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The steel and engineering industries do not expect
any meaningful turnaround in their overall perfor-
mance unttl late 1086 at the earhest.

In its report on activities 1n 1985 and outlook for

this year, the Steel and Engineering Industries Feder-
atron of SA says physical volumes of production in

i these industries dechned by an estimated 6,4 percent

i in 1985

Major drops 1n output for 1985 were recorded in the
automotive 1ndustry {(drop of 30 percent), the ma-
chinery sector (22 percent), transport eguipment (20
percent) and electrical machinery (13 percent)

“However these substantial drops mn output are
likely to be offset by stepped-up export efforts in the
iron and steel basic industries, including the ferro
alloy industry,” Seifsa says

Employment statistics reflected a drop of more
| than six percent in the scheduled labour force, equiv-
alent to a loss of about 23 000 jobs during 1985. ‘

Domestic demand

Seifsa also says that primary steel producers ex-
| pect domestic demand to drop by about 22 percent 1n |
1985

However, increased export volumes targeted at
2,5 milhion tons are expected to contribute towards a
relatively satisfactory year-round capacity utilisa-
tion.
| Some revival in domestic demand 1s expected by
mid-1986

The export-intensive ferro alloy industry experi-
ence good trading conditions in 1985, with output esti-
1 mated at being up 8,5 percent
The metal fabricating and engineering mdustries
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jI bad stringent conditions 1n 1985 and expected little
i{ increase 1n demand before the final quarter of 1986
i The shipbuilding industry anticipated no change to

it;g ;turrent strongly depressed conditions throughout

Business conditions in the electrical machinery
sector were at depressed levels in 1985, other than the
electronics and telecommunications sectors, and no

{ correction to these low activity levels are expected in
I 1986 — Sapa
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?’iping profits

Extensive rationalisation, cuts in borrowings,
| concentration on profit margins and nsing
export income have produced a powerful
recovery for Barlow Rand's engineering
company, Robor Industnal Holdings (R1H)
It was a recovery that few investors were
i expecting early last year and the share price
has more than tripled from 1ts January 1985
low of 95¢ It 1s still one of the less mghly
rated engineering stocks, but a slowdown in
the rate of earmings advance now looks hkely

As the scope for further improvements in
operating efficiencies becomes more himited,
the company will depend more on better

b
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Barlow Rand engineering group Robor
Industrial Holdings (RIH) has enjoyed a
strong recovery in the face of weak mar-
kets, but earnings growth is likely to slow
down until sales are stronger.

e

sales volumes The recent steep pick-up in
profits distracts attention from a disturbing
fact sales in real terms have steadily fallen
since the group was created three years ago

Disappointing market conditions have se-

verely hampered Barlow’s plans for its
growth n engincering When RIH was cre-
ated during the restructuring of industrial
interests 1n December 1983 the new com-
pany appeared to have something interest-
ing Investors saw the emergence of a major
force, rivalled in the lighter end of the eng)-
neering induostry only by Stewarts & Lloyds
(since merged into Dorbyl)

Scarcely a year later the wheels had fal-
len off Second-half profits for the Septem-
ber 1984 year dived and prospects looked
grim But through management’s conscions
efforts to improve returns, which included
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selective rationalisation, recovery was almost
as quick The rebound started in the second
half of the year to September 1985, when
carmings per share (EPS) recovered to 24,9¢
compared to 7,3c 1n the first half, and contin-
ued in the 1986 first half, when mntenim
earmings almost tripled to 21,5¢ a share

Reflecting on the turnaround, MD Jack
Crutchley notes “The ingredients were still
there, but we had too much capacity n
certain areas There followed a pertod of
consohidation, particularly at Wadesteel By
Imerging certain operations cost structures
were reduced ”

A number of top management changes
could not have made matters any easier
Brian Connellan took over Derek Jacobs’
position as MD before moving up to deputy
chairman Connellan was succeeded by Ro-

bor head Crutchley, who extended his pre- |

decessor’s programme of rationahisation
Staff numbers were cut substantially in the
1985 year, business was selected on the basis
of sensible margins, and stock and debtors
became major focus areas

Shrinkage was not achieved without con-
siderable cost RTH paid R42,1 m for Wade-
steel and RIH International Shortly after the
purchase, Wadesteel’s market collapsed and
it had to cut turnover capability Four Trans-
vaal branches and 1ts Welkom branch were
combined with Robor's operations in those
areas

Apart from the operating loss at Wade-
steel, which continued until the year to Sep-
tember 1985, the group had to increase bor-
rowing facihties to fund the acquisitions
from HLH. At end-September 1984, total
borrowings had soared to R65,7m from
R44.9m a year earher With interest paid
rising to R14,6m, interest cover dropped to a
meagre 1,9 times Problems were not iirmted
to Wadesteel Rationalisation elsewhere 1n-
cluded the closure of three MRT Bartons
| factories and the transfer of these operations
to two Boksburg factories

Little benefit from rationalisation was
seen tn the 1984 year, or indeed unti] about
the middle of last year But profitability was
mmproving elsewhere By trying to be the
lowest cost operator 1n 1ts various fields, the
group began to enjoy better margins i the
local market Says Crutchley *Mike Gaha-
gan, our group financial manager, put 1n
systems which clearly 1dentified profitable
and least profitable product lines We were
ruthless in playing to our strengths and

elimmaung areas of weakness ”
I  The rand has been a big help in boosting
export income The group had inherited a
team of sound traders from Wolhuter Much
improvement has been derived from 1ts
dominance of SA s exports 1 this field

By the 1985 second-half, signs of an im-
provement 10 group earnmgs were evident
Despite lower turnover even in rand terms,

operating margins had widened Interest |

paid was 40% lower than 1n the first half,
and, importantly, gearing had been chopped
100,22 from 0,53 a year earher The R38,3m

almost entirely from better working capital
management *“There was a new disciphine,”
says Gahagan “We reduced the number of
months’ stockholding and cleared out stock-
piles We selectively took out customers on
low profit margins and extended credit
terms

Although margins on exports are lower,
the group 15 prepared to forgo part of these
margins because of the quahty of overall
returns Importantly, large export allow-
ances have reduced the tax charge to a negh-
gible amount At end-March 1986, the oper-

| ating margm had 1mproved from the year-

ago figure of 4,7% to 5,1%

With benefits of rationalisation, greater
efficiency, and both lower gearing and easier
interest rates, RIH’s 194% surge at
the interim did not surprise None of
the subsidianies, including Wadesteel,
made losses and profitability im-
proved throughout On earnings of
21,5¢ (7,3c), the interim dividend of
8c was restored after being passed n
1985

“We don’t have any illusions that
there’s still an enormous amount of
work to be done,” says
Crutchley “The quality
of our return should be
better, in our view ” One
way management could
improve returns would be
to sell Robor’s property,
estimated to be worth
R35m-R40m, repay all
borrowings and perhaps
pay a spectal dividend
But given the state of the
property market, this may
only be practical in a year or two

Looking ahead, RIH’s rate of 1m-
provement 1s bound to slow down As
Max Pollak & Freemantle analyst
George Raftopulos points out “The
technmcal correction 1s over RIH has
had all the benefits from financial
gearing and now we must wait for
operational gearing to come through ™
His forecast of earnings for the full
year of 45¢ looks about right and 15 1n
line with the board’s expectations

Crutchley concedes that further
rationalisation opportunities are hmited
Other than fine tuning, there’s hitie to be
done So better volumes will have to return
before earnings can accelerate again How-
ever, no improvement ts foreseen 1n the dom-
estic market Some 60% of busmness 15 with
the severely depressed building and con-
struction industries and the broad area
called fabrication general engineering,
where the end-user 15 difficult to 1dentify

RIH s, on the other hand, also geared to
the rmning mdustry, which probably ac-
counts for 20%-25% of business, demand
from this sector should remain steady Agri-
culture, 1s the next iggest market, here
agamn, demand 1s expected to be stable

The go-ahead for the Mossel Bay project

INDUSTRIAL
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reduction in borrowings o R27,4m arose l — there are now believed to be doubts about
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1ts feasiblity and timing — will benefit RIH I
Although the group will not be directly 1n-
volved, its products will meet part of the
needs of contraciors and sub-contractors
Low-cost housing aiso offers a major oppor-
tunity, but a stumbling block 1s the stringent
requirements of municipal authorities How-
ever, Crutchley 1s encouraged by the recog-
mtion from government that this s the route
SA should take

With the recent coliapse of the rand, ex-
ports generally are looking more attractive
How much this 1s worth to RIH 1s enclear, as
no details are forthcoming Crutchley be-
lieves “the opportunities are enormous =~ As
Jong as the export incentives are there, and
the rand remains low, RIH’s foreign market
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INTERNATIONAL
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products

vulnerability 1s imited to political events and
the control of overseas umons over 1ts pro-
ducts Because of i1ts wide export base, 1t 1§
not dependent on any one country

At 360c, the shares yield 5,1%, but the
prospective vield will fall unless full-year
earnings exceed 33c a share, given the policy
of a 2,8 times dividend cover Despite the
resumption of an interim payment, total divi-
dends could actually fall Assuming an EPS
of 45¢, the prospective yield on a 2,8 times
covered 16c¢ total drops to 4,3% — still better
than the engineering sector average of 3,6%
But the share’s attractiveness looks to be
longer term, when volumes recover A sweet-
ener 1s the possible bonus 1f the group can sell
surplus property into a revived market

Patric Ha_l
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Metal, engineering industries still in doldrums

eifsa: the real rec
is still a long way off

REAL recovery remains a iong
way off for the metal and engl-
neering industries.

Seifsa — the Steel and Engineering
Industries Federation — said orders
in the first half of this year were
unsatisfactory, cut-price tendering
was damaging profitability 1in the
constructional and heavy engineering
sectors, and rising costs of materials
were damagmng competitiveness, lo-
cally and on export markets

In 1ts review of the first half of
1986, Seifsa said “In addition, the rel-
atively large degree of spare capa-
city as exists in many sectors of the
overall economy continues to mhibit
investment 1n any new capital equip-
ment

“Together with the threat of sanc-
tions on exports, these constitute
more factors impeding meanmgful
recovery 1n the metal and engineer-
ing mdustries”

g
Compared to the currepm

Jelt g

DAVID FURLONGER
tndustrial Editor

1985 period, these Industries recorded
a 2,4% production volume increase
hetween January and June, against a
1,3% increase for the manufacturing
industry as a whole
Export-supported 1ron and steel
producers achieved an average 9%
gain  Steelmakers, 1n particular,
found local demand weak and the
report expressed concern at the ef-
fect sanctions would have on the 1n-
dustry by cutting off its growth area.
Ferro-alloy producers, who record-
ed positive volume growth in 1985,
continued the trend this year. The
industry anticipated that export vol-
umes would be able to match th
satisfactory 1,5-mullion tons of 1980
The other sector to perform with
credit was electrical machinery,
which held production at last year’s

levels P

Y

Other areas had a muserable siX
months Transport equipment fell
17.9%, non-ferrous metals 7,4%, met-
al products, constructional and heavy
engineering 5,5%, and non-electrical
machinery 2%

The report said constructional
engineering, metal fabricating and
shipbuilding all showed little sign of
early recovery Despite tentative
signs of an upturn in the economy as a
whole, domestic under-demand for
steel and fabricated metal products,
machinery and transport equipment
would continue for the rest of the
year Any respie through exports
was threatened by sanctions,

Trymg to instil a note of optunism,
the report said' “There are ‘some
prospects that a general broadening
of economic recovery will stimulate
demand for consumer durables and
hasten the expected positive turn-
around in the imventory cycle 1n the
mining and manufacturing cyeles "
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South Africa has been hit _u% new sanctions and [T Geoff Kitney in Omuammﬁm _.mﬁn_.ﬁﬂﬁmmmﬁr Africans who want

: . : . ¥ |4to visit Australia will soon be forcegd.to go to a third country to
more international moves to isolate the country. ) %asen an entry visa mmryr

Hong Kong has banned all iron and steel imports; | The Australian Government nmnam.,._mm.ﬁﬁm_.nmw that consular mm.w-.

Australia has tightened its vi : . .qm__ﬂmm in Cape Town and Pretoria which provide tourist visas will be
has shut down :“m mc:ﬁw >manmwmowmmwm.ﬁw_ﬁwﬂww__wm“o MMM iclosed down The facilities will be phased out of operation — com-

. : s calld : ‘mencing before Christmas 2
south bmﬁnm._m participation in the ban..mn.n_un memﬂ% has The move will apply to all residents of South Afriea, not only
»ome under intense pressure in the United Nations. -

South African citizens Government officials say the aim 1s to hinder -
An announcement by the giant US Eastman Kodak cor- white South Africans who want to hohday in Australia

yoration of complete withdrawal from South Africa, and a South Africans wanting to apply to immigrate to Australia will

»an on any of its foreign operations from supplying company still be able to apply n South Africa, but under changes to im-

roducts 1n this country has come as a shock to industrial | f8ration procedures they will face delays of up to 18 months .

ind commercial dealers who were expecting Kodak to follow Another blow to South Africa
seneral Motors and IBM with a management buy-out, re- came from Hong Kong, where
orts Chris Moerdyk in Johannesburg. # Sapa-AP reports that the Hong

According to the company’s headquarters in the US, the decisign Kong Government has decided

to impose additional economuc
o withdraw from South Africa was based on a combination of eco- P :
omic and political factors. sanctions on South Africa to

Last year the corporation lost a court battle which not only se- Emﬂmwﬂ_wmmhzﬂ P E.Emhn. i1l # 1
erely affected sales of instant film products worldwide, but it suf- | import mm cEE._.cM_. __“mM ;
ered severe setbacks in South Africa over a camera swop arrange- poris ol iron and s ro
nent that raised a storm among consumers

_
i

South Africa RS

Atex Inc — a comp- ' ~ ' .” *ubsidiary of Kodak — also mnﬂ. Hﬁ:wwww_mw wwnwmﬁhﬁum____%%

nnounced ¥~ with ~<>.~1 f~_ v the South African market Hong Kong to ban new nvest-*

a—

A spokeStLa.. * © “dAcu4 (of Bedford, g&ﬁﬂﬁwneﬂﬁﬂmﬂ this |’

b

waazm_w a Johanneshurg spokesman.
1 __., N v
yystem used by.-many newspapers .
L =

“Atex 15 a Kodak subsidiary and as such will abide fully by the
ecision of our parent company. This means that after April 30 no
tex products — erther hardware or software — will be sold in
outh Africa,” the spokesman told Sapa. “Between now and that
aie we will, to the maximum extent possible, provide current sup-
ort and assist our customers in positioming themselves for the

-F

iture” L

Atex systems are used by some newspapers owned by the Argus
roup, SAAN and Nastonale Pers, as well as at the University of
outh Africa, Pretoria Technikon, Nasionale Boekdrukkery, and
parhams in Cape Town

Industrial film and photographic dealers contacted by The Sta
greed that while the withdrawal of Kodak, which held 30 percent of
1e local market, was a short-term setback, they were confident
1e gap would be taken up, particularly by Japanese manufac-

ment“and bank loans to Pre-
toria® And travel agents will be
advised not to promote tourism
to Solith Africa

South Africa 1s also under fire
in the United Nations
' Reuter reports that in New
York last mghta, the UN Com-
mittee approved a resolution
seeking the exclusion of South
Africa from meetings of the 18
decision-making members of
the 1959 Antarctic Treaty

The vote 99 1n favour, with
Canada opposing 1t and Austria,
Ireland, Luxembourg, Portugal
and Turkey abstaimng

Another 21 countries did not
_ take part in the vote
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Seifsa predicts tough
conditions for 1987

stee] production and a weak rand Ferro-mangenes
demand is expected to level ont 1n 1987 “but

DAVID FURLONGER
Industrial Editor
BUSINESS conditions 1n the meta] and engineering
Industries are expected to remamn difficult 1n 1987,
says Seifsa — the Steel and Engineering Industries
Federation,

In its annual review, it says the prospect of sustain-
able economic growth 1s uncertain because of insta-
bility caused by social and political change, sanctions
and mflation problems

“Prospects for any real expansion in activity levels
during 1987 are dependent on a confinung improved
demand from the mimng sector, increased replace-
ment expenditures and the rebuilding of ivento
stocks, additional demand arising from 1mport substi-
tution measures, and a sustaimng of export earnimngs.”

Apart from some base metal industries supported
either by exports of increased mining industry de-
mand, metal and engineermg industries operated at
relatively low levels of activity

“New order mtakes were reported as unsatisfac-
tory, severely competitive {endering was experienced
1n the constructional and heavy engineering sectors
which operated at inadequate margims, and rismg
costs of materials adversely affected the competitive-
ness of the metal and engineering industries.”

The review adds that major spare capacity in many
parts of the industry inhibited investment in new
capital equipment.

Even so, the review says there were some positive
indicators. Statistics are expected to show the metal
and engmeering industries achieved growth of about
1% in production volumes during 1986, compared to

1,7% in manufacturing as a whole,

In particular, export-supported basic industries are
hkely to show 9% gain in sales, particularly ferro-
alloy producers.

. Elsewhere, the picture was less bright

Production 1n the transgnrt equipment sector dur-
Ing 1986 15 expected to show a 13,9% drop on 1985.
Metal products are likely to show a 9% fall and
automotive components 3,3%.

Employment, having dropped sharply n previous
years, remained relatively stable in 1986. About 4 000
Jobs were lost in the meta]l and engineering mdustries
this year.

“They indicate that the labour force 1s tending to
stabilise at a level of some 347 000 employees, com-
pared with an employment peak of 454 000 at year-
end 1981~ -

Output of primary steel products during 1986 is
ex ecFed to total aﬂfimﬂhnn tons, compared to 84-
million in 1985

Seifsa says primary producers expect mereased

domestic demand i 1987 but the i:us:ﬂble effect of

| sanctions on exports make 1t difficult to predict over-
all production and capacity utilisation,

| F‘grrn-allny producers benefited from better world

—_— _— . ra— i U .
-— ——

prospects for overall
ferro-alloy exports con
solidating at a level of 1 5-
million tons are still con-
sidered reasonable”.

Secondary steel pro-
ducers also enjoyed a
reasonable export per-
formance but this was
balanced by continued de-
terioration m domestic
demand, particularly
the construction and engi-
neering sectors

— b i
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B&S is back on
the rails afte{ its
. \\oRb -
high-speed reva

i
4 By Peter Farley
A revamped B & S Steel 1s head-
ing back to the JSE boards this
year under a new name, only a
few months after being saved
from the jaws of the hquidators
by the Krok brothers
. In a high-speed restructuring,
the ailing furmture group has
been sharply turned around by a
combination of radical surgery
and massive mternal rationalisa-
tion |
And new chief executive Solly
Krok says that he expects the
company to turn in profits of
close to R3 rmllion 1n 1987
But, while he paid tribute to
the vision and conception of foun-
der Chiford Gundle, Krok said
that Gundle {ried to do too much
too quickly
“He attempted to bwuld a min-
Barlow Rand I two years, but
was R100 millhion short of the
capttal he needed to succeed”
Gundle has, however, re-
mained an integral part of the
new structure — both as an ex-
ecutive and a shareholder Krok
says that Gundle 1s concetrating
. on the group’s marketing struc-
ture, but will probably eventual-
ly resume the position of MD
Nevertheless, the speed with
which the company has heen put
back on the rails bears testumony
to 1ts inherent strength and
leaves 1t almost ready to go back
on the acqusition trail
Simce the restructuring some
95 million new shares have been
issued, with the previous seven
million shares consolidated on a
115 basis down to below 500000
These are all expected to be re-
histed 1n December — though this
1s subject to JSE approval, which
has yet to be obtaned.
Krok says that 7,5 million are
to be privately placed at 80c a
share, which will carry forecast
| earnings of almost 10c and a divi-

s

dend of a shade in five cents

At the moment the Krok fam-
ily controls 75 percent of the
company and the Gundle fammly
almost 25 percent A few minor-
ity shareholders left after the
consolidation make up the bal-
ance

The net asset vaiue of the com-
pany after the restructuring 1s
around R13,6 million, or some 33c¢
a share

In the course of the restruc-
turing, Mr Cupboard and Con-
corde Cupboards (“the cause of
the much of the problems with
losses tn excess of R12 mihon,”
says Krok) have both been sold

On the kitchen cupboard side
the modern Brits factory has
been shut down, with production
efforts now concentrated at the
Roksbhurg plant It was a difi-
cult decision, but with rent at
Brits of more than R150000 a
month and the decentralisation
benefits used up there was no
option, according to Krok

The two operations and Lady-
smith — steel furniture com-
panes Furnsteel and Husk1 —
have been bolstered by a com-
mitment from government to
support the factory with realis-
tically priced tender contracts

Former MD Bert Davids has
opted for “early retirement”, but
15 continuing to help 1n the transi-
tion phase

Group turnover 1s projected at
close to R60 milhon this year, but
could extend by the December
1987 year-end 1f the company
takes advantage of acqusition
opportunities

1t should prove an exciting
ride, with the rationalisation of
certain operations reducing ca-
pacity 1n the furniture market
and 1mproving margns for all
participants More 1mportantly,
strong management 1S nowW 1n
place and rigid systems and con-
trols appear to be working
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SYLVIA-AND PETER: SMALLER
Steeling themselves

UME, the Cape Town steel merchant soon to
be listed on the main board of the JSE, was
founded almost “by accident™ 45 years ago
when Sylvia Smaller Winnikow and her late
husband, Cecil, stumbled nto the business

Today the company 1s the largest steel
merchant outside the Transvaal After-tax
profits this year were R2,6m and earnings
per share rose from 7,1¢ 1 1982 to 14,5¢ this
year

Smaller Winnikow, chairman and joint
MD with son Peter Smaller (38), says UME
began when Cecil was on an officers’ course
in Pretoria and was asked by a colleague to
find some copper tubing 1n Cape Town He
scribbled the details on the back of a ciga-
rette box without really understanding the
technicalities But he found what his friend
wanted — and more The business was born

“We called ourselves — rather preten-
tiously — Umon Metal Exchange, had 100
letter-heads printed and rented a post office

box We offered things we didn’t have to
people we didn’t know,” she says, “but we
must have been doing something right be-

cause the business succeeded ™

She says that while her late husband was a
“grassroots entrepreneur’’ and an accoun-
tant by training (as shes), he had “two left
hands

“So when Peter was born, we said the
business needed an engineer The poor kd
didn’t have a chance From day one his
destiny was decided ”

Peter studied mechanical engineering at
UCT rather reluctantly at first He decided
to persevere for a year and switch to accoun-
tancy if he didn’t hke 1t Fortunately for
UME, he did In 1968, when he was in his
third year, his father died

“I would have preferred not to come
straight 1nto the family business, but there
was no alternative,” he says Mother and son

agree they work well together, she with her
experience and financial know-how, and he

with the techmcal and trading skills

“Perhaps 1t’s an unusual business relation-
ship, but we respect each other and it’s a

successful partnership,” he says

In 1979 the business took off., says
Smaliler Based on research he had done into
the optimum location for a steel distribution
company 1n the western Cape while studying
for an MBA 1n 1971, UME moved from Salt
River to Bellville despite warnings that
they’d burn their fingers

“But we considered our moves very care-
fully 1 think that’s one of the successes of
this business Whenever it came to a deci-
sion, we thought 1t out carefully,” he says

There were obstacles along the way “but
we saw them more as challenges, and where
other people may have been discouraged, we
used them as opportumties to develop our-
selves ”

Smaller Winnmikow believes one of the
most difficult decisions 1n her career was to
go public — even though only 30% of the
shares are to be offered After 45 yearsn the
business, she 1s not even thinking of retire-
ment “I’m dreading the day when [ will
have nothing to get up for,” she says

In 1976, she marned an Israeh diamond
merchant and the couple maintain homes 1n
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Smaller and Smaller ... getting
bigger and bigger

Cape Town and Tel Aviv where they spend a
few months a year She says “another dimen-
sion”’ of her life 18 her commitment to Israel
“For over 2000 vears the devout Jews
have said in their prayers ‘next year 1n

Jerusalem,’ but here we sit tn SA where 1t’s
nice and comfortable, so to live with myself |
work hard at premoting Israel ”

Her varied activities —— 1ncluding mem-
bership of the boards of governors of Tel
Aviv and Haifa universities — give Smaller
Winmkow’s life “a nice mixture” and allow
her to live “four lifetimes 1n one,” she says

While not accepting the tag of “women’s
libber,” she believes too much womanpower
1s wasted 1in SA through lack of opportunity
and *“‘this imquitous double taxation I don’t
think women want to build roads and
bridges, they want to be managing directors,
and we are so short of people for managenial
positions

Her son, a former first league squash play-
er, 15 married and has three chidren He
likes boardsailing when he can get away to
his west coast holiday home at Church Ha-
ven

But he’s also very much involved in his
business He s chairman of the Cape Town
branch of the Institute of Steel Construction
and an executive member of the National
Steel Merchants Association o

—
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TIGHT controls on expenditure
and assets enabled Metal Box
SA to exceed 1ts interim fore-
cast of lower earnings and post
better results for the year to
end September.

Bottom-line earnings rose from
94,1c to 55,6c a share despite a
near-doubling 1n the tax hil

But the better tone was reflected
1n the declaration of a final divi-
dend of 14¢ to boost the total payout
for the year by 9,1% to 24c (22¢) a
share

At the half year, earmings were
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down by 4%, but trading mimproved
In the second half with turnover up
by almost 19% Turnover for the
year rose 167 to R830,6m (R716m)

The strict controls and rationai-
1sation translated the higher turn-
over mnto a 35% improvement in
operating profit for the second half,
This offset the 10% fall in the first
half to give a rise of 9% on the year
at R58,8m (R54,1m)

The ligher proftt, combined with
effective cost management, gen-
erated a strong cash flow which

resulted 1mn a reduction of borrow-
ings of R45m Fmance costs fel]
from R13.1m to R10,5m

Pre-tax profits rose 19% to
R54,5m (R45,7m), but the recovery
was largely negated by an increase
in the tax bill to R16,5m (R8,8m),
mainly because authorities phased
out capital mvestment allowances.

Despite the difficuity n fully re-
covering raw matertal cost in-
creases, all divisions improved op-
erating profits with the exception
of the glass drvision, which recorg-
ed an mcreased loss for the year,
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* PRELIMINARY RESULTS AND ORDINARY DIVIDEND ANNOUNCEMENT *

' Year ended 30 September 1986

“:1«1? r

w ¥ upon which earnmgs per.
" shareis based (000 s)., 68153 68153

_.‘ 7 1

pee Earnmgs per .- g

K *‘-‘*‘*‘ ordinary share . (cents) 55,6 54,1 3
- Dividends per "’-f&f i

;; " ordinary share ;" (cents) 24,0 22,0 9
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¥ COMMENTS ON RESULTS

I‘H i‘f

.;é%.Earnings per shareexceeded those of last year, whichis

P 4 an improvement on the forecast given at the time of
lssumg the intenm report in May.

-"Hr*"irf

}

. The 19% mcrease In profits before taxation reflects the

v ¥benefits of tight cost control, rationalisation of certain

* production units and fower net finance costs due to
much improved cash flows and lower interest rates The
. benefit of these factors was, however, iargely negated

1* ' by the increased taxation charge resulting mainly from

("

" the phasing out by the authorities of the caprtal
s investment allowances.

, Despite the difficulty in fully recovering raw material cost

s Increases, all divisions improved their operating profits

‘i.

¥

with the exception of the Glass division, which recorded
. anincreased loss for the year

The highiight of the year was the strong cash flow which
» Tesulted in a reduction in borrowings of R45 million

- brought about by the improved operating result,

?t E:f The audited consolidated resutts of the group for the year are as follows ‘ AV ""fﬂ
qﬁ;"f*ﬂ : TS i:*'.; - ‘ Jﬁ*ﬁl‘i‘dﬁl )
* *GROUP INCOME STATEMENT effective control over working capital and relatively
;f‘ F‘ SELE *b";“ﬁ et 8 1986 1985 7% low capital expenditure This fact, together with
PRSIt nmamde o+ R0O00’s RO00’'s change the shghtly improved earnings, has led to the
”Ei”*! ‘j‘ 4 P ’ - nJt
" Tumover - /.. 830659 716027 16 decision to increase the final dividend for the year.
‘ *'ﬁ}fﬂ Operating profit . 1 b, ., 58842 54167 g ANNUALFINANCIAL STATEMENTS
e Netfmance costs % 4% . 10569 13128 The annual financial statements will be
5 oy | despatched by the end of November.
i+ - Profitafterfinancecosts 48273 41039 18
Rk Income frorn*lnvestments 6259 4747 ANNUAL GENERAL MEETING
At X2 The annual general meeting of the Company will
- Profit before taxation’ 54532 45786 19 be held on Wednesday 14 January 1987 at 11h00
Taxaton - ... - 16568 8870 at the offices of the Company.
w z;ﬂgh?:be];tt?}xagon it p 37964 36916 ganehalf(thhe BOE}I’d
i rown (Chairman
preference shareholders 50 50 P L Campbell (Managing Director)
" ~ ordinary shareholders 37914, 36 866 3 6 November 1986
z-e N ST :
* Number of ordmaiy Shares |

DECLARATION OF FINAL ORDINARY
DIVIDEND NO 71

Notice i1s hereby given that a dividend of 14 cents
per ordinary share has been declared and is
payableto shareholders registered in the books of
the Company at the close of business on 28
November 1986. The ordinary share transfer

register will not be closed for purposes of this
dividend. s

Cheques will be posted to shareholders on or
about 16 January 1987 The dividend is payable In
the currency of the Repubilic of South Africa. Non-
resident shareholders’ tax at the applicable rates
will be deducted from the dividends payable to any
shareholder whose registered address is outside
the Republic of South Africa

By order of the Board X

G V D Duffey (Group Secretary)

Sandton

6 November 1986

REGISTERED OFFICE TRANSFER SECRETARIES

Nampak Centre Rand Registrars Limited

114 Dennis Road Comer Northem Parkway &

Atholl Gardens Handel Road

Sandton Ormonde

2196 2091 )

(P O Box 784324 (P O Box 82549 Member of the
SANDTON, 2146) SOUTHDALE, 2135) Burlow Rand group



Ti6 "BUSINESS DAY, Friday, November 21 1986

RELATIONS between the primary and
secondary steel sectors have of late be-
come Increasingly strained

The secnndaryﬂ; sector 18 clamouring for
Competition Board intervention, while the
manufacturers — the Rolled Steel Produc-
ers (RSP) — say they are doing all 1n their
power to keep prices within reason, and
refute claims of price fixing

The Independent Wire Converters’ Associ-
ation (IWCA) says since the abolition of price
control in July 1985, prices of wire rod and
remnforeing bar have increased by 50%

Not so, says Iscor which 1s the main RSP
member, and points to a 13-month period
when prices remamed stagnant

The mdependents say that two items, wire
rod and reinforcing bar (73 10 10 and 73 10 40)
represent over 20% of domestic steel pro-
duction — about 1-million tons

Trade and Industries Minister Dawie de
Villers 1s on record as stating that the new
policy of “selective tariff protection” would
lead to greater competition and more flexi-
ble pricing

UME shares offer closes today

Industrial Staff

AN offer of 5,4-milhion shares n Cape

steel merchants UME Limited closes
today, says the company

The offer of 2,3-rmlion shares to the
public and 3,1-millron to staff and assocr-

ates has been pitched at 130c, with a
forecast dividend yield of 6,2% based on
the offer price

A total of 18-mullion UME shares are
expected to be listed in the industrial/
engineering sector of the Johannesburg
Stock Exchange as from December 4

I MICK COLLINS I

This has not happened, says the IWCA

“His statement 1s contradicted by the
facts Cartels and exploitation of prices are
the direct result of the new ‘protection’

“Prior to July 1936, a reasonably com]]s}etl-
tive situation existed between the mulls ”

Representations by secondary industry
that the ad valorem dut% was defective
were made to the Board of Trade, but go far
nothing has happened

The IWCA now says the BoT 1s perceived
as representing the interests of just the pri-
mary sector

Background to the dispute 1s complicated
The successful anti-dumping measures or ad
valorem system of protection introduced 1n
July 1985 effectively shut out all imported
wire rod

But one has got to go back even further to
when Haggie Rand took over the manage-
ment of Iscor’s wire interests, which had
been making losses,

The IWCA claims that Cape Gate, operat-

ITC acts
on umports

Industrial Staff

| AS part of its ongoing re-
examination of the US
| steel industry the US In-  tjon,
ternational Trade Com-
mussion (ITC) decided ear-

THE Indepen
(IWCA) has repeatedly called on government to probe
the pricing structures of the steel industry

It says the current price levels of R730 a ton for
wire and remnforcing bar at the coast reflects the
shutting out of imports and protection afforded to the ;
producers by the Board of Trade "

The IWCA says ]
not be misled by Iscor’s claims that steel price in-
creases have been a modest 13,8% a year. Lo

IWCA chairman Robin Bosomworth has long cham®
pioned the cause of the independents and says -
sation flies in the face of Competition Board legisla:

i,
INDUSTRY
o

far
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ing under Iscor’s “price umbrella” eroded
the steel giant’s wire interests, making pri-
vatisation necessary.

Then came the saga of the Zimbabwe
company Lancashire Steel, which the inde- |

Eg:gle:utss Ellalm was successfully shut out by |
eans

“The ehmination of competition has taken
place through differential pricing to subsid-
1aries and assoctated compames, and the
prevention of cartehisation on end products
untll rationalisation 1s complete

“It 18 only a question of time before all
wire products fall under the control of the
cartel and prices harden mn line with the
RSP’s concept of orderly administered pric-
1ng,” says the IWCA

The independents now also claim the dom- |
estic price of reinforcing bar and wire rod is
about R200/ton higher than it should be,

A decision on the furore 1s being awaited
from government, which has dechned to
comment, saying the matter is still under
investigation

dent Wire Converters’ Association

government and the public should

carteli-

He says “It illustrates the contradiction within
government

policy and the ineffectiveness of the au-

lier this week imports of
forged steel crankshafts
from West Germany, UK,
Japan and Brazil might
be mjuring domestie -
dustry

The ITC findings were
by votes of 6-to-0 in the

| anti-dumping act cases
| involving imports from

West Germalclly, Britamn
and Japan, and by a vote
of 5-to-1 in the separate
countervailing duty inqui-
ry covering the imports
from Brazil

The mmports last year.
from all four cotuntries

amounted to about'

US$H0m, according to ITC

| afficials.

thorities to withstand the pressure of powerful vested
interests that profit from government protection.

“By defimtion, 1t creates an exclusive and privi-
leged industry for the few.” Y

Bosomworth says it 15 the prescription for social, §
political and economic failure. ¢ '_
He believes the best stimulatory package. for all
industry would be the relaxation of protectionism.
Invariably in an economic, social and political
sense, he says, South Africans are overprotected at
someone else’s expense. :
He says “Differentiating between the protection of
vested interests and the individual is where wise

gww;t - ed: 1 ty f
“What the country needs is equa opportunity for §
24 aﬂogﬂl do the

all.t'l"he natural enterprise of individu
res
“In SA we are suffering from too much ideological

* protection, too much interference, too mueh paternsa

1sm and too much government.” _.
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Steel giant reacts to allegation

Iscor 1ssues ‘open
books’ 1nvitation

ISCOR has issued an open mnvitation
to the Namibian government to “in-
spect our books” 1n the wake of alle-
gations of abuse of mining conces-
sions at 1ts Imcor Zinc mine at Rosh

Pinah

“We have nothing to hide,” said Iscor
MD Willem van Wyk

Iscor used the commissioning late last
week of 1ts Rom capacity expansion at
Rosh Pinah to criticise Mr Justice
Pieter Thirion’s allegations of irregular-
ities 1n the mine’s pricing basis for zine
concentrates

Namibia’s interim government’'s Min-
ing Minister Andreas Shipanga said a
committee was being appointed to draft
a minng policy for the territory based
on Thirion’s findings

Secretary of Economic Affairs Pret
Kruger told Business Day that with
minor exceptions, Thirion’s proposals
were acceptable “A White Paper will
eventually be drawn up to implement
that policy,” he said

HAMISH McINDOE

The Thirion Commussion of Inquiry
presented s report, which carries evi-
dence of alleged over-mining, tax avod-
ance and transfer pricing by several SA
companies, at hearings in Windhoek ear-
her this year

Iscor Sentor GM (Mining) Ben Alberts
said the commission had made no at-
tempt to contact Imcor Zinc for infor-
mation during 1ts investigation

Alberts added that Iscor was drawing
up a detailed submission to the inter-
departmental Committee of Inquiry mto

the Thirion Report aimed at refuting the |

%ommlssmn’s findings agamst Imcor
Ine

Iscor holds a 51% stake 1n the mne
with Kahan-family concern Moly Cop-
per holding the rest Production at Rosh
Pinah rises by 256% to a milling capacity
of 50 000 tons per month with zinc con-
centrate output rising by the same mar-
gin to 57000 tons per month

——
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LEAD

Facing a squeeze

Old car batteries are losing their appeal for
the scrap metal trade It 15 not worth mer-
chants’ while going out of their way to collect
batteries because lead prices are so weak

It 15 a sign of the squeeze that the scrap or
I secondary lead market faces in industrialised
couniries Many secondary smelting and re-
finmg plants have been losing money since
lead prices fell from an average US54,6¢/1b
in 1979 to 17,7c last year In sterhing, prices
tumbled from £568/t to £307/t

A few weeks ago, cash lead fell briefly
below £240/t on the London Metal Ex-
change, a 10-year low It has since rebound-
ed back marginally above £300, but 1s still
below last year’s average

The impact of low prices has been aggra-
vated in the US by tough environmental
legislation, which has raised operating costs
beyond endurance for some companies In
the past three years, about 20 secondary
plants have closed across the US, leaving 28
More mught close after July 1, when a new
Environmental Protection Agency rule
comes 1nto effect which will force smelters to
take out costly extra insurance

In Europe, environmental controls are less
stringent But five out of about 50 plants
have closed since 1982 Some new smelters
have been built 1n developing countries, but
Western secondary refimng capacity has fal-
len 1n the past three years by 6500001 to
2,78 Mt, says the International Lead and
Zinc Study Group (ILZSG)

The groupsays *“It1s now apparent that in
many fully industrialised countries the
secondary lead sector 1s undergoing a struc-
tural change, rather than passing through a
particular severe cyclical downturn ™

100

Secondary producers are more 1mportant
in lead than almost any other metal — ac-
counting for more than 40% of production
Their share grew steadily throughout the
Sixties and Seventies on the back of the

relentiess expansion of demand for vehicles
It was widely forecast that, buoyed by

rising prices, secondary producers’ share of
the market would continue to grow to per-
haps 50% as the increase in vehicle sales in
developing countries encouraged the build-
mmg of more recovery plants

But the recession of 1980-1981 brought a
fall in consumption from which the market
has not yet recovered Consumption in non-
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Socialist countries last year was 3,9 Mt
against 4,2 Mt 1n 1979

Secondary production had to bear the
brunt, falling from 1,9 Mt 1n 1979 t0 1,6 Mt
last year The flow of lead from mines and
primary smelters was virtually unchanged at
about 2,5 Mt, despite the fall in prices This
was because a lgh proportion — about two-
thirds of Western production — 1s produced
from ores contaiming other metals, principal-
ly zinc and silver .

Rising zinc and silver production, 1n Can-
ada, Mexico, Australia and elsewhere, will
result 1n “imnvoluntary” lead production re-
gardless of the lead market

This bodes 1ll for secondary producers
They had a rather larger share of the market
in 1984-1985 than they might have expected, |
because of reductions 1n mine cutput 1n the
US and Austrahia (because of stnikes), and
Canada But in 1986, mine production is
expected to recover I

The long-term picture looks no better
Smce 1960 lead prices have fallen 1in real
terms by more than 30% in US dollars Only
copper among base metals has dechned more
sharply Zinc prices, by contrast, have actu-
ally rsen about 10%

Underlying this 1s the fall in consumption
In virtually every market except vehicle bat-
teries consumption has fallen sharply — par-
ticularly the US, where environmental con-
trols have been introduced most rapidly

The 1LZSG concludes that consumption
will stay static or grow by 1% a year, at best, |
to the end of the decade, when 1t will still be
below the 1979 peak With refinery capacity
well above consumption, there 1s likely to be
continuing downward pressure on prices

Financia]l Mail June 20 1986
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& Pr%forla Cdrrespundent
scor has, produced a bumper -
R185 millwn profit this year —
wiobahl} Ahe best in the cor-
oration’s history — and is to
gay out a dividend for the first
=time 1n 14 years
v Although a profit was expect-
ed, 1ts magnitude — R185,3 mil-
vlion for Iscor Limited and
+'1163,3 million after tax for the,
edscor ‘Group — will come as a
surprise to many
#f For Iscor Limited, the major
eacomponent of the Group, the
#Hetprofit is about 250 percent
greater than its best perfor-
swnance in the last ten years
pwhen it totalled R77,4-million in
1930
It also totally dwarfs last
year’s R8,9 million profit
Without taking the dimmnish-
I’ﬁi“g value of the rand into con-
"sideration, this year’s perfor-
mance is arguably the best in
the corporation’s history
Details of the massive profit
urge were spelt out by chair-
an’s Mr Floors Kotzee in the
annual report, released today
He said the profitability could
W

umpe

be attributed to an increase of
401 000 tons imn steel products
sales “higher income from iron
ore expurts higher steel export
earnings because of the low
value of the rand and greater
productivity and cost savings at
all centres and subsidiaries.

R9-m tax
The group paid R9 million in
tax, and Mr Kotzee said “ 1t

is therefore a pleasure to be 1n a
position to announce that the
Iscor Board has declared a 7,5

percent dividend on all classes
of 1ssued shares

"This dividend, which will
amount to some R65 million,
takes into account Iscor’s divi-
dend cover objective and is the
first that Iscor has been able to
pay to the State since 1972,” he
said

But in spite of the massive
profit Mr Kotzee 1ssued a num-
ber of cautions in his report

He warned that the negative
effects of sanctions on Iscor ex-
ports, and the Group’s profit-
abihity, made the future pay-
ments of dividends uncertain

| years (g%
éIscor produces ;

r prof

Mr Kotzee said the oversup-
ply of steel in the world mar-
ket’s continued, with demand in-
creasing by only one percent in
1985 At the same time a num-
ber of developing industrial
countries had entered the mar-
ket, aggravatmg the world-wide
problem of surplus capacity and
low prices

The oversupply has led to a
nuniber of countries imposing
trade restrictions, including im
port-export quotas, voluntary
restraint agreements and con-
cealed subsidies

He said domestic steel prod-
uct sales had been affected by
the weakenmng of the economic
situation, and a three percent
drop 1n local demand

While certain measures an-
nounced by the authorities, and
import replacement, should
have a possitive affect on local
steel sales, a recovery in the
South African economic condi-
tion would largely depend on the
degree to which the nternal po-
litical stability could be ensured
and business confidence re-
gained
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Iscor pa
R65m

ISCOR has boosted group profits by
600% and paid 1its first dividend —
amounting to R66m — tggoverne

, In
fourteen years %L{D L. | &fﬁ |

'+ But loss through'sanctiobs of two kes
, .Steel markets since September means
Iscor 1s unlikely to maintain this pace
of earmings 1n 1ts current financial year

Ja the year to June, pre-tax profits
leapt to R172m from R24m

Turnover mcreased by 256% to ,1:1‘,13‘,9111
when steel sales rose by 400 00 tons to
q 5 7-rmlhon tons and the iron ore division

il had higher export earnings.

t  Describing the outlook for Iscor’s
| bottom line 1n 1987 as uncertain, chair-
I man Floors Kotzee told Business Day
i yesterday ‘“The objective 1s to run our

plants at full capacity — as we are
doing now”

He said no detailed breakdown..of
Iscor’s earnings would be disclosed 1n
1 the wake of sanctions 843

But he re-affirmed Iscor’s aim of
routmg steel tonnages, lost through
European Community (EC), Japanese
and. US sanctions, to other markets.
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It was smiles all around n the Iscor board-
room when the iron and steel glant an-
nounced this week that pre-tax profits have
soared to R172m 1n 1986, following a modest
R33m in 1985

For the first time since 1972 Iscor has
declared a 7.5% dividend on all classes of
1ssued shares, putting a welcome R65m 1n
government’s pocket

But, admits Iscor chairman Floors Kotzee,
this success could be short-lived “There1s no
doubt that sanctions could affect us nega-
tively,” he tells the FM, “and we don’t ex-
pect more than a shght improvement in the
domestic economy next year

Sanctions already imposed by the US and
European Economic Community will affect
next year's results

It 1s no secret that exports have kept Iscor
above water and the low rand has been a
sigmficant contributor to profits Although
detailed figures on exports are not available,
it 15 widely assumed that about 40% of Iscor
production 1s exported

But, says Kotzee, sanctions are not the
only unpredictable element *“As we offer
secure employment, we have enjoyed good
labour relations till now, but 1t is difficult to
maintain relations with politicised unions
who have little interest in the welfare of the
company

Improved productivity

Nevertheless, continued efforts to improve
productivity, through new technology and
market-orientated management policies was
also an 1mportant ingredient of Iscor’s 1m-
proved returns Labour productivity, mea-

t sured against a base of 100 in 1980, mm-

proved from 117,8 1n 1985 to 131,2 this year
and management expects 1t to improve to
140 next year

Sales of fimished steel products went up
from 5,28 Mt to 5,67 Mt The Vanderbl-
park plant now accounts for 62% of sales,
while Newcastle, Dunswart and Cisco (the

t Cape Town Iron and Steel Works) also con-

tributed Only at the old Pretonia plant pro-
duction dechined last year, but hquid steel
production increased at all five centres

Kotzee 1s non-committal on privatisation,
but 1s convinced that Iscor can stand on its
own feet 1n the private sector “We are run
like a private company, so if the shareholders
(Iscor 1s almost wholly owned by govern-
ment) want to sell some shares, that’s no
problem,” he tells the FM

Although Iscor 1s in principle committed
to free market policies, 1t still wishes to enjoy
a measure of protection agamnst dumping

Kotzee believes the low rand and the 10% |

import surcharge, together with the tanff
system, have kept out imports The situation
will have to be reviewed, particularly 1n the
possible event of the removal of the import
surcharge, he adds

In the meantime Iscor will carry on with

76

|
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its capital expenditure policy This should
increase from last year’s R335m to R400m
— with work on the Kohle Reduktion Plant
1in Pretoria, a continuous slab casting mach-
ine at Vanderbylpark, and the provision of
electromagnetic stirning facilities at New-
castle _ t \.\\~-_NW
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Iscor slag explosions z¢f A,

JOHANNESBURG — Red hot slag (metal waste)
caused a serres of four explosions at Iscor’s
Vanderbijl Park plant late on Saturday night, an
Iscor spokesman said yesterday The spokes-
man, Mr N Schoeman, said the explosions —
which occurred at 10 40pm — were caused by the
slag coming 1nto contact with water on the out-
door dump after 1t had rained in the area Ar
Schoeman said no damage was caused and no
one was injured 1n the blasts
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down in general, althou

change rate has seen the value of
sales for all menufacturing leap

s Stll hugher |

An Assocom spokesman Hays
1930 manufacturingo ﬂEurea. on
is based

ey —

9189 kot apys the annval re
nort of
ho B A nglo American Industrial Cor-
esylee  poration (Amic) '
»  And figures for domestic

ferrous casting production reflect a

utilisation level
*-nuia\m well below normnal production.

of Com-

h merce (Assocom) figures c:]p tiu
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June 1986 show total shysl
p
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it r

, are

gtill higher than those of 1988 and
volume of production i3 still down
This year's Treliminary figures
cal volume of all
manufactured gruduﬂtlun list

2 June at 95,6,
ot 97,9, against the 1980

The manufacturing index lista.

y I
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1980 {
Jan 80
Feb 948
May 101,4
April. 96,6
ay 99,7
f}ﬁplled to the metals industry in
particular, Assocom figures show

Total physical volume of manufac-
tured production.

Stecl May 86, 58, May 85, 94,
Non-ferrous metal Industries May
86, 114,3, May 85, 104

Metal products excluding machin-
ery: May 86, 84,5, May 85, 87,7
Machinery equipment excluding
electrical May 86, 73,1, May 85, 77

Production. value of sales.

ghe Assocom spokesman says
ese reflect actual value of aales,

from which inflation must be de-

ducted and figures which are not

available)

Totzal sales figures for all manufac-
turing

May 86, R8 776,5m, May 85,
R6031,0m.

Stee] May 86, R612,1m, May 85,
R501,7m
Non-ferrous metal industries May
86, R166m, May 85, R145,6m
Metal products excluding machin-
y 86, R468,6, May 85

R438,7m
Machinery equipment excluding
electrical May 86, R332,6m, May
85, R251,1m

The Amic report sald heavy

A §

" INDUSTRIAL
PREMISES

Warehousing, factories and small business work-
|- shops, all of varying sizes and, at reasonable rates
immediately available in Springs on the East Rand.

B " Contact Andre Bergh, East Rand Warehousing,
. 818-2167 for further details or to arrange to view
premises.

70 x 3,35 metre vertical kiln complete with associ-
ated motors, gearboxes etc.

Contact Olly Bergh at Celcon Developments,
Springs 818-2167 for further details or to arrange
to view,

N

y industry 18
laisevere recession

THE foundry industry has ex-
! perienced severe recessionary
oY nu conditions since 1985, with cut-
taznd packs in demand accompanied

-0 ';ﬁ by a fiercely competitive mar-

engineering giant Scaw Metals was
able to take advantage of the weak
rand in the export market. Al
though domestte demand for rofled
steel products showed a decline
last year, it was thus able to fully
use avallable mill capacity

The outlook for foundry products
this year remains uncertain and no
gignificant short term Improve-
ment is expected

Sales of grinding media are ex-
pected to be steady, provided gold

and platinum mining activitles
continue at stable and satistactory
levels

A slumE

Springs-based Cumar Resistant
Material MD Trevor Mingard says
although there was a slump at the
start of the year, business began
pleking up again in July

The company manufactures ce-
ramic fibre and supplies the heavy
engineering induslﬂ' with refrac-
tory linings Fry’s Metals MD Tre-
vor Lake, whose company has a
major market share of SA’s lead
and solder business, sees next
year’s business as remaining at
more or less this year’s levels

Johnson Matthey MD K E Davis
believes sanctions offer opportuni-
ties of Increasing business.

And a spokesman for Bosworth
Steel Structures, which makes
heavy engineering pulleys for
mines and forgings, says deaﬂlte
cashflow problems turnover this
year Is up cn 1885 to date

EAST RAND

- sl -

Heavy Engineering

Edited by
MELANIE SERGEANT

Scaw Metals 1s
forging ahead

SCAW METALS was formed in the 1620s It moved to
its Union Junction site, Germiston, in 1936 when de-
mand for products increased so much it found its
Eloff Street, Johanpesburg, site becoming too small.
Production at the 4%ha Union Junction site started
in 1942, and ineluded the manufacture of munitions.
Seaw and subsidiaries employ about 4 000 people.
Products fall into three main categories iron and
stee] casting, rolled steel products, and cast and
fm:?ed grinding media
he company’s production facilities include a di-
rect reduction’ plant, steel melting and continuous
casting plants, three rolling mills, steel and jrom
foundries, a machine shop, forging and casting plants
for grinding balls, and a wheel plant
ell-eq Fped laboratory facilities ensure high
standards of quality control.
The foundry division manufacturers a large range
of castings
Customers include Sats and the power-generation,
cement, mining and general engineering Industries
Licensing and technologlcal agreements with
major Internatienal companies, and Scaw's continu-
ous programme of product development, have estab-
lished the company as a key supplier of locomotive,
passenger and {reight-car components, cast-steel rall-
way wheels. and specialised earthmoving equipment,
such as excavator buckets and ground-engaging tools
Scaw's main subsidiary companies are Flather
Bright bteels, a supplier ol bright drawn bar, Scaw
Ltd, which operates a gclndin -ball plant and foundry
in Zambia, and Rand Scrap Iron & Metal Company,
which processes and markets scrap raw materials
Scaw has a 35.6% interest in Haggle Limited
Major capital projects scheduled for completion
this vear are the erection of a high-chromium ball
\ant and heat-treatment furnance, and the installa
on of a ladle furnace and related equipment to
increase the capacity of the main No 8 melt shop

Union started small

WITH about 10 000 of its locomotives, coaches and

spectal vehleles in operation, Union Carriage is one of
e largest firms of its type in the southern hemi-

sphere But its S&rinfs beFltmin were small.

In the late 19503 SA Railways (now Sats) was anx-
fous to encourage the establishment of a local car-
riage-buillding industry and sent out inquiries for 332
officials’ and artisans’ coaches

The Comeng Holdings group, of Australia, when
tendering for these coaches, undertook that it its

quotation was successful it would establigh a factory

in SA to build them — so Unlon Carriage was founded
in December 1957

Probably the most difficult task was training arti-
sans able to produce work of good enough gquall

A contract for electrified suburban coaches called
for two initial train sets, which were produced in 15
months and delivered in early 1961

Union built electric locomotives next — a logical
move from building electrified suburban stock.

The company was now aupglglng an increasing
share of SAR equipment, so that 5A's need to import
rallway rolling stock was over; in fact, Union started
exporting by the mid 19603

n 1989 a portion of the Comeng Holding sharehold-
ing was sold to Anglo American and General Mining,
50 allhuufh Comeng remains a major shareholder, the
two local shareholdings place control firmly in SA.

Fry’s lead in lead

FRY'S Metals is the largest lead supplier to indus
in SA - in either refined soft or alloy form, says
Trevor Lake

The company produces lead ingots and alloys from
serap metal, batteries, cables and battery plates and
then resells the metal to major battery and cable
manufacturer clients, ineluding Willard, Chloride,
Raylite, Sabat and Dixon

rfar‘t from its Wadeville plant, Fry's has one in
Port Elizaheth and another in Cape Town, as well as
associated plants in the metals group In Krugersdorp
En"lj‘hzulEl}ga?qﬂ d th loys 150 le, of

e Fast Rand operation employs 150 people, ©

whomn 40 are skillecre ° P

Volume produced at Wadeville 1s 25 000 tons a year

— [ —— el —
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For the first time this decade,
Union Steel’s impressive profit-
able trend has been wrecked by
a massive loss, and no reversal
1s forecast for this year

Recession 1n the steel indus-
try has taken its toll on the cor-
poration which, with its massive
ifrastructure, 18 experiencing
under-utilisation 1n some plants

Major cutbacks in the dom-
estic engineering market has
forced the group to turn to ex-
porting for relief

Unfortunately, this is a hit
late in the day, export prices are
being slashed, 1n some cases re-
sulting 1n unrecuverablhty of
total fixed costs

Significant purchases of fixed
assets and capital expenditure,
coupled with last year’s loss,
saw borrowings up by 50 per-
cent and the raising of an addi-
tional R20,8 million capital.

Turnover  increased to
R264 mllion (B239 million), due
mainly to price mncreases A net
loss of RI19,5million (profit
R13,87 rmllion) resulted in a
swing of almost 250 percent

Earnings per share were a
negafive 69,3c (positive 46,9c),
and wunderstandably no divi-
dends were paid {7,5¢) The net
worth per ordinary share has
fallen 20 percent to R2,77 at
September 1985 (R3,48 per
share)

Major declines

With the share price currently
at 77c on the Johnannesburg
Stock Exchange, this represents
a mere 25 percent of its net
worth

Major declines 1 output dur-
ing the past year in the automo-
tive industry, machinery sector,
transport equipment and elec-
trical machinery has made
Union Steel a victim of the re-
cession But could it have mim-
mised the blow?

In his previous report, chair-
man Mr F P Kotzee foresaw a
downturn but did not expect the
massive loss

The group 1s engaged 1 two
sectors, steel products and non-
ferrous products The latter
withstood the downturn with a

((.':essmn puts
dent’in

Union Steel pro

profit contribution, while the
former delivered a knockout
punch with a B26,83 million loss
(R2,79 million profit)

The 1985 loss was further ag-
gravated by a R3,56 million
write-off of unexplained operat-
g expenses

Margins were under attack as
major cost elements rose drasti-
cally due to 1nflationary
pressures eleciricity up 21 per-
cent, 1mported refractory ma-
terials and alloys up 38 percent
and maintenance spares up 20
percent

Depressed market

The meagre 7,5 percent sales
price rise 1mplemented from
July 26 1985 was not enough suf-
ficient to absorb such hefty cost
hikes

The outlook for steel 1s bleak
and uncertamn, especially with
the depressed domestic market
The export market will be ex-
ploited to a greater extent

With raw material prices and
cost elements continuing to rise
in a hmghly inflationary chimate,
selling prices will remain under
constant pressure This will
have a detrimental eiffect on the
profitabihty of all steel prod-
ucts, and the losses experienced
last year will unfortunately
carry on in 1986

According to the latest esti-
mate, Mr Kotzee states that the
markets for non-ferrcus prod-
ucts will weaken considerahly

The group’s profitabihity will,
to a great extent, be influenced
by the successful operation on
the new direct reduction and
pelletising planis The latter
unit 1s functiomng according to
plan but the direct reduction
plant faces under-utilisation

Mr Kotzee warns that further
closures of yneconomic activi-
ties may be considered this year
and that there 18 a downward
pressure on prices of all prod-
ucts

The income statement Ila-
mented a disastrous 1985 with
operating income of R5,12 mil-
lion less than 2 percent of the
R264 million turnover compared
to operating ncome  of
R28,2 muliiont or nearly 12 per-

R109million  (R11,18 million)

—

Michael ,
Menot g A
on the i LT

-

Company e _d}'
beat b E

fit trend

cent of 19¢4’s R239 millwon turn-
over

Increased depreciation of
R9,1 million (R6,8 million) and
financing costs of R13,87 million
(R9,47 million) made the loss in-
evitable

Fixed assets increased almost
50 percent to R131 million
(R92 million), which resulted in
total borrowings (long-term,
overdrafts and short-term) n-
creasing 50 percent to R106 mil-
Lion (R70,4 million) Total finan-
cial costs rose 1n sympathy to
R21.8 million compared to 1984’s
R13,1 miliion

With tax losses of R54 million
at September 1985 and further
losses predicted for this year, it
will take a number of years be-
fore the tax man collects any-
thing from Union Steel

My guess 1s that it will be
about 1992-3 at the earhest be-
fore the receiver gets a cent

The working capital situation
has deteriorated alarmingly
from R27,9 million net assets in
1984 to a mere R2,2 mithon at
September 1285

Rights issue?

The ratio of current assets to
current lhabilities has declined
to 1,02 to 1 (1,37 to 1), while the
ratio of current assets less
stocks to current liabihties 1s
now only 0,45 to 1 (0,60 to 1) pri-
marlly due to the R60,8 rmilion
stock at September 1985

Increased borrowings or an-
other rights 1ssue from ordinary
shares this time will be neces-
sary to fund this year’s losses

I guess that before the year 1s
out, a rghts 1ssue of one share
for every one held at, say, 70c
will be offered

This will raise about R20 muil-
lion again which, hopefully,
should be enough to fund the
new losses

The board should get crack-
ing, as the additional amount
will also save interest

Some smart financial man-
agement, planning and a posl-
tive mental attitude 1s needed if
this battered ship 1s to sail into
calmer waters

i
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l workers
ion strik

| More than 4500 workers are on
|| strike at four plants of Anglo
1| American’s Highveld Steel 1n
Witbank after the dismissal of
I four colleagues
Plants affected by the Metal
and Allied Workers’ Umun
(Mawu) stoppage are nghveld
Steel, Vantra, Rand Carblde,@nd
Transal]uys 1
“Workers are demandlng ‘the
remnstatement of four workers
thsmmsed after a national one-
hour stoppage recently in pro-
'test agawnst the Steel Enguieer-
hng Industries Fen:ler:autmnrziE of
'SA’s refusal to negotiate a liVing
wage, " said a umon spokesrhan
* Highveld Steel would say only
that talks were cnntmumghf;.ylth
‘the union )
“All the workers whu»took
part 1n the hour-long stoppage
were given written warnings by
tthe’ company,” said the union
. spokesman '
| L “Seven workers who already
had warnings were then dis-
'missed The umon’s shop stew-
ards appealed and three work-
_€rs were reinstated ” 4o
Workers at the plants have
nb]ected to the dismissal of the
! other four and have accused the
"anagement uf being dlctaturl-
al

xS _ o L """‘-:“A




Stee WOT.
LM onmmanganuwurkersareonstrike

at Highveld Stee! plants in Withank to -
ﬂeimnd the reinstatement 6ffour work-; .- w‘ﬁ- Logn G e o
‘ers who were dismissed after a national [iAbout 3000 workers have been on a
' one-hour sto mﬁ%ew thousandsof mhta'l : fwapestrike at seven Sentrachem factor-
gwnrkers in o7 . Lo 3,368 1n the Transvaal, Orange Free State
An Anglo American spokesman de- ;and Natil for more than a week, De-
E:c]ine-ﬂ to comment, but confirmed that mands by the SA Chemical Workers’
1alks with the Metal and Allied Workers’ Union (Sacwu) include a R250 increase
Union (Mawu) were taking place. on minimum rates. The present mim-
Mawu sai ilants affected by the mum is R400 a month

strike were Highveld Steel, Vantra,
“Rand Carbide -t Trarisalloys. CiNearly 2000 Tembisa Town Council

oyees who went on strike on Mon-
o The one-hour stop gage by Mawu ?i;npér% demanding a mymmum wage of
smembers in April was in protest agdinst-pwing” S o4y $apas Tembisa corce-
uthe wage offer g‘fﬂghesttfe and Engineet™ “spondent reports that workers also
 ing Indusiries Federation of SA ( ) Jocked themselves inside the offices

. Mawu said workers who took part after management said pay would be
nwere given warnngs by the company. aegueted from & workersp grho stayed

“Four workers who already had wammgs
wwere dismissed. ~away on March 14 to aftend-afuneral.
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STOCKS OF PRIMARY & SECONDARY
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Steel sto
down 7,9%

b

STOCKS f;f p:;xfnary and secondary ‘
steel prpducts on hand for March
1986 dedreased by 7,9% compared
with March 1985

Tigures released by the Central
Statistical Service 1n Preforia yes-

e, terday show that stocks of

3

e
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— primary, profile and flat
products decreased by
"11,0%, 5,9% and 8,0% re-

spectively

The basic ron and steel
industries were the main
contributors to the de-
crease 1 primary steel
products on hand

L)

A general decrease oc-

curred 1n the stock of'pro-

file products, and the de-
crease In the stocks_ of
slabs '(mnus 4,9%), plates
(mmus 13,1%), tin plate
(mimnus 39,7%) and flat
roducts of stainless steel
mtnus 22,5%) were main-
ly > responsible for fhe
overall decrease 1n flat
products
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Mixed feelin

Own Correspondent

JOHANNESBURG —
Raival steel producers
are ready to follow Iscor
in knocking 4% off the
price of delivered steel
to the Eastern Cape

However, industry of-
ficials yesterday ex-
pressed alarm at govern-
ment’s 1nvolvement 1n
bringing down the price

Government’s aboli-
tion of steel price con-
trols last July had freed
the 1ndustry to set its
own levels, they said

Industry Minister
Dawie de Villiers an-
nounced this week Iscor
had bowed to a govern-
ment request to cut its
steel price to the East-
ern Cape from October 1
1n order to assist indus-
try in the depressed re-
g10n

—

concession

He sard Iscor had
agreed to bear part of
the cost of transporting
1ts steel from the Reef —
d concession that will

cost the corporation
about R2m a year

In a guarded state-
ment yesterday, Iscor
would say no more than
“government asked us to
do something to assist
industry in the Eastern
Cape, and we agreed”

Other steel producers
are already looking at
ways of matching Iscor’s
price cuts to the Eastern
Cape 1n order to remain
competitive

Highveld Steel sales
manager Jan Gunn said
yesterday “It will cer-
tamly put pressure on

gs over I

other producers We will
probably have to mateh
this eventually ”

However unpopular
among steel producers,
the steel price cut — de-
scribed by Dawie de
Villiers as one of several
meastres being consid-
ered to alleviate econo-
mic problems in the
Eastern Cape — 15 cer-
tain to be welcomed by
industrialists 1n the re-
g1on, particularly what
remains of the motor in-
dustry there

Eastern Cape 1industry
pays more for its steel
than other regions be-
cause of the high cost of
transport from Reef
steel producers The Is-
COI' concession means
they will now pay the
Same price as mndustry
in the Durban region
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