in bet-
ter qualify counters and shedding
others.

The fund returned 7,74 per cent
for the one year period to end
March and 3,67 percent for the
five year-period. .

Inflows into the Exth‘é"ilncume
Fund were 140 percent up on 1990
and the fund now fops the
R200 million mark for the first
time. The fund has remained in-
vested in shorter-dated invest-
ments where current yields of
16,3 percent are in excess of the
running yields of 15,9 percent ob-
tainable on longer-term invest-
mepts. This strategy is likely to
be maiiitained.— Sapa.
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NBS Hallmarlgﬁ’{efmrts g00d sales

Finance Staff @

Helped by a further
strong inflow of sales
over the past three
months, NBS Hallmark
Mutual Fund doubled
from R17 million to
R34 million in the year
to March, MD Ken Burns
says In the quarterly re-
port.

The fund has declared
a final dividend of 23,58¢
a unit, which takes the
total payout for the year
to 50,31c — equivalent to
a yield of 6,1 percent on
unit price.

Since. its flotation in
1988, says Mr Burns,
NBS Hallmark has out-
performed the JSE over-
all index with an annual
return of 24 percent for

unitholders. LH T-Z'

Liquidity was reduced
in the last quarter from
22 percent at the end of
December 1991 to 13 per-
cent at the end of March
1992 (including five per-
cent in short-dated gilts).

He says the fund man-
agers were active partic-
ipants m the recent spate
of rights issues. This ac-
tivity included the take-
up of rights and purchase
of additional holdings in
(Gencor, First National
Bank, Clicks and Saso]
8,0 percent convertible
debentures.

At the same time, a
new holding was ac-
quired in Tiger QOats via
the recent rights issue.

The fund'’s exbnsure to

the industrial board was
up from 36 percent in
December to 46 percent
at year-end, while the
mining content remained
steady at 30 percent.
Looking to the future, Mr
Burns says the fund
managers expect the
market to move side-
ways in the short term
and the current econom-
ic recession to turn into
modest positive growth
later in the year,

“However, the liquidi-
ty level can be increased
very quickly if negative
sentiment in major over-
seas markets affects the
JSE adversely in the
short term — which
would give further good
buying opportunities,”
says Mr Burns.
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face further upward pres-
sure as a result of the
recent relaxation of the
rules relating to the hold-
ings permitted by unit
trusts, Safegro Unit Trust
fund manager Len Olivier
said yesterday in present-
ing its quarterly results.

Helped by an 80% jump
in contributions, assets in-
creased 75% to R42m in the
year to March.

An income distribution ¢f -

24c a unit for the second
half gives a total distribu-
tion of 5,23c a unit over the
year, yielding 4,3% on yes-
terday’s closing price. The
total return for the year
was 28,8%, of which capital
growth comprised 23,5%.
As a unit trust was now
allowed {o increase its ex-
posure in shares with' a
market- capitalisation of
more than R2bn to 10% of
the frust’s portfolio from
5%, Safeégro was to further
inereaseits holdings in the
blue chips, Olivier said.

Toac>
| WiLLIAM-arCFILLA

Referring to broad strat-
egy, Olivier said there was
a clear move away from
the traditional consumer
sectors towards the fixed
investment, export and
tourism sectors.

Private consumption ex-
penditure in SA was more
than 60% of GDP, whereas
the ratio was lower than
50% in Japan.
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CAPE TOWN — SA would soon
be admitted as the 52nd member
of the African Development Bank
(ADB) but would first have to
become a member of the OAT,
ADB president Babacar N'diaye
said yesterday.

Government members said SA’s
admission to the ADB woula improve
contacts with Arab countries as well
as strengthen government’s hand in
gaining access to the IMF and the
World Bank.

Speaking after his lunch meeting
with President F W de Klerk and a
large party of politicians, ADB presi-
dent Babacar N'diaye predicted SA
~ would be admitted to the bank “in the
very near future” but at the latest by
1994,

He said his delegation’s visit was a
fact-finding mission “so that we
would look to be operational on day
one when that becomes possible”, he
said.

SA had great wealth and with its
mineral, human and capital potential
it could become a great asset to the
whole continent.

De Klerk said he had discussed the
“dynamic process of change” taking
place in SA. The meeting had concen-
trated on the development of south-
ern African and SA's possible role in
the sub-continent.

Also at the luncheon was Finance
Minister Barend du Plessis, Foreign
| Minister Pik Botha, Foreign Affairs

director-general Neil van Heerden

=

-ome SA soon

BILLY PADDOCK

and his deputy Derek Auret. DP
leader Zach de Beer, DP caucus
chairman Colin Eglin and CP foreign
affairs spokesman Tom Langley also
attended.

Development Bank of SA commy-
nications manager Frans van Rens-
burg said the OAU had approved the
ADB visit. The route to membership
of the OAU was clearly open should
Codesa negotiations go well.

Yesterday the delegation held de-
tailed meetings with the IDT, the
SBDC, Eskom, the Development
Bank of Southern Africa and the Ur-
ban Foundation.

|
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The ADB delegation has met the |.

ANC, Nafcoe, Nactu, the PAC, Fab-
cos and other organisations this week
and is to meet Inkatha, tour KwaZulu
and hold meetings with other non-
government organisations.

Van Rensburg said ADB had assets
worth $33bn and a private sector fund
for micro projects. ~

The ADB groupis the largest finan-
cial institution in Africa made up of
the Banpk, the African Development
Fund and the Nigerian Trust Fund.

The triple A-rated ADB is owned
by 51 CAU members and 25 non-Afri-
can nations. Since its creation in 1964,
it has approved loans totalling $25bn.

It has diversified in recent years

from purely project finance to policy-
based lending.
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At last week’s annual meeting chairman
Rene Leclezio gave a rough estimate that

| Lonrho's debt was down to £850m from
| L£lbn after asset sales.

had enhanced the share s riskiness

The guestion to be asked was who ha
accumiulated all the shares 1n the wave of
selling, he said.

assets soar

CAPE TOWN — Assets of Old Mutual's
Top Companies Fund have soared to R90m
since its launch in November last year, Old
Mutual unit trust manager Peter de Beyer
said yesterday.

About R13m a month had flowed into the

{ fund and the number of unitholders al-

ready exceeded 17 000.
Portfolic manager Adrian Allardice was

{ confident the fund would perform well

above average, especially as a result of the
decision not to chase blue chip consumer

! shares. The portfolio does not include

Wooltru or Edgars.

Another reason for confidence about the
performance was the emphasis on cash-

| flow management and highly selective

share purchases in a stock market where
shares were at historically high levels.

Allardice said selectivity would be the
hallmark of fund management for the re-
mainder of 1992,

“While the recovery in Western econo-
mies has not yet occurred and Wall Street
remains nervous about US prospects, the
upswing is likely to begin later this year.

“In SA economic conditions are equally
uncertain with the economy seemingly

. Mutu al fun d 'S
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bumping along the bottom, but the tenta-
tive signs normally present ahead of an
upswing are becoming discernible.”

Allardice said JSE share price levels
should receive some support from parasta-
tal buying but he remained cautious in the
short term. The Top Companies Fund was
defensively positioned with about 17% of
its portfolio in banking and insurance
shares, sectors which he said tended to be

relatively more stable at this stage of the
business cycle.

Consumer

“The outlook for consumer shares re-
mains bleak and profit still to be reported
may even be below market expectations.

“Inventory levels remain high in rela-
tion to demand while the cash strapped
consumer is unlikely to feel much relief in
the short term.”

The core portiolio of the fund was in
place with recent purchases including
Lenco, ICH, and Didata.

Additions were made to the Absa, Ya-
beng and Chemserve holdings.

—_—
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CU’s unit trust_
=39
in good shap 5)

WILLIAM GILFILLAN

COMMERCIAL Union’s general equi-
ty unit trust, CU Growth Fund, re-
corded a 24,9% return on an income-
reinvested basis for the 12 months to
end-March. /o100y 314197

Senior GM Roger Wanless said the
fund had further added to its holdings
in Anglovaal Industries (AVI) and
Metropolitan Life and also followed
its rights in Clicks, Gencor and AVI.

The fund has disposed of its holding
in Absa in view of “a possible diges-
tive problem arising from the Ban-
korp merger”. Concern over the
short-term prospects of platinum led
it to lighten its holding in JCL

Top 10 blue chip holdings at the
quarter’s end included Premier,
Richemont, Barlow Rand, SAB, Rust-
plats, De Beers, Liberty Holdings,

Anglo Americam; and NBS Holdings. |
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'BOE achieves

)

CAPE TOWN — The Board of Execy-
tors Growth Fund's total return of
30,4% on a repurchase to repurchase
basis, achieved in the year to end-
March, compares favourably with an
inflation rate of 15,8% and the 27,4%
total return for the All Share index.

In the last quarter a net inflow of
R6,6m came into the fund, boosting

!its total market value to R61,5m. The

liquidity level was maintained at
al?nut 12%. g}ﬂﬂﬂg 3}(]:‘7 T L.

The fund moved into direet hold-
ings of gold shares for the first time
during the quarter. About 58% of the
Growth Fund is invested in industrial
and financial shares and 30% in min-
ing shares.

Senior portfolio manager Ryk de
Klerk said he believed gold shares
were discounting a gold price way
below the current price in dollar
terms and represented good value,

He was optimistic about gold’s

countries m the region, and in an-
other five in East and Central Africa.

30,4%" returh,

LINDA ENSOR |

prospects later this year, believing
that less gold would come into the
market from the former Soviet
Union, and industrial demand would
pick up as the US and internatinnali
econormies turned. “1

De Klerk helieved industrial;
shares would provide better earnings
over the next 12 to 18 months than the
financial sector. The switch in the
interest rate cycle could exert pres-
sure on banks later this year andq
early next year, De Klerk said. The
BOE fund had accordingly reduced
its weighting in banking shares with
the sale of its Absa holding.

Another shift in the portfolio was
the move away from fixed invest-
ment stock towards consumer
counters. Lonhro, Iscor and Maibak
were sold and investments were [
made in Premier and SA Breweries.
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AN ANC delegation
led by Mr Nelson
Mandela this week
concluded talks with a
nine-member African
Development Bank
group led by its presi-
dent, Mr Babacar
Ndiaye.

The talks focused on the
future role the bank could
play in the economic devel-
opment of a post-apartheid
South Afnca.

The meeting, the first
working session hetween
the two, discussed the cur-
rent socioc-economic situa-
tion in South Africa, the
economic policies and
plans of the ANC and expe-
riences of other Afrncan
countries.

Other issues which fea-
tured promunently during
the meeting were the time-
table for the negotiations
within CODESA, the in-
stallation of aninterim gov-
emment, the bank’s own
operational polices, the cir-

By JOSHUA
RABOROKO

cumstances under which a
democratically elected
government might become
a member of the bank and
programmes of action.

Other ANC officials
who participated in the
meeting included chairman
Mr Oliver Tambo, deputy
president Mr Walter Sisulu,
director of Intemational
Affairs Mr Thabe Mbeki,
head of economic affairs
Mr Trevor Manuel and eco-
nomic advisor Mr Maxwell
Sisulv.

The ANC delegation
made it clear that nationali-
sation was not a matter of
ideology or doctnine.

“We have no Int list of
industries or sectors to be
nationalised,”” Manuel
said, adding, “it is merely
one of the many economic
imstruments that may be
considered to correct im-

alarices and distortions in
the economy.’

However, the delega-
tions expressed strong con-
cern at the spate of umiat-
eral privatisations being
implemented by the South
African Government.

The selection of indus-
tnies 10 be privatised, the
ANC said, should be left to
the democratic decisions of
a future government, The
current privatisation pro-
gramme was simply trans-
femng wealth (o a prnivi-
leged few, they said, and
would diminish the stock of
assets and resources avail-
ablc to a future govern-
ment.

The bank and ANC offi-
cials agreed that ancw gov-
ernment would need con-
siderable new resources to
address the legacy of apart-
heid and the needs of the
black majority, such as
housing, health, education
and access to basic utilities.

They agreed that such
new resources would be
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better transferred in the
form of grant or equity
funds rather than debt.
Inaseparalec meeting, the
bank's tcam met Mrs
Gertrude Shope and Mrs
Albertina Sisulu, president
and deputy president re-
spectively of the ANC
Women's league, to cx-
plore possible areas of co-
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operation in the future.

Afterlearming of the spe-
cial needs of South Africans
women, Ndiaye pledged to
make every effort to mobi-
lise assistance from other
instituions - since South
Africa 1s not a member of
the bank - tor programmes
of the ANC's Women’'s
League
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no connection between the sixth schedule
and the three-fund principle: in practice,
they are linked by Revenue’s need 1o gener-
ate a predictable income from the life indus-
try.

The schedule was introduced to deter the
wealthy from using life funds as tax shelters
and it became progressively more complicat-
ed. In the mid-Eighties, 1t was amended to
protect the flow of funds to banks and build-
ing societies. This was followed by an under-
taking from life assurers that they would not
issue any form of policy with a projected life
of fewer than five years. '

The schedule has become ai adminisira-
tive nightmare and needs to be scrapped. It
describes “standard” and “nonstandard” life
policies in terms which only a few experts in
the industry understand, though the tax im-
plications of the definitions are significant.

The FSB argued that & schedule whichisa
fiscal measure interferes with the board’s
regulatory authority. Since then, there has
heen broad agreement on what constitutes an
insurance product and what is more suitable
for deposit-taking institutions.

Some assurers were confident the schedule
would be scrapped, possibly as early as this
week, and replaced with product definitions
and regulations in the Long-Term Insurance
Bill expected to come before parliament next
year. The life offices would, meanwhile,
comply with a directive to be drafted by the
board, with the same regulatory effect.

But Revenue needs to know the regulatory
umbrella under which life offices will pay
tax. So the rules have to be in place when the
schedule is scrapped. The rulies attached to
the three-fund principle should have covered
this dilemma. In this, shareholders’ or cor-
porate funds in life offices would be taxed in
the same way as any other company, with the
+wo mutuals offering all or part of their free
reserves as the equivalent of corporate funds;
there would be a nontaxable pool of pension,
provident and retirement annuity sAVIngs,
and a pool of general policyholders’ funds
would be taxed at the average rate — prob-
ably about 32% — ‘nstead of the top margin-
al rate of 43%. The last clause would en-
hance the savings potential for millions of
policyholders.

RBut Revenuc has now pointed out there
would be opportunities for tax evasion. A
company-owned policy, other than a key-
man or deferred compensation scheme,
would usually attract tax at the company
rate of 48%. But if the company cedesittoa
natural person, the tax would drop to the
proposed 17% — with a large oss of revenue.
The proposals are all back on the drawing
board for a minimum of three months.

Meanwhile, 1nsurance brokers who have
been selling investment-type products with
an undertaking that they will soon be recog-
nised as standard, and iherefore contain fax
benefits, are on unsafe ground, with a poten-
vial for liability suits against them if things
go wrong. when the sixth schedule 15 finally
scrapped, it is hoped that all nonstandard
policies will become standard. But if Rev-

at the delay is being exploited,
ssued after, for
Budget day 1992, will not b
into the lawful net.

enue scents th
it is possible that policies i

example,
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Tax posers

— Fm zlglat
Attempts to simplify and rationalise taxation
of the life offices — and, therefore, tax on
millions of policyholders — have met new
snags.

There will be no quick demise for the sixth
sc_hedule of the Income Tax Act as was
tmdely predicted. Nor is there likely to be
1mmediate progress towards dividing life
of fice assets into three separate funds, which
would have benefited most policyholdcers.

The three-fund approach had been en-
d.ﬂfSEd in Finance Minister Barend du Ples-
sis Budget last month but difficulties
emerged in talks involving Inland Revenue,

the 'Financial Services Board (FSB) and Life
Offices Association (LOA). There should be

FINANCIAL MAIL » APRIL » 3 » 1992 « 35
.-;:_.QH,M M—a ~—t




PROPERTY

CODES OF CONDUCT

M 32497
Horneis” nests of responsibility

s/

A new code of conduct for estate agents
proposed by the Estate Agents Board (EAB)
has enraged the Institute of Estate Agents of
SA (IEASA) — a private body serving
members’ interests.

IEASA southern Transvaal branch chair-
man Bryan Slade says the institute has not
been consulted on the code and intends to
approach Trade & Industry Minister Derek
Keys directly on the matter. The board has
submitted a draft of the code to the Minister
for comment.

The furore calls into question the necessity
of having two bodies duplicating each other’s
functions 1n many areas of the real estate
business. The board tells the FM in fact that
to justify i1ts own existence it feels it must
shift its focus towards greater consumer pro-
tection.

“This is the philosophy behind the new
code. [ts purpose is clearly not to protect the
status of estate agents, nor to promote pro-
fessionalism. This philosophy is based on our
acceptance as well that the only rationale for
the continued existence of a regulating body
such as the EAB, is consumer protection”.

The IESA suggests the shift conflicts with
the EAB’s stated function to “maintain and
promote integrity among agents.”” It points
out that the EAB is subsidised by agents.

The FM understands that the EAB has
been busy revising the code — written in
1979 in terms of the Estate Agents Act of
1976 — for two years.

EAB manager Andrew Harrison points
out that the old code was written primarily
for estate agents by estate agents — not for
consumers — and claims it is not the board’s
job to consult agents. *“This is government’s
prerogative,” he asserts. “We have always
understood that once government is happy
with the basic principles, it could call for
comments by all interested parties.”

The IEASA argues it is likely that only a
limited period will be allowed for it to com-
ment on the sweeping changes proposed to
the code. It says further that, based on 1its
examination of a leaked copy, there are cost
implications for agents which will have to be
passed on to consumers. But it favours some
aspects of the revised code which includes
prohibitions on;

Racial discrimhination;

Unfair competitive practices such as plac-
ing unrealistic values on a property to secure
a sole mandate;

[0 Estate agents communicating oral offers
to clients until the offers have been put in
writing and signed by the person making the
offer;

[0 Agents recommending a particular offer
to a seller because the agent has undertaken
to sell the purchaser’s property as well —

without disclosing this information to the
seller; and

O Presenting the recommended tariffs of
Sapoa or [EASA as mandatory. The new
code points out that these tariffs should serve
as a guide only and commissions are negoti-
ated between parties. The IEASA suggests
that, to avoid confusion, commission tariffs
must be stated in the agreement of sale in
order for the agent to be paid the amount
stated.

But the IEASA objects to mandatory dis-
closure by agents of servitudes or any other
factors which could have deleterious effects
on the property for sale — or on neighbour-
ing properties. This relates to vacant land in
particular which might become subject to
expropriation for highways, informal settle-
ment, light rail systems and so forth. It seems
that an agent who has not made proper
inquiries about such matters could be sued
for misrepresentation.

The IEASA says that, in certain circum-
stances, this could protect the purchaser but
it is not a service at present provided even by
conveyancers. Various travel costs would
have to be provided for — to deeds offices, to
local municipal authorities and Eskom to
confirm any proposed developmernts in the
vicinity, and to provincial administrations to
check other proposals for the area. The insti-
tute suggests that a buyer could pay a fee for
this protection or choose to waive his rights.

The EAB argues that the agent would
simply ask the seller for a warranty. The

W .
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Transvaalers with a spare R1m-R2m
a holiday home are the target for
ultra-luxury apartments that came on
market this week in Clifton.

I Clifton Breakers, a Basil Read de¢

opment on the mountain side of Vict
Road, offers two- and three-bedroo:
apartments ranging in size from 173
258 m? and in price from R950 000-R
Semi-covered decks add another 58
124 m? to each unit.

Basil Read’s aim was to offer a -
class development at prices lower
those being asked for similar apartm:
in the area.

PROPERTY

institute replies that, in most cases, the seller
1s 1gnorant of hazards.

The IEASA also does not like the prohibi-
tion on estate agents from advertising or
marketing a property at a price other than
that agreed on with the seller, which leads to
tags like ‘“‘priced from R150 000 to
R500 000.” It warns this will cause conflicts
with unrealistic sellers.

Under the code, estate agents will be
obliged to explain to the contracting parties
all the relevant terms of the contract such as
suspensive and resolutive (sale subject to
obtaining bond finance) clauses, date of oc-
cupation and occupational rent. They will
also need to know when the estate agent will
be entitled to deduct his commission from
the deposit paid by the purchaser — and if

this is before transfer, specific agreement is
required.

The IEASA says this information has
always been contained in the agreement of
sale, which by law should be read and under-
stood by both buyer and seller before signing.
The EAB argues it is an ethical issue.

The code includes onus on agents to notify
all other offerers once the fate of a contract is
known. The IEASA says this is always done
by agents, yet the EAB says, in its experi-
ence, this is seldom done or it is done late.

In addition to changes in the code, the
EAB is revising the syllabus for the board
exam and has eliminated section B on prop-
erty economics so that the exam should not
be seen as an entry barrier to the business. It

< v @~

says this 1s meant as a bridging arrangement
until the revised syllabus is complete. The
textbook on economics is also largely out of
date.

The IEASA warns that according to what
is “reasonably expected” of an agent iIn
terms of the Act, he cannot take responsibil-
ity for knowledge about subjects such as
market evaluations, which have now been —
though temporarily — excluded from the
syllabus. In other words, the institute con-
cludes that the proposed code and syllabus

are at loggerheads.

This has been achieved, says Samnel
Seeff, MD of selling agent Seeff Residen-
tial Properties (SRP). He adds: *On cur-
rent trends — once the property market
resuscitates itself —- appreciation is as-
sured.”

L
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President Insurance, which ran off its book
last year after a prolonged period of prob-
lems, has re-emerged as a niche player,
specialising in professional practice and up-
per-income personal lines underwriting.

Profsure, a fast-growing brokerage and
managing agent based in Florida, Roode-
poort, has acquired the President licence
from Rentmeester Group. Profsure will in-
ject its current R17m of premium income
into President and this, together with Presi-
dent’s slice of compulsory third-party
(MMF) business, will be the base for the
new operation.

Profsure becomes almost dormant and
MD Willie Smit becomes MD at President.
Smit says that, with the President licence,
his group inherited *‘several millions” of re-
coverable third-party claims, which swee-
tened the deal. He adds that equity backers
include two unidentified banks, some attor-
neys and businessmen. He holds 24% of the
shares.

Smit is emphatic that the new-look Presi-
dent will not compete head on with the
majors but concentrate on quality profes-
sional practice business.

1t was trying to compete across the board
that led to President’s original fall. Its ex-

pense ratios soared so that, at one stage, 1ts
solvency margin was 2 minimal 15%. Just
over a year ago, agreement was reached with
the Registrar of Short-Term Insurance to
take on no new business and run off the
existing business. Smit says that was done,
no-one suffered and Profsure acquired a
clean licence.

Question is, he agrees, whether President
can now maintain a good solvency margin, a
key measure of claims-paying ability, on
such a small base. The R17m premium injec-
tion comes cheaply — it does not carry the
normal average commission COst that is the
brokers’ share. Most new business will, of
course, bear commission.

Smit says that with a “reasonable” invest-
ment in systems, the new President will aim
to keep its management expenses to under
10%. If President achieves this and its premi-
um rates are realistic, its total expenses on
future business will not exceed about 75%.
That is about average in the indusiry but
exceptional for a small firm. Offsetting that,
to some extent, is President’s need — given
its size — to reinsure an unusually high
proportion of risk.

But Smit adds that, in the business Prof-
sure managed, rarely did claims experience
exceed 60%. So, if the sums all come togeth-
er, President should consistently make un-
derwriting profits. |
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sulation with the community.
All college and school educa-

vention on the restructuﬁng of
education in South Africa— Sapa.

Hope that SA will join African bank

Political Staff ST/ 2 Zi”l unions and development_agen-
cies. QSEB

CAPE TOWN — South Africa
could become a member of the
powerful African Development
Bank by 1994, according to its
president, Babacar Ndiaye.

Mr Ndiaye, who is leading a
nine-member delegation on a
fact-finding mission to South
Africa, was speaking after a
lunch with President de Klerk
which was also attended by a
number of Ministers and lead-
ers of parliamentary parties.

He has also met members of
the ANC, PAC, SA Council of
Churches as well as trade

Mr Ndiaye “said the bank
would like to be ready to be op-
erational in the southern Afri-

can region when thi S pOSsSi-
ble. (3? )

South Africa will have to be-
come a member of the Organi-
sation of African Unity before it
can join the bank.

Mr de Klerk said the delega-
tion had had wide-ranging dis-
cussions on the process of
change in southern Africa and
the role the country could play
In development on the conti-
nent.
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funds for fi-

nancial institu-
tions may soon have
to disclose their
commission rates to
prospective inves-
tors. This is one of a
number of proposals
contained in a draft
bill to be published
later this year which
is aimed at giving
the public greater

protection against
unscrupulous inter-
mediaries.

This particular pro-
posal flows from dis-
closures recently that
organisations in finan-
cial difficulties were
offering agents ex-
tremely high commis-
sions to persuade in-
vestors to invest their
money with them.

Responsibility

It is argued that if the
investors had known how
much ‘the agent was re-
ceivin% as commission,
they wohld bécome suspi-
cious and invested their
money somewhere else.

This #llustrates one of
the key aims of thé Bill
which is to secure much
greater disclosure by fi-

e,
PR R

L AT L.

s -;?“_._. - : "

THUMBS DOWN: Chris Stals wa

rned investors

they would not be bailed out if financial instu-
tions landed in trouble.

nancial institutions and
intermediaries so that
the investor is better abje
t0 assess the risk he
might be undertaking.

However, the other
side of the coin is that the
authorities believe that
this practice should re-
sult in the investor being
more able to stand on his
own feet and take full re-
sponsibility for any losses
he might incur.

Dr Japie Jacobs, spe-
cial financial adviser to
the Minister of Finance,
told a financial sympo-
sium this week that all

investments carried
some risk.

But the existence of
regulatory conditions

under the Financial Ser-
vices Act no more re-
moved the need for in-
vestors to worry about
where they placed their
money than the existence
of the Highway Code re-
moved the need for a per-
son to look before they
crossed the road.

The Governor of the
Reserve Bank, Dr Chris
Stals, made 2a similay
point at the same symipo-
sium. He warned inves-
tors that the Reserve
Bank would not bail them
out when a financial in-

stitution landed in trou-
ble.

He said the responsi-
bility for regulating fi-
nancial institutions rest-
ed with the Reserve
Bank. This had given rise
to the unfounded percep-
tion that the authorities
would provide an ungual-
ified guarantee for the
safety of all deposits with
registered deposit-taking
institutions. “This percep-
tion, is sometimes without
foundation,” Dr Stals
said.

Speaking at the same
function, Professor Mi-
chael Katz, chairman of
the Tax Advisory Com-

JAntermediary :
,8ych as brokers, portfolio

mittee of 'tHé}I,\'{[}iapister of
Finance, put ever
stronger the, point that
banks and other financial
institutions should be al-
lowed to fail.

He said it was impor-
tant that the market
place should become a
participant in the regula-
tion of financial institu-
tions, but that it could do
this only if there were
full disclosure.,

The market must be
able to assess the risk
and the time had gone
when banks or insurance
companies could have a
different basis of diselo-
sure from that for ordi-
nary companies. |

The principle of full |
disclosure was funda- |
mental and this presup-
poses that the market
could do its job and cause [
crashes and failures, he |
said.

Dr Jacobs said thel

Draft Bill made propos- | '
als for people offering fi-
nancial services to the
public to be subject to
some form of surveil-
lance, preferably by self-
regulatory bodies, and
should be subject to cer-
tain minimum require-
ments.

Tighten up

People working in an
capacity

fmanagers, trust com-
panies and financial ad-
visers would have to pass |
a test showing they were
“fit and proper” to under-
take to do this work.

The intermediary
would have to disclose in-
formation about charges,
fees and commissions
and provide periodic in-
formation about the in-
vestment’s performance.

The bill also contains
proposals to tighten up on
misleading information
and clarify misunder-
standing among the pub-
lic about such words as
“trust” which were not
protected or privileged in
terms of present legisla-
tion.

Test

nscrupulous f
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‘Sanction;busty

S

SINCE Persetech’s de-
~=tbut on the JSE & month
i.-ago at 190c, the price
“_Em dropped like a
. yepstone to 120c.

‘Fidu' A ghare overhang is the
: explanation. |,
e Persetech’s management

* gave a presentation tothe In- {
' mé.vestment Analysts Soclely
rirghis week, but the share
EEEHEW_EWF . ._.L_ . )
» Chief executive Peter™} .
Jbbotson forecasts earnings
2 for the current year at a |
tonch below 20c, putting the
ghare on a forward PE of
oEm«aau at the last trade

] rmer E.Eﬂﬂ ISG start-
..ﬂfnmnﬁa.ﬂhnc-nﬂan.uﬁﬁ _
> | Fallying. :

o

PERSETEC LIMITED

the expo-

Formation

just in case. Third,
gure of foreigh

was limited by the
and flotation of TSL Their ac-

AL
mied

Comten products. -

er ipdustry was faced with
_grasanction threats an the

grounds that blacks would
oot suffer If it was singled
ont, major global players had

own software.

He spoke about ima
data ecapture direct from
document — apd implied

sald the cultures were differ-
ent but left it at that

Mr Ibbotson claims
Persetech is the leanest play-

disinvested and customers er 1n computers and that it is
were concerned they would iD coadition.
tal) behind 1f new technology it bas five whally owned
was unavailable. divisions — Persetel, Per-
The upshot was a three- SeuS TSD, Sapec and TSM
pronged strategy TSI invest- Its three main subsidiaries
ed heavily in developing a market and maintain main-
domestic | computer manu- frame M#—E".Emn_,. and oet-
facturing industry to combat works, and service mid-
a worst-case scepario that Tange computer systems and
pnever came about. golutions and disirbute mi-
It spent much qn sstabligh- cro-compuiers, printers and
ing surplus supply channels, peripherais

chives at SA's msurers

gheet — sopgesting that

should be m

ers’ funds.

Largest division Persetel
is the sole supplier of Hitachi
mainframes and Dowty and

Ln "gave analysts some back tivitles were masked by non- One analyst asked if there

Y _m.mnnnnu why Persetech and disclosure of group financial was a threat that IBM might

™ had been separated out performances. not allow Hitachi to use its

| . Df TSI, which was formed to  With hindsight, It was software indefiutely .

X' merge the pair fewer than largely Eu£ it now Mr Marnitz disoussed the Ese
flve years ago. es sense to teh two 1dea, adding that with the ad- =i

il Mr Marpitz recalled the dizsimilar groups lumped to-  vent of open or standard

36 mood of the day. The comput- gether under extragrdinary tems the group would be

creasingly able to supply its
g —

could have enortnous poten-
ttal among the acres of ar-

Another analyst queried
the group’s cash pile — Rag-
mitlion on the latest balance

‘ erately geared
since it was making hand-
some returns on sharehoid-

My Ibhotson said the cash
position was distorted by the

introduction of VAT on the
day of thu financial yearend
and- that the amount was
more like Rt30-mullion to RS0-
million.

That is still about 30c a
share, abaut a quarter of the
share price Persetech is con-
. gidering what to do with the

money — acguisitions are
possible.
- . Mr Marnitz said “We like

- £
ersetech down -

! {0 take on board entrepre-

peurs who have set up a good
tusiness then find they have
* \mited potential on their
owrn. We issue them with
s %uﬁu ghares and that main-
incentives.”

Anpther analyst was €00-
perned about the potential of
an overhang of Persetech
shares on the market, namely
those held in the ESM trust as
a legacy of its TSI holdin
The trust has about 45-mil-
lion shares and there are
probably another 2-million

The potential for depress-
ing the share priceé Was

layed down by ersetech’s
m_._.wnna. rs, but the market
does not seem to be cob-
vinced.

After all the traumas of
the past few years, the com-
puter industry has above-
average growih potentlal.
Mainframes still have an im-
ﬁ_.ﬂmn__. place, upgrading will

inevitable and networking
is the new huzzword.

Persetech’s track record,
disclosed in the prelishng
statement, is a hit mﬂaz.._w.
There was reasonable
growth (n sales and earnings

a
it

it
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ROUX

antil 1989, then two dips uptl
1991's improvements. Per-
sens took some blame, but
will be profitable this year.

Persetech's management
did oot get to the bottom of
the culture 1ssye. All grou
really belleve they are ibe
hest and have the most com-
petent people and give supe-
F10T SETVICE,

Persetech backed up its
clasms with a bit of market
research putting Persetel
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w%_wﬂﬂ?nﬂ attender of
meetings, Bill Has-
lam left the comfort of a
director’s post at one of
SA's larger assurers three
years ago to tackle some-

director says~
told me it was im
establish a life o

ind
all concentrating on supply- -iv The life o

ependent brokers plus &
EEEnHmEEoEwE.

s
| Haslam sayx: “1 know
that service has beceme a cli-

one  Picture: CRAIG WOODS | che, but if is where onur &ﬁ
lies No sitpation cannot
tops, even publishing this In | turnedtoadvantage.” ..
the prelisting statement. Mr Haslam points out that
olders of TSI shares re

celved ope share In each of

ISC and Persetech. Each | base Hehasno about

company will be on its toes to the large size of lus competi-

avoid being dubbed the skele- ] tors.

ton in the TSI closet. He is prond of his gronp's
But, like other com anles | achievements. It has stuck to

which adopt a stand-aloné | a low-cost infrastructure in

identity after being part of a | the Pretorla-Witwatersrand-
greater group. Persetech's | Vereepiging region to pre-
nHEme be to deliver | clude an expensive branch
the g consistently. netWOrk.
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IN danger of becoming &

. popumissions are Dot

thing that “could not be
..u_q ) a2 .ﬂmﬂh.n.!.ﬂﬁ-.r“m.ﬂmu
Time Life's Emnuﬂ_u « The

le to uEEFFEHEEEEmT
ce In the™

" housing division Is 1

gtartiing il are
eamly a .mﬂmnammrunﬂ ,
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The focas has been on low-
strain policies, such as 10-
year endowments on HEM_
E -
hitive Nevertheless, start-up
costs for compaters, #Euﬁm
and =0 on are inevitable an
Mr Haslam says the com-
pany is looking at ways of in-

%ﬂﬁm investment manag-

highly competitive circum-
uﬂunﬁmﬁ_ﬁﬁnﬁﬂ;ﬁu|§&§3a
_m.mmm-m., ' and mmnﬁmwnwﬂnu:n Mati-
o 1ife's results for the agers — Which handle the
wmmw to December 1991 must . fungs.
ve silenced the doobters. . Eachlsona month’s notice
In only its fourth year, the * and although Time Life
lUfe arm of listed Time Hold- would ool change fuznd man-
ings achleved total net agers lightly, the clause helps
miom income of'R1%7- (o p themn cn their toes.
millicn. In its first year the , ;- There is an _Ewu_hurnu Time
»& ife Tt was established out of
a1 198T-Nsted Time Holdings’
S pal husinessea of hous-
,...:If.r-ﬂ E ﬁ.ﬂn EﬁE. The Eﬁﬂ..—
by using concept was to provide lasur-

ance for-bondholders of

Time's developments. -

58 i ce has

- yapidly, but most of &'s

for sale
because the problems at-
tached to mass housing re-
fuse to g0 AWway.

- Time Holdings retains its

" property develo ent Inter-

pste and the life office has

two lmpartant subsidiaries.
One is Time Life Assured
Advances

.. % Mr Haslam says: “We cag-

_yamsed hrokers on cllent re-
quirements and discovered
hoge demand for & product
such as a 10-year endowment
that provides loans to the po-
Hteyholder. Everybody wants
the inflation hedge that Jong-

-

>t & ® " o7
WN w n.a_. .4”__4_._ |

(5¢)
aslam

term well-managed invest-
ments provide. But they also
want access to the money ”
Policies are ceded to e
Life Assured Advances, fur-
pishing collateral against
oans are made at
commercial rates. This hittle
enterprise has advances of
more than R9-million It
* could also provide the plat-

form for a Euﬁhm%_ﬂmﬂ o
i L Broperty Tovest

e Life vest-
ments, 70% n&%w_.%ﬂm Life
and 30% by Time Properties.
It buys and syndicates wowuw.
erties as sharehoidings to in-

vestors — Dot new 1n 1tseld,

But there is a guaranteed
,u.nm.wmnw at proper prices.

o

1
mnEEmF: says MrHaslam. -

The first Eﬂwﬂ:.w. 1s Dar-
ras Cenire e Johapnes-
burg suburh of Kensington.

Perchance, this ts a shop-
uﬁ% centye 1 frequent, and

sticed oply last week the
Time stickers across the win-
dows of the half-tozen empty
shops.

1 called for an explanation
when told that the return
from Darras Centre was ex-
nmmnﬁm—wwﬂmnmuﬁ.

Mr lam explains that
the arez is being upgraded
and there H% mnumﬂmuﬁ for a
better-qua opping cen-
tre. It was soid ww mmmE:m
last year after a recent re-
vamp Tenants who were be-
hingd with their rent are mov-
ing out, the tenant mix has
improved and shops are be-

BILL HASLAM Having a ball

ing moved o more sensible
sites mn the centre,
tnvestors are agaip found

transfer the income directly
to an endowment m back-to-
back policies, previously the
realm only of the lump-sum
market. The returns are £2-
pected to be superor.

_ A second syndication is the
MeCarthy House office block
in Wierda Valley, Sandton. It
has not soid as fast as Darras
Centre — it took omly suX
weeks — because bad public-
ity from Masterbond and
ofhers has hurt property in
the eyes of investors

Time Holdings, whose re-
sults are due tomorrow, has
snffered a similar fate as oth-
er second-line stocks. Its
shares have fallen steadily to
about S0c.

But Mr Haslam 13 having 2
ball “I didp't want to spend
the rest of my career 10
board meetings. 1 ke meet-
ing the clients, looking for the
opportunities and turcing
them to account.

"No disadvantage is 50
great that it can’t be made to
wark for you.”




‘Sanlam m_trusts o
STATL b1 T

Tiger Oats.

By Tom Hoo <% ,

Five unit trusts in the Sanlam
stable went on a share-buying
spree in the March quarter,
drawing millions from their
cash holdings to add to their
portfolios. And not a single
share was sold.

This left a sharp drop in li-
quidity levels — Sanlam Trust
down to 7.9 from 8,1 percent,
Sanlam Index 8,6 (12,2), Sanlam
Dividend 12,4 (16,5), Sanlam In-
dustrial 10,8 (15), Sanlam Min-
ing 8,7 (11,5).

Purchases by Sanlam Trust
were Absa (640000),
Breweries, Sasol and Tiger
Qats.

Absa (659 000 shares) was
bought by Sanlam Index along
with shares in Dries, Kloof,
Gencor Beherend, Johnnies,
GFSA, SA Brews, Sasol and

Sanlam Industrial bought SA

Brews, Tiger Oats and Lefic.
Sanlam Mining bought Harties.

Sanlam Dividend bought Rus-

plats, Gencor Beherend, SA
Brews and Foschini.

Top performer

Top performer was Sanlam
Dividend, with a return of 345
percent for the year to March.
Sanlam Industrial’s results
were 32,9 percent, followed by
Sanlam Trust with 27,9 percent,
Sanlam Index with 24,4 percent
and Sanlam Mining with 9,1
percent.,

Two income distributions an-
nounced were Saniam Trust,
26,8¢ on May 22, and Sanlam
Dividend, 10,5¢ on May 15.

Senior portfolio manager
Stafiord Thomas believes

i .

—_— .

on share-buying spree

growth through industrial
shares will now level off.

“Although the JSE industrial
index continued to be the top
performer at the beginning of
the year, it is not likely that
the growth rate will be main-
tained at such a level.

“The large number of rights
issues expected will have a fur-
ther dampening effect on the
industrial index.”

Sanlam believes present de-
velopments in the US economy
will have a positive influence on
unit trusts here:

“We are confident that the
market for commodities will
make a valuable contribution to
performance in future,” says
Mr Thomas.

“The US economy is being sti-
mulated, inter alia by short-
term interest rates being at
their lowest levels for 27 years,

and monetary policy leading to _

expanded growth in the Ameri-
can money supply.” |
The results will be positive
for South African commodities,
he believes. _
“For example, copper, wood,
paper and platinum will proba-
bly gain. And Sanlam’s two
major general funds — Sanlam !

Trust and Sanlam Index Trust |
— are well placed to benefit
from such developments.”

Metlife :

Metlife Trust’s first full quar- {

ter yo March achieved a return
of 4,8 percent, equal to an an-
nualised 20,75 percent. _
Portfolio manager Philip,
Morrall says the fund grew:
from R13,6 million to R17,4 mil- . i
lion and the number of unit
holders more than doubled.




nmercial and industrial property

Officas and factory designed
by Taljaard Carter for thae
DebTech grouping of De Baers
tndustrial Dlamond Division.

A GLUT of space in the
commercial and industrial
market, combined with
political uncertainty, have
compounded depressed
conditions to the point
where property companies
are looking for innovative
ways of attracting new
business.

Metboard property
finance consultant Mike

. Knightley says that in

order to strengthen the
group’s business and sal-
vage the bottom line, it will
have to be better able to
meet client needs.

Adjust

While participation
mortgage bonds remain
popular with investors, in-

. stitutions must adjust their

product to market demand
if borrowers’ requirements
are to be met, says Syfrets
property finance senior GM
Derek Johnston.

Syfrets, which runs a

-part bond book of Ri,2bn,

has seen a strong market
move away from tradition-

BUSINESS DAY, Tuesday, April 7 1992

al part bond finance to-
wards customised individ-
ual financing packages
tailored to specife borrow-
er needs.

Historically, the part
bond has met investor and
borrower needs, being both
a financing and investment
vehicle.

The trend away from part
bonds is largely due to to
borrowers' reservations
rather than investor senti-
ment.

While there is still de-
mand for bonds, this is
largely from individuals
seeking investment and de-
mand from borrowers is
declining significantly.

“Numerous competitive
financing vehicles have
heen developed lately and
the borrower has little rea-
son to involve himself in a
highly regulated, inflexibie,
fixed period loan where he
has to pay interest quarter-
ly in advance,” Johnston
says.

Where this trend will

lead depends on whether al-
ternative investment pro-
ducts satisfy the require-
ments of participation bond
investors and whether bor-
rowers will be prepared to
sacrifice a lower rate for
the flexibility and custo-
misation of a product like a
bank loan, says Johnston.

The key to success in the
tough market is creativity
in constructing deals, Pam
Golding Investment Prop-
erties MD John Pistorius
says.

43 Looking for ne .. win

Broaden

“Investors need to broad-
en their vision and there
are any number of options
worth considering. For ex-
ample, in the future we
may see unlet factories or
commercial properties be-

ing converted into sectional
title residential units,” he
8ays.

“The demand for section-
al title residential wunits,
particularly in the R80 000
to R100 000 range, is unre-
lenting.”
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THE decline of the effective rang —
the rand’s vajye against a basket of
trading partners’ currencies —
slowed to 079 ip the first quarter
from a 1% fal in the fourth quarter
of 1591, Reserve Bank figures show.

The rang’s quarterly effective de-
preciation in the three months to
March was the smallest since the
0,6% fall in the third quarter of 1990

The effective, or trade-weighted,
rand is expressed as an index against
the currencies of SA’s six major trad-

- Ing partners, The rand’s effective ip-

dex gives broader assessment of its
value than a bilateral exchange rate.
The rand's effective index, based
on 100 in January 1979, stood at 30,0 at
the end of Mareh The six trading-
pariner currencies against which the
effective rand’s value is measured
are the US dollar, sterling, Deutsch-
mark, yen, guilder and the lira,
Although 300 is 5 record low jn

SA’s inflation differential with major
trading pariners, currently about 10

percentage points at consumer leve],

but less at producer leve].
Instead, reflecting the _l?eserve

fective rand declined only 6,2% last
year. Because the nominal effective

rand is not weakening in line with the
inflation diiferential the real effec-
tive rand is strengthening.

The strong resl trade-weighted
rand is currently contributing to the
relatively low rate of producer price
inflation by restraining import costs.
Import prices actually fell 2% in Jan-

vary producer price data, thanks to

the strong effective rand and to the
unwinding of the effect of a rise in the
0il price a year earlier.

The continued resilience of the
nominal trade-weighted rand and the
e€xtended strength of the rea] effec-
tive rand herald further disinflation-
ary influences from imports during
the rest of the year.

rade weighted rand
Basket of sfx currencies
1979100
MNomina)
Real
34 100
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32
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30
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Scrip offer
well %)a kU:

SHARON W00

STANDARD Bank st-
ment Corporation’s scrip
dividend offer raised its or-
dinary share capital by 2-
million to 104 531 453.

Shareholders took up
2000 605 ordinary shares,
05,7% of the 2 090 575
shares offered.

The offer closed on
March 30 and the new
shares will be issued and
listed from April 16.

An ordinary dividend of
116¢ a share was declared
on February 11 and would
be paid to shareholders who
had not elected {o receive |

new ordinary shares. ,
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CAPE TOWN — Saambou Bank achieved
about 18% growth in its total book to
It3,5bn over the past year, says Saambou
Holdings group MD Johan Myburgh.

The group will report its results in the
next few months, & |04 I

Myburgh said the bank had embarked on
a strong drive for saving accounts, an area
which had been neglected over the years.

He said he would like savings accounts
to represent about 20-25% of total invest-
ments compared with their current §%.
Term deposits by individuals currently re-
presented about 60% of total investments.

Saambou would conecentrate on the de-
posit side of the balance sheet to get its
structure right hefore embarking on an
asset drive, Myburgh added.

He said the bank had recently contract-
ed ‘out the management and development
of its computer division to SPL as part of
its drive to be one of the lowest cost suppli-
ers of financial services to individuals in
the ‘country. Costs presently represented
about 3,8% to 4% of total assets and My-

M_—

Saambou achieves 18% growth |

——

| "LINDA ENSOR |

burEh said he would like to see thj reduced
dramatically. Qﬁ

Technological development was an area
of enormous expense for financial instity-
tions and the bank had estimated that it
would be about 10 to 25% cheaper for
management of the computer network to
be contracted out.

This cost saving could be passed on to
consumers in the form of more favourable
interest rates.

He said the bank was looking at alterna-
tives to the conventional cheque facility
which was becoming too expensive for the
average salary earners. One alternative
was to combine the old savings account
with credit and cash cards.

The bank had identified salary earners
and pensioners as its target market for
lending and depositing respectively and
had adopted the method of the insurance |
industry to penetrate the market by con-
tracting group schemes with organisations
such as the SADF and SAP.
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A NEW property-related
investment instrument,
Guaranteed Property Port-
folio (GPP), had heen
launched by UAL, a state-
ment at the weekend said.

The GPP guaranteed the
capital value of the invest-
ment and would be private-
ly placed with selected in-
dividuals, saijd UAL
nvestment planning ser.
vices MD Peter Anschutz.

The underlying property
of the GPP investment wags
the Newport Property
Fund, to he listed on the
JSE in 1993 as a property
unit trust, The capital guar-
altee, at the investment's
maturity in 1997, was pro-
vided by a zero Coupon
bond. The investment was
expecied to provide an in-
Crease in income as we]] as
capital growth, he sajd.
GPP would raige R50m for
Newport, with g minimum
investment of R50 000 an
individual,

Investors conld choose to
waive the capital guaran-
tee in favour of investment
in Newport and opt for a
higher Increasing income
stream and capital growth.
Income distributions would
be paid €very six months.

There would be no tax on
the capital growth of the
underlying property invest-
ment. The income yield on
the property would be tax.
able at the investor’s mar-
ginal tax rate.

m“




M e
asterbond inquiry wi ens

o~ Cq?
fL‘AP_E TOWN — The!public «:Jnmm;';J ion of
nquiry into the Marina Martinique devel-
Opment near Jeffreys Bay would be ex-
}'ﬁnded to cover the collapse of the whole
F_asterhum.:i group, special adviser to the
inance Minister Japie Jacobs confirmed

at the weekend.

Jacobs said the financia)l authorities had

taken the initiative ip havi

n th ng the scope
the inquiry — commissioned in terrrI:s glf
the Companies Act — broadened in re-
Sponse {o pressure,

An application is expected to be brought

in the Cape Supreme Court soo

approval for the Masterbond grﬂlf;rtg nuart
for the substantia] costs of the inqu%ry
rather than the liguidated Marina Marti{'
nique Development Co. The application
will be brought on the grounds that the

| Inquiry wfll look .intﬂ the reasons for the

Masterbond qub

ject ever could have been viable and whe-
ther there was a possibility of depositors
getting their money back.

In a recent court application to have
Marina 24artinique finally wound up, pro-
visional liquidator Ralph Millman said
about R80m had been invested in the “ex-

tremely ambitious” project. [Lﬂ(f{
“There will probably be no free!lesidue

_'h—_.-_ e

, LINDA ENSOR |

Euhlﬁgse of the Masterbong empire as a

Eenending on tl}e number of witnesses
;::{a ed, the laquiry could cost about
Gggﬁ ;JIE](? Eetzreg appeal court judge

: us Kotze has he ! -
issardus € appointed com

The commission has been em

: owered

call evidence from a wide rangg of peup}g
mncluding former Masterbond directors
Kgus Jonker, Johan Brits and Johannes
er;kler, and all those involved ip the
Marina Martinique development,
* Masteqbund investors had about RE6m
;nvestgd 1N participation bonds and debep-
ures in the Marina Martinique project.

But there is doubt about whether the pro-
[l To Page

@ From Page 1

in Marina Martinique and consequently
neither preferent nor concurrent creditors
will recelve any dividend at all,” he said.

The properties are said to be worth only
R20m-R25m while Marina Martinique has
creditors with claims totalling R85m.
Questions have been asked about the
whereabouts of the remaining R60m-R65m

invested.
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Trusts ‘dressed

9

up

{ INVESTORS wanting to go into
unit trusts should make their in-
vestments at the beginning of
exch quarter if they want to get
the best returns on their money.

Fund managers often window
dress portfolios by ramping up share
prices to indicate a hetter perform-
ance at the end of each quarter as
part of the competitiveness of the
unit trust industry.

As a result, the price of 17 of the 22
general equity funds increased on the
last day of the January to March
quarter reflecting the increased val-
ue of their underlying portfolios.

The share prices are often pushed
up on very thin volumes.

Buf the prices of the units tend to
tumble in the first day’s trade in the
following quarter, although part of
this drop is sometimes explained by
funds going ex-dividend.

For example, although NBS Hall-
mark’s purchase price dropped more
than 3% (28,2¢) to 882,26c from
910,46¢ last Wednesday, the first trad-
ing day of the April {o June quarter,
part of this was explained by the
23,58¢ dividend payout.

Without exception the price of all
the general equity funds dropped on
Wednesday.

On Tuesday last week, the last
trading day of the March quarter, the
JSE industrial index rose 30 points to
4 485 with most of the rise coming in

WILLIAM GILFILLAN

the last bout of trading as fund man-
agers lifted index-weighted shares.

“There is always much activity
that occurs at the end of the quarter
which probably coincides with unit
trusts’ quarter ends,” Unit Trust As-
sociation executive Ken Burns said.

Stockbrokers are said to phone
fund managers a few days before the
quarter ends to ask if they want share
prices to be ramped up, especially or
the thinly traded blue chip shares, an
informed source said.

However, the sharp falls in the in-
dices last Wednesday were accentu-
ated by the plunge on the Tokyo mar-
ket which sent nervous {remors
through all markets.

Window dressing occurs in all mar-
kets throughout the world and is
especially rife on the Tokyo market.

“Tobashi is the name that Japan-
ese give to the commeon frick of shift-
ing investments from one account to
another before the end of a reporting
period,” said an article in a recent
issue of The Economist.

However, the higher the quarter-
end price, the higher must be the
following quarter’s entry price.

As a result, boosting performance
for one quarter will concomitantly
reduce the performance for the

following quarter. |
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Cash 1
L0 QU9
STRONG liquidity inflows into the local
money market last week continued to ex-
| ert downward pressure on rates and saw
| the three-month liquid BA rate in a lower
| range of between 15,40% and 1570% to-
wards the end of the week.
The market saw a substantial influx of
{ Cash, arising from month-end squaring and
1 Seasonal trends associated with the quar-
| ter-end and the new fiscal year.
1 The sale of government stock of about
R2bn was not enough to offset a tremen-
1 dous amount of government spending
| which went towards the financing of quar-
terly payments to the self-governing
| homelands and to members of the South-
ern African Customs Union. The result was
| & three year low in the money market
shortage down to R365m after month-end.
The Reserve Bank was active in the
market in an attempt to mop up liquidity
and to restore the shortage to comfortable
| levels of around Ribn. The Bank 1ssued a
five-day special Treasury bill (TB) tender,
but applications weré‘undersubseribed and
| the Bank received only R450m for the
R500m of bills on offer — despite a rela-
tively attractive rate of 15,14%.
Earlier in the week, the Bank raised
| eyebrows when it failed to issue special

e e —

flow holds rates down

bills when the sfiortage slipped to R700m.

Liquidity conditions in the market are
expected to be maintained in light of the
moribund state of credit demand growth,
and thus rates should continue gradually to
ease. The BA rate continued its downward
trend last week with one major institution
quoting the rate at 15,40% — despite the
market having over-discounted the recent
one-point cut 1n Bank rate

The BA rate was last at levels of around
15,40% three years ago, in February 1989
According to market sources, dealing last
week on the three-month paper was taking
place at levels as low as 15,30% although
some of the larger institutions quoted offi-
cial rates around levels of 15,70%.

The capital market was subdued last
week following players’ recent activity in
reaction to last month’s reform referen-
dum. With no major economic indicators
released last week, the market lacked di-
rection and rates can be expected to drift
aimlessly for another a week with no fresh
fundamental news expected for some time.

Towards the end of the week, the bench-
mark Eskom 168 was at levels of around
16,08% from 16,10% previously, while the
longer-term government RSA 150 stock
was at 16,31% from a previous 16.38%.

" o



' THE WEAK economic cli-
mate and an oversupplied
office market are giving
tenants opportunities to
play the market off
against their landlords,
| says Anglo American
Property Services (Am-
pros) national leasing di-
rector Grahame Lindop.

“We find people are
making inquiries about
space and rental levels
even though their leases
are not up for renewal.

“They then threaten to
move out and quote what
rental levels are being
offered elsewhere, with
he market therefore look-
| ing busier than it really
is,” Lindop says.
| The market has also

seen the emergence of
some big tenants, bui
much of this has been due
to the merging of com-
panies, which perhaps ex-
aggerated activity in the
present economic climate.

H Lewis Trafalgar
group MD Neville
Schaeffer agrees, saying
rentals are moving
sideways to downwards,
with clients able to obtain
premises at much reduced
rentals, particularly in
areas like Sandton and Jo-
hannesburg.

“Landlords are having
to negotiate better terms
and, in many cases, up-
grade their premises and

e

we do not expect muchof a
recovery in the office sec-
tor until the economy
starts to impr?ve " he
says. (b [0 *T. l“‘i?.—

“Inquiries have dimin-
ished, with many not hav-
ing any real substance to
them.”

The group has not had
any major leases falling
due for renewal in Durban,
Cape Town or Pretoria
over the past six months,
but some of the bigger
leases will fall due over
the next two years.

“These tenanis are al-
ready demanding to know
where they stand regard-
ing future rental levels.

“We are seeing rentals
being dropped and incen-
tives increased across the
industry.

“In many cases there
are no real bottom rental
limits as it is better to
have a tenant paying a low
rental than than to have
empty buildings.”

Ampros is actively try-
ing to promote the Carlton
Centre as the international
business centre of Johan-
nesburg.

. Brochures have been
printed for offshore distri-
bution, including to
foreign trade missions.

“The Carlton is located
in downtown Johannes-
burg and it makes sense
for international investors
to be there,” Lindop says.

i+
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"PROPERTY players

. -vary in their view as to

Fruim =

“%¥Hen the commercial
“aiid’ industrial markets
‘will improve, but all
*gtree this is based on a
“gumber of variables, In-
cluding political and

. ‘Bc¢onomic factors.
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-._RMS Syfrets commercial
division director Mark
,McReedy says that, given
many variables including a
.Feasonable gold price,
greater political stability
and exports maintaining
current levels, both the
fével of activity in the
office market and rental
.levels should increase,

™ I
> Delay

L LA

o ¥The potential for rental
J4nereases relates to de-
“imand, which in turn relates
~to supply. The backlog of
*acant space will delay in-
creases, so it is difficult to
.»redict rental levels by the
~year-end,” he says.
aunARentals on new projects
~gyerage R27/m* net for

* aBarktown and the Sandton

. .CBD which, given any de-
agree of upturn before the
«2nd of the vear, could be
-~eioser to R30/m? net.

of u

g;lm 7N4192-

However, Seeff Organi-
sation Holdings chairman
Lawrence Seeff expects the
take-up of space to take
place in the first quarter of
1993.

“This prediction is as-
suming that the amount of
gpace that has been coming
on-line until now tapers off.
The market must also not
rely on an inflow of off-
shore clients, thereby fa-
cilitating the quick uptake
of space, until political sta-
bility is achieved.”

Anglo American Proper-
ty Services leasing director
Graeme Lindop believes
the market will get tougher
and stay that way until the
end of 1993.

“There is no reason why
the property market should
get any easier before this
time. The market lags
some nine to 12 months be-
hind the economy, which
has not really shown any
signs of turning as yet,” he
says.

He disagrees with
McReedy on the prospect of
rental growth, saying there
will be no rental growth un-
til there is at least an equi-
librium between supply and '
demand, with real growth

m

—

property manager respon-

taking place when demand
outstrips supply.

While the commercial

market is relatively quiet,
there is sustained activity
with the emphasis on qual-
ity space. Good A-grade
buildings are letting at the
expense of C- and D-grade
buildings, with rental levels
holding up in certain high-
demand areas, McReedy
3ays.
“The trend sees a pre-
dominance of smaller in-
quiries, with many leasing
deals of between 200m* and
500m?* being closed. Thisis a
good sign as upturns often
begin with smaller in-
quiries,” he says,

0ld Mutual regional

Con

Debate rages over

pswing

sible for its R313m central
Durban portfolic Charles
Oxenham agrees. The focus
has moved to the smaller
end of the market, but he is
confident this shows the
market is starting to turn.

Mcreedy says large
space users tend to plan in
15 to 20-year periods as op-
posed to single business cy-
cles,

“If they are going to
move in a recession, they
are well aware of the bene-
fits of negotiating advanta-
geous long-term deals”.

Fewer developments are
coming on stream, with ex-
isting stock being taken up
first, which is an indication
of the continued economic
downturn, he says.




Industria

THE prevailing situation of
static industrial rentals,
with little opportunity for
short-term growth, is giv-
ing many of the larger in-
dustrial users an opportun-
ity to take advantage of
conditions and lease more
space or relocate.

“This is happening in in-
dustrial areas like the Ga-
bles, Cleveland, Mondi,
Crown and Aeroton,”Rus-
sell Mariott & Boyd
(RMBT) ihdustrial leasing
director Simon Noyes-Lew*
IS says.

There is very little devel-
opment of new sites.

“Developers are {ending
to look at the redevelop-
ment potential of older
properties that they can
pick up at bargain prices in
the present market,” says
Noyes-Lewis.

“Redevelopment enables

P p——

rial ten

4l
ower re:ta to be offered

than would be possible with
comparable new projects.”

RMS Syfrets industrial
division director Mike
Brown says some of the
older multi-level buildings
have no redevelopment po-
tential. They have seen no
growth in rentals for the
past five years.

“There is little to no de-
mand for this space and its
only worth is its residual
value,” he says.

“The industrial market is
under pressure, with the
country egperiencing no
economic growth, a static
GDP, vacancy rates high
and rental levels drop-
ping.”

Brown says, overall, the
industrial market is under-
developed relative to the
office market, but has some
optimism.

nts ar
a2

ehue

veral large institu-
tions have recently bought
large tracts of vacant land
which they anticipate will
increase in value and be
taken up within nine
months of the economy
turning,” he says.

Surplus

Very little land is avail-
able to the north of Johan-
nesburg, yet there is a sur-
plus of mini-market space
in the south.

If there was an overnight
improvement in demand,
existing available space in
the south could accommeo-
date up to 3000m’, say
Brown and Noyes-Lewis.

Security is a motivating
factor as to where com-
panies locate their industri-
al property and many com-

ng bargains

panies have moved from
traditional areas to new
ones, Noyes-Lewis says.

“This is evidenced in the
movement away from
Wynberg to Eastgate. Wyn-
berg is close to the town-
ship of Alexandra and the
buildings are older and the
roads more congested,” be
8ays.

“There has been no real
movement of industrial
rentals or vacancies OVer
the last six months, al-
though areas on the fringe
of the various CBDs —
away from the congestion
and older buildings — still
have potential.”

Brown says industrial
rentals have held firm on
average over the last year
to 18 months, but have re-
gressed in real terms when
seen against high inflation
and interest rates.
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~  Hutton Court, at the corner of Summit and Jan Smuts Ava, is due to come on line next t-
d year. It will offer 5 000m2 of apace in the niche Rosebank market,. i{
n @ ® 5 & 'ir
- Codesa gives industrial |
; o 21952 TLHTT ;
market a slight boost .
f
THE Codesa negotiations JHI has also seen a num- Demand could move up- ,
have created a sense of en- per of entrepreneurs mov- wards with the lifting of f
! phoria and given the indys- ing into the market as they sanctions, improved politi- ]
L} trial market a slight boost,  fee] the time is right and 3] sentiment and a drop in ;
- | says JH Isaacs (JHI) indus- that the market offers 0p-  the interest rate if these :
L1 trial leasing and sales di- portunities in areas like re-  factors continue to follow |
L'} rector Wayne Wright. furbishment. . the path they have started -
“The Codesa negotiations @j? on, f
'| have given the smaller in- Also, the opening up of *
dustrialist some en- Deman @ southern Afriga asga tgad- 'f
Couragement to move into “There are three areas of ing and export partner is *
the market,” he Says. high demand in the jndus- promoting a number of de- #
RMS Syfrets industrial trial market: micro units of  velopments being planned ?
division director Mike about 150m, but situated in oW or 18 months down the '
| DTOWD agrees, saying 1992 right location; and line. I;f
began on a very positive space in the 600m* to 800m: “There are serious buy- -’
note, with Codesa and wide- and the 1000m* to 1 200m* ers in the market from our ‘

- Spread expectations of an

Interest rate drop creating
optimism that was reflec-
ted by good industrial ae-
tivity.

“Unfortunately, the vola-
tile state of South African
polities, influenced by con-
tinuing international pres-
sure and violence, the Pot-
chefstroom debacle and the
referendum, created pessi-
mism and general uncer-
tainty,” he says.

e i T .

Jnnla Y

areas,” he says.

The areas with the high-
est demand areas tend to be
those based in the CBD be-
cause of the availability of
public transport and access
to freeways. Very little
speculative development is
taking place, with most ac-
tivity being tenant driven.

A lot of companies, insti-
tutions and developers are
planning now for the future.

neighbours in Africa. They
have already taken up 2
tair amount of space on the
commercial and distriby-
tion sides. Some units are
combined office and ware-
housing or distribution
facilities,” Wright says.

The Midrand area is
benefiting substantially
from this business becaunse
of zoning requirements, as
well as the nature of some
of the operations.
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‘Rent-frg%ieq"

good for any 9 y
overseas inveEsiment, no

THE present proliferation
of commercial property
deals incorporating a rent-
free period is not so marked
as it was in 1986, says RMS
Syfrets industrial division
director Mike Brown.

«The 1984-1986 recession
saw a lot more specuiative
development, with non-in-
stitutional developers
reacting to the high interest
rates and Ppoor economic
condition by offering rent-
free or subsidised deals
rather than having vacan-
cies,” he says.

Rent-free deals have
historically proven to re-
flect badly on the value of
the property and owners
prefer tenants paying rent
as it creates a Se€nse of val-
ye with the tenant, says
Brown.

The current trend is to
rather discount rentals in
the early part of the lease.

Despite efforts to attract

LH‘FLd )

major nterest is expected
in the near future. “Indus-
trialists are mclined to test
the waters carefully before
making a major move,”
Brown says.

“Qur political and eco-
nomic situation is still too
volatile to expect results at
the moment,” Brown says.

“OQverseas-controlled in-
dustrial operations already
involved in South Airica
usually have surplus space
in the SA plants and will
use that first.

“The only real demand
that can be expected will be
in the warehousing field,
with demand based on new
operations Or the further
development of existing
ones resulting only from in-
creased production and
sales once the available
surplus space has been
filled.”

-

Is not |Revamping is 2 popular|
option, if prices are right|

REFURBISHMENT appears to be one of the options
still available to developers and speculators alike. If
the property is well-located, there is demand and

rentals shou]d; be lower an therefore more competi-
tive. Aid‘ ooy L{-hfgl{—-
RMS Syfrets industrial division director Mike

Brown says many dilapidated properties are being
snapped up and revamped. ]

While this is not a suitable option for all tenants, it
offers a cost-effective solution for the larger ones

who can lease 10 000m* to 15 000m* of warehousing, in
a good-as-new property, at lower Ie s than they
would otherwise pay, he says. -—.2\?
A9
Potential

Russell Mariott & Boyd industrial leasing manager
Simon Noyes-Lewis also believes developers are be-
ginning to look at the redevelopment of older proper-
fies that can be picked up at good prices.

JH Isaacs MD Colin Wright goes further and says
there is potential for the redevelopment of older
buildings into residential accommeodation. With time,
these properties will become affordable and the real
value of a building will be dependant on its future use.

Seeff Organisation Holdings chairman Lawrencce
Seeff says refurbishment seldom creates A-grade
gpace. However, B-grade space, for whichk demand
does exist, cannot be built.
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THE referendum result has
y Tesulted in more optimism
|in the commercial, indys-
trial and retaj markets,
but this will faj away if
there is not seen to be pro-
gress, Board of Executors
| (Transvaal) director Mike
. Rosholt says.

“I'am not sure if this opti-
mism will filter through in
inereased demand for
Space as trading conditions
remain tight, economic
conditions depressed and
interest rates high,” he
says.

However, the Budget was
€xpected and

will have 3 tremendous ef-
fect on the market. Local
investor confidence is also
€xpecled to improve dye to
the referendum result,

“We believe this will be
reflected in the syndication
market. We recently com-
bleted a R35m syndication
of three buildings — two in
the Johannesburg CBD ang
one in Illovo — gapg re-
Sponse was good,” Rosholt
says.

Another BoE retail and
office syndication in the Jo-
hannesburg area, which is
well tenanted, wil] soon he

— ]

make margins,

While the institutions are
still buying, the thrust over |
the next six months will be |
for investment property, '
with the industriaj market
more buoyant in this re-.
gard, Rosholt says. ;

While approaches from .
offshore merchant banking
institutions have been
made, nothing has materi- |
alised from this, “There are |
still perceived rigks associ-
ated with investing in this
country and we have pot
yet concluded any deals ”




Senbank trusts

g0, more iiqllid
Unit prices n;"t&ﬁ q’éenl:a.z-zml':’:?ﬁ

General Trust and the Industri-
al Trust improved during the
first quarter of the year by 6,7
percent and 8,6 percent respec-
tively.

In the nine months since the
conversion of the unit trusts to
equity funds from fixed interest
funds in June 1991, unitholders
earned a total return of 16,8
percent with the General Trust
and 20,3 percent with the Indus-
trial Trust.

Funds invested in the Sen-
bank unit trusts grew further in
the quarter, those of the Gener-
al Trust by 46,5 percent to
R6,9 million and those of the In-
dustrial Trust by 57,2 percent 1o
R2,4 million.

The number of unitholders in
Senbank unit trusts increased
by 69,3 percent to 5558 during
the past quarter.

The fund managers said
prices on the JSE showed fur-
ther increases during the first
quarter of 1992, primarily as a
result of high liquidity and the
inflow of new funds into equi-
ties despite a falling dollar gold
price and uncertainty due to n-
ternational conditions and the
outlook in South Africa during
the negotiation phase.

The management of the Sen-
bank unit trusts considered it
advisable in these uncertain cir-
cumstances to increase the l-
quidity levels of the unit trusts.
— Sapa.
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UNIT prices of Senbank’s General Tru
and the Industrial Trust improved during
the first quarter of the year by 6,7% a
8,6% respectively.

In the nine months since the convérsion
of the unit trusts to equity funds from fixed
interest funds in June 1991, wunitholders
earned a return of 16,8% with the General
Trust and 20,3% with the Industrial Trust.

ghow improvement

The fund managers said in a statement
yesterday the Senbank unit trusts per-
formed satisfactorily, despite uncertain °
conditions on the JSE. Qgﬂ%?

Funds invested in the Senbank unit

trusts grew further in the quarter, those of
the GGeneral Trust by 46,5% to R6,9m and
those of the Industriai Trust by 57,2% to
R2,4m. — Sapa.
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MORE than 60 percent of black psychiatric pa-
tients were treated for aicohol-related condi-
tions, the MEC for social welfare and liaison
services, Mr Temba Nyati, said yesterday.
Thirty percent of black patients hospitalised for medical
reasons were treated for alcohol-related problems, he said
during the Provincial Budget debate in Cape Town.
The Cape Province’s first frail care facility was being

erected in Cape Town this year. There were 18 service
centres for aged blacks and three old-age homes fﬂl‘ blacks

in the province.

There were four special day-cireCentres for severely
mentally retarded blacks, and 11 workshops for the disa-
bled.

Nyati said an estimated 21 000 social workers were
needed by the turn of the century, but there were only 1 )89
registered black social workers, and no more than 4 000
social workers in the country.

The CPA was appointing social auxiliary workers to
Suppun social workers. - Sapa

Absa won't talk ab?lflt retrenchments(&.);

AMALGAMATED Banks of South Africa yeslcrday
clined comment -1 areport in the Sunday Star that it plans
to retrench at least 4 000 workers in a sweeping rationali-
satlon programme.

The finance section of the Sunday Star reported the
casualty toll could reach as high as 6 000 by mud-year.

—_———

However, Absa human resources director Dr Petrus

Claassen this mormng declined to conflirm or deny the
extent of staff cutbacks with a terse “No comment.”’

He added: “There is aretrenchment programme and (uil

agreement has beenreached with the trade gnions about the !

pmccdures to be followed.”’ Q@
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A PERIOD of consolidation i the /514 l,ol (% =%

Equity co%p@l?idation I
|

equity market was probable as many WILLIAM GILF
areas were in expensive territory,
Guardbank Management Corpora-
tion chairman Roy McAlpine said
yesterday, when presenting the re-
sults of Guardbank unit trusts for the
year to end March.

Guardbank Growth Fund, the gen-
eral equity fund, recorded a 25,69%
total return (capital appreciation and
income reinvestment) for the twelve
month period while Guardbank Re-
sources Fund, specialising in the
natural resources sectors of the eco-
nomy, recorded a total return of
19,58%. The Income Fund, which
aims to maximise income and ex-
cludes equity investments, recorded
a total return (including income rein-
vestment) of 18,18%.

Although MeAlpine believed a
period of consolidation in the equity
market was probable, the burgeoning
institutional cash flows, the improv-
ing balance of payments account, a
declining interest rate pattern, and

the more positive political environ-
ment “should provide a measure of
support”, he said.

“Internationally, world stock mar-
kets are exhibiting a nervous and
choppy trading pattern, exacerbated
by the precipitous fall in Japanese
markets as measured by the Nikkei
Dow Index which traded at a five
year low on 31 March 1992.”

Domestically, corporate profita-
bility remained under severe pres-
sure and the effect of the drought had
yet to ripple through the economy.,

“However, the first quarter of 1992
Saw Some easing by the authorities in
terms of a 1% cut in the bank rate, an
easing in hire purchase restrictions,
and a mildly stimulatory budget.”

Guardbank Industrial Fund, a new
unit trust specialising in financial
and industrial shares, was launched
last week. Its investment policy
would be similar to that of the
Growth fund, McAlpine sajd.




Abcon ahead of forecast
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RECENTLY listed Abcon Properties has p a total
distribution of 14,169¢ a combined upit in its first prelimi-
nary reporting period from December 2 to Fehruary 29.

“The earnings are slightly ahead of the prospectus
forecast, due to higher than e€xpected interest income,
but results for the 15-month period to end-February 1993 |

are expected to be in line with t’ .o forecast,” MD Niki
Vontas said in an interview.

Dividends of 0,058¢ a share and interest of 55,384¢ per
unsecured debenture, giving a total return per linked unit
of 55,442c were forecast in the prospectus for the annual-
ised 15-month period. This translates into an earnings
yield of 11,09% on an issne price of R5,00. The distribution
declared yesterday amounted to a yield of 11,33%.

Income before debenture interest of R5934m was
reported, with R5,922m being paid in interest. This left
pre-lax income of R12 000 of which R 000 went to tax
and the remaining R6 000 was paid out in dividends

The share was untraded yesterday at its recent March
27 low of 500c, the same as its listing price, off jtg
December 2 high of 520c, Abcon has a portfolio of 29

properties valued at R182m, almost al] located within
15kms of the Johannesburg CBD.
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MORE and more people in the proper-
ty and related fields are identifying
the need for educational facilities, and
doing something about it.

Sanlam Properties is becoming more
involved in the supply of educational facili-
ties. It has made more than R63m made
available on a commercial basis for expan-
sion at two tertiary institutions, in Johan-
nesburg and Port Elizabeth.

Architects Stauch Vorster, who advise
the Development Bank of SA and other
groups, say the shortage of buildings for
education has reached crisis proportions
and needs urgent examination.

“We are involved in a number of pro-
jects which entall the development of new
low-cost systems for building and working
together with the user commumty,”
architect Shelagh Nation says.

Sanlam Properties GM Dolf Muller says
it is clear that in the new dispensation the
state has less funds for the development of
office and school buildings. Sanlam Prop-
erties was able and ready to {ill the gap,
and would welcome further involvement.

Sanlam Properties is financing the first
R28m phase at the Port Elizabeth Techn-
kon's Summerstrand campus, completed

Report
PETER GALLI

in February and consisting of three apart-
ment buildings, accommodation for small
businesses, sport and administration facili-
ties and a parking area.

In Johannesburg, Sanlam Properties 1s
financing Damelin College’s new R35m
complex, which involves the redevelop-
ment of the Marinhof site 1n Braamfontein
and the redevelopment of the centre,
providing for 2000 students.

“ducation in SA is at the crossroads.
Not only 1s capital expenditure coming
under pressure due to lack of state finance,
but so is current expenditure,” says Muller.

Nation says the shortage oCCurs most
acutely at the bottom of the education
pyramid where early learning centres are
desperately needed.

“Primary schools have to respond to
necessary cost reductions when there are
increasing demands but no budgetary in-
creases to meet them.”

Tertiary education was under pressure
to be more sensitive to the needs of com-
merce and industry, and student
accommodation at schools had to be re-
evaluated.
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Changes at TrustBank

STATL 8¢ |g1L

Amalgamated Banks of South
Africa (Absa) is rationalising
the Volkskas and TrustBank

head offices, 6%

With immediate effect, HG
“Hennie” Diedericks, deputy
operating executive of Volkskas
becomes operating executive of
the TrustBank division of Absa
and replaces Johan Howell, who
| 1isretiring.

Koot van Vuuren, operating
executive of Volkskas, who was
due to retire at the end of June,
retains his position until the ra-
tionalisation of the two head of-
fices is completed towards the
end of the year.— Sapa.

| Hennie iederick
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dend Trust has preduced a return
of 345% for the year ending
March 31, according to the latest
figures announced by the Assocl-
ation of Unit Trusts.

Sanlam Industrial Trust’s results
for the same period were 32.9%, fol-
Trust with 27,9%,
ganlam Index Trust with 24 4% and
Sanlam Mining Trust with 9,1%.

Two of Sanlam’s unit trusts de-
clared income distributions for the
six months to March 31. Santam Trust
will pay 26,8c per unit on May 22, and
investors in Sanlam Dividend Trust
will receive 10,5¢ per unit, paid on
May 15.

Sanlam said in a statement yester-
day it believed present:develupments
in the American econormny would have
a positive influence on SA unit trusts.
«“We are confident that the market for

~ commodities will make a valuable

<1HT -
contribution to performance,” said
Stafford Thomas, Sanlam Unit
Trusts’ senior portfolio manager.

«The American economy is being
stimulated, inter alia, by short term
interest rates being at their lowest
levels for 27 years, and monetary
policy leading to expanded growth in
the American money Supply.”

The results would be positive for
SA commodities, he said.

“For example, copper, wood, paper
and platinum will probably gain. And
Sanlam’s two major general funds —
Qanlam Trust and Sanlam Index
Trust — are well placed to benefit
from such developments.”

Thomas believes that growth
through industrial shares will level
off. “Although the JSE Industrial In-
dex continued to be the top perform-
er at the beginning of the year, it is
not likely that the growth rate will be
maintained at such a level.” — Sapa

—
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Unit trust managers
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g0 bargain

By Derek Tommey ( )

Standard Bank Mutual Fund
sold its entire holding of 715 200
shares in Absa, worth about
R7,15 million, after news of the
planned merger of Absa with
Bankorp.

This is one of a number of in-
teresting transactions conduct-
ed by various trust managers in
the March quarter.

Sage Fund drew attention
with its fairly heavy purchases
of gold and mineral shares In
the quarter — suggestmg it has
been engaged in a spot of bar-
gain-hunting.

It bought 120000 Freegolds
for R3,45 million and 340 000
Harties for R4,76 million.

It increased its holding in
Driefontein from 250000 to
260 000 shares worth R10,2 mil-
lion and raised its stake in
Western Deep Levels from
60 000 shares to 70000 shares
worth R6,76 million.

It increased its stake in Sa-
mancor, the ferro-chrome pro-
ducer, which recently shut down
its furnaces for three months,
from 100000 to 110000, worth
R3,72 million, and acqmred
50 000 PPRust, increasing its
stake in,the company to 137 000

shares worth R794 000.
It invested another R4,5 mil-

]

iluntmg

lion in buustmg its stake in Gen-
cor from 2,1 million to R2,6 mil-
lion shares worth R28,1 millinn.

Sage Fund raised its stake in
Nedcor and Sage Holdings, and
acquired more Tiger Oats, CNA,
Pick n Pay and Wooltru.

But it trimmed its stake in
Malbak by 15 percent to 874 400
shares worth R1l,14 million,
and sold all its 360000 Lonrho
shares, its 49 000 Plate Glass
shares and its 30000 Pepkor
shares.

It sold some of its Foschini
and Tongaat shares.

Stake

But while Sage was buying
Wooltru shares, Guardbank

Growth Fund was selling 50 000
A shares.

However, at the end of the
quarter it still held 700 000
Wooltru A shares worth
R45,5 million so it cannot be
said to be divesting.

Guardbank sold 100 000 Ana-
mint, reducing its stake to
300 000 shares worth R31.5 mll-
lion.

It exchanged iis 1 lmlllwn
Placor for 550 000 SA Breweries
B convertible preference shares
and exchanged its 3 100 000 TSI
shares for 3100000 ISG shares
and 3 100 000 Persetech shares.
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Sanlam Dividend Trust has pro-
duced a return of 34,5 percent
for the year to March, accord-
ing to the latest figures an-
nounced by the Association of
Unit Trusts.

Sanlam Industrial Trust’s re-
sults for the same period were
32,9 percent, followed by San-
lam Trust with 27,9 percent,
Sanlam Index Trust with 24,4
percent and Sanlam Mining
Trust with 9,1 percent.

Two of Sanlam’s unit trusts
have declared income distribu-
tions for the six months to
March, Sanlam Trust will pay
26,8c per unit on May 22, and
investors in Sanlam Dividend
Trust will receive 10,5¢ per
unit, paid on May 15.

Sanlam helieves present de-
velopments in the US economy
will have a positive influence on
SA unit trusts.

“We are confident that the
market for commodities will
make a valuable contribution to
performance in future,” says
Stafford Thomas, Sanlam Unit
Trusts’ senior portfolio manag-
er.

“The US economy is being sti-
mulated, inter alia, by short-
term interest rates being at
their lowest levels for 27 years,
and monetary policy leading to
expanded growth in the Ameri-
¢can money supply.”

The results will be positive
for SA commodities, he be-
lieves.

“For“example, copper, wood,
paper and platinum will prnba-
bly gain. And Sanlam’s two
major general funds — Sanlam
Trust and Sanlam Index Trust
— are well placed to benefit
from such developments.”

Mr Thomas is of the opinion
that growth through industrial
shares will now level off:




1"

-

Life assurers ‘discuss princip

“CAPE TOWN — The Life Offices

Association (LOA) had been holding
talks with the ANC and other extra-

- Parllamentary groups on ways of
investing its funds in socially desir-

able projects, but LOA chairman

. Louis Shill categorically denied yes-
. terday that any percentages or fig-

ures had been discussed so far.
“There is no question of any allo-

“cation of sums,” Shill said.

Lt

, The Financial Mail reported this
week that “life assurers are close to
striking a deal to put about R5bn a
year into ‘socially desirable’ pro-

@ LINDA ENSQH@

jects such as low-cost housing and

education. The mechanics are still
being discussed.”

The FM said the ANC was consid-
ering a social levy of 10%-15% on
total income from prem and
investment. & (P4} #l?}}f

LOA dmectur JllI'lE Wessels sa:d
yesterday this idea had not as yet
been presented to the LOA. Wessels
denied that any deal was in the pro-
cess of bheing struck about a R5bn-a-
year investment or a 15% pre-

,with ANC

scnbed asset requirement. Only
broad principles had been discussed
so far, he said.

Shill stressed that life assurers
were keen to be involved in social
investments, were intent on doing
something meaningful in this area
and had taken the initiative in set-
2~ ting up talks with the ANC and other

groups.

A number of worthwhile and inno-

vative ideas were under discussion,
However, it was too early to re-

veal the cnntents of the discussions :

at this stage.

|
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CAPE TOWN — Seeff Trust has launched a
R36m syndication of the BSE Centre in
Bellville in what is believed to be the
largest property syndication in the country
and the largest commercial property deal
in Belville. é | D) 9 fl{«[ 9

This is Seeff’s ninth syndication in two
years and brings the total capital value of
its syndicates to more than R100m.

The twin tower centre in the Belville
CBD is less than four years old and has a
lettable area of 11369m* including a
ground floor retail section and A-grade
office accommodation. It has a parking
garage and 158 bays outside.

Tenants include Trust Bank and Bank-
fin, SA government departments, Rent-
meester Beleggings and several profes-
sional firms.

Belville is one of the fastest growing
satellite towns in the country and has a
shortage of A-grade office accommoda-
tion, Seeff Trust MD Mike Flax said at the
launch of the syndication yesterday.

He said Belville also had the lowest
vacancy rate of 1,6% in A-grade offices
compared with the national average of
about 19% and rentals compared favoura-
bly with the Cape Town CBD.

§ B
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New Seeff property syndication

LINDA ENSOR

A total of 3 600 units of R10 000 each with
an wnitial income yield of 10% and an annu-
al rental escalation of 11% will be offered
mainly to Seeff’s pool of more than 5 000
clients. The total return, including income
and capital has been projected at 21,08% in
the first year, 25,9% after three years,
90,32% after five years, 44,55% after seven
years and 63,96% after 10 years.

“In keeping with our practice of provid-
ing full security for our investors we have
arranged for the sellers to furnish a guar-
antee for rental returns and escalations in
the form of a fully repairing and insuring
head lease for five years. This will virtual-

ly eliminate any serious risk factor for
investors,” Flax said. (5K

Flax was confident tha spite its size
the BSE Centre would be fully syndicated,
adding that what made the investment
especially attractive was that architects
had completed a preliminary study for the
erection of a third tower biock.

He said the addition could be undertaken
in a few years time through internal gear-
ing and without the need to introduce more
outside canital.




Gibraltar, SA to
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Reserve Bank had given the
visiting Gibraltan delegation a clear
indication that it would sanction the
formal establishment of local bank-
ing institutions in Gibraltar and the
concomitant transfer of funds, Gi-
braltar's banking supervisor, Mike
Davidson, said yesterday.

“We have had discussions with
Absa, Nedbank, FNB and others and,
while it is too early for any decision
on their establishment offshore or the
relocation of existing offshore oper-
ations to Gibraltar, response was
positive,” he said in an interview.

Both the Reserve Bank and Gibral-
tar were looking for quality oper-
ations that were properly supervised.
Gibraltar had the infrastructure to
ensure this, and response from Gov-
érnor Chris Stals and other senjor
Bank officials at yesterday’s meeting
had been “positive”, he said.

One of the primary benefits Gibral-
tar had to offer was that it fe]) outside
the customs, tax and VAT require-
ments of the EC, but had access to it.

Gibraltar Trade and Industry Min-
ister Michael Feetham said he was
surprised at the sophisticated infra-
| structure in SA.

The-delegation met senior ANC of-
ficials swho asked that no action be
taken until a transitional government
| was in place. “We will respect this
and merely: wished to explain our
goals. for future interaction’between
SA and Gibraltar,” Feetham said.
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TIMEL urance 15—
closed a 70% increase in its
premium income to R17,7m
(1990: R10,4m), while its life
fund climbed 187% to
| R24,7m (RS, ﬁm), according
'to the company’s results for
year ended 1991.

The company almost
doubled assets to R33,6m
(R17,4m), continuing its
planned development into a
fully fiedged financial ser-
vices institution.

MD Bill Haslam said the
company’s performance
was the result of Timelife’s
“clearly focused direction
and ready response to
market needs”.

Haslam said Timelife’s
subsidiaries — Timelife
Property Investments
{TLPI) and Timelife As-
sured Advances — were
thriving.

TLPI is the company’s

Timeglfe s di ecﬁ&ﬁ "55?"5%

| mick ELLING

property syndication arm,
10% owned by Timelife and
30% by Time Properties.
Timelife Assured Advances
lends money to policy-
holders for investment in
syndicated properties, us-
ing Timelife 10-year en-
dowmment policies as
coliateral.

Haslam said he looked to
the future with confidence.




33,6% reward
for investors

in unit trust

SYFRETS Growth Fund

achieved an all-in return of
33,66% in the year to March
— double the inflation rate
of 156% and placing Sy-
frets among the front-run-

ners in the ugit trust indus-
try. (58
But the inves eam

has turned cautious on the |
Johannesburg Stock -
change. /&3 9| fl,

The managers said yes-
terday they had increased
cash and liquid assets to
20% of the portfolio, com-
pared with 135% in Sep-
tember last year and 15%
in December.

Much of Syfrets’ concern |
centres on the US and
Japanese markets.

Syfrets Growth Fund
manager Tony Gibson said
the US stock market contin-
ued to lead the pack after
the sharply easier moOne-
tary policy instituted at the
end of December 1891,

He added local shares
could not remain isolated
from the US and Japanese |
markets — especially given
high current ratings.

The Syfrets Growth Fund
income distribution of 3,21¢
makes 11.66¢ for the past
year.

The one-year return has
heen 33,56%.

Average compound rate
of return for the three
years to March was 27,08%
a year, the fund managers
reported.

Syfrets Trustee Fund’s
income distribution for the
past quarter amounts {0
1,44c a unit.

Syfrets Income Fund’s
income distribution of 4,19¢
for the past quaiter results
in a total distribution of
16,20c for the past 12
months. — Sapa. '
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THE share price of Rentmeesterbeleg-
gings (Rentbel), which holds a 44% stake in
Trek Airways — operator of Luxavia and
fledgling local airline Flitestar — pas
dropped to a 12-month low of 415¢,

Analysts said the price, currently trad-
ing at a 649 discount to net asset value,
reflected the market’s pessimism over
when next a dividend would be paid, as
well as its concern about gearing which
jumped to 789 at the end of December.
, Underperfurming Operations and g large
rationalisation pProgramme resulted ijp
Rentbel becoming almost solely reliant op
its life assurance subsidiary in the sjx
months to end December, with hottom line
losses of R737 00 in this period.

However as Flitestar's start-up costs
had a negatjve impact on Trek, the equity
accounted contribution from the associate
dropped to R157 g (1890: R2,1m),

Rentbel’s remaining principle opera-
tion, 78% held netting operation Alnet,
made a bottom line Jgss of R1,2m.

-

WILLIAM GILFILLA [

In the past year the group sold off jtg
steel and short-term insurance interests
and rationalised the Alnet operation,

Although this helped stem losses, bottom
line results remajned in the red,

Rentmeester Versekeraars, constituting
R18m of the R42m total turnover in the
half-year period, and Alnet, constituting
the remaining R24m, comprise Rentbel’s
two principle subsidiary operations.

er and a taxable loss of R281 009.
Rentbel’s poor results were exacerbated
by its Inability to offset losses in Alnet
against profits. As a resy]t tax of R433 009
Was paid despite the R281 00o taxable loss.
MD Johan Vermooten said the contriby-
tion from the girline operation was lower
as Trek had written off most of the start-up
Ccosts in the six monthg to December.
The costs would pe capitalised and
amortised over the inijtia] lease period of
the aircraft when fina] start-up costs were
calculated during the second half year.




- Banks ain’t the same anymore

By MONDLI MAKHANYA
PEOPLE still think of banks were places you

put your money away for safekeeping,

But banking isn’t that simple. The traditional
function of keeping money now forms a minute
part of banks’ business. Services provided by
these institutions now range from providing
start-up finance for businesses to the negotia-
tion of life cover. Increased competition
between banks has also ensured that they trip
over each to diversify the | T
services they can offer to eg
their clients.

The most basic function §
banks perform is the oldest [
one and the one for which §

they were initially cstab- [SINEREINR

lished: deposit taking.
Interest paid on deposit . |
accounts ranges from ane B e
particular product to &8
another and also from Hi#g
bank to bank.

A simple savings
account, for instance,
carns very little interest.
With most banks this
amounts to less than five EEEERETERNS
percent for savings of Innovations... In
more than R500 but less than R1 000. For
amounts of more than R100 000 the average
interest paid by local banks is about 14 percent.
Since this interest is usually paid on the balance
at the end of the month — when your balance is
at its lowest — it’s obvious very tew people
€arn much interest on an ordinary savings
account.

Banks earn most of their income by extend-
Ing credit, so they have developed certain prod-
ucts to encourage customers to keep money

Weekly Most r=ISlgg
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stant cash from ATMs

with them on a long-term basis so they can lend
it to those who want it.

Fixed deposit accounts are one such mecha-
nism. For a fixed period, ranging from six
months to five years, the bank keeps your
money and pays interest — at the moment
around 15 percent. The minimum amount you
can keep in fixed deposits is R500).

Slightly more flexible than the fixed deposit
account is the notice account. With notice
' gl B 2CCOUNtS you inform the

1 bank as to whether you
wish your money to be

S L

L B
-

] ot

period of
amak 52 days, 60 days or 88
BT days. As with fixed
ERNBTR =8 deposit accounts, the min-
B~ imum amount you can
e save ina notice account is

your money atl you have
0 do is give the bank as
many days’ notice as you

! Abanking service more
il familiar to most people is

the credit card. This ser-
-------- 2SS vice — while it s good
when used with caution
—- has often been the ordinary man’s financial
quicksand. Financial institutions Charge any-
thing between the prime rate and 32 percent on
therr credit card facilities, depending on how
yOur manager assesses you.

What most credit card holders are unaware if
however, is that you earn quite high interest rate
if you use your credit card account as a deposit
daccount.

The interest on these is about 13 percent with

most banks.
58
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PORTFOLIO managers who
climbed into Lonrho for its rand-
hedge attributes are nursing burned
fingers and trading losses.

Several have sold their invest-
ments for far less than they paid for
them. Some have shuffled their
shareholdings into different portfo-
lios or into nominee companies,
which are often a last resting place
before a sale. Others, peeved at being
landed with large chunks of a tum-
bling stock, have removed their busi-
ness from the independent portfolio
managers who landed them with it.

Basil Read is a case in point.

Its pension fund, advised by Allan
Grey, found itself with an uncomfort-
able holding in Lonrho acquired at
an average of more than R15 a share.

It has severed ties with Allan Grey
for other reasons and taken its busi-
ness to Liberty, where it feels more
secure,

Grey’s drive for rand hedges has
worn thin, says a competitor. He be-
lieves Grey targeted rand hedges to
provide better than average portfo-
lio performances, but came short
with Lonrho,

Jack Mitchell, Grey’s manager in
Cape Town, was reluctant to discuss
his company’s trading strategy.

Sage’s unit trusts ditched their
Lonrho holdings in the March quar-
ter, Sage Capital Managers MD Theo
Greeff reported. The general equity
and resource funds sold 360 000 and
68 000 shares respectively.

Greeff said the shares had been
purchased between March and De-
cember 1980. In the early part of that
buying programme, Lonrho’s share

Lonrho ditch
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price moved from R15 to R22, subse-
quently fell to R13 and ended the
period at R15. At an average price of
R16, the unit trusts would have
shelled out about R5,75m and R1m.

As the shares had dropped to an
average of R7 in the March quarter,
approximate losses of R3.2m and
R600 000 would have been taken by
the general and resource funds.

The asset bases of the general and
resource funds were R990m and
R58m respectively at end March.

“It was an investment decision
which didn’t work out,” Greeff said.
More attractive alternatives had be-
come available. The funds invested
in a range of gold and mineral shares
— Including Freegolds, Harties,
Driefontein, Western Deep Levels,
Samancor, PPRust, and Gencor —
during the quarter.

Greeff noted the trusts had sold
the shares “ahead of the bottom”.

Old Mutual’s mining fund, which
held 403 000 Lonrho shares in the
quarter to end December, is expect-
ed to report its March quarter re-
suits next week. Lonrho itself report-
ed recently that Old Mutual owned
3,4% of its equity.

Unit trusts managed by Liberty
and Sanlam had not held Lonrho
shares recently, spokesmen for the
two groups said yesterday.

Nevertheless, Sanlam held 1,88%

of Lonrho’s equity until late Janmuary,

WILLIAM GILFILLAN,
LINDA ENSGR and
MEREDITH JENSEN

;

when it transferred it to Cenira]
Merchant Bank Nominees (CMBN), a
division of Bankorp.

McGregor’s Online showed
10 445 929 shares were transferred
from Sanlam to a CMBN account by
February 7. Sanlam no longer ap-
pears as a direct shareholder in Lon-
rho, according to MecGregor’s.

Sanlam had bought the shares
throughout 1991. At times, they were
priced at more than R15. But in Jan-
uary the Lonrho shares plunged from
a month high of R10 to 690c.

Independent actuaries believe
Sanlam paid between R18 and R15
for the shares, which are currently
trading at about 485¢.

Sanlam portfolio management
GM Dries du Toit said: “A lot of our
shares have been reorganised into
our subsidiaries to save interest.”

Sanlam had “transferred sCrip
from Cape Town to J ohannesburg”.

Du Toit confirmed the Lonrho
shares were still controlled by San-
lam, not Bankorp.

A fund manager from a competing
insurance company said it was com-
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mon practice for insurers to transfer
shares out of portfolios into the name
of nominee companies without trans-
ferring beneficial ownership. This
was often done as a prelude to selling
without disturbing the market.
Sometimes, Sanlam’s competitor
added, it was done to avoid the em-
barrassment of having to disclose
ownership of an investment that had
turned sour.

Du Toit said: “We haven’t sold
shares to Bankorp. CMBN is our
nominee company. The shares are
still ours. We have the voting
power.” Sanlam controlled CMBN,
he said.

CMBN portfolio management as-
sistant GM Steve Meintjes contra-

Lonrho
Share price,
weekly close
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dicted Du Toijt, saying Absa con-
trolled CMBN. However, Sanlam had
Chosen “to use the services of CMBN
as a client”, he said.

Sanlam had signed a contract with
Central Security Services — a divi-
sion of Bankorp — making it custodi-
an of its scrip.

Anaylsts estimate Sanlam paid
close to R50 000 in iransfer fees to
reorganise its Lonrho shares.
ine Board of Executors Growth
Fund was another of the institutions
which baled out of Lonrho, selling its
entire stake of 78 000 shares during
the quarter to end-March.

Senior portfolio manager Ryk de
Klerk said the collapse of the Robert
Maxwell empire sent shivers
through the stock market, which
feared a repetition in the Lonrho em-
pire, also controlled by a single en-
trepreneur, Tiny Rowland.

This had initiated a wave of selling
from London, in spite of the fact that
the Lonrho group was fundamentally
sound.

“We considered that the risk in the
company was too high and sold out
altogether,” De Klerk said, adding
that a deal with Libya — Lonrho soid
a 33% stake in its UK Metropole
Hotel chain to Libya for £177,5m —
had enhanced the riskiness of the
share.

The question to be asked was who
had accumulated all the shares in the
wave of selling.

De Klerk said Gencor had an op-
tion to purchase Lonrho’s platinum
interests. He believed it likely that
the conglomerate would consider

whether to act on this option.
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COMPANIES

SA EAGLE
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Underwriting loss fall

Activities: Short-term insurance.

Centrel: Eagle Star insurance Plc (58,4%).
Chairmam: Fred Haslett; MD: Peter Martin.
Capital structare: 12,2rn ords. Market capital-
tsation: R426m.

Share murket: Price: R35. Yields: 4,7% on
dividend: 11.2% on eamings; p:e ratio, 8, 9;
cover, 1.7. 12-manth high, R35: fow. R18.50.
Trading volume last quarter, 33 000 shares.

S SIRCErpE

What has been soaring is the share price,
up by 46% to R35, admittedly on thin vol-
umes, since the financial year-end. That’s
after growing 33% last year.

This robust performance is surprising see-
ing that the share is tied up by UK parent
Eagle Star (58,4%) and Anglo American
(25%), giving other institutions little chance
of picking up blocks. At a 53% discount to
NAYV, with the undemanding yicld of 4,7%,

) |

Yeor ta Dec 31 B ®H W b the share i1s worth pursuing. Shaun Harris
Total assets {(Rbn) ... 056 094 095 1,17 -

Solvencymargn (%) . 596 934 826 90,1

Net prem inc (Rm} .. 451 506 589 725

Undeswriting pft (Rm) 38,0 206 (368 (0.8) DELTA ELECT

Investment inc tFlml 443 525 524 547 S ¢ \t:h( @
Taxed profit (Rm} .... 50,0 47,0 240 349

Eamings (¢} ............ 417 4 3920 1985 2872 iur 0 ' e sec'o

Dividends (¢} .......... 180 190 150 165 ]

Net worth {c} ......... 1084 1325 4000 5366 Activities: Makes electrical products, including

While msybe not yet soaring, SA Eagle has
managed to lift itself out of the underwriting
trough which cost local short-term insurers
an estimated R250m in 1990. Results to
December show a small underwriting loss,
but that loss is down by R36m after largely
crime-related claims caught the industry on
the wing two years ago.

The improved performance is partly by
design and partly plain good luck in that
there were no natural disasters. Deputy MD
Brian Wilkinson admits the absence of ca-
tastrophe claims “makes a big difference.”

What also helped was the “corrective ac-
tion” referred to by chairman Fred Haslett:
premium increases of between 25% and 30%
by the industry last February and October.

Haslett notes that SA Eagle’s policy of
eliminating unprofitable business and ensur-
ing rating was “on acceptable terms™ cost
some business. How much, says Wilkinson,
is impossible to estimate, given the soft mar-
ket. But prospects for large gains i new
premiums don’t look good. “There is very
little new business at the moment; it’s old
business moving around,” he says.

Haslett warns that further rate increases
“are inevitable unless immediate action 1s
taken to curb serious violence and unrest.”

Thankfully, many insurers have noted
crime claims levelling off — but they are still

SA Eagle
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Eugle': Haslett .. praud of his
solvency margin

at a high level. Still, there seems little justifi-
cation for an increase in rates similar to last

year's, and Wilkinson believes premiums will

be adjusted only for inflation. With results

from most of the top short-term insurers still

coming through, the public will be relieved if
this applies across the board.

SA Eagle has shown good growth in asset
base (23%) and EPS (45%). Sharecholders,
while pleased with the raised dividend, may
be a little disappointed that investment in-
come only increased by 4,4%, after remain-
ing static in 1990. The company emphasises
its solvency margin, at 90,1% among the
highest in the industry, but for investors the
amount of capital finding its way into the
investment portfolio is equally important.

There is not much SA Eagle can do about
this while 1t has an underwriting loss. It
could pull back into the black soon, possibly
by year-end. Wilkinson won’t hazard a pre-
diction. He observes that the trend is looking
better but he is cautious about the effects of
inflation and recession. If the political out-
come and its effect on the economy are
positive, he says, there should be an under-
writing surplus.

What should cut costs i1s the Eagle 2 000
computer system, technology which cost
R33m over the past three years. Most of the
system should be in place this year, but 1t
comes with a threat to up to 350 jobs.

Wilkinson says the company has been
looking at softening the effect of lay-offs for
some time, keeping staff past retirement age
and employing temporary staff, to absorb the
brunt. But, while 1t 1s planned to keep as
many current staff as possible, some posi-
tions will be lost.

Returmm on cap {%) .............
Tumover Index (1986 = 100Q)

electrical repair engineening, insulation and con-
ductors, cables and accessories, industrial pro-
ducts and electrolytic manganese dioxide. ™
Contrel: Defta Pic 49,9%.

Chairman: N A Bury: MD: EW van Zyl.
Capital stractare: 47, Im ords. Market capital-
isation: R390m.

Share markek: Price: 950c. Yields: 2,9% on
dividend; 6,6% on earnings; p:e ratio, 15,1;
cover, 2,3. 12-month high, 960c; low, 520c.
Trading volume last quarter, 166 000 shares.

Yeur to Dec ‘88 B9 9 M
ST debt (Rm} .......ccverreen.e.s 02 68 38117
Debt-equity ratio ................ - 0,11 0,06 0,14
Shareholders’ interest.......... 0.53 0,48 0,48 0,50
Int & leasing cover ............ — 23,533,548,4

25 29 35 29
182 212 247 256

Pre—int profit (Rm) .............. 22,5 27.248,047.6
Eamings (€} .ot 32,342,955,2 62,8
Dividends (€) .oeeveermenenee... 125 19245275
Net worth {C} .coeovrreeenee 125 129 146 168

Perfermmance continues to be strong in an
otherwise pedestrian electronics and electr-
cal sector. Delta has deliberately avoided the
cyclical capital goods sector while concen-
trating on consumable parts and services.

Chairman Alex Bury notes that recession
and weak precious metal prices hit the com-
pany, limiting the turnover rise to 3,8% (ac-
tual turnover is not disclosed). Return on
equity was down from 41% to 38% — still
well ahead of almost all compames in its
sector — but EPS still gained 14% to 62,8c.

Pre-interest profit was almost unchanged
at about R48m but interest paid fell by 31%
to just under R1m. The effective tax rate was
down from 45% to 39%.

The balance sheet has been strengthened.
Geanng increased from 6% to 14%, but since
year-end Delta has agreed to sell its 21%
stake i Valhold, which makes equipment
and spare parts, to Hudaco, as part of the
latter’s scheme of armangement (o acquire
Valhold and its operating subsidiary Valard.

Electrolytic Manganese Dioxide, which
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ECONOMY & FINANCE

oping over a long time. |
Employers’ liability cover is limited, M}B
says. It does not, for instance, recognise
health impairment at work over time. Asbes-
tosis is an obvious problem here, but new
ones include exposure to electronic screens.
So cover is being refined, but, the broker

. E!'f_t_e_ping cosis

INSURANCE F™M 1ol
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The insurance aspects of gradual pollution or
environmental impairment — a potential
cost to the industry — have been analysed by
broker MIB. Local legislation is not yet as
onerous as the laws in the US and the ones
planned for western Europe, but it may be
heading in a similar direction.

The need for cover is emphasised by the
trend towards making responsibility “joint
and several,” so that a polluter who has
deposited only a small proportion of hazard-
ous waste can be called upon to clean up the
entire problem.

There is also a tendency to make legisla-
tion retroactive so that a property-owner can
be held responsible for problems created prni-
or o the new legislation.

Gradual pollution makes risk assessment
highly specialised. The current spirit, MIB
says, is to enhance legislation — “for exam-
ple, the President’s Council reported in Oc-
tober on the need for environmental legisla-
tion on an holistic basic; CSIR has done a
report; the ANC states that people have a
right to a healthy environment and the duty
to defend 1t.”

Most conventional covers bought by em-
ployers do not provide for creeping pollution
that may be unintentional, but still renders
the company liable to substantial fines and
clean-up costs.

Public and products liability is intended to
cover only incidents that are sudden, unin-
tended and unforeseen. There would be no
cover against even a sudden incident if it
resulted from a process that had been devel-
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insists, it will not be designed for the negli-
gent polluter and it cannot become a conve-
nient way to pass pollution problems from
industry to insurer.

However, insurers make expert assess-
ments before issuing cover and simply com-
missioning such a survey will stand the in-

>

< } -

dustrialist in good stead if he ever faces
prosecution.

Cover applies for specific sites and
periods. Pollution claims must be made ac-
cordingly. Clauses stabilise cover so that an
insurer cannot easily remove it where he sees
problems but has not received claims. W
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NICO CZYPIONKA

Nico C:yph;ku is
group economist of

Standurd Bank In-
vestment Corp
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Though local banks are regarded as serving
the low-income population just as well as
their counterparts in other countries, extra-
parliamentary groups have subjected the
financial sector to much criticism. This typi-
cally includes that:

There is a low level of participation in
projects in black communities;

(1 Institutions are run by whites who do
little to advance blacks, especially in man-
agement; and

Financial products and services are not
available to most blacks, either as consumers
Or entrepreneurs.

Such perceptions must be taken seriously
because it is our shared goal to see a more
prosperous SA. Just levelling the playing
field, however, will not be sufficient; the
financial community must come up with ap-
propriate responses. If it doesn’t, the alterna-
tive 1s likely to be prescriptions by a govern-
ment motivated more by political than
commercial imperatives.

In the case of housing loans, for example, a
bank could make a mortgage loan to several
mortgagees instead of only one. In the ex-
treme, it could mean small, short-term loans
to hawkers at high interest rates, but against
no security. Some of these products already
exist and are being tested.

Some basic facts must, however, be recog-
nised if the financial sector is to remain
sound:

[ Financial institutions can expand their
operations to lower-income segments only in
a stable environment where {egal obligations
are respected;

O In the lower-income market, the need for
innovative, affordable approaches is para-
mount, but should be achieved by developing
new frameworks instead of forcing people
into existing procedures and structures: and
O Serving this market must be a business
initiative and not a social imperative.

Bankers and other lenders in the formal
economy expect their return to reflect the
high cost of doing business in marginal areas

M
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of the economy and the potentially high risk.

Comparatively low legal maximum inter-
est rates, prescribed under the Usury Act,
effectively prevent this. Hence, borrowers
are denied access to credit from the formal
banking sector.

Instead, they are often forced to find funds
in the informal sector, usually at truly usuri-
ous rates. In practice, the main concern of
borrowers is not the level of interest rates but
the inability to get finance. This is hardly
peculiar to SA; it is a feature of banking in
most of the developing world.

The populist argument for limiting int@r-
est rates 15 often taken beyond the mere
prevention of usurious practices. The State-
directed requirement of “affordable” — low-
cost — finance is set in its place.

Direct interventions by the State in the
lending decisions of the financial sector must
be avoided. But this does not mean there is
no appropriate role for the State to piay.

In areas where private financial institu-
tions simply cannot operate, such as in the
lower ends of the sub-economic housing mar-
ket or in the building up of small-scale peas-
ant agriculture, the State should step in.

Politicians must accept that banks are not
a2 money machine that, if cranked up appro-
priately, will deliver prosperity. Specifically,
an efficient financial sector must use a flexi-
ble and market-related interest rate struc-
ture to do this.

Intervention in the market workings of the
financial sector would be an invisible cost to
the economy. We do not have to look far for
examples of what damage a “social banking
policy” can do.

The current government practised one for
a long time. The results include a distorted.,

underperforming economy, a high capital
intensity in most sectors, and an INappropri-
ately structured agricultural sector, where
farmers at times made money not on their
production but on land value appreciation.

A productive economy requires an effi-
cient financial sector. Without this, the
country will be unable to mobilise interna-
tional resources for development because it
will become increasingly difficult to tap
world capital markets. And, irrespective of
the political and economic system, the most
important requirements are sound financial
and accounting practices.

Within these parameters, attempts to de-
velop the population held back by apartheid
require new financial institutions to carry

out affirmative action programmes. These
could include:

U A rural development bank, possibly using
basic structures of the Land Bank. This
could cater for the needs of developing small-
to-medium-scale agriculture and other rural
enterprises. It should be funded jointly by
the State and private financial sector, and it
could take deposits through a rural network
provided, possibly, by the Post Office.

£l A small business bank, to cater for small-
scale lending to the informal sector in urban
areas. Again, existing structures, such as
those of the Small Business Development
Corp, could be used; and

A national building society, to generate
funds for informal and sub-economic hous-
Ing, again presumably in the form of a part-
nership involving the financial services sec-
tor, corporations and the State. Here, too,
existing structures such as the National
Housing Trust could provide a basis for the
new entity. It could at least partially fund
itself from the communities it serves.

Clearly, the policy framework and regula-
tion of the financial system would need to be
pragmatic. SA must have a financial system
modeiled on structures that have been tested
in the rest of the world.

The trends in successful nations are to-
wards an international banking system, mul-
tiple banks and removing indirect subsidies
for specific areas through the banking sys-
tem.

Above all, if a future government wants to
foster specific areas of the economy, it
should use open subsidies through the fiscal
mechanism or partnerships with the private
banking system for special-purpose lending.
This does not distort the entire monetary
structure but imposes political discipline be-
cause the cost of subsidising is measurable
and open to scrutiny.

The new institutions should be an integral
part of the financial system, with no funding
or interest rate preferences. They will be able
to raise a substantial portion of funding from
the insurance and pension segment, which is
also an integral part of any country’s finan-
cial system. Any State-directed attempts to
influence coercively investment decisions,
artificially control rates of return, or offer
extremely preferential tax treatment should
be resisted. Finally, but crucially, govern-
ment should not attempt to fund itself cheap-
ly, through coercion in a captive market via
any system of prescribed assets. |
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Life assurers are close tO striking a deal 1o
put about R5bn a year into “socially desit-
able” projects such as low-cost housing and
education. The mechanics are still being dis-
cussed. The Life Offices Association (LOA)
has informally discussed an arrangement
with the ANC, the PAC and Inkatha Free-
dom Party. It now wanis to involve trade
UnIions.

The LOA’s disposition t0 invest socially
has been frustrated sO far by the lack of a
suitable agency considered legitimate by all
parties. A totally new agency, possibly with
banking status, is being considered.

The ANC and LOA confirm the talks took
place and that 2 tentative proposal was
tabled. Neither will comment on the record
but the ANC’s reaction to the LOA will
probably form part of its broad economic
strategy. L1he sensitivities are obvious: while
every effort will be made to soften the impact
on policyholders and holders of pension
' of them ANC suppﬂrte:rs}, it
will appear that the tife offices have acted
now to pre-empt arbitrary action by a future
gﬂvcmment.

An ANC source says the propasal would
be debated in its economic working commit-
tee. He indicates that the ANC 15 consider-

ing a social levy of 10%-15% on total income

willing to accommodate social development
as long as this does not mean a return 10
prescribed assets.

Dorian Wharton-Hood, a member of the
association’s executive, made an off-the-cuff
comment to the media last week that the
industry could “live with 15%.” He is ada-
mant that prescription should be avoided and
the industry must come up with innovative
ways to invest its cash flow soO that policy-
holders and pension fund members arc not
prejudiced.

The LOA stresses that ““no such proposal
(the diversion of 15% of cash flow) has been
put forward by any political party, a8 far as
the LOA is aware. The LOA is opposed 10
any form of prescribed assel requirement. It
form of indirect taxation on

bers and pnlicyhnldﬂrs.“

The LOA adds that it *“recognises the need
to assist 1M SOCI0-£CoNOMIC development . . -
this does not mean that policyhnldars‘ and
pension fund members’ savings will be ¢x-

ed 1o sub-cconomic vestments; it simply
means that everyone will have to be more
imaginative about meeting sound investment
goals while, at the same time, investing in
such a manner that society’s development
needs are served.”

The association adds that a major initia-
tive, to confirm the industry’s willingness 10
invest in this type of project, will be an-
pnounced soon.

The LOA’s dilemma — and its need for
caution in talking about projects before the
costs have been established — 18 obvious.
Opposed 1o prescription, it appears to have
‘nitiated voluntary prescription 1n another
guise. It 1 propelied by the trustce principle,
which compels 2 life assurer 10 maximise
savings in a mannct consistent with safety,
yet it 15 NOW proffering funds for develop-
ments where market-related returns appear
unlikely- Wharton-Hood 1s emphatic that
any funds diverted to social projects will be
government guaranteed and capable of pro-
ducing market returns.

1f that is to be achieved, gnvcmment‘s
obligation would, presumably, also include
subsidising the rate of interest paid to the life
offices, in €ases where investments cannot
produce market-related yields. That, an
ANC official tacitly confirms, will remove
part of the dilemma. The subsidy burden
would be spread among all taxpayers, “not
just those who have contributed to the na-
tion’s savings.”

The life industry already observes “pru-
dential” investment suidelines, 10 place of
the old prescribed assets. If a new investment
outlet is added to that —— a virtual LOA
Merchant Bank 10 research and tackle pro-
jects that ensure savers get financial returms
but resources are allocated for social uplift-
ment — the industry will have succeeded 1n
fending off direct intervention.
indicates that the LOA initiative is likely 10

find favour. Bryan Deans

METAL PRICES
Signs of life

Firming world prices, mainly anticipating US
recovery, could still help Samancor 1o get
stainless steel mills o accept the 5.8% price
rise for ferrochrome it wants for the second
quarter of 1992. This is after 2 6,1% hike in
the first three months.

Led by aluminium, the bellwether at both

. ends of the economic cycle, the Economist
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in the reshuffle, overlap between Absa sub-
sidiaries and divisions will be eliminated.
Absa Merchant Bank will continue as at
present but will, pre-
sumably, lose business
to the new corporate
ANEE 4 | entity though it will
et - i 8 | gain Senbank’s mer-
‘ chant banking oper-
ations. But if the
E rationalisation is car-

Pl PR
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ried to its logical con-

clusion, the merchant

" Diedericks  bank will lose an im-
portant part of its
business — lending. Funding is likely to

' come from other parts of the group to
finance structures which the merchant bank
devises. So it is likely Absa Merchant Bank
will end up smaller in terms of assets. W

LIFE ASSURANCE —1
Mine benefits

After a century of operating as a specialised
short-term 1nsurer, Rand Mutual Assurance
has formed a life company, RMA Life.

Though RMA 1s a powerful insurer, at one
stage ranking fourth in the FAM’s Top Com-
panies survey of short-term companies, it
deals almost exclusively with the mining in-
dustry. The life subsidiary was formed large-
ly for administrative reasons, says GM Andy
May.

RMA, a mutual, pioneered workmen’s
compensation cover from 1894, long before
there was an Act to cover workers in indus-
try. It offers certain other forms of personal
cover, some of which are available in the
commercial market, but its core business is
providing statutory benefits payable under
the Workmen’s Compensation Act (under
Act cover) and similar compensation to em-
ployees whose earnings place them outside
the Act (outside Act cover). The RMA out-
side Act cover is an insurance product pecu-
liar to SA.

May explains that where an employee is
less than 30% permanently <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>