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By David Cannin

T & N Holdings’ South
African operations are to
be more closely integrat-
ed into the group’s
worldwide infrastruc-
ture, with the announce-
ment that top Durban ex-
ecutive Mr MC Pretorius
is to take up a new ap-
pointment as deputy
chairman, reporting to
London-based chailrman
Colin Hope.

At the same time,
T &N says 1991 group
resulis “have shown sat-
isfactory improvements
over 1990". It expects
1992 results to reflect
greater success.

Mr Pretorius’s ap-
pointment is one of sev-
eral changes in the SA
management structure
designed “to take advan-
tage of opportunities
opening up to South Afri-
ca”.

Mr Hope says the
changes also are de-
signed to develop
strengths “on a world-
wide basis”, and to use
the international infra-
structure to best advan-
tage. |

al links(&D

In this respect, he has
appointed product chief
executives who are re-
sponsible for developing
international strategies
in respect of technology,
marketing and sourcing.

“The new organisation |
structures of T& N Ple §
creates many opportuni- |
ties for the operations in |

South Africa as T&N
Holdings executives will
contribute towards inter-
national planning of
marketing, technical
issues and production in-
frastructure in the fu-
ture.”

Access to all technolo-
gy is open to South Afri-
ca and greater exports
will become a reality
much s00ner.

Ia his new execulive
position Mr Pretorius
“will be responsible for a
range of activities which
include corporate finan-
cial, external relations,
acquisitions and dispos-
als, review of major
capex prior to board sub-
mission, the manage-
ment of social change,
international links, pen-

sions and legal and sec- |

retarial’.
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Low-cost vehicles the main thrust
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FIVE major West European car man-
ufacturers could enter the SA market
in coming months, pumping billions of
rands into the economy and creating
new employment, highly placed indus-
try sources said yesterday.

Most of the new vehicles would be aimed
at the lower end of the market — some
with price tags as low as R15 000.

. The UK-based Rover Group, formerly

Leyland Motor Corporation, was expected
to be the first foreign car manufacturer to
open up in SA with the relaunch of the Mini.
Leyland withdrew from the SA passenger
car market in the early ’80s.

Rover spokesman Ian Strathan said
from London last night that the possibility
of the Mini coming back onto the SA mar-
ket could not be ruled out. He added Rover

was actively pursuing new business oppor-

tunities throughout the world.

However, a source close to the company
said Rover was already negotiating with
an SA partner, most likely an established
local car manufacturer, for a joint venture
to relaunch the Mini. He said the project
would require setting up at least one new
production plant, which local industry
sources estimated would cost between
R500m and Ri1bn.

The source said the new Mini would be
brought'into-$A in part kit form although
the body would most likely be manufac-
tured locally. He expected a formal an-
nouncement of the project to be made in
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coming months once the negotiations were
finalised.

Local sources said a number of Europ-
ean manufacturers had already under-
taken feasibility studies to set up new
vehicle production facilities in SA in line
with the Department of Trade and Indus-
try’s strict Phase VI local content pro-
gramme. |

Citroen, which recently expressed inter-
est in establishing a new production plant
in Namibia, was also sirongly rumoured to
be looking at SA, sources said.

Speaking from Paris, Ciiroen interna-
tional division manager Jean Paul Huertas
said the group had recently undertaken an
in-depth research study of the SA car mar-
ket, “which looked very interesting”.

Huertas said a decision on whether
Citroen wouid re-enter SA would be taken
in about a month. “We are looking at the
possibility but no decision has been taken
as yet.” r

Speaking from his company’s head office
in Paris, Peugeot spokesman Martin Alloi-
teau said the car manufacturer had been
keeping an eye on SA. However, he said
Peugeot was evaluating the loeal econom-
ic situation and no decision to return to SA

r _had . bﬁenlmade‘ln . ':h*_dh':'_r.,- -4.}?.“1#-‘—-&-11@_-“:;;1*:-.‘-" Tl

. Italian car manufaeturer Fiat, which
has a majority shareholding in Alfa
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Romeo, is also =21d to be reviewing the
stluation in SA.

Nissan SA, whick holds the local Fiat
agency, said yesterday that Alfa was keen
to expand its business in SA.

However, Nissan spokesman Stephanus
Lauhscher said Fiat was unlike!v to come
into the market throuph Atfa Homeo with-
out local backing. He said to his knowledge
no negotiations in this regard had so far
taken place hetween Nissan and Wiat,

French-manufactured Renault was also
rumoured to be about te return to SA,

“They have gond contacts here. They are
not wasling time and resources by sending
people over here to establish a bridpe-
head,” an SA source said.

Both Fiat and Renault disinvested in the
'80s when anti-SA sentiment was ruaning

high.

Another highly placed local industry
source said some of the inquiries had come
directly from the various Eurepean manu-
facturers and some indirectly. Other in-
quiries had been routed through embassies.

“It would not come as any surprise to me
if more than one came back. The inquiries
have mainly been about the local content
programme. They are obviously closely
moniloring the sitwation with a view to
opening up here.

“They wouldn't ke asking the type of
questtons they have been untess they were
serious. This is clearly just more than a
passing interest. The type of in-depth re-
search being carried out can only lead one
te the ennclusion that they are looking at
the viability of these projects.”
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CAPE TOWN — Plessey
SA, taken over by Sankorp
last year, has changed its
na 0_Plessey Tellumat
SAI.]}A?(L'D“? *21/1/‘725

MD John €mple said the
DEW name was intended to
strengthen Plessey’s identi-
Ly In export markets and to
distinguish it from other
former Plessey operations
elsewhere in the world,

In the past Plessey has
served its international
markets through its wholly
owned UK subsidiary, Tel.
lumat. o

Temple said Plessey Tel-
lumat aimed to Increase
exports to 20% of turnover

In the medium term. The
company’s export drive
was focused on Africa,
Europe and Britain,

He stressed the changes

had no effect op technology
or product relationships,

Sankorp GM invest-
- ments, Derek Hunt-Davis,
has been appointed chair-
man of Plessey in SA.
—



Plessey S@
changes n '
Finance Staff @

Plessey SA, the electron-
Ics and telecommunica-
tions market leader
which became a wholly-
owned subsidiary of San-
korp last year, has
changed its name to
Plessey Tellumat SA.

Managing director Dr
i John Temple says: “The
—change stems from the
~ change of ownership and
| the choice of name is to
sirengthen our identity
in export markets and to
distinguish us from other
former Plessey opera-
tions elsewhere in the
world. ST18rC. Zl?f ) Z-
- “We have been export-
ing electronics products
from South Africa since
the 1980s and have
served markets world-
wide through our own
wholly-owned UK sub-
sidiary, Tellumat —
hence the use of that
name,

“Our aim is to in-
crease exports to 20 per-
cent of tarnover in the
medium term.”




THE chill winds of reces-
sion blasting the British
advertising industry have
orought a benefit to
South Africa — an influx
of top advertising talent.
|  The influx is likely to

continue in coming
months as British crea-
tives see the chance of
beefing up their portfo-
los by working in a com-
paratively thriving, high-
ly professional industry.

Bernstein Loxton Gold-
ing & Klein director Ar-
lene Klein says BLGK is
recruiting talent from
Britain and expects to
hire some {op professicn-
als soon. .

Many British advertis-

about the situation in
South Africa, she says,
“but the sunshine and the
opportunity to work are
tempting,

“South Africa has also
been hit by recession, but
the opportunities here
are greater than they are
in Britain, and there’s a
smaller pool of talent.”

One British heavy-
weight who has moved to
South Africa is John
Sherfield, who recently
left Ogilvy & Mather in
Johannesburg after nine
months to join Bernsteins
as senior art director.

In Britain, he says, a
large number of “very

retrenched.

Since Australia and the
United States are also
suffering economically, -
many of those retrenched
have been obliged to seek
greener pastures in Hong
Kong, Singapore and
other parts of the world,
including South Africa.

Mr Sherfield does not
believe the influx of tal-
ent from Britain will de-
prive South Africans of
jobs: “Personally, I want
to learn from South Afri-
cans and perhaps the
local industry will benefit
from the talents of the
newcomners.

“I see this country as a
wonderful, long-term op-

ing people are wary good people” have been portunity.”




construction com-
-pany in the UK, has decided to invest
in SA, having identified the country
as.unia of its primary areag of interna-
tional expansion,
=t plans to uge SA as a permanent
bdse to spearhead exports of offshore
rochemical and pil-

With government officials and
the engineering, petro-
cllemical and construction industries
last week with a2 view to finding part-
ners for joint ventures,

FAmec used mainly joint ventyreg
on a 30:50 basis in its international
ifyestments, Clark Said, with the
local partner providing construction

.the M

had been enthusiastic.
He would like to see the corpora-

within a few years to have a business
generating a turnover of about
R250m annually,

Clark saw SA as 3 base for fabri-
cating and SXporting offshore plat.
forms to Nigeria, Angola and the
west coast and possibly to Indonesia

in the Far East, Al

The internatiopal demand fer off.
shore
Clark said, with tota) world invest-
ment in offshore development fore-

cast to reach $60bn between 1993 and -

1995. Growth points identified by

Amec were Southeast Asia, Malaysia

and Indonesia.

Amee was involved in two ven-
tures with Dorbyl Engineering ang
Babeock Engineering to construet
and fabricate 80% of the topside of

Dorbyl ang Babcock aboyt extending!
the relationship into further ofishore|

projects,

Clark said Amec’s investment in!

the Mossgas project.

“We have no desire to yge large |

numhbers

design, construction, maintenance
and refurbishment of petrochemical
plants and refineries

refinery expansion, further expan-
were in the pipeline, Clarke

local partner and to invest in sophis-

ticated computer design equipment,

in SA. While |
Amec had missed the recent wave of
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Britain’s Overseas Davalop

Smuts airport yestarday after her two-day visit to SA. She sald she had discovered “a real
sense of urgency’” among the country's political isaders. * Pigture: AOBERT BOTHA

‘Violencez;

; .9211: th Jixd
KATHRYN STRACHAN

BRITISH Overseas Devel-
opment Minister Lynda
Chalker said yesterday
there was an urgent need
for economic growth in SA,
but warned that the wvio-
lence would have 10 end be-
. fore the country couid at-
tract foreign investment.

Speaking at a media con-
ference at Jan Smuts air-
port, Chalker warned there
was a shortage of interna-
tional capital as Iastern
European markeis were
also in competition for
foreign investment.

“SA needs capital if it is
to succeed,” she said, “but
there is nothing that chases
investors off more quickly
than outbreaks of vialence

in the country. m

Chalker said one of the
main priorities of her visit
was to offer support to Co-
desa and urged participa-
tion in the talks.

She said British Tanding
of Inkatha would not be af-
fected by recent reports
that it had received re-
ceived state aid.
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EARTHLIFE AFRICA is taking Thor

. Chemicals to an international tribunal

on charges of polluting one of the
earth’s most impottant renewable
assets — waler.

The case is set to be heard in
February by the Second Intemational
Water Tribunal, meeting in
Amsterdam to hear complaints of
water pollution in Asia, Africa and
Latin America. Environmenial organ-
isations from 17 countries will present
dossiers about water problems in their
countries and enter into discussions
with the companies and governments
they have accused of contaminating
the world’s water.

AN
While the tribunal does not have the
power to impose fines against compa-
nies found guilty of polluting water,
part of its brief is to publicise the
details of allegations. Thus, South
Africa’s legislation on pollution will
also be on trial. |
The Natal plant of Thor Chemicals,
which is a subsidiary of a British
multi-national, has been accused by
Earthlife of severely contaminating
the Mngwent stream with mercury.
In its indictmerit, Earthlife says this
has created sefious hazards for the

.

1L

munities downstream. The company
had refused to acknowledge publicly
the extent of the pollution, the threat it

. posed to commugities or its responsi-

bility for the contamination.

Earthlife also accuses Thor of
importing mercury waste from Europe
and the United States — a toxic prod-
uct which those countries’ environ-
mental regulations have classified as
too hazardous to reprocess.

1n July 1988, Thor denied importing
toxic waste. “We supply American

»
£
lysts and take back the waste after they
have used the product,” the company
said in a statement. “Our plant is envi-
ronmentally safe and all the local
authorities are satisfied it is safe.”

Thor’s managing director, Stephen
van der Vyver, said he had nothing to
add to the 1988 statement, but he indi-

cated that his company was sending a
written response to the tribunal.

ce worlg nal
=Ll &) G
: mmediate environment and for com=—"Cyatramid with mercury-based cata-

“=0ne of the three Earthlifé members

who will be attending the tribunal,
Chris Albertyn, is confident they will

Illllllallilll|-
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win the case. “Thor tried to discredit
us as a lunatic fringe. A guilty verdict
will vindicate our stand and warn
other multi-nationals planning to
invest in South Africa that they will
not be able to cut costs by ignoring the
environment,” he said. “We believe
the resultant negative publicity will
force corporations to review their
operations.”

The First International Water
Tribunal, which dealt with water pol-
lution in Europe, resuited in €oncrete
measures being taken by governments
and industries to address the problem.

Other African countries due to
appear before the second tribunal are
Ghana, Nigeria and Tanzania.

_
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TINY ROWLAND, chief executive of the troubled Lontho grotip, sitpped
in and out of South Africa this week on 2 mystery visit.

Deputy chairman of the multinational

group Paul Spicer confirmed Mr

Rowland’s visit, saying that “quite a few” of the 15-million Lonrho shares

bought at bargain basement

way down south to very

sensible people”.

This fuels speculation
that Lonrho is trying to
sell off some of its south-
ern African interests to
reduce crippling gearing
of more than 70%.

Talk in London is that Gen-
cor could soon be able to take
responsibility for Lonrho’s
interests south of the Sahara.

“I am not commenting on
Gencor or anyone else,” Mr
Spicer told Business Times.
“We like them very much and
they like us. But then we have
some significant friends in
southern Africa, including
Anglo American,”

Gencor has been men-
tioned as a probable buyer
should Lonrho decide to seil
some of its shares in Western
Platinum, in which Gencor
has a 27% interest.

India

But chairman Brian
Gilbertson says no meeting
was held with Mr Rowland
this week and no offer has
been made for the mine.

“But if he wanted to sell,
we would be interested,” says
Mr Gilbertson. “We have a
pre-emptive
Wesplats.”

Head of investrmnents at
Sanlam, Ronnie Masson, is

right on

unaware of Mr Rowland’s.

visit to SA. A spekesman for
0ld Mutual world not com-
ment on the Lonrho chief’s
visit. - .

Mr Spicer says: “Whenever
he travels like this it has one
purpose — to act in the inter-
ests of Lonrho and its share-
holders. That is as much as I
will say at the moment.”

Nothing should be read
into Mr Rowland’s discreet
visit — his first acknowl-
edged trip since September
1971.

“I can certainly confirm
that he was in South Africa
and he was moving at a po-
litically very high level be-
fore going straight to India.”

Lonrho is eager to scoich
suggestions that Mr Rowland
is another Robert Maxwell,
the British tycoon who
drowned last year when his
business empire foundered,

Rights

It is believd there are three
possible reasons for Mr Row-
land’s SA safari:
® Political discussions —
Rowland is notorious for
horse-trading, particalarly in
black African countries
where he built his business
empire. More than 60% of
Lonrho’s 1989-90 profits
came from Africa, much of
them from Wesplats. Mr
Rowland will be keen to up-
date himself on political de-
velopments;

prices in the past few weeks had “found their

——
By ROBIN PEGLER and CIARAN RYAN in

Johannesburg and IAN HOBBS in London

m

® Reassuring institutional
Investors that the group is
not in trouble, although they
will take some convineing.
Several institutions hought
large parcels of Lonrho as a
rand hedge in 1990 when the
price was nearly 2000c. It
has falien by 60% to 750c. It is
estimated that 13% of Lonrho
shares are held in SA.

® The possible sale of al] or
part of Lonrho’s 73% interest
In Wesplats to Gencor to re-
duce its £1,1-billion debt.
Wesplats, according to Lon-
rho, is the lowest-cost pro-
ducer of platinum. It is re-
garded by SA analysts as a
highly efficient producer.
Gencor will be flush with
cash after its R2-billion
rights issue and can afford to
wait for a recovery in plati-
num and rhodium prices. But
cash-strapped Lonrho does
not have time on its side.

There is good reason for
Gencor to hope that Wesplats
might eventually be offered
for sale at a favourable price
because of its strong bargain-
Ing position.

Lonrho has sold its 50% in-
terest in Kubne & Nagel to its
former partner in Germany.
It has many assets in 80 coun-
tries which it can sell to eut

_borrowings,

" In the past 10 weeks, the
-market has wiped out nearly

half of Lonrho’s market cap-

Atalisation — now down to
- -1 B4,2-hillion. |

Y

Worse

Last week’s shock cut in
the 1991 final dividend apd
the 2429% drop in pre-tax
profits to £207-million con-
firmed fears that the group
was in trouble, No interim
payment will be made this
year.

Mr Spicer blames the fall
in profits on the recession,
but this is only half the story,
Lonrho has financed its ex-
pansion by borrowing. Al-
though it benefited from this
in good times, the interest
bill became crippling when
profits fell.

Worse still, earnings were
hit by the depreciation of
Third World currencies
against sterling. Lonrho bor-
rowed in hard currencies and
invested in weaker ones, re-
sulting in losses, Earnings re-
ceived from Third World
countries were also hit by the
weakness of their currencies.
- Mr Spicer is indignant
about UK press reports
which speculated that Lon-
rho would lose control of the
UK import and distribution
of Volkswagens and Audis
from the end of 1993, The VW
and Audi business, started 18

years ago, has been a spec-
tacular success and accounts
for more than 20% of Lon-
rho’s worldwide turnover.

Mr Spicer blames specula-
tion in a Financial Times re-
port for a further 56c fall in
Lonrho’s share price. The
report, he said, “was typical
of the recent disgraceful
press speculation that has
been damaging to Lonrho”.

He told Business Times
that the VW-Audi contract
was due for renegotiation
only at the end of 1993 and
VW had said publicly that as
long as Lonrho was run by Mr
Rowland and his manage-
meni team, the contract was
secure,

Ac 74, Mr Rowland is look-
ipg for a successor. His style
of management is dictatorial
and he has a reputation for
being a tenacious fighter.

Witness his long court
battle with the Fayed broth-
ers about their acquisition of
House of Fraser.
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~ Few British inves-

. tors and policymakers are ready
' ‘most are

to invest ji SA, and
ignorant of the economic oppor-
- tunities available, a recent Gal-
lup poll conducted in London has
found. S

The poll was commissioned by the
SA Foundation and questions were
directed at ,'par_l_iamentarians, jour-
| d UK fund. managers,
“Not only are’levels of ignorance

o

about SA urprising, but when it

comes to matters of trade and invest-
ment, it js Very, lear that SA has not
come jn frufﬁ;_:;.i__;h €:cold,” the founda-

tion said. - “'ege

business, historical and cultural links
with SA, and more information con-
cerning. SA is in- circulation there
than in other.: Western nations,

Positive Impressions created by
initiatives such g Codesa ‘are offset
daily by reports of violence,

hile aparthejqd legislation had
been lifted, 22%::0f fund managers

said it wag still:#in foree”

-

said it would'take 10-years or more to

correct sncial;;a'nda political-economije

imbalances, : © T i
More than a quarter of respondents

sald a black majority government

ey

The UK has l'ﬁﬁffhli‘g’ the strongest

Tmirty-ninﬁ;pement-ﬂf. those polleg

; Own Correspondent -

would be in' place within four years;
92% said it would take longer.
The ANC was the party most likely

- to form the next government; second

most likely was a coalition ‘of black
and white parties, : |

More than 59% of respondents said
they were “optimistic” ahout SA’s
future, mostly because of the percep-
tion of the willingness of South Afrj-

state intervention was expected.

Compared with Russia, Czechoslo-
vakia, Brazi] and Taiwan, SA
cemerged as a “medium risk” invest-
ment prospect, .

Saying anti-apartheid group activity
remained g diﬂineenthfe__,_
Eighty-seten percent favoured
trade with SA, with only:4% saying
trade should be banned;unti] a gpe.
man-one-vote system 'Was in: place,
The foundation concluded that
énormous chalienges still facsd South
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By Shaun Johnson
Political Editor

Those who believe that interna-
tiopal businessmen are queue-
ing up to invest in the new
South Africa had better think
again, according to the results
of a Gallup poll commissioned
by the London office of the
South Africa Foundation (SAF).
In spite of the optimism ex-
pressed in South Africa after
President de Klerk and ANC
leader Nelson Mandela ad-
dressed the Davos World Eco-

nomic Forum, British investors

are not convinced of this coun-
try’s attractions — and there is
no reason E believe that their

_rmlw

H.ul ﬂ._...

European EE mﬂnmn coun-
terparts think any n_mmwm::w

In influential Brifish circles,
South Africa is regarded as
being an investment prospect
only marginaily more enticing
than Russia, Czechoslovakia
and Brazil, the survey reveals.

The survey, conducted among
influential UK fund managers,
MPs and journalists, is cause

for; “considerable concern re-

garding UK-SA investment and

trade”, according to the SAF.

“Not only are the levels of ig-
norance about South Africa sur-
prising, but when it comes 3
matters of tradé.aid invest-
ment it is very clear that SA
has not come in from the celd.

old for i
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Some 25 fund managers, 50
MPs and 25 media figures were
polled. Their attitudes suggest-

- ed a worrying level of indiffer-

ence towards South Africa — a
sentiment which, observers
note, could be even more debili-
tating than active hostility.

Some of the key findings are:
@ Nearly half of all respondents
helieve much of or most apart-
heid legislation is still in force.
® Close to 40 percent said it
would take 10 years or more for
South Africa to correct current
social, political and economic
imbalances.

" @ Nearly half believed a future

South African government
would have an economic policy
of “free market with partial

State intervention”.

® South Africa was regarded as
a “medium risk” investment.

@ Just less than 70 percent of
respondents cited “politicat in-
stability” as the greatest dis-
incentive to investment.

@ “Violence” was cited by close
to half of those polled.

The SAF interpretation of the
results is that, in spite of the
freer climate created by the ne-
gotiations process, British deci-
sion-makers are not expressing
marked interest in investing in
South Africa. It is pointed out,
for example, that the current
generation of fund managers
was trained in an environment
in which there were littie or no

dealings with South Africa.
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AS roadshows go the Eurp-
pean performances of
President De Klerk and
ANC president Mandela
undoubtedly added to the
swelling reservolr of good-
will to South Africa.

It was espeelully true at the

World Ecopomnde Forum In
Davops where the foces was on
Ihvestment in acd trade with

post apartheld SA (PASA

ankcd by a chorus line of
SA caplains of industry, com-
merce and finance and with
Inkatha’s Chief Mangosutha
Buthelezi echlming in, there
was less copnterpoint and
more karmony in the serenade
of the twao leaders to prospec-
tive investors.

Unfortunately, of necessity,
it was only a famfiar overture
to the International Invest-
ment commuaity which still
waits for the curtain to rise on
the read show,

Since Mr Mandela walked
free twg years agq, there has
heen n proliferation of inter-
naticnal PASA conferences,
setnisars and presentations at
which every shade of opinfon

Politics maki

for SA’S

tlons years has rolled back,
The number of Inguiries I
have recelved io London every
weck [vom firancial advisers
about subscribing to the
Financizal Mail, Sanday Thnes
and Business Day must have
tolalled close to 1580, Stock-

brokerw, corporate finanee di-

rectors and fund managers
who are fnterested b the new
SA now have Iarge databanks
on the country.

Each, too, has a theory
aboct the possible pofitical
permutations which ean
emerge from the constitntioa-
al ncgotiations. Bat in general
terms, accordiag to Jon
Berptheil of broker James Ca-

pel, which keeps a pertnavent

which will emhrm:ﬁ snma
sort of free market”,

The sea-change In the his-
tory of the 20th century which
bas occurred in the past three
years virtunlly ensures thot
PASA cannot afford be too far
qut of step with the rest of the
world aod find itself marching
with only the ahomalies for
company, such as Fidel Cas-
tro's Cuba.
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So there has been o shift in
the welghting attached to in-
vesting 1o SA from the pollti-
cal likelihoods to a more clind-
cal examination of ecotombe

weg f Buss)

ott

political atterances don't sur-
prise fund managers although
it has inereasingly become A
matter of trying to read be-
tween the lnes io gunge what
kind of economic policy and
strategy will emerge i Sooth
Afriea,

“But at the moment they
are not turned on by the volueg
they see.”

FPending coperete develop-
mentg in SA, views of valoe
are largely governed by the
financlal rand discoant which
Is cxpected to fluctuate as
politlcal developments lorch
raggedly forward,

it is expected that as a re-
suft the floraod discount will

L
taking at the top for many of
those who trade in 54 shares.

hr Bergtheil says “When
the discount got down to 7%,
values looked too low and
many fnvestors pulled back.
The message we got was to
give them a ¢all when it went
out to 15%."

i'l-f H ot
'--uet. W iy
fepssnianrriy

Thiz week with the fiarand
16% below the commerctal
rate tg the dollar, interest wos
returnivg, mainly for big tra-
deable, hiph-yield SA bonds,
such as Eskom. There is some
optlmism that inflation In SA

from higher bond prices and
an exchange-rate galn.

Mr Bergtheil says the decl-
glon to tax interest an short-
termn fipancinl rond dcgos
has caused “a few Jltle ,hut
has not affected Eeriuus in-
vestors.” Investors want clard-
ficatlon of the ground ruoles.
Because the (inrand is an off-
ghore currency it need not be
depasited with SA banks,

By now most prospective

. and aetaal investors ean reel

off the potential of PASA, its
developed Infrastructore,
availability of lahour, power
apd sophisticated finanefal

in SA haz been vo The or on the pulse of sentl- prospecis nod valoes and re- hetween 5% and 20%, may be near its peak and that markets and the wider re-
¢loud of ignorance which ac- gﬁn about SA[.! most assume  turns. cauzfug buying opportunities with rising real ylelds inves- wards to be had IF il:s"rulﬁ as
cumula during the sanc- that there will be a settlemnent Mr Bergthell says: “The at the bottom and profit-  tars will reap o double beneilt  the "engine of growih” in the
® Table 1 Markat | Markat | Dividends Return
Price Prica Received | Capital | Income | Total
: 18.1.97! 6.2.92
a(,‘;) African Lifa............] 135c 285c 14,2¢0* 111.1% ] 10.8% 121.6%
\'{\ME‘% {b Curriz Finances........[ 370¢ 7Q0c d43c B9.2%  11.6% 100,8%
1 0\1_, Datakor ................! 9Bc 170¢ 9.5¢ 79% | 10,0% B3
Santam _...............] 216c 510c 33c 1372.2% | 15,3% 152.5%
Unihold ................] 120¢ 17be 19.8:* 415 B% | 16,5% 6Z,3%
WEB Holdings..........| 225¢ Ir0¢ 21c 64.4% 9,3% 73.7%
Avarage B7.8% | 12.2% 100%
* taking scrip alternative
ETT, director of Simpson McKie Inc
B! DAVID COBS ' ' Table 2 Mm;sk;tgzﬂun H‘:fit'::c e
FOLLOWERS of the in- JSE industrial index rose by 2. ° u
vestment scene are famil-  no less than 56%. .
iar With ﬂ]E phE]]ﬂmE.nﬂ“ Th'E perfﬂrmance ﬂfm}r [ ABE Hﬂlﬂll’lgs......... AiFrrdun Enﬂ 9.0:«: .
of the two-tier market lections in that time {s given AULOPAGE .vvvireiirrierreans 135¢c 5.9 Seer
The [irst tier r:umpriée.s In the first tahle. Karos Hotels .o 160¢ -
shares favoured by the major Possibly fortune favoured Omnia Holdings.................. 430c 7,9% CiTimes 2ysS
instituttons and the second 0¥ selections, But the fact | Otis Etevator................... 270c 7%
by far the majority) not so that all six produced excel- Sabla Holdings ......cc.een..ne. 1 025c 4,4% wan
Lleased because of smaller lent resulls came as no sur-
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market capitalisation and re-
stricted marketability,

In an article published In
Business Times a year ago I
waxed eloquent oh the valyes
to be found in this second tler
and ventured to make some
seleetlons. Readers will not
be slow to conclude that if I
now return te the subject it is
because I have a good story
to tell.

Last year was surprisingl
good for investors In Industri-
ail shares. From the date of
my article to Fehrgarjr 6 the

finance to entrepreneurs and industnialists starling or

31,0 millign, is available to applicants who:

rise to those who studied
heir records.

Their relative obscurlty
resulted Ln all six being ne-
glected by the market and
the were patently underval-

. To a large extent this
has been corrected and at
least two [African Life and
Santam) have now attained
institutional recognition.

Although their prices have
soared, cach of the six to my
miind still offers above-aver-
age value and I can certalndy
see no reason to sell any of

them.
Skilled

As we enter 1992 the two-
tier market remains intact
and bargains are still to be
found. But all share prices
are much higher than a year
age and with no light yet on
the econemic horizon only a
genius or a gambler can hape
to repeat 1991's performance.

In giving six setections for

the coming year I limit my.

aim to demonstrating agaln
that carefully chosen second-
tHer shares can offer better
valuz and, In terms of market

rices, better security than
Fhe high-flying market
leaders.

If I beat the JSE indusirial
index in the next 12 months 1
shall be content.

What that index will beis a
very, different question. My
slx selections are in the
seconkd table.

ABS Hulﬂings describes its
buslness as “the adding of
value to standard computer
hardware by means of skilled
staff and specialist soft-
ware",

Vow

I am of a generation that
tias dificulty In grasping ex-
actly what ABS sells, but I
Hke the people who run it and
the flgures they produce. The
recent annoal report exudes
optimism.

Autopage is controlled by
Altech, which Is a recommen-
dation in ilself. It leads the
fast-growing radlo paging
business and is diversying
Into finapcial informatlion
services.

Interim profits were 15%

orrrpntd v puand nd deond weenbie

most good things) they are
not easily obtainable.

Omnia Holdings holds a
comfortable 25% nE the ferti-
liser market and kas diversi-
fied Into explosives, seeds
and farming.

The company has vowed to
reward shareholders for
thetr sufferings when the fer-
tiliser market was a jungle
and the rccent 507 jump in
the interim is an earnest of
this intent.

Otls Elevator’s recent pur-
chase of Melcor, its main
competitor, adds glamour to
this company. 5till under the
eantrol of its US parent, Otls
is confident that, after a
rough patch two yveurs ago,
ts prefits, unlike its pro-
ducts, will only go up.

The chalrman tells share-
holders that they “can look
forward to increased divi-
dends In the years ahead”.

Ylelding 7,0% on last

€ar’s pay ment and with the
K{elnnr acquisition still io
make an Impact, the share
has all the putenllal of belng

a teal winner. The fortheom.-
ing rights issue shouid pro-
;.ride a good buying opportun-
ty.

Sable Holdings, having
s0ld its Steiner Service busi-
ness to Bld Corporation, is
sitting on more cash than the
company’s market capilal-
isation. It alze has a sound
property portfollo worth
prebably RS a share.

Warning

Jehn Nash has yet to de-
clde what to do with the mon-
ey, but with the famlly own-
ing 80% of the shares he is
not likely to do anything fool-
ish. A long shot is that he may
elect to, buy out minomity
shareholders.

A word of warning. This
year's selection is more ad-
venturous than the previous
one and the market in some
shares is limited. Buy them
by all means {if you can), but
my [irst choice for solidity

ﬂ:tﬂ growth remains the 1991

R60m

call-
Times € g

w0 gressing atons of
the wnrlds lar est waste—wa-
fer unflﬂatinn works north of
Sansiton. ‘]ﬁ]}ﬁ rB

The RE0- on coniract
has been won by Gillis-Mason
Construction and the project
al the northern wastewater
purification works is expected
to be completed by April next
year. There will, however, bea
phased hand-over of some sec-
tions hefore then,

The contract includes 26 ¢lr-
cular concrete tanks 25m to
45m in dlameter and 5m to Em
deep, four rectangular biologi-
cal reactors, a 40000m* bal-
anclng tank and a chiorine
maze and aeration orie,

opporiunities in Afritg

Tie unit will prnvide South
Africans with information
about Africa from databanks,
journals, newspapers and spe-

ciallstmpnﬂacl l ?-lcl T

it i5 also in contzet wlth
national and Internatlonal in-
stitutions and research organd-
sations involved in Alrlea.

The unit’s range of special-
jsed services lnelude a busi-
ness nelwork databasze which
provides business and govert-
meni contacts in specifle

21% Fise

By ADRIAN HERSCH

PUBLIC service unjons de-
mand a 21% pay increase this
year.

They also want a minimum
wage of R1000 a month.

Eleven unions and siaff as-
sociations — with widely dif-
fering ideologics — formed a
common bargaining forum
and submitted joint demands
to the Commission for
Administration (CF'A).

The pay talks will be
watched with interest in the
tight of government promises

— for the 10th year — to qut
State spe nde

The salary bill for the pub-
lic service — not to be con-
fused with the entire public
section — Is R26.2-billion.

A CFA spokesman will not
say what the State will ofier.
The talks begin on February
17. -

A union s

kesmar 5ays al-
though the CFA was asked {0
submil counter pro Is it
had oot yet done so. This is
“somewhat onnsual”, he says.

Other demands Include:
@® The house owners’
allowance scheme, he In-
creased to R100 ({H) and mar-
ried women should benefit
from Ii.
® All pay allowances to be
made pensionable.
® Rates of overtime be In-
creased to “market-related”
levels and that the maximum
for overtime payment be re-
mopved.
@ The position of supervisots
be protecled ln any revised
dispensalisn,
& Maternity leave of six
months.

The forem includes two Co-

A SUI'-MARY of the wmk's corporate Annouocements,
MONDAY: Dorbyl warns. Penpin delists. Medielinic wortw. Unl-
con, Unidev WarlL M—Net 5 rights offer 106% :nh&grlhed.
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satu unions — the National
Education Health and Allied
Workers Unlon (Nehawu) and
the Health Workers Union
{HWT.

Other unlons included are
the Public Servants Assoch-
ation, the DPublic Servants
League, the Public Servants
Union, the SA Nursing Asso-
ciation and the Natal Provin-
cial Staff Associatlon.

gub-contioent can be Tulfllled.

But the ultimnte test renains
the bottom line of earnings n
share and divideod growth

LONREO's share price ap-
pears to be Io o state of peu-
tral bouyancy after the storm
of controversy amnd specula-
tlon eaused by the profit and
dividend slump and mMoans
about the governance of chief
execulive Tiny Rowland,

Capitalised at £78i-mililon
the 60)-company conglomer-
ate now bobs oo its 407 dis-
count to net asset value while
awaiting the oext stage in pro-
cecdings.

That will come with the Tull
annual report and aceounts oo
Fehruary 26 when the balance
sheet will be fine-combed by
analysts and Ibvestors for
slgns of hope or despalr —
rone more keenly than O)d
Mutual, the second-blggest
shnrehnlder after Mr How-
laed, with an estimated 8% of
Lthe company bought as o rand
hedge at prices well above Lhe
current 119p.

A month later Lonrbo faces
its most exciting anpual meet-
ing sinee Conservative Prime
Minister Ted Heath dubbed it
the "unacceptable face of cap-
italism™ aflter a three-year in-
vestigntion by Department of
Trade lnspectors into alleged
irrepularities vnder the
Companles Aet.

[ts criticisms of i raft of ac-
tlvities, from deals done In
Rhodesla — whick led 1o Lon-
rhoe (nance director being
brie{ly detalned by police in
SA — o offshore paymncnts
for the then chairman Lord
Dencan-Sandys to expenscs
charged to Loorbo by Mr
Rowland.

The 6G0-page report's con-
clusion was milder than that
of the investigntion into the
late Robert Maxwell’s which
sald the press tycoon was not
“a [it person” to be In charpe
of a publicly gquoted company.
Irn chiefl, Lthe report sald that
Lonrho needed a board which
could provide “an Independent
check on its executive" and
added:

my - 1*:,;,.;

"We heliwe that Mr How-
land bas a great deal to offer
Lanrho n.ufr itg sharcholders,
but his achlevements will he
all the greater i€ he will allow
his enthusiasms to operate
within the ordinary processcs
of company management.”

Laonrho rejected all the
poiots — as it does most eriti-
elsm — and today it s gtil] re-
sisting pressure for indepen-
dent directors.

Its damage-limitation exer-
cise has led Mr Howland {o
(alk to the hig funds which
hold stock in Lanrbo, but still
not to stockbroking analysiz —
he stil holds the City n dis-
lakn. His failure to communij-
cate with the people who ad-
vise market makers in the
stock remnins a major flaw,

Analysis, who are tentative.
Iy recommendliog Lourho as a
high-risk buy because of ihe
voderlyfng value of §ts busi-
nesses and calibre of on-line
management, helieve the
dowpslde is limited.

But much kangs on whether
Lonrho's balance sheet sexds o
Eﬁillﬂu slgnal and how Mr

wiand handies the onnual
meeting — even thouph he
never speaks at Lhese ocea-
slons.

However, some plausibillty
iz attached 1o the rumour that
Gencor — ex ils rights isswe —
may find Lonrho a tempting
investment At the present
price. It is what one analyst
called "a decent market
remoor .

The thesis 12 that while Gen-
cor would not be ntercsted in
Caribbean hotels or Scottish
vewspapers, it would find Lon-
rho an Interesting fvestment
when 1 unhundles it3 interests.
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"European fund managers

“to be released shortly

:shows investor attitudes to

SA are improving rapidly

but enthusiasm is tinged
'with caution.

" The poll by Business
Planning and Research In-
ternational (BPRI) was
commissioned by UK-
based investor specialists
Sage Partners. It is being
released alongside a Gallup
poll of 25 British fund man-
agers for Strategy Network
International.

- “The playing field . is
more level in terms of ethi-
caly. embargoes but that

doésn’t dictate that invest-

ment follows,” said Tim
Read of London stock-
brokers Smith New Court.
- The BPRI poll found 50%
expected to invest more in
SA in the future against 8%
who expected to invest less.
Gallup found more than
half would invest.now, a
-Smiall minority would wait
five years and 8% would

- §-never invest there...
. SA was'rated a lower in-

|- vestment. risk than: Brazil,

/ l.zﬁé g’s%nd infrastructure

and the vast potential local
consamer base, _

“But the question is, do
we want to go in right
now?” said one,

Syndication managers
and brokers back the polls’
findings, pointing to a spate
of business “fact-finding”
trips and the success of
three recent bond issues in
FKurope. The Development
Bank of SA’s DM150m bond
was presented this week
and Transnet will present
its two-year fixed-interest
bull-bear issue, Elfi 1V, in
March.

“Investors in Europe and
the UK have been very loy-
al to SA. They have consis-
tent requests for paper,”
said one syndicate man-
ager., But he stressed the

-recent issues had been

shows

short-term, pre-placed and
heavily underwritten.

The issues have been de-
cried by the ANC which hags
threatened not to. honour
repayment of debt con-
tracted by Pretoria now.

“They can’t say that and
be taken seriously,” said
Smith New Court’s Read.

He said calls for nation-
alisation and debt default
were “more for the con-
sumption of the comrades
in the townships than inter-
national capital markets”.

‘Fund managers note
there is also opposition to
foreign bonds from white
buginesses inside SA.

“Foreign borrowing is an
unnecessary burden on
state finances ... it should
not be a test of financial
vigour,” said one.
Reuter.

i .

Czechoslovakia - or Russia, |

| -Gallup said. =

" BPRI found it was a

lower risk than all but EC:

| countries: and less than

. Hungary, Mexico or Argen-
tina, said Neil Ryder of
Sage Partners. -

Fund managers saw min- }

-§ ing-as the most attractive
- | -sector, said Gallup, Ryder

said businessmen rated

agriculture and food first, { .

then mining, tourism and

f

manmufacturing. ..
. The:-two polls, to be re-

| leased:in the next two

“weeks, appear to show poli-

* tical instability rather than

; any.party’s specific policy

-} asiithe main obstacle to
investment. |

~ 'Fund managers praise

- “responsible” leadership,

—_— e

I ——



e e

M&

Circ
IN THE third disinvestment move in three
months, UK group Blue Circie Indusiries
plc is selling its 423% stake in local
cement and building materials producer
Blue Circle to Murray & Roberts (M&R)
for more than R400m. '

M &R, which has already spent more
than R700m on acquisitions in less than six

19949 13)2)

months, already owns 42,3% of Blue Circle

through wholly owned subsidiary Darling
& Hodgson. D & H has the first right of
refusal on Blue Circle Industries ple’s
stake in the local company.

The deal leaves Anglo Alpha as the only
cement producer stiil with an overseas
principal. Swiss group Holderbank Finan-
ciere Glaris and its associates own 34,1%
of Anglo Alpha. The other cement group,
PPC, is controlled by Barlow Rand. -

A Blue Circle Industries ple spokesman
said an' announcement would be made
shortly. Lo

In other recent
based Pilkington ple

disinvestments', UKl |
sold its 48,4% interest

R buys
€ quits

JABULANI SIKHAKHANE

in Glass SA to Plate Glass & Shatterprufe
for R525m, and Swiss group Nueva Hold-
ings sold holdings in Everite Holdings and
its subsidiary, Everite Group, for R116m to
Group Five and the French Bank of South-
ern Africa, ; |

M & R and Blue Circle published a joint
cautionary notice yesterday warning
shareholders that negotiations in progress
could affect share prices. ]

Market speculation is that M & R wouid
buy out Blue Cirele Industries ple, increas-
ing M & R’s stake to 84,6%. M & R would
make an offer t6 minorities and then delist
Blue Circie. e |

Frankel, Max Pollak, Vindeiine analyst
Mike Howarth said Blue Circle Industries
pic had been rationalising operations and
selling peripheral businesses in other coun-
tries. It was a “natural consequence” of the
world recession.

[0 To Page 2
T e —

The Blue Circle share price is yolk.
Market sources said the UK company had
always asked for a premium, which was
the main obstacle to D & H or its former
parent Malbak making a bid. At current
market prices the 423% holding in the
local company is worth more than R399m.
l “The deal will be based on future <arn-
ings rather than the net asset value. And
everybody knows that when the 2conomy
turns, those cement companies will start
running,” Howarth said.

He suggested M &R might use equity
financing for the deal, issuing new shares
to institutions. A rights issee was also 2
possibility as M & R’s cash needs might be
greater when the economy improved.

I The acquisition of control of Blue Circie
would make sense for M & R, analysts
said. (3/2172

Blue Circle acconnts for a large chunk of
D & H’s business. In financial 1991 Blue
Circle contributed 63,5% of D & H’s turn-
over and 58,7% of operating income.

l- The biggest benefit, however, would be

in the rationalisation of operations, ana-
lysts said. Blue Circle has an engineering

Blue Circle @Jgy "~

From Page 1

division which could easily be moved into
Genrec or M & R’s industrial division.

In the building materials division, M & R
and Blue Circle already have a joint ven-
ture in Ready Mixed Materials, in which
Blue Circle holds 60%.

In the past six months M & R bought the
remaining shares in Unitrans’s holding
company, United General Investments,
from its ultimate parent Sankorp for
R131m, acquired control of D & H and 35%
of Standard Engineering for about R399m.

M & R shares rose 100c to close at R58
yesterday.

JOHN CAVILL reports from London
that Blue Circle Industries ple has been
streamlining its operations and trying to
reduce costs for the past 18 months. At the
same time its net debt has risen sharply.

In 1990 (to December 31), sales dropped
6% to £1,2bn while pre-tax profits fell by
16% to £195m. In the first six months of
1991 turnover was down by 19% at £531m
while earnings before tax slumped by 38%
to £57.5m. Net borrowings climbed by
nearly £54m to £316m.
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‘Mercury m

OME of the worst cases of “mercury
madness” seen this century have emerped
at the Natal Midlands plant of Thor
Chemicals — and it is set to become the
focus of the country’s biggest environmental
controversy this year.

The entire workforce at the British-based
multi-nanonal — which imporis toxic waste —
may be at risk, according to medical researchers.
Alrendy at least 12 workers have had their health
diknaged after being subjected to levels of mer-
cury contarnination far in excess of intemation-
al limiis.

Al least three other victims have been exam-
incd by psychiatrists and nevrolagists who con-
firm that {hey display damage (o the nervaus sys-
tem, a textbook symptom of mercury poisoning.
Mercury is a reid-lisied toxin that also causes
congenital defects in unborn children as well as
respiratory diseases and stomach ailments,

The manufacture of mercury has been sub-
jected to strict controls in most industrial coun-
tries since being identified as responsible for one
of the wosld’s worst environmenta tragedies at
Minamata i Fapan some 35 years ago. lts use in
the felt industry during the [9th century led to
the phrase “as mad as a hotter” heing coined and
occupational dangers of mercury have been
known for more than a century.

According to the workers, two who “went
mad” from the exposure to degdly mescury
tumes wene foreed to resigm, amd at Jeast 10 oth-
ers are facing a similar {ate.

Thor Chemicals, however, denies it. “We
have never sacked an employee suffering from
any form of Hiness, espectally an employee who
has supposedly ‘gone mad” from mercory poi-
suning.”

In a stitement yesterday, Thor said the alle-
galtons were “the most vicious kind of mis-
chiel-making™ and were “totzlly untounded™.

But a compaay survey conducted in 1991
shows that B7 percent of the workforce had lev-
¢ls of mercury in their vrine higher than the
inlernational sately standard and that the aver-
age level was tour times the safety standard.

Some of the workers have told Dr Mark
Culvin, who heads the Industrial Health Unit in
BPurban, that tests conduocted by the company
revealed their blood samples at times contained
up to 20 times the accepted international limits.

‘The scandal has already led o calls for a full
judicial inquiry into the recycling of imported
toxic waste at the Thor plant in Cato Ridpe near
Pictermasilzburg,

‘The shock findings, which emerged after
Colvin managed to track down retrenched
warkers from the Thor plant, come hard on the
heels of news that the firm has been taken to the
Industrial Water Tribunal in the Netherlands for
polluting a river in Natal with toxic material.

Workers told Colvin that the level of mercury
found in workers’ urine at the time when
Mkhize and his colleagues were contaminated
had frequently been more than 20 times the
World Health Organisation’s safety limit.

“It was clear that at least four of them had
been affected to a greater or lesser extent by
their exposure to mercury. They have been seen
by psychiatrists and neurologists. Two workers
have expressed suicidal tendencies and one of
them also expressed homocidal intentions,”
says Colvin.

“There are apparently at least another eight
- former workers who were affected by mercury
but these men live in different townships and
will be difficult to frace without the co-operation
of the company.”

xw\oﬁg 1.S§= 'L@.\"Jt_
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Workers at a UK-owned firm which imports toxic waste are said to have

“gone mad” from exposure to mercury fumes, reports EDDIE KOCH

Among the retrenched workers is Eric Mkhize
(25), who was allegedly made to resign after
showing symploms of chironic poisoning. His is
one of the worst cases of mercury contamination
seen in this couniry.

Mkhize is said to have been retrenched afier
he went “crazy” and began handing out money,
playing with toys and doing other bizarre thinps
in Thor’s offices.

“Management gat him to sign a letter of resig-
naticn an the grounds that they would give good
references for other employers. He still has hoth
visual and auditory hatlucinations that cause him
great fear ... For a long time he had to have peo-

. ple watching him when he slept because he used

to wake up with anxiety attacks and run into the
veld,” Colvin said.

Thor said that Mkhize had worked there for
only seven months, had resigned of his own

o
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accord and did not have mercury poisoning
when he left three-and-a-half years ago.

Mkhize, along with the other victims, has
never been compensated for the damage caused
to his health. He shakes, has frequent mood
swings and has fwice told dociors he plans to
commit suicide. “His main worry is that he
knows that he is unemployable with his body
tremors, facial grimaces and emotional instabil-
ity and yet he has received no compensation
from the company,” says Colvin.

“This is a textbook case of mercury poisoning
and such a severe case should never occur in
maodern indusiry. | doubt if such a case has been
seen in an industrialised country in 50 years,"”

Another victim is Siphiwe Sibiya (29). He
worked at Thor between July 1988 and June lasi
year when he was retrenched for unknown rea-
sons. 1 e is now excessively shy and has stacca-

COURTLEIGH

wr
--'!'

i
K.

o a3,

k;

"ot LA TR

"

IN A NEW 20’

COMPACT - CONVENIEN”

chemical plant

. to-like speech — both typical sympioms of mer-
cury,” says Colvin.

Both workers were in normal health when
they began working at Thor.

Thor said that Sibiya had worked in the gar-
dens at the factory and later in the textile manu-
facturing facility, “We find it extremely strange
that someone without any exposure to mercury
can be suffering from mercury poisoning.”

The Natal hranch of Earthlife Africa, which
first alerted the public to pollution caused by
Thor, has announced it will campaign for a full
judicial inqtiry inlo the shock disclosures.

The Chemical Workers’ Indusirial Union
(CWILD, which organises the workforee at Thor,
agrees that the scandal shows the need for an
investment code that will oblige foreign compa-
nics in South Africa to enforce environmental
standards that apply in their home countries.

The company has agreed to negotiate with the
union around the health and safety problems
faced by the workforce and Colvin is confident
this will help to improve the situation there.

o Mated Srom hg/
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ALTHOUGH foreign In-
vestors are expected to
remain wary of commit-
ting new funds to South
African securities wuntil
after the referendum,
London investment
analysts do not expect a

big sell-off.

There was a rush of non-
resident gilt sales on Thurs-
day, totalling R53,2-million.
Purchases totalled R17;2-
million on Wednesday.

On the share market, the
value of foreign deals was
R10,6-billion on Thursday,
half that of Wednesday, as

foreigners st Off-
loadi res. (|

Dive

London analysts say the
financial rand had already
been undermined by the dis-
investment of large British
groups, such as Pilkington
Glass and now Blue Circle,
and by the taxing of interest
on short-term deposits with
SA banks. '

Responding to foreign sell-
ing pressure, the finrand
dived from US28,2 cents to a
low of US27,3c before re-
covering to US27,5c on Fri-
day, widening the discount
between it and the commer-
cial rand to 27%.

Ironically, this widening
discount is likely to arrest —
and possibly reverse — a de-
cline in share and gilt prices
in spite of political uncertain-
ties as foreign investors re-
turn to pick up bargains,

The fall in the finrand
failed to prevent a 24-point
drop in the JSE all-gold index
to 1 214 and a 25-point decline
in the overall index to 3 526.
But the industrial index re-
covered 32 points to 4652 at
the close on Friday.

Crises

Fund managers said in-
vestment strategies would
not be changed much in the
weeks leading up to the refer-
endum.

This reaction supports the
view that SA investors are
relatively insensitive to poli-
tical crises. In fact, any de-
cline in share prices would
present excellent buyng op-
portunities in a market gen-
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By CIARAN RYAN in Johanneshurg and JOHN CAVILL in Londen

erally seen to be overpriced.
One portfolio manager told
Business Times: “We are

likely to see more foreigners

switching in and out of the |

market. This is a luxury they
are entitled to.

“Our investment strategy
1S determined by fundamen-
tals more than short-ferm
hiccups in the market,

“One of the effects of the
referendum will be to slow
down the number of rights
issues.”

The enthusiasm for the
Gencor rights issue, pitched
at 1 000¢, looked 3 little faded
on Friday as the share price
dropped to 1050c. The dis-
count hetween the rights and
the market price narrowed
from about 15% a few weeks
ago to 5%.

Head of investment at San-
lam, Ronnie Masson, said the
share market was likely to
driit slightly downwards in
the coming weeks. But high-

quality scrip would be picked }

up by bargain hunters.
Benchmark gilt Eskem 168
shot to 16,55% before retreat-

ing to 16,45% on - Friday..
- Rand-hedge shares, such as !
De Beers,

Richemont,
Charter and Minorco, as well
as golds are likely to suffer
volatile swings in price.
The finrand is expected to

suffer lt.rdinlent ings as buy-
ers hold off. _
S | T QS

Clock23/12

A London currency dealer
said: “At the Iow the effective
yield on Eskom 11% 2008 was
getting close to 22,5% — six
points- more than inflation.

That is highly attractive to

investors.

“People who follow SA de-
velopments know that even a
Conservative Party govern-
ment would not be able to
turn the clock back to apart-
heid. They also believe the
odds are in favour of Presi-
dent De Klerk winning the
referendum, even if it is a
close-run thing.”

He said trading volume in
the finrand had shrunk: “The
fall was more due to buyers
holding back than selling
pressure. There was a lot of
marking down by market
makers in the finrand and it

& To Page 3
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Investment analysts brief-
ing jittery clients have been
telling them that President
De Klerk’s move will force
white South Africans to focus
on stark options — chiefly the
risk of sacrificing all the

| |

Panic’s over

gains made in the past two

» years and returning the coun-

try to isolation.

“Nobody can believe they
will opt for that or even
something which will delay
the pace of reform and the
economic stagnation that
would result,” said one.
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By ROBIN PEGLER

THE underlying. factors
in the withdrawal from
South Africa by two
foreign companies, and
possibly a third, are busi-
ness and not political con-
siderations.

UK glass manufacturer
Pilkington has sold its SA in-
terests to Plate Glass, its
partner in Glass SA.

The controlling sharehold-
ers of Everite in SA have put
their stake in the company 13)
for tender. The highest bid-
der is Group Five.

Blue Circie and Murray &
Roberts have issued a joint
announcement. It is believed
that discussions are taking
place about Blue Circle’s UK
parent selling its 42,3% stake
to M&R, which has 42,3% and
first refusal to buy.

Patrick Furlong, manag-
ing director of Pilkington SA,
says the UK parent is pressed
for cash in a worldwide con-
text and needs to reduce its
debt. |

It has to decide where to
concentrate its main efforts.
The geographical areas it

K freezes p

“nes (ADE)} will freeze the

bT!‘:'i@ussjge? tOO r fOr :

forei

wishes t0 concentrate on are
Europe, North and South
America and the Pacific

SA is isolated geographi-
cally and does not feature in
Blue Circle UK’s main activi-
ties. Because results of the
subsidiary have been good, it

isbiible to command a fayour-
able price. ;é;[ 2@

There is regret at having to
sell becanse Pilkingto
ed to export to SA more than
100 years ago. It has been
manufacturing here since.
shortly before the Second
World War. ' 3

Pilkington’s manufactur-
ing and the Plate Glass trad-
ing interests were merged in

1983.
An analyst for a London

broker gives a somewhat

... different picture for Blue

Circle’s UK parent. He says
debt is is not a problem,
. standing at a comfortable

e e
189

ce of all its

~f this year.

h "ayst thaaat since July 1990, prices
percentage points be-
3 la[% 1

“ngine represent-
~d of the year

n starf- -

&

?"H?} o

3% of equity. However, the
SA company is not a subsid-
iary but a joint venture with
M&R. The UK parent prefers
to be in a position where it
can control cash flow rather
than merely receive divi-
dends. .

Political considerations do
not weigh heavily with Blue
Circle UK because its oper-
ations have survived in coun-
tries which were far worse
politically than SA_ It is pos-
sible to live with such uncer-

tainty if the domestic man-

agement is good. -
SA is not a core area for
Blue Circle in terms of
worldwide group strategy.
All in all, there is a case for
the UK parent to sell its SA
interests — even if it is not 50
strong as it is for Pilkington.

Nueva, holding company of
Everite, is in a different posi-
tion, according to Everite
managing director George
Thomas. -

Nueva is controlled by the
Swiss Schmidheiny family,

which established large’

cement and asbestos cement
factories in many countries.
In the past few years the

| empire has been divided be-

tween two brothers.

Stefan Schmidheiny inher-
ited Nueva, but he decided
that any ecologically doubt-

ful investment was more

suitable for a corporation
than for an individual who
might be vuinerable to criti-
cism by ecologists.

estors

that the guidelines are strict. 1

Asbestos’ bad réputatinn
as 3 health hazard is not en- &
tirely deserved. About 30%

‘years ago the dangers weres

not appreciated. It takesfi
many years hefore illnesses g
manifest themselves. They %
became apparent only in the &
late 1960s, resuiting in huge’s,
claims for compensation. 4%

Now that its potential dan-
gers are recognised, asbestos
has been made safe both for %

workers and users, provided |}

ly followed. . o)

Stigma
Nevertheless, it is likely to |:
be many years before asbes- i
tos loses its stigma. 1
SA’s geographical position |
is likeiy to detract to some |.
extent from any appeal
which this country might oth- |
slr:vise have for maltination- -

i This factor will probably |:
deter investment in SA unless
the foreign company con-
cerned is looking for a
springboard into Africa.
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policy must g0

DURBAN — British busi-
ness is encouraging South l
Africa to become econoin-
ically-competitive on a
world scale and to move
" away from protectionism.

This was the message |
delivered by Sir John Ban-
ham, director-general of |
‘the Conferation of British
Industry, at an SA-British
Trade Association (Sabri-
ta) lunch in Durban yes-
terday

He said protectionism
in general “is bad news for
husiness, consumers, com-
petition, international
trade and investment”. :

Paying his first visit to
the Republic, Sir John de-
seribed SA as being of
“great importance” to the
UK as it was among its
| top five overseas markets,
outside the OECD.

Developments in SA, in-
cluding the outcome of the
referendum, were being
closely watched by British
| business, he said. This
| flows from wide-scale
links between the coun-
tries and “self-interest”
flowing from the UK’s
huge existing stake in the
country and the potential
for future trade.

He said potential Brit-
ish investors in SA were
weighing up the risks and
returns obtainable in the
Republic with those of
countries like India, Paki-
stan, Israel and in the Pa-
cific Rim.

The lessons of countries
like the former East Ger-
many were pertinent. As 2
result of the command-
type economy which had
existed there, “eight hours
of work” generally meant
two hours of actual work
and “six hours of waiting
for the electricity to come
back on or for parts to ar-
rive.”

ﬂ_



require stability’

‘British igigg%tors

DURBAN — Political and economic
stability — and in particular free
market principles — would attract
British investment to SA as this
country was one of the five most
important export countries outside
the developed nations, says Confed-
eration of British Industry director-
general Sir John Banham.
Addressing SA businessmen yes-

terday, Banham said there were
many potential investors who were

2sf2] 1%

looking for countries with stable

poiitical and f et eco ic
policies. { S
“We're lookTE to SA because it’'s a

very important market,” he said,

Banham said the upcoming white
referendum and the constitutional
process in SA were important to his
country and British business would
do all it could to ensure both had
positive outcomes. — Sapa.



SA told
1ts opp

LONDON — SA’s present pack-
age of investment incentives
looked like 3 script from the
Goon Show, British Industry
Committee on SA (Bicsa) director
Nick Mitchel) declared here yes-
terday.

Mitchell, whose organisation rep-
resents 80% of UK companies with
Investment worth £10bn in SA, made
a strong appeal for a coherent strate-
€Y and concentrated effort to sell the
country’s opportunities to interna-
tional investors,

He was speaking at the two-day
conference, Investing in SA, orga-
nised by Business Research Interna-
tional with the SA Foundation.

Apart from problems such as the
violence in SA, Mitchell said there
were several problems with attract-
ing business in Spite of the wide range
of opportunities for British com-
panies. The removal of disincentives,
such as high corporate taxation and
bureaucratie obstacles, were prob-
ably more important.

There was a need to clarify objec-
tives and priorities and then to pro-
mote SA’s ease coherently in the
markets of the world.

Mitchell said: “In the last year I
have attended 15 Seperate presenta-
tions — from promotions for Johan-
nesburg and Qwa Qwa, Pietermaritz-

8Dy 25‘/4?2_

to sell

counted as investment in SA itseif.

“The first decision in making ap
investment is the choice of country
and the second is the choice of region.
The case must he presented as 3
south or even southern African story.
It is a fact that opportunities which
are not sold in the market place
means they go unfulfilled.”

Mitchell said he hoped the Nationa]
Economic Forum would produce 3
united effort from “those represent-
ing the present and the future” but he
also warned of the dangers of bring-
ing in codes of conduct, as proposed
by Frank Chikane of the SA Council
of Churches.

However much people might agree
with the morality behind sych codes,
sald Mitchetl, “you must bear in mind
that there are many competitors for
Investment in the world and condi-
tionality can be dangerous”.

He described urgency on the eco-
homic front as the “great missing
ingredient” in developments in SA.

At the same time he warned Brit-
Ish businessmen to be on the alert to
the cempetitive advantage of acting
now “before SA gets itg act together”.

There was already “a secrum” for
investment prospects “with French,
Germans, Italians and Japanese run-
ning around SA looking for opportuni-
ties”, he said.
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WILLIAM GILFIL

STRINGENT cost controls :
at Coates Brothers, the
SA subsidiary of the UK-
owned printing ink |
group, helped it offset
recession,

- Turnover grew 158m in
1991 (1990: R145m) which
converted into a rise in
operating income of
R17,7m (R15,4m). The di-
reclors said the widened
trading margin, up to
11,1% from 10,6%, result-
ed from “siringent
controls on costs”,

Pre-tax income rose to
R17,6m (R15,6m) and at-
tributable income was
R9,4m (R7,9m).

The directors would not |
-comment on the resuits
yesterday. However, ana-
lysts believe the turnover
increase was achieved
through higher prices
rather than any improve-
ment in volumes. This, |
they say, added to the im-
provement achieved
through cost cutting,

A dividend of 72¢ a share
was declared on earnings
a share of 276,5¢, In 1990
the group paid a dividend
of 61c ashare on earnings
of 232,6¢ a share.
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shlftlng to SA-ir

By AUDREY D'ANGELO
Business Editor

BRITISH companies |
have invested more
than the Japanese In
the US, John Banham,
chairman of the Con-
federation of British
Industry (CBI) said in

Cape Town yesterday.
In the past five years |
they spent $25bn on ac-

A

| Sabrita asking for ‘Yes’ vote

BUSINESS and commerce “know
only too well what a ‘No’ vote in the
referendum would do to our battered
economy,” Sabrita representative in
the Western Cape Terry McCulloch —
director for corporate affairs at Shell
— said yesterday.

Welcoming the director of the Con-
federation of British Industry, John

whole reform process would be on the
line on March 17 had “‘come like a
thunderbolt. White SA is reeling from
the shock”.

The threat to the economy that a
“No” vote would bring was “too
ghastly to contemplate”.

Sabrita and its members were
throwing their weight behind the re-

quisitions in Continental
Europe. Now attention 1s

Banham,
nouncement

McCulloch said the an-
that Codesa and the

form process in asking for a
volte,

“Y'ES”

Bhlﬂ:mg to SA. But new |
investment here will depend on the
outcome of the referendum on
March 17 and of Codesa.

Banham was speaking at a Sa-
brita (SA-Britain Trade Associa-
tion) lunch at the Vineyard Hotel.

He said that SA was one of the
six most important markets for the
UK outside the European Com-
munity (EC). And the UK contrib-
uted 40% of foreign investment in
this country.

Members of the CBI were now
looking at SA very differently from
the way they did 10 years ago.

“In the early 1980’s the bulk of
British investment was going to

the US. We are much bigger inves-
tors in the US than Japan.”

In the second half of the 1980’s
the emphasis switched to Europe.
Acquisitions were made there in

Ereparatiun for the internal mar-
et.

“But that came to an end. If you
haven’t put your marbies in place
by now you are not going to make

it,

“Now people are asking ‘should
we invest in SA, India, Indonesia
and so on ... or should we rather
look at Russia or other countries 1n
Eastern Europe?’.

*“All these relative risk assess-
ments are being made against a
background of unparalleled uncer-
tainty.

“If you think the rigk is hlgh in
SA, luuk at what Yeltsin is fac-

. ing.”

However, Banham continued, it
was very important that people
should understand what was hap-
pening and the realities of life in

SA.

"Our people will look at SA very
closely, depending on the results of
Codesa and the referendum.

“It is not for us to say what we
would like to see. That is a matter
for South Africans.”

But the reaction of prospective
investors was going to be very dif-
ferent according to the result. SA
had a great potential “if it ends up

the way I believe we all want to

»

sSee.

Banham said requests for infor-
mation from the British consulate
in Cape Town about business op-
portunities in SA had gone up ten-
fold in the last 18 months.

Discussing the state of the Brit-
ish economy, he said it was far
more buoyant than would be ex-
pected from reports of recession.

Inflation in the manufacturing sec-
tor was only 2% and falling. Indus-
trial disputes weree at a b0-year
low,

“We are steadily approaching a
situation of low pay relative to pro-
ductivity, which means low unit
costs.

Britain was now exporting more
per head of the population than
Japan.

There had been a tremendous
improvement in the quality of
management. “Last year manufac-
turing profits were the second
highest ever in real terms.”




A flood of investment
money into South Alriea
from Britain could - fol-
low a political settle-
ment and stable market
conditions,

Tﬂ-is'uas'sﬁrangef . was

given by Sir John Ban-
ham, director-genera] of
he Cnnfederatinn of
British Industry, at a
lunch of the South Africa
Britain Trade Associa-
tion (Sabrita)
nesbhurg,
Sir John said British
businessinen were look-
ing carefully at the (.-
desa process

area for market growth.
Giving an indication of
the wealth of funds ear-
marked for foreign in-
vestment, Sir John said
British investors had se-

in Johan-

and saw
South Africa as a farget

cured acquisitions in my.

rope to the tune of
$25 biliion.

i “For South Africa to
Maintain 3 reg] growth
rate of 5 percent a year,

it would rieed to attract

at least $10 billion gz

‘reéent Pack
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Banham.

§

: I |
year,” he said, “Byt this
would transiate o one
quarter of a]] of Britain’s
mobile investment
abroad,” S
® Britain hag renewed
its presence ip the South
African business exhibj-
tions scene, with 13 Eurx-i]-
banies taking part in_the
Xet procesgd-
Print'Expo at the Nasree
centre south of Johag-
nesburg, Organised hy

M___ﬁ

1

Specialised Exhibitions. f. |




Sun Life lends
utiook

| S

TransAtlantic

LONDON — Blighted bj,r depression in the

property market, TransAtlantic Holdings,

the UK insurance-property group con-
trolled by Liberty Life, has cut its dividend
for the first time after an 18% fall in pre-
tax profits last year to £57,8m.

. The dividend, which has grown by an

annual compound rafe of 25% since 1983,
was reduced from 13,5p a share to 12p —
- the same level as 1989. And chairman Don-
ald Gordon, whose Liberty. Life group
directly and indirectly owns about 55% of
TransAtlantic, reports a fall in net assets
for the second year running as the values
of properties in Capital and Counties (80%
owned) were revised downwards because
of the UK slump.

Total shareholders’ funds dropped 8% to
£904,6m. In 1990 they fell nearly 13% from
£1,1bn to £984m. ..

- But Gordon reports strong growth and
exciting prospects at Sun Life, the insur-
ance and financial services group which is

“jointly owned by TransAtlantic and Union
| des Assurances de Paris after a take-over
bid in September.

Sun Life’s net equity profits rose 32% to
£43m. TransAtlantic’s share inecreased
30% to £12,6m and will be higher this year
following the take-over. |

Insurance funds at Sun Life were £1,7bn
up at £9bn. Sun Life had now displaced
Capital and Counties as TransAtlantic’s

0™ \r
ProsEec;th 5\1’\"\‘]"'

Own Correspondent

main asset, accounting for 52% of share-
holders’ funds. - '
Gordon said Sun Life would assume
greater importance in TransAtlantic’s
business and development from now on.
He warned, however, that the collapse of
the property market in the main econo-
mies following the 1980 boom in building
will affect finaneial markets for a long
time — hitting banks, insurers and proper-
ty companies alike. |
However, at Capital and Counties —
where asset values were written down by
20% while net earnings almost halved to
£16m — investments in large shopping .
centres will benefit quickly from an upturn
in UK consumer spending. ;
Flexibility and liquidity had become
“more important than overall return” and
TransAtlantic had reduced its net debt
from £362m to £315m, Gordon said. Cash
and liquid resources were up £69m to
£338m in spite of TransAtlantic’s £250m
investment in the Sun Life bid and Capital
and Counties’ £102m rights issue.
Meanwhile, TransAtlantic is still seek-
ing a listing on the London stock market,
having been turned down before because of
its pyramid status. Gordon said while
TransAtlantic may well have benefited
from not having a high profile listing in
London when the property sector was out
of favour, the board continued to “pursue a
dialogue with the London Stock Ex-
change”.
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Liquidily doubts still linger
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Activities: UK-based muitinational with mining,
agricultural, commercial and industrial interests
in 60 countries.

Control: R W Rowland with 14% is the biggest
shareholder.

Chairman: MJJR Lsclezio;
A W Rowiland. |
Capital structure: 653,4m ords. Market cap-
italisation: RS, ibn.

Share market: FPrice: 785c. Yields: 8.2% on
dividend: 8,9% on earnings; p:e ratio, 11,2;
cover, 1, 1. 12-month high, 1 640c: low, 6 15¢.
Trading volume fast quarter, 8,5m shares.

MD & CE:

Year to Sept 30 ‘88 ‘89 ‘90 ‘N
Turnover {£m} ........ 4216 5108 5476 4846
Pre-int profit (£Em) ... 225 273 272 207
Pre-int margin (%) .. 5,3 53 5,0 4.3
Earnings {p) ............ 234 271 236 14,2
Dividends p) .......... 10,1 14,2 18,7 13,0
Net worth {p) ......... 203 222 216 204

Disuppoiniment at the preliminary figures
(Fox January 31) was compounded when the
annual report revealed that the £66m dip in
pre-tax profit would have been even worse
but for £39m profit on sales of property and
fixed assets — up from only £6m in financial
1990. Treat these as exceptional and adjust-
ed pre-tax profit would be down from £267m
in 1990 to £168m — or by some 37%.
Further heiping the picture, capitalised
interest, mostly on the hotel building pro-
gramme, rose from £13m in 1990 to £27m.
Another significant item concerns the im-
pact of exchange rate losses — taken below
the line — on a reported NAV of 204p a
share, barely changed from 1988’s 203p.
Management’s efforts over the past three
years, in other words, have created no incre-
mental value — and with the lowest earnings
since 1985 and dividends since 1988, current
results are nothing to crow about either.
At the time of the preliminary, the com-
pany blamed the downturn of precious met-
als prices for “nearly half” the drop in
second-half profit. Given the annual pre-tax
profit from mining of £77m, this implies a
split between the two halves of about £54m
in the first half and £23m in the second.

This is in spite of 2 29% increase in annual
output of platinum group metals in SA and a

42% rise in gold output at Ghana's Ashanti
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Lonrho’s Rowland . ..
what assets can he sell?

Goldfields — a combination that puzzles
analysts.

But all major activities except finance (up
& negligible £1m) kicked in lower profits:
motor distribution (off 35%), manufacturing
(65%) and leisure (30%) all actually did
relatively worse than mining,

Hotel and motor distribution interests
were hit by recession and/or the Gulf War,
but printing and publishing interests gener-
ally seem to have done well.

Record profils

On the positive side, Lonrho, which claims
to be the largest commercial food producer
in Africa, turned in record profits from su-
gar, with an “exceptional” performance
from the Malawi estates offsetting lower
production, because of bad weather, in Swa-
ziland and Mauritius. Other agricultural op-
erations in Malawi and elsewhere in Africa
had a bad year, though.

Geographically, pre-tax profits from
Africa fell by only £18m; it was the UK,
with a £36m drop, that was the main culprit.
The UK contributes 40% of group turnover
(£1,9bn) but only 9% (£19m) of pre-tax
profit. That compares with 1990 turnover of
£2,2bn and pre-tax profit of £55m.

Apart from being a totally inadequate
return, this could make it difficult to recoup
UK Advance Corporation Tax.

The divisional breakdown in the review of
operations is not identical to the profit break-
down in the P&L account, which hampers
analysis. But the company is clearly stung by
suggestions that it has difficulty repatriating
profits from the Third Worid to its London

base, saying that 87% of £283m year-end
cash in the bank (1990: £355m) is held in
Europe and the US by companies operating
in those territories. As long-term loans are
£888m, this is a less than total reassurance.

Lonrho does not publish a holding com-
pany P&L account or a cash flow statement,
making it difficult to gauge the upward flow

‘of cash — which many analysts see as one of

its major problems. Ability to repatriate
funds, of course, will also be a determining,
and possibly limiting, factor in asset sales.
CE Tiny Rowland says the capital invest-
ment programme is winding down, but year-
end commitments were still £156m (1990:
£170m), including £99m (£79m) on plati-
num mining. He expects borrowings — and
hence gearing — to fall this year, encour-
aged by asset sales — which, other reports
have suggested, could raise up to £400m.

That would certainly transform the bal-
ance sheet. The trouble is that the best-
quality assets are always the most saleable
—— which may be one reason for the frequent
(and as frequently denied) rumours that the
platinum interests could be sold to Gencor,
with whose Impala Platinum there is already

a link.
Another traditional area of concern has

been the lack of management depth. What
happens when Rowland (now 74) is no long-
er around to polish the egos of African heads
of State? To deflect this, Lonrho last year
doubled the number of associate directors
(drawn from top management) to 20.
Rowiand sees this year as one of *“good
housekeeping” and says Lonrho “remains
soundly based to move back to its normal
pattern of turnover and profit.” The group
has withheld the (3p) first interim for this
year, but this should apparently not be seen
as any portent of total distribution.
Rowland underlines the opportunities in

PRE-TAX PROFIT
BREAKDOWN (£m)

1991 1990 1989
Trade ..ocovveenevennnn. 35 40 26
Motars ......cceivvinss 32 49 45
Manufacturing ...... . 7 20 35
Mining ........cccevuens 77 99 67
"LaISUre ..vveceirereens 14 20 56
Financial Serv ....... 23 22 26
Agriculture ............ 19 23 18

207 273 273
UK i rcaens 19 55 108
Europe & Other ... 33 33 19
Southern Africa ..... 65 85 62
Othar Africa ......... 85 87 70
The Americas ....... b 13 13

207 273 273

m
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unified Germany and ex-communist Europe.
Africa has served Lonrho well over the dec-
ades, and it remains to be seen whether the
rejuvenation of eastern Europe will be as
Tlucrative — or whether Lonrho will find that
culture as sympathetic.

Since the share was severely hit by selling
on the preliminary resuits, there has been
persistent nibbling by speculators looking for
recovery, eyeing the 40% discount to NAYV.
This buying has so far been matched by
selling from disgruntled holders, keeping the
share price down around 120p — or RS8.

A purchase at these levels could be re-
warding but demands strong nerves.

Michael Coulson
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SA option open
Star Burea(MID

LONDON — Barclays |
Bank has confirmed that
it is considering a come-
back in SA,'fnllowing
Tuesday’s overwhelming
vote for change.

The bank is one of a
number of European cor-
porations believed to he
anxious to return to SA.

“It is possible in the fy-
ture that Barclays may
operate in SA to handle
large corporate busi-
ness,”a spokesman said.

In Iate 1986 Barclays
made a R100 million prof-
it when it sold its 40,4 per-
cent holding in Barclays
. National Bank. |
3 ’




Referendum lifts
- &0y 2.0/2

LONDON — The resounding “yes”
vote In Tuesday’s referendumn saw
Lonrho’s share price bounce back by
more than 10% to 108p yesterday.
This is in spite of the removal of the
multinational conglomerate from the
London Stock Exchange’s top 100 list
and a bearish forecast by the group’s
own stockbrokers.

UBS Phillips and Drew’s report,
entitled Dependent on Disposals, pre-
dicted that Lonrho's pre-tax profits
will fall by a‘further 27,5% this year
to £150m after the 24% drop to
£207m in 1990-91. :

It highlights the dilemma facing
Lonrho as it cuts its £1bn debt.

The group’s highest quality assets,
and those in hard currency countries,
are the easiest to sell but without
them Lonrho’s remittable cash flow
will suffer.

The decision of the steering com-
mittee of the stock exchange to de-
lete Lonrho — along with three other
companies — from the list of shares
which make up the Financial Times-
Stock Exchange (FTSE) index of 100
leading shares is not a comment on

" Own Correspondent

the company itself, but simply its
share price performance, -

Lonrho’s . price has more than
halved in the last four menths, and it
stands at about a third of its 1988
peak of 320p when Australian finan-
cier Alan Bond acquired more than
15% of the group.

At the time, Lonrho was worth
£2bn — and chief executive Tiny
Rowland boasted that its real value
was L£5bn.

Disillusionment with the group’s
performance and management, plus
the sub-investment rating given to its
$350m Kurodollar debt by Moody’s
Investor Services of the US, knocked
the shares back to a seven-year low
of 94p last week. -'- -

This put a market value of £600m
on the group. .

Yesterday, however, Lonrho ral-
lied as the “yes” vote for political
reform allayed worries about the vul-
nerability of its Western Platinum
operation in SA to civil unrest.’ -

It was earlier reported in London

8 &m 0 was classically posi-

re price

tioned for a takeover bid “within
months” and that entrepreneur Lord
Hanson was one of those interested In
its mining division.

The Sun newspaper said Tiny Row-
land’s once great empire was ‘ripe
for the picking” with shares having
fallen from 250p to just 91p in a year,|
with debts of £100m. :

Rowland had pledged to sell £500m
worth of assets this year and London;
analyst Rob Davies was quoted as|
saying Lohnro was a “definite take-|
over target”. __

An analyst quoted in the Financial |
Times said Lonrho’s sales would not
make “a blind bit of difference”. }

The Financiel Times said Phillips
and Drew believed Western Platinum )
was worth only half the £1bn valu-
ation put on it by Rowland in his |
group’s 1990 annual report. Lohnro
has a 75% stake in the mine.

Phillips and Drew were also quo-
ted as saying Lonrho had concentrat-
ed too much on the possible disposal
of UK assets and not enough on possi-

-, B

- ble disposals abroad.



'Barclays looks at

tipped to be the next hig British
bank to return to SA, following the
lead set b}* Standard ered
last year, CFZ

The group elaw ack £II}D
| provisions made against its loans to
SA after a risk reassessment which
was reported in the 1991 results,
Yesterday a spokesman said Bar-
clays, which sold its 40% in Bamnat
in 1936 to Anglo American, De
Beers and Southern Life, was

“monitoring develnpments in SA
with interest”.

He said it was pussnble Barclays
may, in the future, set up represen-
tation in SA to handle large corpor-
| ate business there and to service

global business,

Yesterday the London Evening
Standard cited “semior political
sources” in SA as claiming a
“major European corporation”
would buy 25% of a business it
sold to SA interests, paying more
than the original price. Barclays
denied it was the company.

iIrning to
Own Cnrrupnndan
ON — Barclays has been




LOCAL names of Lloyd’s
are being briefed on pros.

INV 1003

pects and reforms at. the
msurer by the MD of lead-
ing Lloyd’s members’ agen-}f__
¢y Octavian Underwriting™

ing despite widespread
losses in 1988 and gloomy
forecasts for 1989 losses
after an unbroken 20-year

Octavian, the fifth.. run of overall profitabili-
largest members’ agencys._ ty”, he added. l

has about 30 SA-based indisvy

viduals who back under-
writing on the London in-

surance market, 3

MD Paul Sandilands is
currently in SA. “I am here
to brief names on the impli-

cations of the Rowland™
Task Force report on re-®

forms at Lloyd’s and ex-
pectations for the an-
nouncement in July of
Lloyd’s global results for
1989 — the latest year for
which results will he avaii-
able under Lloyd’s three-
year reporting system”, he
said at the weekend.

“The outlook is improv-

Teargassing:

A —

. !
Most Qctavianp names

N either broke even or matle

profits in 1988, in spite of)it
being a difficult year, corh-
pared with the majority
who suffered losses. ,‘
Lloyd’s has predicted) a
3% “pure” loss for 1990 ahd
a 3% “pure” profit for 1991
Sandilands said 19bg
losses would not necessar-
ily be evenly distributdd,
adding that many names
would break even, with
Ssome even making modest
profits, ;
He said the time
right for new names to join

the Lloyd’s market. )

act%

varsit

STEPHANE BOTHMA }

THE: University of the Orange Free §

has takel'l

interim steps against two maie students involved in th
teargassing of President F W de Klerk in the campus
)

cafeteria on March 9.

Police have not made any arrests. A Bloemfontein
police spokesman said they were waiting for a decisiof
by @ senior prosecutor following the completion of inves-

tigations into a charge of assault laid by a female student

1
t

on March 10 relating to the same incident. :

No charge was laid by De Klerk following the incident
which forced the presidential entourage to flee from the
cafeteria, leaving Justice Minister Kobie Coetsee with

two fractured ribs.

B0 23l3bll"|

Acting rector Eelco Boonstra said the investigation -
conducted by university officials in Co-operation with the
police — had developed to such an extent that interim
steps had been taken against the students, whose campus
activities had been limited to attending lectures and

other academie activities.

The investigation would most probably be completed
‘arly next month in order to refer the case to a student’s

disciplinary committee.
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xpansion plan for SA

/ gverseas of peuple who want to visit.”

Branson details gf

SELF-MADE British tycoon Richard

Branson yesterday outlined a L ol
ned a grapd ok ' -Last month the SA and
fr?llﬁg]n?e 11;11 isﬂgjﬁp}fﬁ:&ﬁi r?glsu ;1:113;;51“ 12{ Eﬂlx:{iéen 3:1;; Efgzthcm;ﬂ?g n_4:1'|E:als. Aldworth agreed to change the l::filaEE:II'{algff';;i:."e Egﬂfgg
hotels, music and book retail outlets and a Virein's to m-:l:l ed for comment. - agreement between the two countries, al-
, Ius ) | gin’s total investment in SA in the lowing a second UK airli ’
1nc}:i1é :Si:ir:.isli?lna?]f ilI]lJtSE Eiitﬁlhig;ncyi " next twc; ;gnghree years would be in th I‘DutE’Sg from London Eittl:iﬂélf Ergﬁggitia{;g
[ as looking ~ regwono m. ’ D the only stumbling bloc ' istri
{?il;‘ air:l iz:ipaiitngr to invest about $100m in Earlier this month Branson sold the Vir- tion of {andiﬁg slu%s inugl.; iatsptrl}:s:;it:ﬁbu-
Bg antic in r{_aturn for a 25% holding. gin rgcurd label for more than $ibn, which are distributed on a 50-50 basis bet cen
o i‘ﬁns_ﬂg ?et‘ Allied Bank MD Bob Ald- the will use to expand the airline. SAA and British Airways PHees /
th;- h an _e?l- Margo, commissioner of “One cannot underestimate the euphoria “We're hoping that the new pnlié which j
Vifgin?;li?;é?v: I;;El ii?éaimg, to dlscusg abrngd over the results of last week’s ref- - will be annpunced at the end of 1:he}r mﬂ:ﬁh
in's ent in SA. Branson sai erendum. in the tourist market I believe ' will ide y istributi
he would be appointing a local banker to SA will find there is a pent-up dem‘a:g H provi El 'i;'o: ::52142 redistribution,

{

- L2

" —_ .. ———r—

) ¢ *‘5""3] o |
Branson 6[ ?J'{'l HL . éf O From Page 1
which will allow Virgin Atlantic to start  ported items, he would be able to reduce

four flights a week.” He would then ask the  the retail cost of records, cassettes, com-
UK’s Civil Aviation Authority to award  pact discs and books by up to RS an item.

Virgin three of BA’s 10 }#eekly slots 50 it The Virgin Group's model agency Storm.
cngld offer a daily service . . the third largest in the world, would also
1§ there is no redistribution then I* will -open an SA division, he sald. o

be disastrous and, we won't fly to SA; we'll .
take our investment elsewhere.” If everything went according to plan,
Virgin's retail outlets, known as mega- . Virgin Atlantic would start flights to SAin
stores, concentrate on music and books. (October, open ils megastores and model
Branson said that by opening stores in  ABeNCy next year, and begin setting up
hotels in the next two to three years. . ¢

Johannesburg, Cape Town and Durhan,
and by using his airline to transport im- @ Pictura: Page 3 T
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man Richard Branson has not been given
Transport Minister Piet Welgemoed's full
approval to start {lights in October, nor has
any formal agreement been reached re-
garding the allocation of landing slots.
- Transport officials confirmed last night
. that the Minister “definitely did not give
his signature or stamp of approval to any-
thing he discussed with Mr Branson”.

Yesterday afternoon Branson said his
airline had been given the Minister’s go-
ahead to offer five direct flights a week
between the UK and SA and that it would
inaugurate its new service in Qctober.

Bransen and Welgemoed met in Cape
Town to discuss Virgin Atlantic’s envis-
aged operation on the UK-SA route,

If Welgemoed had given his seal of ap-
proval, he would have pre-empted thenext

round of negotiations between the UK and |

SA governments, British Airways, Virgin
and SAA, which concern the drafting of a
new bilateral air services agreement.

Welgemoed would also have pre-empted
the publication of SA’s new international
civil aviation policy, which he is expected
to announce next Wednesday.

Transport director-general Skippie

Scheepers said Welgemoed could not, and
did not, grant Virgin final approval, but
that the licensing committee would not be
averse to considering Virgin’s application.

He said his department did not want to
give the impression that it was repudiating
Branson’s statements, but the Minister
could not pre-empt the committee.

On Monday Branson said he was 1|:1~«|::l-:1r.tg't
for an SA partoer to take a 25% share in his”
airline, and that he would invest also irra
hotel chain, music and book retail outlets
and a model ageney in SA. :

He warned that éf Virgin Atlantic was
net given an adequate number of landing
slots in SA, he would take his investment
proposals and capital elsewhere.

Virgin Atlantic’s ultimate plan is for
daily flights on the UK-SA route. Should it
he allocated slots, this would end the 50-
year-old bilateral air services agreement

Cl To Page 2
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between the UK and SA enshrining BA’s
‘and SAA’s monopoly of scheduled flights.

Talks last month between the two gov-
ernments and three airlines — BA, SAA
and Virgin - were postponed until April,
after deadlock was reached over the allo-
cation of landing slots.

BA Southern Africa GM Malcolm Free-
man said that Branson’s plans and any
dectsion by Welgemoed would be subject to
negotiation and finalisation of the new
bilateral agreemenmnt.

On Monday, Branson said if Virgin was
not awarded seven slots, he would apply to
the UK’s Civil Aviation Authority to strip
BA of three of its 10 weekly flights and
award them to Virgin.

Branson recently used similar tactics

From Page 1

against BA in his bid to increase landing
slots at Tokyo’s Narita Airport, but event-
ually had to settle on a compromise
arrangement after BA successfully ap-
pealed against the CAA's initial approval
of Virgin's application.

Freeman said Branson’s threat was a
legitimate one, but that BA would *vigor-
ously defend” any such application to the
CAA. He said that while welcoming com-
petition, BA would continue to offer mar-
ket-related fares on the route.

During recent weeks Branson has stead-
ily increased his discount promises, from
209% to 60% by yesterday.

SAA spokesman Zelda Roux declined to
comment until an official statement was
released by Welgemoed.
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SPECULATION hotted up again on finat-
cial markets yesterday about a possible
merger between FNB and Nedcor, but both
denied there were plans to join forces.
Nedcor CEO Chris Liebenberg said.a
merger could not be done without Old Mu-
tual, because it was the majority share-

COMPANIES—
say FNB_anchchf

MERVYN HARRIS
and SHARON WOOD

analysts initially scoffed at the suggestion,
the persistence of the rumours hag giyen

r\\credence to such a possibility.

An analyst said Anglo American would

holder in Nedcor and it was not looking for ¢y~probably be happy to reduce its stake in
a buyer. FNB senior GM Norman Axten—.the financial services sector. it had recent-
said the two parties had not spoken and ™ ly reduced its interest in FNB.

had no intention of merging.

== On the other

hand, FNB would be fa-

Speculation was bound to happen after~y vourably inclined to increasing its share of

the Absa/Bankorp merger, Axten said.’
FNB and Standard Bank were seen as
unlikely partners and this left a possible
Standard Bank/Nedbank merger or an

FNB/Nedbank merger, and markets hadgy

settled on-the latter.

the home loan market through the Perm,
which was part of the Nedcor group.
There could be cuitural synergies be-
tween Nedcor and FNB, the analyst said.
While Old Mutual would have to have dis-

- cussions with Anglo’s insurance-arm

The rumours first started circulating™® Southern Life, analysts pointed out that

about a month ago after Absa announced i
would be taking over Bankorp. While some

Immediate 1nyes
rush unlikely, say

THERE has been a subtle post-referendum
shift in sentiment towards investment in
SA among UK investment brokers, accord-
ing to a survey.

But while the referendum will provide
impetus to the renewed global interest in
SA, it is unlikely to galvanise institutions
into immediate investment activity.

This has emerged from a snap survey of
influential brokers by London communica-
tions consultancy Financial Dynamics.

James Capel broker John Taylor said SA
was now increasingly viewed as a legiti-
mate market. “The final moral impedi-
ments are now out of the way and the
stigma of unacceptability has been re-
moved,” Taylor said.

But without exeception, brokers did not
expect the reform mandate to kick-start
investment in SA immediately, the survey
found.

Capital House CE Norman Riddell told
Business Day yesterday there was still a
iot of work to be done before SA could
expect any significant inflow of funds.

Inflation remained a hurdle and the
country could not expect any serious in-

Govt.

CAPE
of Arwa raised doubts about

merce acting president Herbert
statement yesterday. fl, l L

support.

E‘f'ﬁ"""“ﬂthuﬁf- Ny ARl e A wp Ay K

N — Government action in overturning the
Competition Board’s ruling against the takeover by FS1
its commitment to the
promotion of competition, Cape Town Chamber of Com-
Hirsch said In a

261219 -

Government had counteracted the first major action
by the board in recent years to combat monopolistic
practices, as FSI's takeover of Arwa created a monopoly
in the manufacture of women’s hosiery, Hirsch said,
adding that government should instead give the board its

Old Mutual already had interests in all the
major banks. .

pow)
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aly 'Hapnﬂl:.ar l

vestment until government had addressed
the problem, Riddell said.

. gmith New Court analyst Steve Oke said
there had not been a flood of activity into
the market but the way had been cleared
for investors to make informed decisions
about SA.

The brokers surveyed were still looking
forward to posifive words from ANC
teader Nelson Mandela regarding US in-
vestment.

“This, coupled with the clear positive
message from the referendum, will pro-
vide the much needed boost of American
interest. The frustration of still having
American investment potential excluded
continues to dampen the market,” the poll
found.

Investors could still take the view thai
the balance between risk and reward did
not yet lie favourably. Although the attrac-
tion of the financial rand discount did not
go unnoticed, liquidity was a serious hin-
drance and the market was considered
expensive.
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 BAe opens offic 165}\

" LINDEN BIRN

BRITISH Aerospace (BAe) has opefied a permanent
southern Africa office in Johannesburg, allowing the
company to strengthen its ties with potential airliner and
corporate jet customers in the region. : QB

Initially the office will concentrate on corporate and
regional commercial jet sales. - RERIEL -

BAe plc’s other business interests include military
aireraft, sateilite communications, specialised electro-
nics, armaments, the Rover motor vehicle company and
business property development. g, {QGWJ ‘?.%’3 [c p

Regjonal director Bill Jones yesterday said it was
impossible to predict whether BAe would eventually use
its regional office to promote these other interests.

The company has spent the last four years consolidat-
ing its position in Africa.

Next week BAe will be demonstrating its latest cor-
porate jet, the BAe 125-1000, at the Aviation Africa 92
aerospace trade fair at Jan Smuts Airport. '

It is believed that Anglovaal chairman Basil Hersov
ordered one of these $15m jets before the aircrait proto-
type had been fully certified. -

——

i
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BRITISH Aerospace
(BAe) has been active in
the southern African
market for many years.
. With the lifting of sanc-
{ions it has been able to
,raise its profile, something
it did long before several of

BAe will also use the air-
show to introduce the |
world’s first mid-sized
intercontinental range
twin-jet, the BAe 1000, to
SA’s corperate jet market.
The aireraft was marketed
here last year, but only on .

Air Botswana has bought
two BAe 146-100s and Air
Zimbabwe has also pur-
chased a BAe 146-200.

Last year, the BAe 146
captured 57% of the 70 to
130-seater market with 27
orders for new aircraft.

|
r

_its competitors saw the vai-
- ue of open business in SA.

The past eight months
have been difficult for the
company, and it recently

implemented measures to

counter the effects of de-

pressed economies.

Observers say the com-

i pany will be vigorously

marketing its wares during

. the next year and needs to

!

do business in all spheres of

. its opertion.

BAe will showcase its jet

~and turbo-prop regional

airliners, corporate jets
and military products. Its
interest in the Airbus In-
dustrie consortium will be
represented by the French-

based manufacturer at the

airshow.

'The company’s regional
aircraft family incorpor-
ates the BAe 146 four en-
gined jetliner, the Ad-
vanced Turbo-Prop (ATP)
and the Jetstream turbo-
prop range.

Safair Freighters last
year hecame the latest
southern African operator
to acquire a BAe 146-100,
which it uses on its twice
nightly express cargo
flights between Johannes-
burg and Cape Town.

The ATP, a new genera-
tion twin turbo-prop which
seats between 64 and 72
passengers, was launched
in 1988 and is in service
with several operators
around the world. Last
year, 27 orders were placed
for this aireraft, represent-
ing nearly a third of the
markei. :

Computerised

The company’s stake in
the small airliner market is
represented by the Jet-
stream Super 31 and Jet-
stream 41 airerait. _

The Super 31 is a 19-seat-
er computerised turbo-prop
which has become popular
with users in the US. Its
larger sister, the Jet-
stream 41, seats 29 passen-
gers and was introduced a
year ago.

The first of 136 Jet-
stream 41 deliveries is ex-
pected in the final quarter
of this year.

The regional aircraft are
ideally suited to the south-
ern African market, which
has been marked by in-
creased levels of inter-
airline co-operation and
dereguiation.

paper, and a sale of one
aircraft to Anglovaal chief .
Basil Hersov was reported '
last May.

The BAe 1000 was manu-
factured in response to de-
mand for intercontinental
range, bigger cabins and in-
creased performance, says |
BAe local agents Osprey
Aviation Holdings chair-
man Richard Charter. |

The aircraft has.an rich
heritage, béing a direct de-
scendant of the BAe 125-8C0
which captured 553% of its
market in 1989, the year of
its introduction. It is also a
descendant of the original
Hawker Siddeley HS 125, §
first built in the early ’60s.

On the BAe 1000, the fu-
selage has been lengthened
by almost a metre, increas-
ing the cabin capacity from
gix to eight passengers in
an executive configuration,
or up to 15 in a corporate
shuttle layout. This also in-
creased the plane’s fuel ca-
pacity. By fitting new, effi-
cient engines, power has
been increased and con-
sumption reduced.

Both the BAe 1000 and
the BAe 125-800 will be on
static display at Aviation
Africa.

W




Foreigners flock |/
: Rand Sh |

AN DARIUS SANA
1

year’s Rand Show is atiract-
ing 10 times more foreign exhibij-
tors than last year's, according to
Rand Show spokesman Johan

Theron. f3 {Dctt) 27] l}/ ;.

But despite displays from more
than 250 foreign companies repre-
senting 34 countries, only two US
firms are exhibiting, Theron said
this week.

Atlanta-based BKT Interna-
tional and Detroit-based Rexair
— a vacuum cleaner manufactur-
er — will be the only direct repre-
sentatives of US industry,

Theron expiained the dearth of
American firms by saying the US
was a world in itself. “Many
American firms have not yet
woken up to trade opportunties
with SA)” he said.

There were approximately 25
foreign firms at last year’s Rand
Skow. Theron said it was hard to
calculate exact numbers because
some came under the wing of
their national chambers of
commerce, or government
departments. |

Two Moscow-based firms
would be exhibiting, and also
seeking to become agents for the
importation of SA goods into
Russia, he said.

Most of the foreign firms were ||
there to promote exports to SA,
but many were also interested in
importing SA goods,

Major tourism

CAPE TOWN — Greene Belfield-Smith
world's largest tourism and leisure consultancy, has set
up in SA as the specialist tourism and leisure division of
Deloitte Pim Goldby Management Consultants. -
GBS, owned by accounting and consulting firm De-
loitte Ross Tohmatsu, has an international network of 530

Hotel grou
up the SA

27115

R
LONDON-based luxury HRotel
group Hilton International (HI)
was “seriously interested” in ex-
tensive investment in SA, Hilton

spokesman Catherine Lord said
yesterday.

And Gillian Goldman, local PRO
for the US Hyatt group, said yester-
day the group was “very interested”
in hotel sites in SA, with Johannes-
burg’s northern suburbs being an oh-
vious target for development.

Goldman said a Hyatt hotel in such
an area would probably have to be
built from the ground up, and would
charge rates similar to those charged
by the group worldwide — more than
R1 000 a night per single room.

But a senior director of another top
international chain, Intercontinental
Hotels, said yesterday that the
group’s “definite and advanced
plans” to build a R130m, 350-room
five-star hotel in Sandton had been
scuppered by the “archaic” practices
of SA financial institutions. -

Senior development vice-president
Hans Worms said yesterday the
group counld not come to a satisfac-
tory agreement with SA pension
funds on the financing of the project.

“SA institutions want a straightfor-
ward lease, which is not how we run
our operations anywhere else.”

Intercontinental’s intention to

P g o
(GBS), the

IVAS

option

DARIUS SANAt |
build a hotel on Cape Town’s new
Waterfront development project was

given up after “complicated local

politics”, Worms said.

Lord said Hilton International was
reviewing a number of possibilities
for extending its 153-hotel chain to
SA, including constructing new ho-
tels, she said.

Senior management from the Hy-
att group are due to return next
month after their December visit.

Several other hotel groups are
looking into buying up and construct-
ing hotels and resorts in SA.

Spokesmen for several hotel
groups said privately that the service
and management standards offered
by their hotels would be in a different
league — but so would their prices.

Sheraton Hotels marketing vice-
president (Africa) Mike Prager said
gtate and local sanctions inhjbited the
US-based group from developing in
SA at the moment.

He said the protectionism engen-
dered in SA by sanctions made entry
into any section of the SA market
difficult, and the monopolistic posi-
tion held by “our one potential com-
petitor” (Southern Sun) caused added
complications.

“But there’s room in the market for
more than one group,” he said.

LINDA ENSOR

He said the SA division hoped to pick up all opportuni-
ties for developing tourism by consulting companies and
local, regional and national government, adding that it

offices in 105 countries with 65 000 partners and staff,

Its clients include Boeing, Cunard, Hyatt, Thomson
Travel and the London Tourist Board. The SA office, with
headquarters in Cape Town and offices in Johannesburg
and Durban, is GBS’s launch into Africa.

GBS senior partner Dries de Vaal said yesterday the
opening of an SA office represented an international vote
of confidence in SA’s tourism potential, |

would actively lobby the SA government for a contract to
draw up a tourism marketing strategy.

“Substantial foreign interest in the form of develop-
ment aid and private investment should he available to
develop southern Africa’s tourism and leisure industry
assets provided SA is prepared to commit itself to a free
economic order and investor security — and providing
SA can demonstrate it has an implementable and coher-
ent tourism development strategy,” De Vaal said.

GBS SA director Pierre Tredoux said there was wide-
spread speculation that major sports events would be
moved to SA and the 2004 Olympics was not an unrealis-
tic possibility.

De Vaal said SA at present only received about 300 000
foreign tourists, excluding those from neighbouring
countries, a small proportion of the world’s tota] which
could easily be increased to the 2-million hosted by
Australia. Only a few of these tourists visited Cape Town.

“SA has a tremendous product and it would not be
difficuit to increase the numbers provided it is marketed
properly,” De Vaal said. -

He pointed to deficiencies in infrastructure, namely
airports which were not up to international standards,
insufficient hotel rooms, insufficient luxury coaches and
the lack of a convention centre.



Autocat plant explo

i
JOHNSON Matthey’s decision to in-
vest more than R40m in its new Ger-
miston auto exhaust catalyst manu-
facturing plant represented a
significant commitment by a British
company to industrial development
in SA, British ambassador Sir Antho-
ny‘Beeve said yesterday.

-After he had officially opened the
plant, Reeve said the investment
would prove to be “a sensible busi-
ness decision”. There were good busi-
ness opportunities in SA, and while
there was hesitaney to invest because
of uncertainty in tHe ¢oithiry’s future,
the “events of the last two weeks”
bpded well for the future. -

Johnson Matthey PLC chairman

W

e

David Davies said his firm’s decision
was prompted by incentives aimed at
encouraging the local production and

“export of high-technology industrial

components. Specifically, it was tak-
ing advantage of the Phase VI incen-
tives available to local motor com-
panies that exported components.

At the Germiston plant, imported
platinum group chemicals are
sprayed onto imporied ceramic sub-

product, to local motor manufactur-

ers. They, in tura, export them and |

are credited with the full export val-
ue in terms of the Phase VI-local
content requirements, | .

Davies said he expected cars with
converters would be available in SA
in the next three to four years as
unleaded petrol became available.

Johnson Matthey MD Peter Em-
mel said of the R300 to R800 cost of
the units produced in Germiston, 50%

strates. *The 'coated substrates abe 2 “Was'tnide ug of the platinum metals,

sold to local exhaust manufacturers = 25% the remaining raw materials

who clad them in comparatively
cheap local stainless steel. The f{in-

and 25% the value added in the pro-
duction process.

N é_; incentives |
= {she iu| uct 1s thén sold, .as an SA
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THE tough conditions in the office furniture
indusiry have taken their toll on the market,
but Anglo Dutch, newly restruetured,
believes it can soon become number one. .

The company, which recently merged with
the Offex group, expects to increase turnover
io about R3(0-million in the finanecial year
beginning in July and, through rationalisation,
profits could increase by about 20%.

The company is also pushing ahead with
its export drive into neighbouring states and
the UK.

Both companies are subsidiaries of the
JSE listed Matheson and Ashley group and,
like the rest in the industry, have heen hard
hit by the slowdown in the econpmy. In Janu-
ary, competifor Grant Andrews sold off a
major portion of its operations to the man-
agement group, while the ordinary shares
were converted into preference shares which
will be redeemed. Grant Andrews’ listing
was terminated on March 2.

Angle Dutch has, however, managed to in-

crease its slice of the market and enjoyed a

record month in February. Newly appointed

ch aims for top

shelf in6 spite

S Tiwws BYSS
of _recession

2
mnnagin;ldjr r Victor Fish says consider-
able benefits have been achieved as a result of
the merger, including rationalisation of pro-
ducts, resonrces and facilities which have
translated into faster lead times and a better
competitive position. Production systems have
also been improved at the Aeroton plant near

Soweto.
Exports to Zimbabwe, Mozambique and

Mauritius have increased, while former
Anglo Dutch managing director Allan Green
is promoting the company’s products in the
UK and Europe. Because of exchange rate
differences, Apglo Dutch products can be
exported competitively to Europe.

Mr Fish says export sales in the coming
finaneial year will make up a sobstantial
part of total sales.

“The market is extremely tough, but we at
Anglo Dutch believe we have everything in
place to achieve our objectives.”

__—_m____




Hanson | keeps E

rf"'ut o

LONDON — Hansun Group, the
£11bn Anglu-Amerman conglomer-
ate, yesterday confirmed Eveready
SA was:excluded from the £132m
sale of its battery division to Ralston
Purina of the US.

A spokesman said Eveready SA

was a very good company, bigger in

profit terms than Eveready UK. “We
are very 'happy to keep it.”

He declined to give figures, but
analysts éstimate Eveready SA’s pre-
tax profits at £20m against £15-
£2Bm for the UK operation.

Ralston” Purina, which owns the
Eveready US group, is believed to
have said it does not want to get
involved m the SA market. 4
~ Hanson'bought Eveready for £95m
in 1981, redu¢ing the net price to
£54m = £imainly by selling off the
unprofitable“European business to

rivals Duracell.

Eveready UK’s
steadily
since then been eroded by recession
and competition in alkaline long-life
batteries from Duracell.

Hanson’s disposal makes Duracell
and Ralston the world’s two bhiggest
battery companies.

The sale has raised expectations in
London that Hanson is gearing up for
a series of acquisitions, havmg failed
to follow up last year’s dawn raid
which netted 2,8% of ICI for £240m.

Reuter reports that the acquisition
was a logical one for Ralston Purina,
which already owns the Eveready
brand name and businesses in the US
and several other countries.

Rumours of the sale have circulat-

profits climbed

until the mid-1980s but have

cady SA

ed for months, with Hansun makm
clear its intention to shed mature
businesses with limited scope.’ :

Hanson said the agreement was
subject to approval by British merg-
er regulators and was strongly sup-
ported by Eveready management,

Eveready MD Bob Nevitt said the
benefit of Ralston’s advanced techno-
logy would enable the company to
compete even more effectively in the
UK and fully exploit its tradltlunal
export markets.

Ralston Purina vice premdent
Patrick Mulcahy said the acquisition
of Eveready filled a2 major gap in
Ralston’s international markets.

In the year to September 28 1991,
Fveready had pre-tax operating pro-
fit of £18,5m on sales of £87,1m. After
the news, Hanson shares stuud 2p
higher at £2,29.
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URBAN — Thor Chemi- ||
| cals was likely to import
| finished mercury-hased
| chemicals following its de-
| cision to stop producing
| them locally, a company
Spokesman said yesterday.

| The spokesman wag
| feacting to queries about
| the consequences of the
company’s decision to stop
producing chemicals con-
| tainin mercury-
_' cumpnugndsﬁ/ﬂa'j /4

Asked whether Thor's
British parent company
| would relocate mercury op-
erations to another coun-
try, the spokesman said: “It
[ all depends on our custom-
ers. They may want us to
§ import and store these pro-
| ducts on their behalf

Mercury-based products
| accounted for about 20% of
chemicals produced at Cato
| Ridge, but the decision to
{ Stop making them would
| not affect the company’s
| overall viability, :
| The company was unable
to estimmate how many of
the 100 workers would lose
| their jobs. -
| “Negotiations with the
| Uhion on severence and re-
dundancy packages are
continuing,” he said.




. Investments
Jisted SA development while the

UK-BASED Hambros Bank's
recent investment in the Conser-
vation Corporation and the
Phinda Reserve reflected its

- Willingness to invest in projects

. Involving conservation and local
- communities, the bank’s director,
~Jonathan Klein, said in an

interview. -
“Prospective investors were look-
ing for an ethical investment and the

~fact that the Phinda project provided
- employment for the local commun-
_ity and was directed st environmen-

.tal enhancement made it both credi-

. ble and appealing,” he said.

However, there had been some

.problems with marketing the project

as it was one of the first inward

of capital into a non-

ANC was still touting sanctions,
The placing of the R63m in deben-

- tures had taken longer than expected

. for several reasons — the demand

¢« for sanctions to

L
|

"Hﬂ II.I_I_ i '

remain and Presi-

.dent F W de Klerk’s decision to hold

| PETER GALLI

the referendum. |

“Also, our association with Mas-
terbond seriously damaged our ef-
forts to place the debentures local-
ly,” Klein said.

Questioned about his knowledge of
Masterbond’s financial problems,
Klein said that once the prospectus
had been drawn up and distributed it
became clear that Masterbond was
in trouble.

“We decided not to proceed unless
working capital finance to cover the
Masterbond investment was put in
place. About R10m was made avail-
able and was used to provide funding
until the end of the marketing cam-
paign,” he said,

Despite the R63m raised, 88% of
the revenues for the reserve were
hard currency based and, as most
visitors were based offshore, any de-
preciation in the rand would see
these currencies appreciate.

Any investor wanted a good return

iivestimients, and the projected
returns on this investment were
compatible with development cap-
ital projects elsewhere, Klein said.

Projections for the reserve were
made in July and were ahead of pre-
dictions.

“Hambros Bank has been involved
in. SA for some years and with the
advent of the reforms initiated by
President F W de Klerk we needed
the right project to start reinvesting
in the country,” he said. -

“We advised, structured and mar-
keted worldwide this project in addi-
tion to the £1,5m we invested, which
we intend to retain. There is stijl a lot
of caution about investing in SA and
we felt this was an investment for
the shepherd ratlier than for the
sheep,” he said.

The Conservation Corporation re-
cently announced that gl Master-
bond investors who held debentures
in Phinda would be given an offer to
have their debentures repaid in fuil
and with interest. ’

Mo s
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WORL renuwned brewer Guinness,
which yesterday announced its entry into
the SA markét, does not intend to make the
same mistake as other brewers by compet-
ing head on with SA Breweries (SAB)
Guinness Brewing Worldwide London
said it had entered into a partnership with
SAB to brew stout in SA through newly
“established subsidiary Guinness SA.

The deal, which meant that both Guin-

ness and Heineken were now represented
locally in association with SAB, would
make it difficult for other international
brewers to enter the SA market with any
amount of ease, Guinness SA MD Alfons
Walser believed.

“He added that Guinness had mgned an
agreement with SAB in terms of which
SAB would brew and distribute Guinness
under licence from about October this
year, while'Guinness SA would be a mar-
keting and servicing company.

Walser would not be drawn on what

share of the market Guinness hoped to.

capture, or how big the venture would be,

Gyinness, is good fO@SA’@

MARCIA KLEIN

. but he said the group heped it wc-uld he-

come “a mainline brand”. At present SAB

“brews its own brand of Castle milk stout.

Walser said Guinness had been looking
at the SA beer market — which was too big
a market for the major companies to ig-
nore — for the past two years. During this
time Guinness had been in limited distribu-
tion in SA through Namibia Breweries. But
the partnership agreement would allow
the brand to be more widely distributed:

Although Guinness believed it was in 2

- position — both fmanmall}r and in terms of
. ttﬂu'.w'ﬁ*ldmde e gertlse — {0 come into SA

L alovle, i% ~+ided®n a partnershm with SAB

“as it was the dominant player and had the

excellent distribution channels which were
the key fo. the success of the brand.

Walser said the Guinness stout would
complement SAB’s lagers. The premium
product had been used in Africa for more
than a century, and its strength lay in its
long life qualities.



'By S?en Lunsch@

_The gmnt UK bevérage

and distillery group, Gm—-
nness,

nuunced it would brew its

famuus stﬂut m South'

Aﬁ'ma

Gﬂlnness will be
brewqd and distributed e
under licence by SA

Breweries, but marketed
by a newly formed sub-
S1d1arv, Gumness SA.

- The stuut will hit the "

shelves of stores and pubs

towards-the end of tl:us'~
year, '‘accompanied by an

yesterday an-

tensive marketmg am:l

‘advertising campaign.

“Guinness is a premi-

um brand and it will be a
~major challenge to posi-

tion it as such in the SA

- market,” says MD of
- Guinness SA, Alfons

Walser,

‘He says the group will
retain the UK advertising

-agency that has developed

its famous ads featuring
actor Ruttger Hauer.

. “We will obviously

adopt the ads to the local
market, but the essence uf

our message wﬂl remain,”

Mr Walser says PLH

“Giainness is one of the
most successful interna-

‘tional premium brands

and we are confident it
will be well received by
local consumers,” he says.

Mr Walser says SA is
the bhiggest beer market
in Africa — accounting for
24 million of the total
59 million lifres consumed
on the continent — and as
such a natural area for the
group to expand. '

Over the past two years
Guinness has been in lim-

ited di_stribution in SA

”makes a stout de(:1s1on

thruugh Namibia
Breweries.

Mr Walser says it
would most probably take
a year or two before the
brand is fully established
and Guinness SA runs

profitably.

But he is confident that
the relationship with SA
Breweries, ‘“one of the

world’s major breweries”,
will be beneficial to both

groups.

“It will certainly allow
us to make faster progress
than if we had established
our own brewery in SA,”
Mr Walser says. -

N L
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BRITAIN’s Guifiness Brewing World-
wide Ltd would use its new base in SA
to break into one of the worlg’s largest
beer markets and €xpand into' the re-
gion, Africa director David "Hamp-
shire said. R
Hampshire saud that the regional mar-

ket, including SA, was tough to break into,
and Guinness had formeq 1 partnership.

with SA Breweries rather than “taking
them head op”, -

“We hope to capture a significant share
of the large SA beer market despite the
monopoly held by SAB ... and. develop
markets in the region further,” he said.

British-based Guinness announced last
week that it had formed 3 subsidiary, Guin-
ness SA (Pty) Ltd, and that SAB would
mamifacture, distribute angd sell its premi-
um stout beer brand throughout the coun-
try. Guinness would control its marketing,
Hampshire said. - )

Guinness, which operates in 20 Afriean
countries and is barticularly strong in west
Africa, researched the SA market for three
years before making a move.

- Guinness is one of g growing list of
international companies investing in SA
since President F W de Klerk began dis-
mantling apartheid two years ago. But
foreign investots have

See attitude due'to economic and political
uncertainty”amiid the country’s worst re-
cession since the Second World War.

Hampshire sald SA was the 12th largest

arket Sha
beer marketin the“wor

adopted a wait-and-

. S of con-
sumption, and would grow at above aver-
in the long term compared with
other beer markets. SAB’s core beer divi-
i week reported a marginal in-
crease in sales volumes in 1992, which |
stood at 22,7-milllion hectalitres in 1991,

He said Guinness’s basic strategy was
one of working in partnerships. -

“Although we have the resources and
expertise to take SAB head on, it would
require a lot of money, and considerable
commitment and expertise, to break into
this market,” he said.

He believed Guinness was one of only
three internationaj brewers which could
possibly break into the southern African
market on its own, Heineken, already sell-
Ing in SA under licence to SAB, was one, -
and Carlsberg was the other, he said.

Hampshire said Guinness was Investing
heavily in the joint venture, but he declined
to disclose financiaj details or to give spe-
cific growth forecasts.

He said there was little in the way of
price differences between the local mar-
ket’s lagers and Specialised beers.

“We plan to pitch the price of our beer at
about 50% higher

ocur all.” |

Guinness beer would be launched at
about the end of September. — Sapa-
Reuter.
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Little support for BP 3,@7%_6@@

LONDON — BP’s poor performance
in the first quarter has made it the
whipping boy of London’s stock ex-
change over the past two weeks, huta
few analysts have started to sweeten
on the company, the Wall Street Jour-
nal Europe reported on Friday.

They argue the company is well-
positioned to benefit from economic
recovery in the US and the UK and
that pessimists have driven down its
share price to near-bargain levels.

“BP is doing exactly the right
things at the right time,” says Klein-
wort Benson Securities analyst Paul
Spedding, “They’re cutting costs, re-
ducing personnel — everything they

need to do.”

About the only investors believing
in BP recently have been those in the
US, and that was largely the result of
greater optimism about the economy
and the relatively high prices of com-
peting oil-company stocks. Lehman

- Brothers estimates that more than

14% of BP stock is owned by US
investors. Although Lehman recom-
mends selling the British company’s
shares, it allows that BP has benefit-
ed from the fact that it yields 2,1
percentage points more than Exxon.

That view has not prevailed in the
City. BP's share price has been fall-
ing since it announced its first quar-
terly loss, on May 8. — AP-DJ.
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EDWARD WEST’
UK-BASED general and electr

Al engi-
neering group B Elliot plans to sell its

63,09% controlling stake in Goldfields In-
dustrial Corporation {GIC). __

Coinciding with the announcement of
GICs financial resuits for the year to
March 1992, the company cautioned share-
holders that negotiations which could af-
fect its share price were in progress.
~ The announcement said B Elljot planned
to dispose of its interest in GIC. Although
negotiations were under way to sell the
shareholding, arrangements would be
completed only by July. w_ Yo

B Elliot director Trevor Smith said the
“disposal was part of a restructuring of its
16 international subsidiaries.

GIC yesterday traded at 500c a share,
79c lower than its current net asset value
of 579¢ a share. GIC director Andrew
Crawley said the company traded below
its net asset value because of the small
number of shares in issue.

Based on the 4-million shares in issue,

the market price for the 63,00% stake

would be about RiZ2m.

However, Crawley declined to comment _ was May 29. CTTT director Clive Lans-

yesterday on the price, or to whom the |

shareholding would be sold.

In the year to March 1992, GIC’s earn- _M
ings increased 10% to 93¢ a share from 90c
a share in the previous year. Dividends for :

the year came to 55c a share.
® Soe Page 10
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'THE ANC had begun a major reassess-
| 'ment of its approach to negotiations and
' had withdrawn all the constitutional com-
. promises it offered in working group 2 in
|| the run-up to Codesa II, senior ANC negoti-
. ators said yesterday.

 They indicated a fresh approach could

" a demand that an interim constitution be
" limited to preparing for an election to a
- constitution-making body.

And in Oslo yesterday, ANC president

_h place greater reliance on mass action and

armed struggle should negotiations fail. An

alternative woul {o call for neral .
strike, he said. .N.me@ Nn\mw_mww\

In coming weeks the ANC plans to un-

dertake wide-ranging consultations with
- its regions to chart a way forward.

ANC negotiator Mohammed Valli

Nelson Mandela ruled out a return to the .

e

Moosa said: “We consider the failure of
Codesa II an extremely serious matter,
After five months of negotiations we have
nothing to offer the public.”

At an ANC briefing yesterday, Joe Slovo
said: “We thought we had scored an impor-
tant victory when government accepted an
elected constitution-making body. But they
want an elected body with no real power
and subject to a minority veto, in essence a
white veto.” He said government wanted
Codesa itself to have the power to draw up
a new constitution.

“The device to effect this purpose is the
concept of an interim constitution,” Slovo
said, adding government wanted Codesa to

L] To Page 2

Barbrook gold

JSE aud placed under liquidation in Janu-
ary, has been put up for sale by tender.
Joint provisional liquidators Coopers
Theron da Toit Trust (CTTT) and Metrust
said the final date for acceptance of offers

down said no firm offers had been received
to date. 1P 2.0]5]

Fergusson Brothers gold analyst Trevor
Pearton said the plant at Barbrook was
“overdesigned” and would on the face of it
be worth only scrap value, but the mineral
rights would be worth something; a realis-

mine

| BARBROOK gold mine, delisted on the

for sale by tender

JONO WATERS w@

tic bid would be between Rim and R10m.

Barbrook was commissioned by Rand
Mines in June 1989 at a cost of Ri26m with
proven ore reserves of 250 000 tons at an
average in situ value of 6,8g/ton.

The mine started production in the first
quarter of 1990 and operated untii the end
of the year, when it was placed on a care-
and-maintenance basis.

Barbrook’s shares were suspended on
the JSE in November 1990. Borrowing at
December 1990 totialled R60,41mn.
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By JOSHUA RABOROKO

TWO labour federations have expressed. concemn at the
desire by British and multinational companies operatingin
South Africa to drop the Europcan Community code of
conduct governing employment conditions. ~ - .
Although the Congress of South’ African Trade Unions
(Cosatu)and the National Council of Trade Unions(Nactu)
said the code did not protect black workers against exploi-
tation, they called for a new approach to safeguarding the
interests of their members instead. . = "
Cosatu called for a new code to address the socio-
economic status of workers, help create jobs and restruc-
fure the economy. Nactu, on the other hand, said the code
was useless and urged workers to negofiate codes of
conduct with employers without interference from parent
companies. §O(r‘6l'”"u~ %[{ﬁ T
The two federations were reacting 1o reports that Buro-
pean foreign ministers meeting in Brussels this week will
discuss the argument of {op companies that the code had
“qutlived’” its usefulness and is difficult to apply because
of reform in South Africa. | e
Cosatu spokesman Mr Neil Coleman satd: “Those
- csues must be negotiated by trade union federations and
multinational companies wishing to invest in South Af-

"t

rica.
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offset Tecéssi nary

CAPE TOWN — Shell SA’s petrol
sales, kept buoyant by continuing ur-
banisatiun, helped offset the effects
of drought and the recession on its
chemical division last year.

Shell’s oil, coal and metals oper-
ations performed well, but the chemi-
cals division suffered from lowerthan
expected volume sales, the 1991 busi-
ness report said yesterday.

Total group turnover increased 3%
to about R5,5bn, but turnover from
the group's o0il division increased 9%.
Cost control kept the rise in operating
expenses at 5%. The report said Shell
focused on the core oil, minerals and
chemicals businesses.

A number of under-performing as-
sets were s0ld last year.
| Inland fuel sales increased 1,3% in
- spite of the recession. Shell claimed
its retail growth rate exceeded the
industry’s average performer and
that it was the top seller of petrol.

It said the real impact of the reces-
sion was felt in consumer markets.
The agricultural market continued to
be affected by drought and other fac-
tors. Other market sectors such as
construction, mining and manufac-
ture also showed declines.

Shell has embarked on a R450m

s help

I.IH DA ENSOR }

expansion of: its Sapref refmery to
increase capacity by 30%. o

The report said the recession’s im-
pact on the chemicals sector was par-
ticularly severe. et ;

Because of the effects of drnught -
and recession on the agro-chemicals
industry, Shell chemicals had reor-
ganised its agriculture business port-
folio for sustained profitability.

The minerals division produces |
and markets zinc and lead concen-
trates at the Pering mine in the
northern Cape, and exports steam
coal produced at the Rietspruit mine
in the Eastern Transvaal, a joint ven-
ture with Rand Mines. Zinc and lead
concentrate uction volumes fell
last year, while coal production,
hampered by adverse weather and
mining conditions, remained almost
static at 5,1-million tons.

The report said Shell had approved
a project to expand underground pro- |
duction at Rietspruit. This wouid
begin in the last quarter of this year. |
The feasability of a joint venture with |
Rhombus Exploration to develop a

heavy minerals project in Natal was
still being investigated.




COMPANIES a

TELEMETRIX

se? internat

Activities: The UK group has subsidiaries in the
US and Europe and designs, makes and distrib-
utes a wide range of electronic systems, pro-
ducts and components.

Control: W P Venter family trusts {42 %), Altron
(7%), |
Chairman: A S Walsh; CE: T M Curtis.
Capital structure: 86m ords. Market capitalisa-
tion: RZ267m.

Share market: Price: 310c. Yields: 1,0% on
dividend: 3,6% on earnings: p:e ratio, 28,6;
cover, 3.5. 12-month high, 325¢; low, 165c.
Trading volume fast quarter, 1, 1m shares.

Year to Dec 31 N N
ST debt (Em) v araarenes 2,8 2,0
ET debt {Em) covvevrinrienrrnrvnnrrnasnnens 7.2 6,3
Debtiequity Fatio ...covvcsvrsvnsairrncannne 0,56 0,27
Shareholders” interast ......ccccveacvmcans 0.40 0,45
int & leasing cover .........cocviinniiinn 7,8 B,5
Return on capital (%) ...cconiininn 11.5 13,6
Turnover {(£m) ..ccccvcvricrricenicerninen 72,5 83,7
Pre-int profit {(£m) .o 4,2 5.3
Pre-int margin (%) ..o, 58 6.3
Earnings {P) .occervanriminenininiaraiinians 2,0 2.1
Dividends {P) .cocveeriieiiiiierirsrrisass 06 0,6
Net worth {D} .vvecireiriimere e 14 16

The listing in November of Telemetrix, for-
merly the offshore subsidiary of the Altron
electronics group, gives investors an oppor-
tunity to participate directly in the fast-
moving international electronics market,
The UK group, which is listed in London,
has subsidiaries in the US, Germany and
Norway and also runs manufacturing plants
in Hong Kong, the Philippines and mainland
China. Since 1988, when Alitron took control

of what was then an ailing computer equip-

ment manufacturer, Telemetrix has re-
turned to profitability and grown consider-
ably. Interests are broad in terms of both
technology and geographic location — the
US is the largest market, followed by the UK
and then continental Europe.

While operational reorganisation contin-
ued last year, it was among shareholders and
directors that the biggest changes took place.

A renounceable share offer at the time of |

the Johannesburg listing resuited in Altron
reducing its stake from 67% to 7% in return
for R70m. Altron’s pyramid, Ventron,
passed up the offer. As a result the family
trusts of Altron founder Bill Venter now hold

Conts Telemetrix
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1992

the biggest stake in Telemetrix (42%), fol-

lowed by Altron (7%) and Old Mutual (6%).

Arthur Walsh, a long-time GEC executive
and recently MD at Northern Telecom
Europe, took over as chairman while former
Unitech director Tim Curtis was appointed
CE. Former chairman Cynl Newnham re-
signed while previous CE Roy Cotterill re-
mains on the board. Walsh’s appointment is
regarded by analysts as something of a coup
and the changes to management are seen as
part of the transition from concentrating on
recovery to establishing itself as a substantial
niche player tn the global electronics market.

While the international electronics busi-
ness has a reputation for high growth, it is —
in line with the worldwide economy — dog-
ged by recession. To achieve success in this
volatile sector companies need to be alert to
the potential of new technologies and suffi-
ciently nimble to exploit these opportunities
and keep abreast of further changes.

It was US-listed datacommunications
company GTI, in which Telemetrix holds
65%, which provided the bulk of earnings
growth last year. Fuelled by the success of its
Valor networking firm GTI pushed up oper-
ating profit 79% to US$6,7m from turnover
that climbed 44% to $77,9m. EPS rose 55%.

Rapid growth in the local-area networking
industry has created strong internationat de-
mand for Valor’s products and the firm has

expanded manufacturing operations in the
Pacific Rim, where it now empioys 4 000
people. Valor is expected to be an important
contributor to earnings at GTI and conse-
quently Telemetrix this year.

UK subsidiary Trend Communications,
which supplies communications and analyt-
ical equipment, did less well and reported a
second consecutive operating loss — £1m
(1990: £600 000) — with turnover dropping
£4m to £22m. Norway’s Rasterex is said to
have maintained market share but no detatls
are given of its financial performance.

Semiconductor manufacturer Zetex also
had a difficult year, operating profit slipping
£300000 to £1,lm from turnover slightly
down at £12,1m.

Despite disappointing performances in
Europe due mainly to recession, the strong
contribution from GTI in the US did much
to polish consolidated results. Compared
with restated figures for 1990, operating
profit climbed nearly a quarter to £5,3m on
turnover that rose more than 15% to £83,7m.

A climb in interest charges (largely as a
result of the funding of the acquisition of
Valor in 1990), larger minority interests and
an increased issued equity pegged EPS

growth at 5% to 2,1p. The dividend was

again 0,6p or an equivalent share offer.
Strong cash flow and lower working cap-

M 29[S]9-

ional hedge

ital did much to strengthen the balance

sheet. Net borrowings fell by 40%-plus to

£4,8m, with gearing down from 56% to 27%.

Though the world recession continues to
depress markets, management is confident
that the group, having been restructured to
improve its focus, is well positioned for fur-
ther organic and acquisitive growth. Earn-
ings this year should continue to benefit from
high demand for networking eguipment
from the GTI stable in the US as well as the
extensive reorgamsation of UK operations.

Telemetrix’s potential for high growth and
rand hedge qualities have ensured strong
support for the share on the JSE. The pre-
listing offer was 99,7% subscribed and the
counter has climbed from an opening price of
165¢ to around 310c. While the share has
much going for it, an earnings yield of 3%

looks expensive. Simon Coshmaore

NAMFISH/NAMSEA 5452
Missing the boat?
Namsen

Activities: Catg:hg-aap é,m:u:nassjr'.r':g‘r fish.

Control: Arun Holdings (26,4%) and Natfish
{16%).

Chairman: L A Eldoy.

Capital structure: 70,9m ords. Market capital-
isation: R33,7m.

Share market: Price: 310c. Yields: 3,2% on
dividend; 14,9% on earnings; p!e ratio, 6,7;
cover, 4.6. 12-month high, 128¢; low, 300c.
Trading volume fast quartar, 124 000 shares.

Year to Dec 31 ‘88 ‘89 1'% 91
ST debt (Rm) ......... 3,4 0.9 —_ —_
LT debt (Rm}) ......... 2.3 — 0,3 ——
Sharaholders’ interest 0,65 0,68 0,79 0,77
Return on cap (%) .. B0 . 49 34 4.5
Turnover {Rm) ........ 13,8 81 17.1 39,7
Pre-int profit (Rm} ... 13,6 89 4,2 3.4
Pre-int margin (%) .. 96 154 21 8.6
Eamings (¢) ..ccc....... 230 164 67 46
Dividends (¢} .......... 200 15b6* — 10
Net worth {¢) ......... 333 267 205 537

1 15-month trading period.
» Fxcludes special dividend 55¢ {1888: 20c).

The market seldom misses the boat but on
this o¢casion it may have. If fishing in Nami-
bian waters improves even slightly Namfish

cents IN@amibian Sea Products
725 T —
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'CAPE TOWN-based Shell
‘SA is poised to invest more

BP. . IsT19L
-] could be double that figure. .

.contributed more than R50
-miliion to the community in

£ to
Qe

By FRED ROFFEY

money in South Africa, its
public affairs general man-
ager, Humphrey Khoza, said
this week at a function to
mark the release of the com-

pany’s annuﬁ usiness re-

port. )
“We are lovking forward
to being part of the new |
South Africa in which we
are prepared to invest sig-
nificant sums of money.”
He said Shell was already
investing R450 million in
the upgrading of the Sapref |
refinery jointly owned by

~ The new Shell investment

. Mr Khoza said Shell had ;

the past five years alone.,
This social upliftment
programme would continue.
There would also be em-
phasis on the training, de-
velopment and promotion of
black workers.
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CASTROL SA subsidiary C
Africa was to commence trading With ¥
English-speaking west African and egut! %
African countries without waiting fopof-
Preferential Trade Agreement (P'T,
approval, a spokesman for the co
pany said yesterday. g
Castrol Africa manager Rob Corniih
said that despite the lifting of the eiff X
bargo against Castrol SA in June laded
year, Castrol was still waiting for aps’y
ceptance as a full trading partner ‘j
terms of the PTA. Rith.
“Regardless of the PTA, we will lookf
at areas where the PTA exercises lerk I
power,” he said. t,[" Y-
Renewed trade and efport opportgs ‘
nities existed for Castrol SA after it
established a new division, Castrofg-
Africa, to harvest sub-Saharan mar AL W
potential, Cornish said. . T g
Castrol Africa’s objectives were &&g’ ?
move the industry from Third Wo .
technology to cost-effective, modern
technology and co-ordinate the market- .4
ing and selling of the company's pro- j
ducts, It intended trading in markets, }
other than the traditionai ones, 0., :
Cornish estimated the cnmpaﬁ; :
would experience 10% to 15% growtk R
a market he believed to have sign‘JF :

cant growth potential. yre
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" 'UK keen to capltalls n statuys
| THE seventh and largest UK-SA Busm:sl:‘)

Association trade mission is visiting SA
during the next two weeks to expand
trade and investment links between the
two countries.

- Twenty-five companies were repre-
| sented in the mission and ranged across
. the spectrum of commercial and indus-
trial sectors, trade mission leader Clive
McCombie said at a reception in Johan-
neshurg on Monday. -

“Nineteen of the companies are new to

. SA and are looking for opportunities to

set up direct trading links, agencies, asso-

| ciations and possibly investment,” he
- said.

“The 8% rise in UK trade with SA in the
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flI'St four months of thns year is eneuurag-- -
ing, but the 13% fall in SA trade with the
UK is less encouraging and is snmethmg :
that needs to be looked at.”

McCombie said the UK needed to “cap-
italise on its position in SA as a favoured
nation”.

E
!
1
.+
McCombie stressed that UK com- 1
panies were interested in partnershipsy
with SA and not aggressive takeovers. |
i

é

E

E

The association was formed in April
this year when the British Industry Com-
mittee on SA and the UK-SA Trade Asso-
ciation were merged.
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- Shell shelled out
By JOSHUA RABOROKO

SOCIETY as a whole, not just the Government,
business its licence to operate, the public affairs manager
for Shell South Africa, Mr H hrg Khoza, said this

week. be‘/

Khoza said the relationship between compantes and
society was not a static or passive one.

He said: “Shell SA’s belief that it is accountable 1o
society dictates a strong level of community involvement.
Shell gave R50 million:tp the community over the past
year.” ¥ ”




By FERIAL HAFFAJEE
THE long march of aimost 1 000
British Tyre and Rubber (BTR)-
Sarmcol workers, dismissed from the
British multirational in 1985, is not
over. But it may now be a lot easier.
The Appellate Division last week
ruled that the case should be retried in
the industrial court. This week, the
company reacted angrily, accusing
the court of not “ruling pn the merits
of the case”. C..L S\Fi

But lawyers and the National Union
of Metalworkers of South Africa
(Numsa) ~— whose members were
dismissed — welcomed the decision.

The political climate and more
enlightened labour law made them
confident of a decision in favour of
reinstatement.  Sf{lo— (1 M L1972,

“1 would rather be fighting the case
in 1992 than in 1985,” John Brand,
the attorney for the dismissed work-
ers, said this week.

He said the workers now had a right
of appeal in the Labour Appeal Court,
legal precedent gave them a greater
chance of reinstaternent and current
fabour law provided better protection
for strikers. |

In 1989 the supreme court ruled
that the behaviour of one of the pre-

................

siding officers of the industrial court
could have been construed as show-
ing bias. The officer in question —
also the deputy president of the indus-
trial court at the time — attended a
seminar hosted by Andrew Levy.and
Associates, industrial consultants to
BTR-Sarmcol.

Delivering the appeal decision this
week, Judge Hoexter said: “In our
law, the existence of a reasonable sus-
picion of bias satisfies the test.”

He added: “If a judicial officer has

bt Al B it et
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any interest in the matter before him,
he is disqualified, no matter how
small the interest may be.”

The company this week issued a
veiled threat, saying that the judgment
had serious consequences for judicial
officers “attending organised semi-
nars such as the one arranged by the
Centre for Socio-Legal Studies which
two appeal court and other industrial
court judges attended”.

The company alse questioned

whether approval was necessary

Long battle ... The 1985 BTR-Sarmcol strike was one of the most acrimonious ever in South Africa

nljitlm;-i:||-:'.|r5."rv=.||!=!le-:!!.-:ili|ii|-.|ii

every time a judge wanted to attend a
seminar.

BTR-Sarmcol this week stuck by

its guns, saying it “is confident of the
merits of the case” and that it “did not
commit any uafair labour practice”.
- Numsa representative Gavin
Hartford this week welcomed the
decision. “It vindicates Numsa’s posi-
tion,” he said, adding that the union
believed it “had a sirong case and
were a lot more hopeful for the new
trial”.




South Afric

THE South Ai rican dilemma facing
liberal shoppers in Sainsbury’s may
soon come to hard-nosed brokers in
the City. Anglo American Corpora-
tion, the mining group whose in-
terests encompass most of the South

~ African economy, is preparing to

embark on a European roadshow to
sell its (and hence its country’s) po-
tential attractions to investors. Few
of those investors are likely to share
shoppers’ angst over whether it is
yvet acceptable to buy South African
apples and oranges. Their main
concern is hikely to be whether the
risk of a breakdown in South Africa
is balanced by the potential finan-
cial return if there is not.

But the ethical investment serv-
ice, Eiris, reports ifs subscribers

2 Crmauchon \\WJ im..i-.l[

are still cnncerned abuut compa-
nies with South African interests
- one of the earliest ethical crite-
ria for investors. And despite the
haste with which Britain and some
other countries have abandoned

By Roger Cowe

sanctlnqaa the stance of interna-
tional agencies from the Untied
Nations downwards is that sanc-

tions should remain until the sue--

cessful completion of negotiations
between the government and the
African National Congress.

Anglo American has long been a
prime mover in the internal busi-
ness campaign to end apartheid,
but opposed sanctions, bolstering

i
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criticism the company’s com-
mitment to equality and democracy
was barely skin-deep.

There was a time when the
group’s commitment to South Af-
rica was questioned. The 1989 bid
from an Anglo satellite Minorco,
for Consolidated Gold Fields was
seen in some quarters as an at-
tempt to lessen the group’s de-
pendence on its home country.
Anglo strenuously denied this, but
in any event the bid faiied.

Now there is no doubting Anglo’s
patriotism. “We are still basically
optimistic about South Africa,” a
spokesperson said. And it believes
now is the time to promote itself in
Europe as the ideal vehicle to in-
vest in the country.




Hambros-led

LONDON -~ A British-led con-
sortium, headed by merchant

‘bank Hambros, is about to em-

bark on an investment pro-
gramme in South Africa, which
financial commentators believe

could set the tone for others to |

follow.

Hambros, which has South
African ties stretching back
over more 30 years, has target-
ed the tourist trade as its point
of entry.

It has raised £12 million
(R60 million), which it plans to
invest in environmentally
friendly fourism.

About £5 million of the capi-
tal has come from Scottish and
American trusts and funds and
South African institutional in-
vestors have found the balance.

Much of the cash will find its

way, through the Conservation
Corporation, to Phinda game
reserve In northern Natal,
where luxury game lodges and
extensive apimal rerstpcking
are planned. Slfn A Ci'}_

Hambros executive Jonathan

Klein, who spearheaded the
fund-raising campaign, was

hampered by investors’ continu- |

- ing reluctance to start investing

in an uncertain South Africa
and by the high-profile collapse
of Masterbond, the property fi-
nance company which original-
ly funded Phinda.

According to one financial
source in London, the ANC ap-
pears to have given the Phinda
project the go-ahead on the
grounds that it will create jobs
among the black community
and return resources to the
land. | |

Other observers say Hambros
could be blazing a trail for a
substantial upturn in invest-
ment — although a drop in tour-
ism could effectively damage
its plans. o

Lower air fares are expected
to boost. tourism, but political
uncertainties are still giving
many investors and travellers
cause for careful consideration.




. 8 BUSINESS DAY, Tussday

terday formally announced R59m
had been raised by SA and offshore "
investors -for- the Conservation
Corporation. - 'l

The announcement is the final step
in salvaging the Conservation Cor-
poration; subsidiary, Phinda (:ame
Reserve. ‘The Corporation owed
Phinda.. debenture holders R43m,
raised by Masterbond prior to its
collapse. . 77 Gf‘??_

At a meeting on May 22, Phinda
debenture holders approved the re-
lease of R43m to Masterbond cura-

tors for distribution_to debenture
holders. = (<G3L) @

Of the R59m raigedforeign gani-
sations had invested 40% and local
investors 60%.

Foreign investors were Scottish
fund management company Martin
Currie, the Getty family and Ham-
bros Bank, while local investors were
the AECI Pension Fund, Anglo
American, Fedlife, Southern Life,
Metropolitan Life, De Beers, Investec
and Harry Oppenheimer.

The funds raised offshore had been
used to buy a tranche of SA Reserve
Bank debt, Hambros Bank director
Jonathan Klein said.

An investment company on the Isle
of Man — Conservation Corporation
International — had bought the
Reserve Bank debt and lent it to the
Corporation. - | i







L AT Tk EPF il n T sl B L T e e T ke IR R LT

i ey

South Africa to checl

THE uglier face of British capi-
talism is about to be exposed in
South Africa once again.
Government officials have con-
firmed that a public inquiry will
be held in Natal at the end of this
month which could result in pros-
ecutions against Thor Chemicals
— a subsidiary of Kent-based Thor
Holdings — over mercury poison-
ing suffered by its black stalfl.
Thor reclaims mercury from
toxic waste brought in from the
northern hemisphere. South Af-
rica is not a signatory to interna-
tional treaties banning trade in
toxic waste. The company has
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routinely denied dumping toxic
waste.

Simultaneously, South Africa’s
longest industrial dispute involving
BTR {British Tyre and Rubber), the
South African subsidiary of BTR
ple, is set to enter yet another bit-
ter round, after a court victory for
the union involved.

Dunlop is meanwhile lobbying the
European Commission to scrap the
EC code of conduct governing Fu-
ropean companies in South Africa.

The public inquiry into Thor
Chemicals is being set up by occu-
pational safety officials following

the poisoning by mercury of at least

e 11 o

ercyry

hree employees, who are lying
semi-comatose in hospital with
little hope of recovery.

The Umgeni River near the Thor
plant at Cato Ridge — used for
drinking water and bathing by
local people — is alleged to be
dangerously polluted with mer-
cury.

The mercury reclamation plant
at Thor — reputed to be the big-
gest such plant in the world —
has been shut down by the gov-
ernment pending investigations.

A recent report by an expert on
occupational health, Professor
Tony Davies, found that levels of

e e L e e st o R e e A S stk S U it

risks at Thor ,w..

mercury in the air were consist-
ently above the maximum allowed;
there was evidence “that skin con-
tamination, including burns, are
frequent and that contamination
of work clothes is frequent”; casual
workers were given hazardous jobs
without proper training and respi-
rator equipment had had to be
dumped after being found to be in-
adequate.

Thor has issued assurances that
it will “immediately” implement the
recommendations made by Prof
Davies.

Meanwhile the seven-year dispute

at BTR, which began when 1,000

By David Beresford _
. nnesburg 172,

workers were sacked at a rubber
plant in Howick, also in Natal,
has entered a new phase with an
Appeal Court decision in favour
of the Metal and Allied Workers
Union (Mawu).

A full bench of five judges con-
firmed an earlier judgment
quashing an industrial court rul-
ing in favour of BTR — which
started the legal process — on
the grounds that the court’s
deputy president had opened
himself to charges of bias.

The dispute has had substantial
and bloody repercussions over the
yedrs.
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an interruption in the ip-
- dustry’s Services,

GERALD REINLLY

PRETORIA - Milk pro-
ducers in the northern

Ings for the half Year to  est gt the interim stage,
end-May, the first set of re- This resulted in g 00%
sults to include those of rise in pre-tax income to
newly acquired )it com- R106m from R7m. At-
pany Melcorp.

tributable incoma a .
ver levies paid | = At the weekend the com- h %
by distributors. &3

] .- higher at Rsm
pany said €arnings had in. Melcorp, the 1o agent
Northern Mijxk Produe- | creased tq 24,4c (18,6c) on for Mitsubishi lifts, wag
ers’ Association chairman additionaj shares ip issue,
Willie p

e bought from a Ug subsid.
ourie said losses | The interim dividend wag ;

] 1ary of Otis' US parent
through mii dumping | increased by a third to 12¢ 4

United Technulugies for
could have beep ggp greater | share from 9o,
Without the intery

R16,3m. A R7m rights offer
ention of Turnover figures are not helped tg finance the deg), ;
the Dairy Boarg, given, but Operating profit The Company said it ex. 1 7
In a weekeng Statement, | was 61% wup at Rillm Dected to maintain the per-
he said it wag untrue that (R6,9m). After receiving in- formance to the year end,
millions of litres of miji terest in the previous year, despite the difficult eco.-
had been thrown away. | Otis paid R476 000 in inter-.
Milk had been dumped jn -

nomie conditions.
isolated cases because of jig CI'ISIS for TI’

Perishability. f
Milk had been dumped | pozmne of employees of
Truloe SA, the SA associate

even before the Dairy
Board was get up. - of London Stock Exchange. . : ;
YA [ e —p——
dustry also did not help to group, have been left to foot at the end of February. One
alleviate the propjem, It | huge medica] bills incurred former employee had re.
as the orderly djspengs. over the two months priop orted the mattc
tion created by the poar d{to the company’s liguida- ﬂr:e he said. {9ere
that had Minimised losges. tion last month, ' ’ £
Fourie said the industry Former Truloe cha) '~ Marsh, whe
was being damaged by the Noel Marsh said the com. ed when Lep
current dispute, Non-pay- bany’s 250 employees, who new .management_ team to
ment of levies coyld mean | were reirenched lagt run its SA associate tw’u
month, were never told that months a80, said Truloc’s

Payments to the company’s Problems had stargeq when

Lep ran out of money last
year as a result of property
Speculation in the ;g

Lep, the largest freight
Company in the UK, then
said it could no longer. ad-
vance additiong] cash
facilities to Truloe.

After Lep unsuccessfuily
tried to find 3 buyer for the

company, Truloe was liqui-
dated.

Tpment, Lowveld ang Venda: warm
to hot,

Free State: mild,
Cape Provinee north of Orange

River: cooi to



guered multinational conglomerate Lon- -
rho dived by 65% to £38m in the six months-
the company said

LONDON — Pre-tax profits at belea-

to the end of March,
- yesterday. |

The outcome was £10m better ‘than
- pL O | ¢ “SA profits also suffered the worst. Pub-

" 1lis
. group’s secrecy — Lonrho said SA’s contri-

many London brokers had forecast: and

Lonrho’s share price climbed 2p to.79p on

the news. But after-tax minority interests’

net profits were only £im, leaving earn-.

ings a share down hy 99% at 01p. i

The interim dividend, however, was cut
by only 1p to 2p a share. The stockmarket
had feared there would be no pay out at all.

T
' 1
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Share price, weekiy close
" (cents) .
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Turnover fell by 18% to just under £2bn:

- @s sales were hit by the depth of the reces-

-8ion and Lonrho’s SA, platinum group met-
'~ als operations suffered from weak prices,
- smelting problems and a sagging dollar.

hing a detailed breakdown for the first
me: — in response to criticism of the

‘bution was down by more than %0% to
- £3m, largely as a result of smelting diffi-

culties at its expanded Western Platinum.

- Lonrho said these were now resolved

* the second half. -
-, Qverall. mining

-£39m to £14m. . -

and platinum profits would recover during

profits (including the

Ashanti. gold interests) slumped from

.. General trading’ earmngs were down
“from £24m to £9m and the motor distriby-

.. mate and by de
| but Lonrho’s
. af - enabled the
TEr v ;; _ Etl’ﬂllg.“ : - S
. |+ Borrowings

~ £200m to £903m and gearing was being cut

- from 70% of shareholders’ funds to 50%.

| - tion division’s ‘contribution was almost

halved to £6m. ;s

] - CE Tiny Rowland’s statement said: “We

have been buffeted by the economic clj
pressed-commodity prices,
- wide range of business has
group togemam profitable and
IR P L _ .o

had been reduced by nearly

"1

Rowland said gearing would be down to
40% by the year end.

- ..
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THE shares of UK electronies group

Telemetrix had become one of the

best performers on the JSE since
they were listed in November.

The shares of the little-known com-
pany, once Altron’s offshore arm,
were listed with little fanfare when
Altron reduced its holding to 7,2%
from 67%.

- Altron and Ventiron shareholders
were given the opportunity to buy the
shares at 140c. They opened at 165c
and soared to a high of 410c this week,
before easing to 400¢ yesterday.

The shares, on a price of 43 times
historic earnings and a dividend yield
of 14%, are the most highly rated on
the JSE's electronics sector.

After the listing, SA shareholders
held. 16% of the company, while
shareholders on the London Stock Ex-
change held 35%. Alfron and its
executive chairman Bill Venter held
the remaining 49%.

The Telemetrix share price has

- adr
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han i Share price, weekly close
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" mainly been driven by the perform-

ance of listed US company GTI Corp,
in which Telemetrix has a 66% stake,
GGTY, which is involved in the growing
Iocal area network (LAN) market,
reported an 83% increase in earnings
for the year to end-December. First
quarter 1992 resuits showed a 114%
increase in earnings.

on JSE

Altron deputy chairman and Tele-
metrix dxrectur_Charles Stride said ~
the market was now recognising the
value of Telemetrix and GTT’s invest-
ment in the company. GTI shares
traded at a low of 1,7/8c on Wall
Street during 1990 and have since
risen to 16,3/4c.

Telemetrix’s investment in GTI

was always worth more than the
market value of Telemeirix itself,
but UK investors never gave Teleme-
trix a high rating because few were
satisfied with its management’s per-
formance.
- That came to an end in October
when Stride, who sits on the Teleme-
trix board with fellow Altron direc-
tors Bill Venter and Don Snedden,
spearheaded a major restructuring of
the company.

The investment profile was altered
when Altron reduced its stake and the

“entire board and management were

restructured. The UK operations
were trimmed and more discipline
and cost-control enforced.
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A UK electronies company is report-
ed to he in the Process of buying
troubled East London-based Tek In-
dustrials (TI), SA’s largest manufac-
turer of printed circuit boards,

Tek Corporation, TT’s holding eom-
pany, said it and co-owner Siemens
had been involved ip negotiations for
the past six months, /3 |0}

The media woulg be informed at 2
later date, Tek said. 221191

But a source cloge to the company
said the takeover would mean 3
change in focus, €nabling TI to pro-
duce for the internationaj market,

It was also agreed with the poten-
tial buyer that 9 workers would be
sacked at the end of this montp,
L11i has been discloged that poor con-

Businesgs Day
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YET another clajm of a platinum-
free catalytic converter for motor
€ars put the skids under the metal’s
free market price yesterday, pulling
the price down almost $10 tg Lon-
don afternoon setling of $380,99,

The decline came despite the fact
that the announcement by the J apan-
€se National Instityte for Resources
and Environment of 1 palladium-
based catalyst referred only to diese]
catalysts,

world demand. _ |

Ayrton'MD Brian Nathan said gie.
sel catalysts were already based gp
palladium rather thap platinum ang
rhodium, while g Johnson and
Matthey spokesman said the ap-
nouncement was “not nwmamnnm:w
nNEw or a possible product”.

The news was the latest in a string
of such announcements over the last

Tier’ knocks platinum

converter,

The platinum market faced itg big-
gest scare in the Jate 1980s when Ford |
announced the development of a
platinum-free converter, sending the
price of the mets]) into 2 free fa]]

Analysts said a feature of all the
alnouncements was that while they
had pulled the market down, they had
little or no effect on the use of plati-
num or rhodiym in catalysts.

Moreover, industry sources remain

C-o.
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UK firm sells sita

BRITISH engineefing group B Elliott has

sold its 63,09% intérest in Goldfields Indus:
" trial Corporation (GIC) for R17,1m to man-

agement and FirstCorp. The British parent
will also receive R3,lm by way of an
extraordinary dividend of 120c a share.

Unofficially, the divestment was

prompted by Elliott’s own need for capital

in Britain and not by SA’s present political

situation. The British firm had put its SA
interests up for sale by tender. "

GIC MD Andrew Crawley said at the
weekend that a consortium led by First-

Corp and GIC management had succeeded -

in winning the tender, beating other tender
prices. . .

“Thé management status quo will re-
main;and there will be no fundamental
restriicturing of the company,” he said.

Howéver, he declined to say whether any
retrenchments would follow the change of

| _Epntrq}_. . -

g |DAY

48 100 GIC

4 While th

- Elliott would dispose of its Wholly-
(>wned subsidiary Elliottona Investments,
‘which holds 2,5-million GIC shares, “to
"FirstCorp or a nominee of FirstCorp for an
mx-dividend{amuunt of R16,782m".
It would jalso sell its direct holding of
sfhares to FirstCorp or its nomi-
.niee for an ex-dividend price of R310 000.
‘" An extraordinary :dividend of 120c a

““share would be paid on July 29 to share-

“holders registered on July 24. .'
. A 644c ex-dividend cash offer or “an

. appropriat cash alternative” would be

minority shareholders.

was lower than the share
‘price, whichl had risen markedly over the
:E\ast few njonths and closed at 700c on
Friday, the effective price was 764c when
the 120c sp

‘made to G

cial dividend was taken into
! O To Page 2

GIC 12|19 %-

account, Crawley said

FirstCorp MD David Lawrence said the
company had jeined GIC’s management in
its tender against other bidders.

“We have become the predominant play-

| er in the management buyout field and our

MBO team was involved in the deal and its
success,” he said.

FirstCorp was assisting in structuring
the deal providing finance and taking an
equity stake. However, Lawrence would

1 From Page 1

.

not disclose the size of the bank’s equity
stake, saying it would be “inappropriate”
at this stage.

FirstCorp vice-president Andre Roux
said the shareholding was not finalised but
GIC management would probably acquire
a controlling interest.

All parties were satisfied with the deal
and he believed that management would
“opsure the continued success of the
company .
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pany, which is Owned

by Malbak and ICE, (UK

), increased turns

i

OVer.'by 29% in a market where real;‘fﬁ“_efg-.' -placing greater €mphasis on solutions
enve growth is hard won due tg falligig-___ ,,_a;-s'_e'rviﬁces In the new direct ca

prices, This coupled with a redyced operat. i d
Ing cost hase enabled the company to-show: *

a significantly highep after-tax profit, - |

_Actual furnover ang profit figures were
not disclq.:_i;-.f:_éd, but ICL was one of the top
[ five computer CoOmMpanies in‘the country,

' lal di il McFarlane said,

~hi company’s
j class pro-
ducts sourceqd through 1¢y, (UK) — the only

took: steﬁs to

Last 1
reduce overhead costs. Gross Operating: budget for the year >

-~ Suitahle dcquisitions jafrd_; joint ventures to |

expand all areas of business,
_MecFarlane anticipates that Inarket con-

_ "?__'I:5_','-ditiﬂns will remaijn CXceptionally difficy]t
ities” in

the second haif of the year,

_ “But we are
confident that a5

4 result of the actions we
have taken, we'will manage to achieve oyr




Barlows’ Bibby

LONDON — Barlow Rand’s 79%-owned
British multinational conglomerate J
Bibby has taken a major leap into Europe
with its victory in the battle for Finan-
zauto, the main Caterpillar distributor in
Spain and Portugal.

. . .
Bibby announced on Friday that accep- I~ get on with the task of developing Finanz-

tances for its revised £87.4m cash offer —
against the original rejected £75m bid —
had been received from holders of 89% of
Finanzauto’s shares.

Finanzauto will boost Bibby's turnover I\
by 52% to £830m. With sales of £288,5m.,
ys

last year, Finanzauto will become Bibb

£203m agricultural business — the leas
profitable area of the group’s operations
which include materails” handling, paper
and products, and scientific laboratory
supplies.

Moves

biggest operating division, overhauling thex?

R AN CAVILL and |
=7 MEREDITH JENSEN| (5|

* Bibby chairman Richard Manll-J unes:,

~Jin a statement from Madrid, said: “I am,
o~ very pleased Bibby’s offer has been so

successful. We are delighted we can now

auio as a leading company in Spain.”

The first task of Bibby management will
be to revitalise Finanzauto after a year in
which its sales fell by 14% and pre-tax
profits halved to £7m in the face of a
construction slow-down in Spain and com-
petition from Komatsu of Japan.

Earlier, Mansell-Jones said: “We've
been looking for another activity and for
ways in which we could draw on the man-
agement skills of Barlow Rand.

(] To Page 2

Bibby 0%\ s\

“Finanzauto’s Caterpillar agency fits
the bill and is a logical extension of our
most successful busiress, Hyster, in the
materials handling division.”

In addition the Bibby move links in with
Barlows’ eastern European business — it
has been granted the Caterpillar franchise
for Bulgaria. Bibby is also considering ex-
pansion into Italy and Turkey, targeted for
their growth potential.

Barlows MD Derek Cooper said on Fri.
day: “Fer some time now, Barlows has
been looking for opportunities in other
countries to exploit the experience it has
gained locally. Finanzauto represents just
such an opportunity.”

Caterpillar products in SA since 1927,
While most of the machines have been
imported from the US, Barlows manufac-

Barlows has been the sole distributor of "~

tures light machinery and a range of com-

' From Page 1

ponents locally, - .

Group public affairs GM Ken Ironside
said Bariows was examining the possibil-
ity of exporting SA-made components.

“We are hoping to explore the opportfun-
ity of supplying SA manufactured parts to
the operation in Spain.”

In addition to being the sole distributor
of Caterpillar products throughout Spain
and Portugal, Finanzsuto holds a small
property portfolio.

Ironside said the deal would enhance
Barlows presence in the European indus-
trial and agricultural communities. “The
purchase of FSA can be used as a spring-
board for Barlow Rand to enter other mar-
kets within Europe.”~ *

Changes in management had not been
decided, said Ironside, although it seemed
likely Barlows personnel would assume

Finanzauto executive positions soon.
S —— _
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MULTINATIONAL Lﬂnrhu was i
| <the wﬂrst offender among 16 Brit- |
; ish . companies which paid black §
- SA: staff less than the EC code of
. conduct’s mimimum of £175 a
,month, said a report pubhshed
yesterda_v by the T i'

1-Congress (TUC).
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11 500 iobs
A -

to goa Hu
losses | m‘ﬁﬁ

LLONDON. — British Petro-
leum had its darkest day for
decades as it cut its dividend
for the first time since World
War 1, reported a substantial
first-half loss and said it was
cutting 11 500 jobs.

The loss and redundancies
were the resuit of a cost-cut-
ting and asset sales pro-
gramme, for which the compa-
ny made an exceptional charge
of £1 hillion (R5,3 billion).

The charge transformed a
second-quarter net profit of
£107 million (R567 million) into
an unprecedented £812 million
(R4 303 million) net loss. The

first-half loss was £717 million -

(R3 800 million) compared with

an £834 million (R4 420 million)
profit in the 1991 period.

The second-guarter dividend
was halved to 2,1p (11,ic). BP's
shares fel] 10p (53c) to 196p
(R10,39) yesterday.

Last clue today
to win R20 000

TODAY the last clue for
The Argus/Steers R20 000
in cash Stick-a-Pic
competition is on page 7.
Clues from last Monday
and Tuesday are also
reprinted on that page so

fire]sld

The Argus Correspondent

DURBAN. — ANC secretary-
general Mr Cyril Ramaphosa
has warned that South Africa
would face another lap of
“rolling mass action” unless
the government heeded the
call for an interim govern-
ment, constituent assembly
and embarked on constructive
steps to end violence.
Speaking during a visit to
Empangeni, Mr Ramaphosa
indicated that this week’s
mass action campaign, “which
has succesfuily brought this
country to a standstill”, would

‘be taken further unless de-

mands were met.
He was reacting to Presi-

_dent De Klerk’s announcement

on Wednesay that he was pre-
pared to resume talks.

Addressing more than 70 000
ANC supporters who marched
to the Union Buildings in Pre-
toria on Wednesday, Mr De
Klerk said there was an ur-
gent need for negotiations to
be resumed.

“l am prepared to sit down
tomorrow,” he said.

The naked truth?
DIXON (Illinois). — A prisoner
is suing for what he says is his

freedom under the First

those who failed to get

their copies of The Argus
on those days, as a result

—Sapa-AP. 77
_of_distribution, difficulties, _

whilbw b i

Amendment to worship in the
nude. The lawsuit by Mr Jesse
L.oden asks for R3-million from
the Illinois Department of Cor-
rections and from 13 WmcEm
who work at the Dixon Prison.

‘More reports on page 1
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However, Mr Ramaphosa
threw the ball back into the
government’s court yesterday,
saying that any new talks

would depend on the govern-
ment response to ANC

- demands.

“We will talk to Mr De

Klerk only when he is ready to

ive us our freedom”, said Mr
amaphosa.

Recent reports indicated
that the government, the ANC
and the IFP might meet under
the auspices of the National
Peace Commission to discuss

violence.

Also speaking at Empangeni
yesterday, the secretary-gen-
eral of Cosatu, Mr Jay Naidoo,
said organised labour would
continue to support the ANC
demands.

m“m_u_.mmmm___m Cosatu support
for continuing mass action, Mr
Naidoo said that being vote-

less, the black people had no

other means to express politi-
cal aspirations,

SA Communist Party gener-
al-secretary Mr Chris Hani
told cheering residents at
Esikhawini township that
democratic elections would
soon be held and they should
mobilise numbers to ensure a
democratic government.

Mr Hani and Mr Naidoo
were accompanying Mr Ra-
maphosa on a fact-finding
mission to investigate the kill-
ing of 11 people in Esikhawini
on Sunday night.

.
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Health striker
take over office

SHARON SOROUR, Labour Re R ..__m 5 ¥

ABOUT 60 striking members of the Health Work-
ers’ Union occupied the manager’s office at the
hospital central laundry in Pinelands today.

The strikers occupied the Cape Provincial Ad-
ministration premises at 8am, according to union
shop steward Mr Isaac Ngame. Police monitored
proceedings.

Mr Ngame said they were demanding that man-
agement open the staff tearoom to allow the strik-
ers to hold 2 meeting,

About 80 of the workforce of 309 have been on
strike at the laundry for about seven weeks.

Mr Ngame said management locked the tea-
room because they said it had been damaged by
the strikers. |

“This is not true. We asked the manager to show
us what damage had been caused, but he refused,”
said Mr Ngame. _

At 10am the group was still in the manager’s of-
fice, singing and chanting, while police, manage-
ment and union officials negotiated.

Police vehicles were on the premises but the at-
mosphere was calm.

Non-strikers and workers from other Cape Pro-
vincial Administration institutions carried on
working. Mr Ngame said strikers would not inter-
fere with non-strikers.

About 20 singing and chanting strikers stood out-
side the building. They said they would occupy the
office until their demands were met.

The Health Workers’ Union is demanding per-
manent status for all workers, a R724 minimum
monthly wage and a 15,3 percent increase.

The manager réfused to comment.
@ See page 7.

End of road for chauffeur

NICE. — Police have arrested the chauffeur of a
Franco-Lebanese millionaire on charges of steal-
ing four paintings — by Matisse, Degas and Modi-
gliani — from his employer's French Riviera
home. Together valued at R100-million, they were
snatched a week ago. — Sapa-Reuter.
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ONRHO'S vast
empire in
Africa, rang-
ing from tea

plantations to gold

- mines to hotels and

breweries, is held

together by one
man — Tiny Row-

land. A 3

Thirty years ‘ago,
there were plenty of

other British entre-
preneurs operating in

the pink bits of Africa.
But as independence

bl

+

BT Ty w—

Mining and Land Com-
pany, but until 1981 it
out there is doing a first- . was sleepy, dull and
¢lass job and he falls " going nowhere. Then
foul of the government, ' Rowiand came on the
then he must go,” Row- s

right side of the politi-
cians. “Even if your man

i

- scene. . . e
land is reported to have .~ He was born in E&mr. .
said. | . -, in' 1917, the son of a Ger- |
. Lonrho management :man merchant and a..
consists of an oceasional * mother of Dutech stock. -
flying visit from Tiny. . The family returned to- :
-Each subsidiary is left to ~  Germany, but Roland.;
get on with the job, its - Fuhrhop, as he then was, - JEEEEENS Ay
manager charged only °, was sent to publi¢ school e W . X
‘with making it profit- -‘in England in 1934. Af 7~ . . i 5
able. Says Richard Hall, '/ the outbreak of World
a former employee and - War 2 he changed his .
publisher of Africa Anal- " name — simply insert-

high-profile attempts to
secure a settlement
were {rusted by African
nationalists, “.

During the change-
over to Zimbabwe, Row-
land backed Joshua
Nkomo. But after Robert
Mugabe came to power,
he made strategic ap-
pointments and Lonrho-

survived as a leading o 3

1
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leader of the insurgents
in southern Sudan, where
Lonrho once ran vast
sugar estates. He also
paid for Yoweri Muse-
veni’s tfavel as he
fought for Uganda. In
Angola, Lonrho operated
in Luanda while backing

Unita. . .
Sometimes Rowland

has got it wrong. In
Zaire, for instance, he
upset Mobutu Sese Seko
by proposing a rail link
to the south — raising

. the possibility .of inde-

advanced, they with-
drew south of the

popo. Rowland did
not — he drove on
" He was armed with
two weapons: charm and
ruthlessness. He
charmed the British
upper class in Africa to
make connections and
give him respectability,
tand he charmed Africa’s
new leaders.

E proved astute
at picking Africans to
front his local subsi-
_&mﬂmm and fix the local
Ipolitics. He also culti-
yvated African leaders
Jwith gifts and personal
assistance, This gained
im their trust and
riendship and their pri-
{vate phone numbers.
 Highly skilled expatri-
{ate technicians and man-
lagers made the busin-
lesses work — although
jthey too had to be on the

ysis; “Rowland just loves
buying things, turning
them over in his hands,

making them work. .
. There is no real struc-

ture, he keeps it all in
his head.”

80 Lonrho distributes
cars in nine African
countries, grows tea in
Malawi and Tanzania,
grows wattle in Kenya
and Zimbabwe, brews
beer in Kenya, Malawi
and Zambia, mines gold
in Ghana, South Africa
and Zimhabwe, farms in
Mozambique, Kenya and
Zambia and owns the oijl
pipeline which runs to
Zimbabwe through Mo-
zambique. Many of the

plantations are like

states within states. In
the war zones of Mozam-

. bique he empiloyed a pri-

vate army to protect
them.

Lonrho is one of the
most extraordinary cor-
porate creations in mo-
dern British business, It
was incorporated in

. England in 1909 as the

Londen and Rhodesian

ing the first letter of his
middie name, Walter,

. into the middle of his
.Christian name, to b
. come Rowland.

T .

“«. His business career

began fo develop when
he left for Rhodesia in

-.1947. There he hought
two farms, but he was
. Dot particularly success-

ful as a farmer, and
after 1953 his interest
broadened into other
business activities.

N THE late "50s he

"acted for the Rio Tinto

Imining group, introduc-
ing projects and acting
as a director of some of
Rio Tinto’s companies.

" This brought him to the
“attention of Lon-
- rho, which needed some-

one t¢ stimulate the
company. In 1961 Row-
land, now owner of
1,5 million Lonrho
shares, became joint
managing director,

The company grew

e-

n..ﬂ.r AND w_m.n.w. . pendence for the old Ka-

managed to avoid the Hwnww ﬁuﬁ%ﬂ&%ﬁ:

wrath of the anti-apart- - _ .
" heid lobby even .:Hwnmw.. ~* " Although Lonrho gives
he was quietly investing- >the lie to the belief that
in South Africa. In the'  ‘Africa i8S a commercial

Lonrho annual reports,” Wasteland, its problems

Western Platinum was; are¢ mounting. At one

described as “in Africs”, -time Rowiand was on
It is"in South Africa, and first-name terms with a

_, jthe refining plant is in me%mumﬁﬂmwhm %%.Wmm”
IN THE latest round of peace talks . . ;: ._Mmﬁwﬁw JWHHH. ﬂwhm ot
between the Mozombican government  punished other com.~ Has .
and the Renamo rebel movement in .-’ panies that operated in - 13Wias areal friend.
Rome this week, the name of one of - South Africa know of, For some yéars the
the participants stood out like a white Wmmm__zuwm.ﬁ rerbaps . ﬁmﬂﬁﬂﬂﬁ% arveular,
- vef e - BT CROSENOL L0, gy e
Mﬂ—-ﬂ..mﬂ..ﬂ.ﬂhﬂ-ﬂﬁﬂﬂﬂﬂhrunmwh_“““tmm ~ 1% Although Rowland fias # :South_ Africa, have gen-
(above). Friond of } 4 ._ never been a political | €rated the bulk of Lon-
Vel of numerous presidents  player in South Africaas  rho’s profits, But the
and rumoured president-maker, his he was in Zimbabwe, he platinum price has fall-
name has become almost synonymous
i.—rh##n.n.n:hn#uOEUmzn:n

‘Hastings Banda of Ma-

count only the ageing

has made significant en dramatically. Gold,
gestures to the African tea, coffee and sugar
JOHN MOORE of Th
report, :

a Independent

o —

rapidly, as deal after
deal fellowed, mainly in
Africa. Rowland provid-
ed the ideas and was left
to implement them.

One of Rowland’s

L
great skills has heen his
ability to ride the politi-
¢al roller-coaster. Al-
though Lonrho was in-

volved in Rhodesian
.mmunznum-u:mﬁum, his

“Yambo, then ANC presi-
~dent, to London when he
suffered a stroke.

T e Mo R mﬂ. e ot e e e
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National Congress. In
1989 he lent his private
aireraft to fly Qliver .

Rowland's love of high
polities in Africa has led
him to bacKk some odd
rebels. He picks up the
bills for John Garang,

have also suffered price
collapses. |
.. Rowland, at 74, is now

‘- dismantling significant

parts of Lonrho in an ef-
fort to raise cash to re-
duce group berrowings.
The move follows a col-
lapse in profits by the
equivalent of about
R390 million in the Iast

e e

S

financial year. .

But selling up and
moving into more profit-
able ventures is not pos-
sible. Who would buy a
tea estate in Mozambi-
que or a garage in Zam-
bia now? Many of the
African assets are un-
saleable, not because
they are not valuable,
but because few other
companies have the
courage or skill to take
on ventures in {he heart
of Africa. Nor do they
have a chief executive
with a passion for Africa

-and the ability to make

it work.

Hmmmm is talk of

sSuccession. Whatever
talent there is at the se-
nior level is showing
signs of restlessness.
Whoever does attempt to
oust him, though, wili
face an awesome chal-
lenge. With profits in his
30-year reign having
risen from about
R1,2million to more
than R12 billion, Row-
land still has a vast
army of loyal sharehold-
ers likely to rush to his

defence.

- And then there is the
man himself. As Row--
land has said, “anybody
wito wants to kill that
company has got to have
a submachipe-gun, mor-
tars, guns, all sorts of
ammunition, beecause 1
am going to protect it to
the bitter end.”
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'BP axes 50

. Business Editor

BP (SA) has retrenched 50 people,
mainly at supervisory or managerial
| level. But a spokesman said yester-
day that this was due to streamlining
the organisation to make it more effi-
| cient and not to the recession.
~ “The company is constantly look-
ing at ways of Euaximising its effec- }
| tiveness. |

“The focus has been on productiv-
ity. and customer responsiveness.
This has led to some staff reductions.
!  “Those affected — 30 people —

comprise 2,6% of a total staff comple-
ment of 1 900. | oo
| “Many have accepted an offer of |
| early retirement en generous terms.
iMany others have been absorbed |
| elsewhere in the company.” |
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- rand which swin

By Neil Behrmann

LONDON — Companies wanting
to finance subsidiaries or make
acquisitions in South Africa can
make use of the country’s mora-
torium debt at the most attrac-
tive discounts in 12 months.

Known as Public Investment
Commissioners’ debt (PIC), the
market price has fallen to 855
US cents to the dollar against
94 US cents at the end of last
year because of the strikes and
general uncertainties abhout SA.

The discount to the dollar is
thus 15,5 percent.

PIC trading levels are impor-
tant because foreign corporations
can purchase the debt to invest
directly in South Africa.

By buying the debt at a dis
count, they can purchase rands
and either finance SA subsidiaries
or make other direct investments

- at cheaper rates.

PIC is thus a far better indj-
cator of direct investment inten.
tions than the volatile financial
gs wildly on
changes in market sentiment and
foreign purchases and sales of se-
curities,

PIC has fallen on the market,
partly because foreign investors
have placed investment decisions
“on hold”, say bankers. It is also

| influenced by the financial rand.
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The volatility of the financial ra
vely steady commerclal ra

The financial rand has strenth-
ened sharply in the past few days
to 3,66 to the US dollar from 405
a few weeks ago.

But its discount to the com-
mercial rand is still 26 percent,
a gap which reflects poor confi-
dence.

Since the discount is far
greater than that of PIC debt,
PIC prices are under pressure.

Nevertheless, corporate trea-
surers who take the view that
the South Africans will be back
to the negotiating tables are well
placed to buy PIC debt in a
buyers market. It generally pays
to buy the debt during periods of
uncertainty because the PIC debt

| Praducod cming WEN Provwssiis braghlcy - Kobware Sangigy S e St 1Y

nd is compared with a relati-
nd (against the US dollar).

market is illiquid.

Financial rands are at bargain
levels and in normal circum-
stances would be the better entry
point, but there are limitations.

In terms of SA exchange con-
trol legislation foreign companies
and individuals can buy or sell fi-
nancial rands to buychase or sell
securities.

Foreigners can also obtain per-
mission to buy finaneial rands to
acquire equity in new and unquot-
ed SA corporations.

If permission is granted, it can
also be used to acquire fixed
assets such as commercial prop-
erty, buildings, construction
works, machinery and equipment.

=

ncial channel into SA

PIC debt, however, is not sub-
Ject to the same currency risks as
the finrand, can be used for loans
and has tax advantages.

Bankers estimate that about
$1,5 billion has been used for PIC
debt transactions either for
project finance or working capi-
tal loans to SA subsidiarijes.

The advantage of those loans
is that they can be converted into
foreign currency with forward
protection.

Standard London estimates .
that it has negotiated 380 PIC
debt transactions since 1988.
Around 50 to 60 UK, Continen
tal European and US companies
tend to make use of the instru-
ment.

Hambros used PIC to finance a '
£12 million investment in Conser- .
vation Corporation, a company
involved in tourist development
in SA.

PIC debt trades at higher .
levels than the financial rand be-
cause it is mainly held by banks
that were caught in the 1985 SA
debt moratorium.

Bankers and international cor-
porations take a longer-term
view and are not prepared to sell
the debt at fire-sale prices.

By acquiring PIC debt through
the secondary market, corpora-
tions can fund their subsidiaries
with discounted long-term loan fi-
nance.

o ome il
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| Rolls Royce sa

ROLLS ROYCE sales in SA dropped {o four
last year — sharply down from the early
'30s when sales topped 20 a year.
MecCarthy Motors MD Errol Richardson
said Rolls Royce sales in SA had declined
in line with a world of falling luxury
vehicle sales. (23 '
L In the past deeade local sales had fallen
L to an average of four a year, mainly be-

| cause of the declining economy.

Richardson also forecast stagnant sales

Priced at nearly Rlm — of which more
than half is paid in import duties — the
luxury cars are imported to customer
specifications. B

" The price might seem steep, but about
80% of all Rolls Royces built are still on

the road. : -
Grosvenor Rolls Royce MD Dennis Wes-

ton said approximately 500 of the cars
were still on SA’s roads.
He

sgifl one of the newly introduced two-  Holdings.

ding a rough road

door Continental R coupes had recently
sold in Cape Town for just more than R2m.
Tt was the only such vehicle to be allocated
to SA by Rolls Royce in the UK.

Only 70 Continental R models were to be
built for markets in the US, UK, continen-
tal Europe and the Pacific Basin.

The Rolls Royce franchise is held in the

‘Transvaal by McCarthy Motors through

Grosvenor Ford, in Durban by McCarthy
MMI, and in the Cape by Brian Porter
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Gencor deflates Lonrho talk
by up Loy s 12t Gecor would

resiructured was not an jssue at the mo-  tenburg, with Gencor holding the balance,

ment, chairmaa Brian Gil gtson said  yonrho also has 8 78% stake in coal and
yesterday, ‘E)Lo ﬂ"‘l 0 75 _ anthracite producer Duiker Exploration,

0 Spite of Lonrho's failed rights Diey’  Which holds 36% of Eastern Golg Holdings,
neither Lonrho nor German financier Diet. Duiker has a 25,8% stake in a joint ventupe

er Bock, who had bought nearly half of ien an lo American and Freegold to ex. |
Tiny Rowland's 14,1% Lonrho stake, had ;’ilure F&geeguld’s Lnrthern divis%uﬁl’ = Cx
Indicated they wished to sell the SA assets, :

he said. (Laerstate, the Dutch company An Anglo spokesman yesterday devtined
owned by Bock, had Subscribed for 276. to say whether the corporation would be

million of the 29.1-millio ' interested in a possible sale by Lonrho,
in the rights issue). . e”don’t comment on ma%t specula-
“But, in all truth, we have@;\@?“r she said. m bi D

much thought to the buying of Lonrho’s Lonrho also has two fully owned subsid-
assets in this country,” Gilbertson saig. iaries — vehicle distributors LSA Motors °

Lonrho has a 739 Interest in Western and aircraft distributors Nationaj Airways
Platinum and Eastern and Finance Corporation,




Everythmg keeps growmg right for Spectratech
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Spectratech has
shown remarkable
growth in its five
years of existence,
and the key, says
dynamic MD Earle
Wainstein, is
p!annmg

n spite of the@ry heitiZ 1n

the grips of an economic reces-
sion, Spectratech, the electronic
division of Elvey International,

inereased its turnover and

maintained a steady growth.

Started in 1988, Speciratech
showed a 120 percent growth
during its first year of trading.
This increased to 154 percent
and reached a peak of 263 per-
cent in 1991, The 80 percent bud
geted growth for thls fiscal year
is on target.

In the highly cnmpetltwe
world of electronic components,
Spectratech has maintained a
__ reputation as one of the top dis-

tributors. It has the agency for

British-based company RS

Components and can offer the

market more than 34000 differ-
ent electrical, elgctronic, mech-
anical, electrumechamcal com-
ponents.

This high service distribution
arim of Spectratech has become
the flagship of the company. The
other brands it stocks are a
range of Alfac eleetronic sym-
buls for printed circuits, Dazor,
Stucchi, Camloe, Lurlm Cer-
berus lighting cnmpnnents and
Teleon, Neosid, Kepston Q-Fab
magnetics, Magnet Develop-
ments.

Elvey International was start-
ed in 1946 by Charles Elvey and

E 3TN ﬁ sﬂi‘-r.,r M

30 years 1ater was taken aver by
the Wainstein family, Spectra-._

tech is one of four companies in |

" the Elvey International group®

and is headed by 31-year-old

- Earle Wainstein. This dynamic _
‘man is the driving force behind

Spectratech’s success. o
Wainstein is a participating

-managing director who leads by

example and is prepared to du

-any task in the company that

needs to be done. -
He says: “The three mnst

.important factors are: distribut-
ing top quality products; provid-

ing an excellent customer ser-
vice; and selling cumpetltwely

prlced produets — apart from ;

the up-market RS Components
range which is imported frnm
overseas.” .

What style of management
does Wainstéin use with his
small staff of 157 “I am a very

positive determined person who
is driven by success. I also
belleve in metmulnus plan- -

ning .. -

His attitude ﬂbvmusly pays off
as his staff turnover has been
virtually nil since he started

Spectratech in 1988.

Based in Johannesburg, the

| supplier.

-4" an"i M

. RE@H

WB“ don& e Stava Hone
(from left), export director RS
- Components UK, congratu-
Iates Earle Walnstein, manag-
" Ing director Spectratech, with
Phillip Roblno, reglonal sales
manager RS Components UK,
" after winning a sllver award
- for the best stand at the
1992 Electro Mining
EXhIhItInn. |

TR

company nnw ‘has offices in

" Durban and Cape Town and a
fourth one is opening next
month in Port Elizabeth.

In 1988 Spectratech was one of
five distributors.in this ecountry
for British
“Components, But Wainstein

zgradually edged the others ou
~of the

market and today
“Spectratech holds the snlﬂ
southern African agency.

The successful growth of th

company has led to closer co-

operation and support from RS
Components, thElI‘ mternatlunal

company RS




L.onrho hit har

tumbling

| Bl
LONDON — T fallg picsof prcious /Lo S ———
metals had heen a prime cause in making JIAN HOBES |

1892 the worst year in Lonrho’s 31-year
history, the conglomerate’s founder and
CE Tiny Rowland said yesterday.

He announced grim profits, down from
£205m to £80m with the recession-hit turn-
over tumbling £1bn to £3,9bn. Excluding
income from disposals, the profit attribut-
able to shareholders is just £9m.

Despite the disposal
Audi distribution company VAG, and
rights money raising £236m, Lonrho’s
debt, mostly short-term, remains high at
. £794m. |

Earnings per share are down from
13,98p to 1,2p and Lonrho will pay a final
dividend of 2p, making a total of 4p.

Turnover for southern Africa dropped
from £439m to £400m with the region’s
profits diving from £65m to £17m. Good
sugar results helped agricultural profits,
down from £19m to £13m. ey

The worst overall results come fro
~ general trading profits plummeting from

£35m to £14m.” .

- Emphasising that the continental

~drought had added to business difficulties
in Africa, Rowland told shareholders; “The
past year has been the most difficult in
. your company's history. Falling precious
metal prices have been the greatest con-
cern. The depressed world economy has
hurt many of Lonrho’s businesses, despite
our diversification.”

Rowland, who for the next three years
will share his authority with new German
joint CE Dieter Bock, said he retained high
optimism for SA’s future and Lonrho's
business role in it. . ~

There would be no disposals of core
business in SA or southern Africa where
Lonrho held a majority or close to it.

In advance of yesterday’s sombre re-
sulfs, he had confirmed that they could
dispose of minority stakes in Anglo Ameri-
can’s Leeuwhosch and Eastern Gold Mines
.and would consider allowing Gencor to

of their British VW-

TN
eqlrices

increase its 27% stake in Lonrho’s three
platinum mines in SA. B
Deputy chairman Paul Spicer said the
company was not willing {o “add or sub-
tract anything” from speculation that they
were considering involvement in an ANC-
aligned newspaper venture. '
“All we can say is that we have great
optimism for SA’s future and our relation-
ships with all major parties there are ex-
cellent. We certainly want to contribute to
progress,” said Spicer. .

- He said despite the drought and “other
problems” they had made record sugar
profits and looked forward to reporting an
improved overall result next year.

- Lonrho spokesmen said there would be

- 0o strict demarcation of responsibility be-
: tween Rowland and Bock, the biggest sin-
gle sharebolder with an 18,8% stake worth
- about £130m. o

- But it is widely anticipated that Bock

will concentrate more on the financial side
allowing Rowland more time to concen-
trate on investments in Afriea. i
. Company sources said much more would
be seen of Rowland in SA, in which he has a
passionate interest, |
Bock is reported to be more concerned

"about Lonrho's dented public image and

wants to bring non-executive directors on
to the board. He conducted a poll of opinion
in the City of London before he purchased
his big stake.

Lonrho remains secretive about the
future of its remaining British national

.newspaper The Sunday Observer, which is

losing heavily. The company has written

off the Observer’s “intangible” value of

£117m,

.. -The Evening Standard of London last
night claimed that Dieter Bock had placed

The Observer at the top of a pile of options
for disposal. But the Ohserver’s editor,
Donald Trelford, last night insisted: “We
have no plans to sell The Observer.”
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THE JSE yesterday announced a revised
basis for determining listing fees after a
review indicated disparities between ser-
vices used and amounts paid.

The move entails a sliding scale for the

determination of initial listing fees. In
effect small, low-priced issues will cost
less while 1arger high-priced issues will
cost motre.

According to a circular sent to com-
panies listed on the JSE, annual revision

i fees would not be increased in 1993, but the
I maximum and minimum fees would be

raised by 5%. For the JSE this would mean

r Cllisting fees

an increase in income from this source of
about 4%.

Fees for the processing of listings will
rise by an average 12%.

The revised annual fees are payable on
March 1, but the new fee structure for
initial listings will come into effect only on
June 1. The current rate of listings and
documentation fees would be applied to all
transactions where documents had been
formally approved by the JSE by May 31.

Battered but le

A [§]L93

Frame reins i

A SIGNIFICANTLY downsized and ration-
alised Frame Group contained its attribut-
“hie loss to R8,6m for the half-year to end-
Lrecember after showing a R20,9m loss in
the previous vear.

Increased irnports of textiles and re-
duced consumer spending resulted in a 9%
decline in turnover to R308,1m (R338,2m),
chairman Mervyn King said. The group
was operating at well below capacity.

Operating income of R872 (600 compared
with an operating loss of R7,9m in the
previous year and an operating loss of
R30,2m at the June year-end. King said this
was the first time since June 1990 that the
group had shown an operating profit.

However, this profit was offset by inter-

' est cparges of R14,2m, 20% lower than the
' previous year’'s R17,7m. This resulted in a

R13,3m (R33,8m) pre-tax loss.
Frame reported a loss of 41,4c a share,

. compared with a 110¢ a share loss in the
| previous period and 238,8¢c a share loss at

the June year-end. No interim dividend
was declared.

In the two years to end-December, staff
had been reduced by 47% to 8005, and
factory premises scaled down significant-
ly. Since December 1991, working capital
levels and borrowings had been reduced.

CT
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King said the results reflected “a
marked improvement”. If the sales volume
had been the same as the previous year, the
group would have operated profitably
after interest, King said. But “imports and
the recession took their toll on gross sales”.

He said the combined effects of the
structural adjustment programme and the
recession “had devastated the textile in-
dustry”. A parel was considering the indus-
try’s long-term strategy but the Board on
Trade and Tariffs had not yet announced
the time period for the mterml ad valorem
duty structure.

He said structural adjustment pro-
gramme duty-free permits were “still
rife”, and it wounld take until March 1994 {o
work them out of the system.

The group’s future would be infiuenced

'by the economy and “equitable barriers

against disruptively priced textile imports
from subsidised textile exporters”.

But the rationalisation meant Frame
was well placed to take advantage of "a
beneficial structure in the textile industry
and an upturn in the economy”.

Subsidiary Consolidated Frame Textiles
reported a luss of 23 9{: {60c) a share,
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UK firm qulls 1(2)}12 9§

LONDON - Br1 ish packaging gruup Low
yesterday it had scld its remaining African husmesses in

It said £1,1m had been paid in c&%&m%ﬂf based

in the British Virgin Islands and the balance was pay-

SA, Zimbabwe and Zambia to a
company for £1,5m.

able over the next three years.

Group finance director Nurman MeLeod said the six
industries in question were involved in manufacturing
textiles for the clothing trade and industrial plasties.

Last year the group disposed of operations in Kenya
and Nigeria. McLeod said the move out of Africa was to
enable the company to concentrate on its core business.

— Sapa-Reuter.

At ABSA Bank Corporate Division we strive to establish
relationships bridged by trust.
understanding. And above all, relationships that will help take ,

you frum where you are, to, whera you wani to be
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No exchange cover Fv i

_ o
Lloyd’s members in SA will not be allowed to
buy forward exchange cover to hedge some
of the potential losses produced in London in
1990 (see P34). Lloyd’s accounts are final-
ised three years after the trading year; so
members know losses were eavy but do not
yet have the full picture for 1990

General representative for Lloyd’s in SA
Ronald Napier approached the Reserve
Bank last year and then told members the
Bank had approved forward cover in princi-
ple “provided that I was able to give them an
- accurate estimate of the potential loss.”

Forward cover would not alter the sterling
amounts of members’ losses but could pro-
tect them against a further weakening of the
rand /sterling rate in the three-year interval.

Napier worked with members’ agents to
provide estimates for all Lloyd’s Names who
wanted the cover, But the Bank has now
declined permission for cover because esti-
mates presented to it were not firm and
ascertained. That indicates a lack of percep-
tion of how London markets work, for it
would not be possible to supply the required
“accurate estimate” — just a highly in-
formed approximation.,

Napier says he is extremely disappointed,
adding that another reason for the Bank’s
refusal was that granting permission would
give rise to an unacceptabie precedent.

In a note to Lloyd’s SA members, who
have unlimited liability for their share of
losses incurred in their syndicates, Napier
says: “My last hope, as a Name who will
have to pay losses, is that the rand /sterling
exchange rate should remain at R4,40 /£
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In need of discipline

Activities: UK-based multinational with mining,
agricuitural, commercial and industrial interests
and 60 countries.

Confrol: D Bock with 18% is the largest share-
holder,

Chairman: M J R Leclezio; Joint MDs: R W
Rowiand & D Bock.

Capital structure: 66 Tm ords. Market capital-
isation: R3,8bn.

Share market: Price; 585c. Yields: 3,2% on
dividend: 1,0% on earnings; p:e ratio, 105;
cover, n/a. 12-month high, 800c; low, 350c¢.
Trading volume last quarter, 14, Tm shares.

Year to Sep 30 ‘89 90 )| 92
Turnover (£m) ........ 5108 5476 4846 3 E66
Pre-int profit (Em) ... 273 272 207 178
Pre-int margin {%) .. 5,3 5,0 4,3 4,6
Earnings {p} .cooviennnn 27,1 236 14,2 1,2
Dividends {p} .......... 14,2 15,7 13,0 4,0
Net worth (p) ........ . 222 216 204 171

Someone out there knows a lot more than the
rest of us. Why ¢lse would Lonrho, whose
earnings at 1,2p a share were last this low in
1965 and which has returned sharply declin-
ing results for three successive years, be
sitting on the extraordinary price:earnings
ratio of 1057

Perhaps that someone is the German fi-
nancier, Dieter Bock, who has just become
Lonrho’s joint MD and CE. Effectively, that
brings to an end the unusual one-man control
exercised by Tiny Rowland, an inscrutable
manager possessed of a life-long love affair
with Africa.

Romanticism is one thing, hard facts are
another. This multinational trading con-
glomerate has colossal borrowings of
£849m: its net interest bill for 1992 was
£99m; turnover has fallen a cool £1bn from
1991; and attributable profit has fallen to
£8m from the previous year’s £90m. Lon-
rho’s only saving grace came from extraordi-
nary items, which netted £78m — nearly ali
from the disposal of a variety of important
investments.

The dividend of 4p a share, down from 13p
in 1991, is still generous relative to its earn-
ings. Rowland cheerfully tells shareholders
in his annual message that the company will
be doing better next year — that will not be a
moment too soon for loyal followers who

Cents Lonrho Plc
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have lived for years through Rowland’s tn-
umphs and tragedies.

Lonrho does a bit of everything. It owns
newspapers and hotels and prints postage
stamps; it mines gold, platinum group metais
and coal; it is heavily involved in motor
vehicle sales and assembly and makes bed
linen; it seils aeroplanes and clocks. In the
circumstances, it is not surprising the group
comprises 700 companies and operates in 60
countries. The wonder i1s that anyone can
keep track of such a diffuse and amorphous
congeries. '

Lonrho and Rowland have not exactly
been beloved of the City. Whether Rowiand
cares is one thing; unfortunately, it has
probably harmed his company and its
shareholders in the process. Research for
this article led to the interesting discovery
that very few major London finance houses
or brokerages covers Lonrho on a regular
basis. “There’s not much interest in it in the
UK, old boy,” drawled one superidr-sound-
ing analyst. “The chaps on the Continent
seem to follow it.”

What Lonrho needs is more cash by way
of equity and less through borrowings —
recognising this, it has held a rights issue and
sold substantial investments, most of it at a
profit. But the debt mountain is stili daunt-
ing. Suggestions that Lonrho 1s seeking to
capitalise on its highly successful — and
unlisted — Western Platinum mine by doing
a deal with partner Gencor haven’t been
confirmed.

Lonrho needs tighter management control
and less in the way of African buccaneering
and spectacular vendettas about Harrods
which derive as much from pique as from lost
opportunities. Bock will probably bring qual-
ities of discipline and order to the company.
No doubt he will introduce well established
Teutonic ways and means and, in time, it will
make good money again.

That wili make Lonrho predictable and
safe; shareholders will applaud. Financial
observers and journalists will be bored.

David Gleasan

"y
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ANGLO-ALPHA M

Emphasis on cos

3/92

While the economy and, particularly, the
fixed investment cycle remain in recession,
the only game in town for companies like
Anglo-Alpha is cost-cutting and tight asset
management as a means to underpin profits.

In this context, Anglo-Alpha has enjoyed
above-average success. Though earnings
have declined in each of the past three years,
the cumulative fall in historic cost EPS has
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Anglo-Alpha’s Pretorius ...
~..expansion plans cut back

Activities: Produces cement and related pro-
ducts.

Control: Holderbank and AV! through Altur
Investments (54,8%).

Chairman: P Byland: MD: J G Pretorius.
Cupital structure: 30, 'm ords. Market capital-
isation: R1,038bn.

Share market: Price: 3 450c. Yields: 4,4% on
dividend: 9,86% on earnings; p:e ratio, 10,4,

cover, 2,2. 12-month high, 4 350c; fow,
2 400c. Trading volume last quarter, 412 000
shares. -

Year 10 Dec 31 89 W 9N ‘92
ST debt (Rm) ......... 426 152 456 383
LT debt (Rm} ......... 73,0 82,2 137,2 1602
Debt:equity ratio ..... 019 0,14 0,23 0,19
Shareholders’ interest 0,69 0,71 0,70 065
Int & leasing cover . 10,6 13,0 7.1 5.4
Return on cap (%) .. 20,4 1856 14,1 14,3
Turnover {Rm) ....... . 625 691 728 787
Pre-int profit (Rm} ... 183,1 177,3 148,7 162.2
Pre-int margin (%) .. 27.3 244 190 199
Earnings {C} ..coceennee. 367 350 343 331
Dividends {c} .......... 116 132 162 162
Net worth (c} ......... 2069 2262 2453 2609

been confined to under 10% — from a peak
of 367¢ in 1989 to last year’s 331¢. While the

- deficit is a2 wider 26% on current cost earn-

ings, even this is acceptable given the 16%
decline in sales volumes experienced over the
past two years alone.

Last year’s fall was due entirely to factors
which, for present purposes, can best he
described as *‘non-trading”. These can be
summarised as:

[1 Interest charges — 1992 interest charges
rose R9m from R21m to R30m. The after-
tax cost reduced the bottom line by almost
R4,7m and the effect was to reduce EPS by
about 16¢. This was a carry-over from 1991,
when total year-end borrowings rose from
R97.4m to R182,8m and though interest
charges that year increased by 54%, the
R21m total for 1991 was still only 11,5% of
year-end debt. So the 1992 increase to R30m
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ECONOMY & FINANCE

The amendment will oblige public com-
panies to deduct Paye from payments to the
service company, at the company tax rate of
48%, unless the service company can obtain
from Revenue exemption from the labour
broker requirements.

All public company directors will have to
accept payment from the public companies.

LLOYD'S OF LONDON

The incredible

shrmlung mar

FM r2f3/93%-

The implications are that they will now have
Paye deducted at source, instead of paying
tax in arrears, and those who have used tax
shelters will not be able to shop around for
appropriate schemes towards the end of the
tax year,

Though most shelters have been knocked
down by amendments to the Act and Income

Tax Special Court judgments, advisers can
come up with new ones.

Another problem frequently overlooked is
the Vat-liability of fees paid to the private
service company by the public company. A
few group service companies are probably in
default — with grave consequences in penal-
ties looming. n
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Lloyd’s latest yvear of account — 1990 — is
likely to be worse than expected. Estimates a
year ago predicting losses for 1990 might
reach £1bn were described by the giant
insurance market as alarmist. Now 1t seems
losses will be at least £1,6bn and could equal
1989’s record loss of £2,06bn.

Little wonder CE Peter Middleton has
sliced nearly £30m of a £145m annual bud-
get in the past six months, cut 300 of 2 200
jobs and promised the loss of 300 more.
Advised by a “market board” of leading
underwriters and brokers, as well as outside
businessmen, Middleton is preparing the
first business plan in Lloyd’s 306-year his-
tory.

Under consideration are several radical
reforms, including far-reaching changes to
the agency system, which links the Names
— the individuals who provide the market’s
capital — with the underwriters who use it.

Members’ agencies — which handle the
affairs of Names and allocate them to syndi-
cates — could be stripped of many adminis-
trative and financial functions. This could
force many smaller and less-productive ones
out of business and add to the rationalisation
which has seen the disappearance of about
170 of the 401 syndicates active in 1990.

Optimism among underwriters and
agents, fuelled by increases in insurance
rates and the promise of a return to profita-

bility in 1993, has been dented as the scale of
the problems becomes apparent.

There are two main reasons for the 1990
losses:

Reports from a » number of syndicates sug-
gest that the worst of the claims from so-
called spiral reinsurance, in-which syndicates
and companies reinsure ¢ach other’s catas-
trophe losses, have not yet materialised. This
has deepened the gloom of many at the
market, especially those working Names
whose syndicates were left relatively un-
scathed last year but who now face heavy
personal losses; and J

[1 There are few signs of a reduction in the
level of claims from asbestos and pollution in
the US, where potential liabilities on old
policies sometimes written more than 30
years ago could undermine the market. Syn-
dicates have reserved more than £2bn
against such losses.

Syndicate Underwriting Management,
which handles the claims against more than
80 syndicates that have gone out of business,
was last year notified of a 30% increase in
possible claims arising from US pollution
cases.

While the trend of judgments in US court
cases over who should pay the cost of envi-
ronmental clean-ups ordered by the federal
government has not been clear cut, under-
writers nevertheless feel vulnerable. “Some

Lloyd's: the problems mount

1987

- 19,3
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510
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1988
11,0
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Profit {loss} €m
Corporation employees

31 329
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professionals think that pollution is the end
of the world as we know it,” says one leading
underwriter.

Other factors have played a part in erod-
ing the market’s confidence. Lloyd’s is brac-
ing for another round of bad publicity over
litigation between Names and their agents.
Several thousand of the more than 30 000
Names who have underwritten at Lloyd’s in
the past five years are involved in some form
of legal action. Two of the largest cases —
those involving the Feitrim and Gooda
Walker syndicates — are yet to come to
court over the next two vears. Efforts to
reach a global settlement of all outstanding
cases are under way but so far no pmpusals
have emerged. "

The decline of the market’s capital base is
also prompting concern.

The scale of recent losses has forced
many Names out of the market and caused
others to reduce the commitments. This
year, capacity (the amount available to
back insurance premiums) is expected to
shrink by about £1,5bn (see chart). An-
other fall is forecast next year, with some
observers expecting capacity to drop to less
than £7bn. J

The uncertainty stemming from the mar-
ket’s exposure to asbestosis and pollution
claims is a significant block to new entrants.
This legacy from the past is becoming the

biggest most important constraint, while

efforts to resolve it highlight the potential
clash between present and future investors.

A growing number of market professio-
nals wants to “fence off” old liabilities by

" leaving syndicate accounts for 1990 open.

This would mean that responsibility for
losses arising in 1990 would have to be met
by only those Names who were members of
Lloyd’s in that year. New Names would be
exempt. Last year, Lloyd’s made it easier for
agents to leave syndicates’ accounts open
and, as a result, the number of syndicates
with open years doubled tc more than 100.
However, the market appears to have ruled
out the idea of forcing syndicates to keep

1990 open.

This is unlikely to stop the practice despite
its “harsh’ effect “on Names who have stuck
with us through thick and thin,” says one
agent. But it is a sacrifice they may be called
upon to pay if Lloyd’s is to surmount its
Crisis.
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DIAGONA

ANDREW BAILEY’s intention is to
get South Africans talking about
Lioyd’s around the dinner table.
“But not about how much they've
lost — the market is improving.”

Bailey represents London com-
pany Octavian, one of Lloyd’s 80-0dd
managing and member agents. His
visit to SA to attract new Names to
Lloyd’s has a strong draweard: be-
ing a Name is one legal, South Afri-
can Reserve Bank-endorsed way of
building assets outside the country.

How could you resist being a
Lioyd's name? m your net assets are
lower than £250 000 and you can’t
raise a bank guarantee for £75 000,
read no more.

“In the past,” says Bailey, “the
Reserve Bank has allowed South
African Names to leave a percent-
age of their profits overseas. Ohvi-
ously, this has been an advantage
during the past three years because
of the first run of losses in more than
20 years.”

Octavian was formed eight years
ago in a buyout when management
took 80%. Reinsurer Skandia has
10%, an important shareholder be-
cause it facilitates expansion by
acquisition. Octavian now has 750
Names, manages £300-million and
represents 40 of the 500 South Afri-
can Namesg,

It attaches priority to research
and client communication, des-
patching summarised information
and builetins as well as the wads of
statutory matter., _

Lloyd’s is two things; as a body
corporate it is not the risk-taker but
provides the regulatory framework
and mechanism for underwriters

{risk-takers) and agents; second] , it
is a society of all the Names.
As a members’ agent, Octavian

manages its clients’ affairs and ad-
vises them on which syndicates to
support. Lloyd’s controls the
amount of premium syndicates can
receive each year, based on the level
of support from Names,

Nearly half the 1989 total of 401
syndicates have disappeared due to
poor performance, resignation of
Names and the need for economies
of scale,

;,’

45

| Julie Walkep

The advantage of being a Name is
that your money works twice for
you. The drawback is that it can also
work against you. When a Name
enrols and lodges a bank guarantee
of 30% of his or her premium limit, a
3% return gears up to a 16,7% re-
turn on capital employed. But the
wnﬁmnmm_ for unlimited liability —
‘the last collar-stud of a gentlemen

or earring for a woman” — remains.

) Lloyd’s results take three years to

be declared because of the need to
study how claims develop.
“The results this June for the 1990
trading year will be v disap-
ointing,” warns Bailey. “There will
wm an estimaied £2-billion loss out of
the market capacity of £10-billion,
giving an average 20% loss.
“But the business written in 1992
will be profitable and this year’s has
the best potential for profit for at

least a generation.”

- 0f Andrew had

Since the late 80s Lloyd's has
repositioned itself as a reinsurer of
worldwide catastrophes. Under-
writers have drastically reduced the
amount of cover they will offer and
charge premiums ﬂmmnw:w five
times higher than 198¢’s figures.

“In 1989, Hurricane Hugo caused
$4-billion of damage and hammered
Lloyd’s, but the 1992 Hurricane An-
drew, which did between $14-billion
and $18-billion of damage, didn't
affect Lloyd’s nearly as much.”

One of the two American insurers
each carrying a quarter of the cost
ecided it was big
enough to handle the possibility of a
hurricane without laying off risk. Its
holding company, Sears, is helieved
to have taken about a $1-billion
knock this year towards those costs,

“More than 300 American insur-
ers have collapsed during the last
three years, with great loss to their
policyholders. Yet Lioyd’s is still
there paying claims after more than
300 years of business.”

Bailey concedes that Lloyd’s has
not been without its problems, too.
New chief executive Peter Middle-
ton is drawing up business plans.

Bajley says only a few of the
South African Names bave left

- Lloyd’s (only a couple of dozen have

taken a bath). His aim is to reassure
existing Names and heighten aware-
ness.

Being a South African Name pro-
vides a hedge against a falling cur-
rency — providing that the rest of
the world is not falling apart. Ster-
ling losses can wipe out the wealthi-
est randlord.

ANDREW BAILEY

. In SA to reassure and heighten awareness

. |
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‘Complete rand hedge

Activities: Investment finance compgny with
interests in UK and 8A. M.
Control: Marshall family.
Chairman: D C Marshall,
Capital struciure: 24, 9m ords. Market capital-
isation: R17,7m. l

Share muarket: Price: 71c. Yields: 2.6% on
dividend:; 4,4% on earnings; p:e ratio, 22.8;
cover, 1,7. 12-month high, 72¢;. low, 50c.

Trading volume last quarier, 40800 shares.
Year to Dec 31 ‘89 90 ‘N 92

Taxed profit (£000) 580 {65} 332 166

Earnings (P} .veeeverenes 232 (0,22) 133 067
Dividends (p) .....ce.. 13 0,76 0,75 040
Net worth (P} .....eees 78 33 21 20

Shareholders in this company have seen their
wealth decline by three-quarters in three
years. Much of that haemorrhaging was
wrapped up in the company’s holding in
Barplats — not exactly a successful invest-
ment but one which has been terminated.
Lonfin’s operations are centred now, fol-
lowing the sale of the company’s interests in
SA, on Europe, including the UK. Its invest-

ments are concentrated in an investment
holding company (Western Selection),
building and construction products (Cres-
ton), corrugated board and packaging,
(NMC Group) and in a comparty developing
golf and leisure projects in Germany and
France.

In short, Lonfin is now a complete rand
hedge. However, the quality of its invest-
ments abroad remains undefined: the annual
report gives few details and the information
provided generally is insufficient on which to
base an objective investment decision. Per-
haps this is what the directors intend, though
it’s a strange way of encouraging SA stock-
holders.

The dividend of 0,4p a share is almost 50%
down on last year’s distribution. That 1S
unremarkable in the light of an uninspiring
profit performance. The question which
needs to be answered persuasively by the
chairman and major shareholder, David
Marshall, is whether the dismal performance
of recent years is behind the company.

Cents London Finance
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Marshall says Lonfin’s capital has been

placed to take advantage of the expected
recovery in Europe. After the run of the past
three years, shareholders will hope his contfi-
dence proves well grounded. David Gleason
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“imetrix, the British electronics
; group controlled by Altron chair-
‘man Bill Venter, almost:trebled
from 8c t6 23c in the year to De-

' cemher

Thi§ was caused by a doubling

in attributable profits from the

" group's American subsidiary GTI
‘amd significantly improved re-

_f sults from the rest of the-group.

The directors have recom-

‘ mehded a 3¢ dividend for the

year, up | frnm 2.8¢c last year.
- Group turnover mcreased by

- 17 percent to R455 million and

profit before tax more than dou-
bled to R45,5 million from
R19 million the- previous year,
‘after a net exceptional charge
of:R4,2 million.

Costs of R20 million related to
the closure of loss-making busin-
esses reported at the interim
stage and the disposal of surplus

properties less a gain of
R15 8 million arising from the

. -_isale of 329 000 shares in GTI.

-£'%Chairman Arthur Walsh says
o that after restructuring the group

“is"now more clearly focused on
- its-core business, supplying elec-

‘tronic f;umponents and Ti;;yig;ﬂi; equip-
-ment.*‘ EEI ¥ e

He pred:ctsa that all gruup bu-

| Hsmesses wﬂl mamtam istrong po-

sitions i the uurrent year
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BA expects scheme to increase revenue

BRITISH Airways expects its new>%’ —

mileage reward scheme for SA .intl_ar-g u HARTLEY :I
national business travellers to mwesterday research had shown that
crease revenue by 7%. Oyalty programmes were high on the

The scheme, which will be list of :
launched today, will enable frequentg;:leﬂﬂfnai‘}n:éﬂ;iﬁignli&r pas-engers
Egs-executive

| travellers to accumulate travel miles

and exchange them for free flights to. QY Members of the airlin

any BA destination around the worldqyelub had been offered a lﬂ“ﬂﬂh-hl}ﬂuﬂ
~ Marketing manager Sandi Lee said ™<0f 3 000 free miles. b\ .
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meet EC payment code |

summary of ‘th ed code training and many provided ad- statement from the DTL. .
adopted in November 1985. It  ditional training facilities, Com- “However, positive steps
shows a further decline in the  panies continued to report im-  have heen taken toward the
LONDON — Nearly 99 percent number of black employees - pressive levels of involvement achievement of 3 peyw demo-
of black people employed by being paid below the recom- in projects benefiting not only eratie constitution and we hope

By Garner Thomson
Star Bureay

! British companies in South Afri- mended minimum, o thEll'" EmplﬂYEES and tihElr fami- that this will be taken forward

€4 are now being paid above the The level of British com- jes, but also the wider com- - when multi-party talks resume

 European Community code of panies’ mvulvelqent With trade munities from which their early next month,”

conduct’s recommended mini- unions representing black inter-  workforees were drawn, ‘The British government has

mum level, according to the UK ests was also_ maintained, with “Companies also continued to ‘reminded the two companies

Department of Trade and In- most companies reporting for- encourage the growth of black ‘Dot reporting of the existence of
mal links, business,’ the code and the importance at-

tustry. : : : | |
-~ In contrast to previous years, “Many companies have taken The period covered by the re- tached to it.

' obly two companies have not StEpS t'ﬂ' auﬂﬂﬂt? the par tlﬂu.lﬂl' port has SEEII !:he dEEpemﬂg of It also urged the remaining
-provided the full report re- hardships experienced by their the recession in South Africa, g9g subsidiaries in South Africa
quired by the European direct.- migrant workers,’ the report  with unemployment steadily in- g continue providing reports
ive. - continues, - -Creasing, while progress on the gpg urged them to maintain
. The department released jts As in previous years, all political, front has been slower  their performance apd comply
‘seventh annual analysis and companies provided on-the-job than expected, according to a ‘fully with the code. S
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LONDON. — Nearly 99 percent
of black people employed b
British companies in Sout

ropean Community’s recom-
mended minimum, according
to the Department of Trade
and Industry here.

years, only two companies
have not returned the full re-
port required by a European
directive.

The Department’s seventh
annual Analysis and Summary
of a revised code of conduct
adopted in November 1985

Cost of being

Africa earn more than the Eu-,

And; in conirast to previous .

. -~ L T - e _
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shows a further fall in the
number of black employees be-
ing paid below the recommend-
ed minimum.

The level of British compa-
nies’ involvement with {rade
unions representing black in-
terests was also maintained,
with most companies reporting
formal links.

“Many companies have taken
steps to aileviate the particular
hardships experienced by their
E.mm_.mu_“ workers,” the report
said.

“As in previous years, all

companies provided on-the-job
training and many provided
additional training facilities,

@
Rircarn

port impressive levels of in-

- e &
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British companies
pay of black

“Companies continued t

volvement in projects benefit-

. ing not only their employees

and their families but also the
wider communities from which
their workforces were drawn.

“Companies also continued to

encourage the growth of black
business.”

The period covered by the
report has seen the deepening
of the recession in South
Africa, with unemployment
steadily increasing and pro-
oress on the political front
slower than expected, accord-

ing to a statement from the
DTI1.
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‘“‘However, positive mﬁmmm
have been taken toward the
achievement of a new demo-
cratic constitution and we hope
that this will be taken forward
when multi-party talks re-
sume.”

The British government has
reprimanded the two compa-
nies that failed to report, re-
minding them of the existence
of the code and the importance
attached to it.

It also urged the remaining
98 subsidiaries in South Africa
to continue providing reports,
maintain their performance
and comply fully with the code.
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A Cape
the as

QUT of the ashes of a
hard-fought takeover
battle in the UK for its
parent company, MCG
Industries, the Cape-
based manufacturer of
a wide range of bright-
ly-coloured bottle tops
and closures has sur-
vived to become a
strong independent
leader in its field.

And that's official.

“Our parent company,
the UK Metal Closures
group was recently tak-
en over in a hostile bid
by a UK conglomerate
called Wassall,” said
Ian Lawson, the recent-
ly-appointed managing
director of MCG Indus-
tries.

“This prompted many
of our customers to
think Wassall would not
be interested in the
South African end of
Metal Closures, and
caused a flurry of inter-
est from people who
wanted to take over the
local business,” he said.

T

hes

But the longer Was-
sall, run by Chris Mill-
er, former personal as-
gsistant to British
takeover Kking James
Hanson, looked at the
figures of their newly-

aquired UK company,

the more they realised
that a substantial part
of the profits emanated
from the South African
side of the business.

“There was a period
of uncertainty, but the
Wassall management
have had a good look at
the business over here,
and we have their full
backing and financial
committment to stay in-
dependent and expand
our business,” says Mr
Lawson.

Vast range

MCG Industries pro-
duces many of the
bottle tops currently in
use, a range of lids and
tubes for the pharma-
ceutical industry, and a

to 1

range of plastic trays
and crates for use in the
food and agricultural
industries.

In fact, it is hard to
buy beer, or have a bath
without being sur-
rounded by a colourful
galaxy of lids, labels
and screw-tops that re-
present the vast range
of MSG Industries’ pro-
ducts.

But, perhaps, the
“piece de resistance” is
its high-tech baby — the
new white plastic top
for cola bottles.

MCG pumps them out
at the rate of millions a
day from its Montague
Gardens state-of-the art
nlastics closures plant.

To most people, the
cola bottle-top 1s no
more than a plastic top
to a cola bottle,

But if you say that
plastic tep must never
leak, must not pollute

business

4| Tromeo mo%imav

By JEREMY WOODS

Il

Gl

the product, must never
fly off under pressure,
and has to be “tamper
evident” if the top is
opened, then you are
asking a lot.

“Our new top has to
have all these quali-
ties,” says Ian Lawson,

“Can you imagine a
truck load of cola trav-
elling somewhere north
of Upington, and botties
suddenly start leaking
or tops fly off? Mishaps
like that are just not al-
lowed to hapren,” he
says. !

To this end, the new
bottle fop, or closure as
it is called in the trade,
is made under license

from America and has

strict quality control at
various stages of manu-
facture.

With a turnover of
some R200-million, the
new top represents
about 25 per cent of

iiglaz

MCG Industries’ profits,
with another 25 per
cent coming from a
wide variety of tops and
lids for the food and
drink industries.

Profits

In addition, the com-
pany produces more
than 5Q percent of the
aluminium and plastic
tubes used by the phar-
macettical industry,
which with a range of
industrial crates and
trays used by the food
industry, make up the
raest of the group’s prof-
its.

With a dominant posi-
tion in the South Afri-
can closure market,
where will MCG go from
here? |

‘“We have made
several internal
changes to silim down

‘the company’'s top-

heavy management
structure and we con-
tinue to look at ways of

leader

CAPE BUSIN

es from

making the plants more
efficient,” said Mr Law-
son.

“But we are looking at
several ways to expand
with various products,
and are constantly look-
ing at potential acquisi-
tions,” he said,

“There are many com-
panies to be bought out
there at the moment be-
cause of the genersl
state of the economy,
and one has to guard
against buying ohsolete
technology.”

“But we have a good
business to build on
with no borrowings, and
the heavy cash clout of
a sfrong overseas par-
ent company., Expan-
sion is the name of the
game.”

Not a bad position to
be in at the bottom of
the worst economic
downswing this c¢oun-
try has ever known,
when many companies
are only just surviving.
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making the plants more
efficient,” said Mr Law-
son.

But the longer Was-
sall, run by Chris Mill-
er, former personal as-

By JEREMY WOODS
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parent company, MCG wide variety of tops and

Industries, the Cape-
based manufacturer of
a wide range of bright-
ly-coloured bottle tops
and closures has sur-
vived to bhecome &
strong independent
leader in its field.

And that's official.

“Our parent company,
the UK Metal Closures
group was recently tak-
en over in a hostile bid
by a UK conglomerate
called Wassall,” said
TIan Lawson, the recent-
ly-appointed managing
mm.u.mﬂn_. of MCG Indus-
ries,

“This prompted many
of our customers to
think Wassall would not
be interested in the
South African end of
Metal Closures, and
caused a flurry of inter-
est from people who
wanted to take over the
local business,” he said,

sistant to British
takeover king James
Hanson, looked at the
figures of their newly-
aquired UK company,
the more they realised
that a substantial part
of the profits emanated
from the South Afriean
side of the business.

“There was a period
of uncertainty, but the
Wassall management
have had a good look at
the business over here,
and we have their full
backing and financiai
commlitiment to stay in-
dependent and expand
our business,” says Mr
Lawson.

Vast range

MCG Industries pro-
duces many of the
hottle tops currently in
use, 8 range of lids and
tubes for the pharma-
ceutical industry, and a

range of plastic {rays.

and crates for use in the
food and agricultural
industries.

In fact, it is hard to
buy beer, or have a bath
without being sur-
rounded by a colourful
galaxy of lids, labels
and screw-tops that re.
present the vast range
of MSG Industries’ pro-
ducts,

But, perhaps, the
"miece de resistance’” is
its high-tech baby — the
new white plastic top
for cola bottles.

MCG pumps them out
at the rate of millions a
day from its Montague
Gardens state-of-the art
plastics closures plant.

To most people, the
cola bottle-top is no
more than a plastic top
to a cola bottle.

But if you say that
plastic top must never
leak, must not pollute

the product, must never
fly off under pressure,
gnd has to be “tamper
evident” if the top is
opented, then you are
asking a lot.

“Our new top has to
have 2all these quali-
ties,” says Ian Lawson.

“Can you imagine a
truck load of eola trav-
elling somewhere north
of Upington, and bottles
suddenly start leaking
or tops fly off? Mishaps
like that are just not al-
lowed to happen,” he
5ays. ,

To this end, the new
bottle top, or closure as
it {5 called in the trade,
is made under license

from America and has

sfrict quality control at
various stages of manu.
facture.

With a turnover of
some R200-million, the
new top represents
about 25 per cent of

lids for the food and
drink industries.

Prafits

In addition, the com-
pany produces more
than 5) percent of the
aluminium and plastic
tubes used by the phar-
tmaceutical industry,
which with a range of
industrial ecrates and
trays used by the food
industry, make up the
“Nﬂ of the group’'s prof-

With a dominant posi-
tion in the South Afri-
can c¢losure market,
where will MCG go from
here? -

‘“We have made
several internal
changes to slim down
the company’'s top-
heavy management
sfructure and we con-
tinue to look at ways of

“But we are looking at
several ways to expand
with varlous products,
and are constantly look-
ing at potential acquisi-
tions,” he sgid.

“There are many com-
panies to be bought out
there &t the moment be-
cause of the general
state of the economy,
and one hags to guard
agajnst buying obsolets
technology.” e

“But we have a good
business to build on
with no borrowings, and
the heavy cash clout of
a strong overseas par-
ent company. Expan-
sion iz the name of the
game™ *....»...- b

Not a bad position to
be in at the bottom of
the worst economic
downswing this coun-
try has ever known,
when many companies
are only just surviving.
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s of leave or the need to work

Lin time.
NATIONAL oil compa¥ Shell’s managements have been
MULTI-NATI P sent guidelines stressing that staff

| Shell has given its employees paid
leave to attend Monday’s funeral and Who do not attend the funeral or
4 memorial services but do not go to

memorial services for the assassi- :
nated SA Communist Party leader WOIK would have to apply for leave
' or lose a day’s pay. |

Mr Chris Hani. ® The Volkswagen SA workforce

Shell’s chairman, Mr John Kilroe, in Uitenhage did not come to work
authorised managers yesterday to al- for the third day,in guccession yes-
low staff to attend the services with- terday. CT . - L
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'Uh_idn Mines
swaps sect

g
B .
_ULFEE 7 s0N0 WATER

GNION Mines was changifigffom
the tin to the manganese sector on
‘the JSE following a transmuted

llStlﬂg _Whiﬂh would enable the f <!
company to raise R1,0m. 1 dl ;
A statement said yesterday the §  SIGNIFICANTLY ¥ ad'
cash was needed for developing nancing coOsts enablél. &
the Kapstevel manganese deposit eries subsidiary Liog @E
|in the north-eastern Cape, ac- ¥ increase attributable o

| i ) | | ’ Rto’
Davis Borkum Hare analyst year ended March., 3

Alex Wagner said yesterday , L

| Union was too small to go to the ha':'tgeteDurtl;aiI:;basig o
‘market with a rights issuve. The § - g 5.
transmuted listing was a mecha- S %vmg, H';:"E and geyol
nism for raising capital to bring § ané opy ‘E;zsitha "
the company’s new manganese crease despiie W€ PR

| mine into preduction. . duced consumer Sper,
ned by Gold turnover and trading Je

]
-

Union, formerly owned b _ _ K
Fields, stopped tin production in§ thD“;m%nth? Yeali --
1086 after. the mid-'80g crash in tin er decline in real priy g
prices, gt 47« tion expenditure, g
Opération$ wére in | Turnover increaséf -

R294,5m (R276,9m) onyt
basis, allowing for the:
transfer of the app iaff]

1989 Wwhen -Gold Fields’ Vogel-
struisbult Metal Holdings sold its

30% stake to Union’s current own- the equity account i
ers, a consortium including Nico § e equity accountelgy,
Lotterie and Dirk Lubbe. Appliances. Ama gh

: : -1 ancesisa joint venturfz:
Union Mines has bought the "Tre 6% rise in tris:

Kapstevel manganese de it for § . b 1=
‘the equivalent of 17,5-31illiun R41.8::11 (ng&?‘i’g) b ' '.T;__
Union shares (R7,04m). This g{“f"? clgf u
brought the issued share capital in ""?}?mnto Eggi r R
Union to 20-million shares. - -- _ tlirec TR 4“
| ~Lotterie, with 14,2-million €ra “gg oL haz,21 Mg,
| shares, has to raise R1,5m in the duce rtruwtiings_ as &
next 12 moriths for developing the Eﬁmﬂf dac “tges‘* A
mine. The transmuted listing § - r%lgh gwtgn tia%g A
statement issued yesterday said 'nanc:l -gs‘éug tato R 6":
1500 000 was E‘E?a“?‘fl‘?’.f“" e qulted in a 31% riseli>

“The operation was expected to to %ﬁi“;fgg
eld about 40 000 tons of manga- §  pog 4m from R14/ 3

fit after-tax and capex of _
- e Rs5m (R1,9m) reports
R860 000. Production was expect mated Appliances, 8-
to 339c from 27,7¢
o ] Sk

R - IR - ~oht
17,&;,;.5

lemetrix bounc k ¢
e  DUMA GQUBULE R
\was confident its core Busin ould B

mantain strong positions in their respective sectors, =
 chairman Arthur Walsh said in the 1992 annual review. Ec
Telemetrix, the UK-based electronics group listed on }

the JSE, bounced back from & first-half loss and nearly J&:
trebled its earnings to 23¢ (8c) a share for the year ended §s
December. The dividend was raised to 3,7c (2,8¢) a share. f

CE Tim Curtis said management had focused on elimi- {z¢

. nating loss-making activities and improving the profit |
margins of the three main businesses in the past year. AL

t . GTLthe US-based local area networking products and $
~ electronics subsidiary, contributed 62% to turnover and -
599, to attributable earnings. e
Wholly owned Zetex, 2 UK-based specialist semi- 35
conductor manufacturer, contributed 16% to turnover i
and 28% to attributable earnings, while Trend, a manu- g
facturer of telecommunications test equipment, contrib- 3
uted 15% to turnover and 13% to operating profit. & '-

| hese this year and produce a pro- g agier the equity
ik

| ed to rise to 130000 tons in 1954,
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fi be B multlmllhen—dellar eeqnlsltle ;?"'y- ‘
| *”IHShenld the deal’come off, Gencor=will
Whive established itself as’ an intefnation-
- «ally dwerelﬂed natural resources ‘group,
bwnlng somie of the world’s. tengeld, plati-
4 eOpper mekel eeeLheumte and zme

depoelts ’}
<\ Gencor. h3 net made B’f er-for Billi-
ten’s metale processing busiriesses. Billi-
! ‘o’ eexpleretlen -alumina-‘and elu:nunnm
marketing anr.l treﬂnng eeeetsf steed at
$1,5ﬁnz in: 1991@’ s R
-YThe'deal ‘will éliminate any tlonhts that
“Gerigor’s compétitiveness ‘tay HaVe been
' ‘compromised” by nnbnndﬁnghe‘#hieh will
» eee;the : grouip ‘shed its non-mining assets.
k- Gencor; ;:halrman Brian: Gilbertsbn said
yeeterde,y a successfil'déal wouldpromise

R I 7

ep Geneeraa‘mgmﬂeent growth as an m”i;ernn-_ﬂ

Pl

<5 tional mining/resources;group’; i
"'/ Helwould  not eemment on the“hkely
| pureheee iprice: |

w2 Executive director-Golin: foieer eeld the-

+"deal ‘could- “cetepult Geneer 1nte enether

F:leggue,,‘*m "f aue """"r'r E"'ﬂ' 'L"-L f T F AW T “I'-'.\-""'i
#7 Addressing mﬂuetry repreeente ives ‘and

i enelysts iri Johanneshurg; Gilbertson said

*he beheved the chanrces Geneor wenld pull

eff the deal were {1ess-than 50/50” beeenee |
ef its size, eemplexlty and the: deheeey ef* -

”offehere f:nenelng arrangements.

T ‘stresded;jthat’ only- prellrnlnery ’ﬂ:s—i-
ﬂeneelene had been:held so:far; However,
eShell Had- meleted an ennn::lruneen'nentfu be
o ‘nade:yesterday “afternoon. in., Johannes-

11111

~INOITOW. Th1e ight’ hév,erl_edhgg an, eerly

Ii'”‘*=nl’lnu:»‘iirfeement ef fie talks? - TR
“Officer . eeld ferme], neget:etmne eeuld

start as soon as next week, but were llkely |

,'te take several menthe te complete.
‘Gencor has proposed ‘financing the deal

I"by raising, offshore borrowings, based on

-its small ‘but important assets abroad, as
- well as. trading some ‘of them to Shell as
part of the deal. Gencor has a stake, along
--w1th its- fuels group Engen in the large

CTo Page 2
TR i e —m———

burg:and: Lenﬂen ‘Bhell ‘holds its"AGM to-

Shell IL[b’\cl 2

Alba oil fiel 1nth orth Sea.

Gencor would also contribute assets
such as Consolidated Rutile in Australia
and Sao Bento in Brazil.

to involve another foreign partner which
would inject equity. Officer said Gencor
had identified potential parhers but had
yet to approach them.

Any deal was dependent on Reserve
Bank approval, but Gencor would not use
the finrand to finance the acquisition.

Gilbertson said the group would also like

Gilbertson said Gencor would retajn Bil-

g@ ;@;) ] From Page 1
n’s ement and seek a listing for

the new company once the deal was
complete.

Shell is one of the few major oil com-
panies not to have divested itself of its
mining interests in recent vears, unlike
competitors BP and Chevron. The debili-
tating effect of the prolonged trough in
commodities pneee has knocked Billiton’s
earnings severely.

Latest financial results from the com-

‘pany, which is an unlisted subsidiary of

Shell, show it turned in earnings of $12m in
1991, slashed from $262m in 1989.




“Iricky trading year’ for Shell

THE opening up of SA markets to glo-
bal competition at a time when the
economy remained in deep recession
and the international petrochemicals
market was in over-supply resuited in
an extremely difficult trading year,
Shell (SA) said in its Business Report
released in Johannesburg yesterday.

“The customer service strategy initi-
ated during 1991 resuited in a consid-
erably improved service to Shell

“

Chemicals customers and this was a

significant factor i vol-
umes for the ;1,nt=::=u‘:@l ( E :’
But substantial e 1n ping

trade in other parts of Southern
Africa helped to offset the decline 1n
local demand. C_F {23 ‘T%
The oil division repofrte the
business climate remained dull.
Shell’s inland fuels market increased

by 1%, mainly in the retail service
station market.




- By Sven Liinsche

Shell SA boosted capital expendi-
ture by more than R100 million to
R270 million last year.
In its business report for 1992
-Sheil says the bulk of the in-
vestment programme was devot-
- ed to {the R450 million upgrade of
. the Sapref refinery, a joint ven-
ture Wlth BP, which is scheduled
for cumpletiun later this year.

Chairman John Kilroe foresees

further investments, “given a sta-
i ble political and economic en-

Shell, however, descnhes the
trading envlrnmnent last year as
very diffieult, which led to disap-
pointing results for the ce.-al and
metals division.

The oil division’s results were
satlsfactnry, with turnover in-
creasing from about R4,25 billion
to R4,75 billion.

Sheil’s total turnover showed a
more modest rise to about
R5,7 billion (1991 R5,35 hillion),
while operating costs rose from °
R590 mlllmn to R630 million.
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By Neil B_ehrmann! é’[
LONDON — The book value; of}
assets which Gencor is negotiat-#
ing to buy from Royal Dutch/;
Shel, is worth around $1,3 billion’
(R4,1 billion), according to souresh
close to the oil company. i
Total net book value of Shell'st
-mining and metals company, sBil-i
liton, is $1,8 billion, they say. , )
| Gencor is negotiating to Buy!
around 70 percent of these assEiS.
If the deal goes througn, Gen-
cor will be the only South African
- company to hoid a direct stakegin
a member of the London Metals}
Exchange (LME). - oy
The company, which trades
under the name of Rilliton-Eritho-
“yen Metals, is among the top five,
trading firms on the LME. kA
1t deals in copper, almfniniqm,ﬁ-
zinc, lead, nickel and . tin on the;
exchange and in other metals'tpo.!

‘Bullion® =
. Billiton is also a membéf ofithe
London Bullion Market Assotial |
tion and:trades in gold and stlver

for its mines.;and. metals ‘buging

p—

|

esses. They:mainly produce; pre
.clous metalsas a by-product.cl
'A Shell spokesman said it:was
early days and the process of ne=
gotiations would -take sevetal
months. .4« ;
A Gencor source also said .fhe
- group would need to examine Bil4
liton operations In detail before
making a firm price. R
- As a result of depressed met—ala |

markets and provisions, Billito
. showed a loss of $75 million=1ast |
| year, against a proft of $121hil}
| lion in 1991. e 11
Sources within the Shell group
‘said, however, there would.bg
synergy between Gencor andiBild
liton operations. ., ... 24 4
¥ Billiton prodices nickel, ;e?ﬂ
zinc and gold and aluminiunk.
interests would be combiried with
Gencor’s foreign operations. "o}

L]
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BUSINESS Heavy going

l But satisfactory results were achleved

TRADING conditions during 1992 proved (o be very
difficult, Shell South Africa said in its 1992 business
report released this week.

" “The South African economy continued to decline, the
~ drought prevailed in farming areas and the international
prices of coal and other minerals dechned,” Shell sard.

The etfects of these detrimental factors were felf within |}
their minerals division where the coal and metals sector
provided disappointing results.

“The oil division fared better in thesc conditions and
although it proved difficult to meet agreed targets, the

- results were satisfactory in the light of prevailing circum-

stances. The volume sales and margins of the chemical
division were under considerable pressure with resultant
performance against targets below expectatmn el
said. -

. Turnoverforthe company increased by 4,@%1’ "
the previous year. Qil division showed an-11 percent
increase which was offset by declines in other business

~areasand by the sale of certain non-traditional busmﬂssas
during the previous hnancial year

Reduce cost of production

Shell said real cost containment continued to be a stron eg
focused business objective. The increase in operating

costs over the previous year at five percent was well below

the inflation rate and reflected the considerable emphasis

being placed on bottom line profitabilily and increasing
- the return on capital employed.

Capital expenditure increased by 58 percent over 1991
and was: focused mainly on the oil division with, in
partmular the upgrade of the Sapref refinery which was
scheduled for completion this year, together with the Ultra

~ City network development which was continuing:

In the coal sector of the minerals division capital | :

“expenditure centred on the new Rietspruit underground | !
- project which would enhance coal quahl}f and reduce cost
of production. .

“Total average working capital levels have declined
since the previous.year following the reduction in the cash
balances previously held reflecting the high capital ex-
penditure level and lower tax provisions,” Shell said.

Shell is a private company wholly owned within the

‘Royal Dutch Shell Group of companies and does not
publish an annual report with financial statistics. — Sapa.
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THE latest commercial for British Airways Club
World, which began flighting last week, represents
the latest stage in the continuing evolution of the
British Airways brand, says Derek Dear, BA’s GM:
Marketing Communications. oL

Dear says the concept of brand building was a
new concept in the airline business when BA was
relaunched in 1981 to prepare for privatisation. In
order to effect a full scale revamp BA fired its agen-
cy FCB, and hired Saatchi & Saatchi. -

“We operated with the slogan ‘We’ll take more
care of you’, but unfortunately, there was very little

customer care. We were very much an operations- |

driven business and if anything, customers rather got
in the way.” - |
BA was a nationalised airline which made huge
losses and showed very little profit motive. .
o e BA realised that it
could not change without
taking its staff with it, It
went through a traumat-
-ic time in which 23 000
people were retrenched
in 18 months and the re-
maining staff all went

“Putting People First”
which they now go
through every year,

To mark the changes,
all BA planes were re-
painted and uniforms
changed. . -

But initially, BA did
not dare to promise ser-
vice it could not deliver.
The first Saatchi com-
mercial was the famous
Manhattan commercial,
- in which a flying replica
- of Manhattan was

brought down to land. BA flies more people across
the Atlantic every year than the entire population of
Manhattan, and size was, and remains one of BA’s
greatest strengths.

BA then started to smarten its product. Tts first
unique selling point was the widest seat in the air,
which Dear admits wasn’t actually the most com-
fortable seat in the ajr.,

After two years of the “Putting People First” pro-
gramme BA felt confident enmough to advertise its
Supercare programine. T

Then five years ago the emphasis was placed
on the business traveller, the main source of reve-
nue for the airline business. It spent £38 million on the
Boardroom campaign internationally, which featured
the red-eye commerecial, in which the archetypal yup-
pie works continuously on the overseas flight but ar-
rives refreshed for the morning’s meeting,

“At that time, the target market wanted an airlige
flight to be an extension of the working day. Occu-
pancies in Business Class increased by 20 percent.”

BA’s marketing manager for South Africa, Sandi
Lee, says that businessmen want comfort, choice and
as little hassle as possible. o o

“They want to get away from set routines, to feel
more in control of their own flight and to be treated
as individuals rather than pin-striped stereotypes,”

The latest service enhancements include a new
eight channel video, refinements to the First Class
cabin, which includes the new Sleeper Service on
flights of less than nine hours leaving after 7 pm.

There will be a complete passenger cabin refit on
Concorde and improved lounges at Heathrow, includ-

- BRAND BUILDING: Brit-
ish Airways’s Derek
Dear.

10re bang.ior the
e ww k. 5(.5./.,\%"5;@
i1s BA'advertising

.. It will also launch arri

through a course entitled

DUCKS

"

ing showers.

ges to give premium
‘passengers the chance to shower, shave, breakfast,
press their clothes and use a telephone or fax. This
should be well-received by passengers arriving from

Johannesburg in the early morning.

BA’s marketing thrust is supplemented by local

*_promotions such as Randsaver holidays and the Ex-

ecutive Club of South Africa. |

" “We are always aiming to be unique. We don’t have
the world’s largest advertising budgets so we aim to
make memorable commercials and in that way get
more bang for our bucks,” says Lee.

PR ]
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By Kenneth Gooding

LONDON — Some of the jui-

~ciest mining and metals

assets which Gencor wants
to buy from the Royal
Dutch/Shell group might
slip from its clutches be-
cause other companies have

pre-emptive rights to them.

This means that Shell’s min-
ing and metals business, Billi-
ton, must give its partners in
the jmnt ventures an opportuii-
ty to match any terms it is
willing to accept from a third
party.

The assets involved are:
® The Boddingion mine, West-
ern Australia, which last year
produced nearly 352 000 ounces
of gold.

Billiton owns 30 percent and
its partners are Reynolds
Metals, the US aluminium

group with 40 percent, New-

crest, the Australian mining
company, 20 percent, and Kobe

Aluminium of Japan 10 per-

cent.

® The Associated Worsley Alu-
mina business, which mines
bauxite and aluminium ore, and
refines it into alumina, an inter-
mediate producet.

Worsley’s annual capamty
was recently expanded to
1,5 million tons of bauxite. The
shareholders and their holdings
are the same as those for Bod-

Some juicy
may el

® Alumar of Br@m-

duces about one million tons of
alumina and 350 000 fons of alu-
minium a year.

Billiton owns 40 percent of

| the alumina refinery and 47 per-

cent of the aluminium smelter.
Alcoa of the US owns the rest.

® Valesul, a Brazilian alumin-
ium producer (annual capacity

92 000 tons).

Billiton owns 41,5 percent,
Cia Vale do Rio Doce of Brazil
49,5 percent and Multisilicon
nine percent.
® The Coliahuasi copper project
in Chile, expected to starf up in
1996-97.

Low prices

A company owned by Minor-
co and its parent Anglo Ameri-
can recently paid $190 million
for a one-third stake in Colla-

~ huasi. The rest is shared equally

by Falconbridge of Canada and

- Billiton.

While Billiton’s partners in
these joint ventures are suffer-
ing financially because of low
metal prices, they might be re-
luctant to pass up the opportu-

nity to acqulre more of these

assefts.

Much will depend on the
price Gencor is ready to offer
— there are indications that
these might be what other com-
panies would consider to be on
the high side.

assets

Y oiqlslge ,
de Gencor

@her

sts Gencur has

bid for include:

@ The Cadijebut lead-zinc mine
in Australia (Billiton holds
42 percent).

® The wholly owned Selbaie
copper and zinc operations in
Canada.

® Cerro Matoso nickel (52,3 per-
cent) in Celombia.

® The Bogusu gold mine in
Ghana (81 percent).

® The Lerokis gold mine in In-
donesia (90 percent).

® The Pering lead-zinc opera-
tions in South Africa (100 per-
cent).

Gencor obviously has great
faith in the future of aluminium
— it is backing a $2 billion
project in South Africa for Alu-
saf to build a 466 000-ton smeit-
er, the West’s biggest ever —
and so, apart from the opera-
tions in Australia and Brazil, it
has also bid for Billiton’s other
alumina operations: Paranam
in Surinam (76 percent) and
Aughinish in Ireland (35 per-
cent).

Gencor also wants Billiton’s
global metals trading and mar-

keting network — which would

certainly help sell some of the
extra aluminium from Alusaf. |

South African exchange con-
trol rules prevent (Gencor ex-
porting cash to pay for the Shell
assets, so it will have to borrow
a great deal if its offer suc-
ceeds. — Financial Times.
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IT started with the

landing of the 1820 Set-
tlers in the Kastern
Cape.

* Today the number of SA
“eitizens who can claim con- -

nections withthe UK exceeds
1,5-million::;

_ Those ties have been an
important factor in the busi-

ness and trade dealings be-

| tween the two countries.

President de Klerk’s
speech 'in‘ February 1990
opened a door to SA’s return
to. international acceptance.
The historic event caught the

t attention of international

‘husinessmen- who recognised
the potential in SA and the
region arpund it. The possi-

| bilities, have not missed the

British. .~

I Potential

% ‘UK investment in SA is es-

I timated at-about R4d-hillion

~—

LBritish Commercial Con-
S

== roughly half of the foreign
total, The UK is SA’s third or
‘ner: SA is also in the top-20 of
the-UK’s trading partners.

"The UK, Depariment of

Trade and Industry’s head of
‘the Southern African desk,
Lawson Thomas, says SA has
enormous potential and its
economic well-being is of
prime :importance to the
British Government,

‘Mr Thomas says Britain
will try to strengthen busi-
ness dealings with SA. He
notes, however, that SA’s
“anormous potential” will de-
pend largely on a political
settlement being reached and
the country “getting its act
together”. i )

Indeed, itie euphoria which
overtook South Africans
after President de Klerk's
1990 speech has been some-
what dashed by recession and
lack ‘of desperately needed

ds . -
new foreign investment.

;;,:fﬂ,ugkh.rla;gﬁsh:tradi% part-
p

ul Michael Powles says

Slﬁ: Advantages for

O1d ti

A Business

Times SURVEY

As South Africa commits itself to non-racial government, o
interest and activity in international trade have increased.
This is true particularly with regard to the UK, always one of
SA’s staunchest trading partners and which did not impose full
sanctions against this country.

SEAN VAN ZYL reports on the state of trade between the

two nations and outlines its potential.

South Africans should not
overlook the progress
achieved on the political
front, or the increase in po-
tential foreign investors and
traders who are visiting SA.

In 1989 two UK {rade mis-
sions came {0 SA. The num-
ber rose to eight official and
two unofficial missions in
1992. Eight missions, spon-

‘gored by the British Govern-

ment, are planned for this
year and three have been

- scheduled. for 1994. .

‘Mr. Powles says: *1
number of applications for
sponsored trade missions to
SA has exceeded our alloca-
tion and been placed on a
waiting list. Most of the mis-
sions have consisted of the
maximum of 30 members.

Japan

“Several well-known Brit-
ish companies have ex-
pressed an interest in invest-
ing in SA, but are waiting for
clarity on the political situa-
tion.”

Although new foreign in-
vestment is unlikely on a
large scale before stability
and a new political order
have been established, devel-
opments on the trade front
show promise.

Mr Powles says SA has
always been an important
market for the UK, The cul-
tural link and commeon infra-

“The

strueture, particularly SA's
financial system, have great-
ly aided trade.

Annual trade between SA
and the UK in 1992 amounted
to R9,3-billion, the balance of
trade being slightly in Brit-
ain’s favour. Last year’s
trade figure was lower than
1991’s largely because of a
10% slip in SA exports.

British exports to SA last
year rose by 54% on 1931
compared with an average
increase of 3,9% for its other
trading partners. Only Brit-
ain and Japan of SA’s major
trading partners increased
exports last year,

Although SA exports to the
UK have fallen — mostly as a
result of the UK recession
and the effect of the drought
here on farm output — SA
accounts for roughly 70% of
UK imports from Southern
Africa.

Mr Powles believes SA will
play an increasingly impor-
tant role in trade between the
UK and Southern Africa.

“There is a growing real-
isation that SA will become a
strategic base for supplying
goods to Southern Africa. Al-
though Britain and France
have maintained formal con-
tact with most African coun-
tries, traders see the value of
working from a central dis-
tribution point.”

John Hambidge, chief
executive of the Sheffield

i —

es keep the

Sl Teueo (Buss]) goiS'lzs

Chamber of Commerce & In-
dustry, says several inquiries
had been made by members
to use SA as a base to market
and distribute products in
Southern Africa.
He says: “But that will de-
end on political conditions.
they are right, SA’s infra-
structure and economic posi-
tion in the region could prove
to be a major asset.”

Likewise, SA businesses
have been quick to realise the
advantages of working
through or from the UK to
gain access to the EEC. The
estimated value of SA invest-
ment in the UK is about H34-
billion, much of which has
been made since 1888.

Safto senior manager, in-
ternational division, Mike
Veysie, says the advantages
for the UK and SA include a
common language and cul-
ture and similar accounting

_and legal systems. Britain

has access to the “tariff-free”
perks from being 2 member
of the EEC,

- Perks

Although roughly half of
SA’s exports are received by !
EEC members, many export-
ers fear the closing of old
markets. As a result, several
UK marketing and distribu-
tion companies are offering
to promote SA products In
Europe.

SA Department of Trade
and Industry deputy direc-
tor-general Gerrit Breyl
stresses the importance of
the UK as a trading partner.
He says that in spite of sanc-
tions, “Britain has always
been friendly”.

The UK’s role in the SA
economy is unlikely to
change. The view across the
political and business spec-
trum is that ties between the
two countries are likely to
strengthen once SA shows
signs of social and political
stability.




Fairs

Mr Pell says the clos
tuﬁal ties between Sﬂfgﬁlﬁt
e co Id prove fayjuraple
or British investment in this

Owever, internati
media coverage of eventt]snia:f

has led to misconceptions

by foreign inv
m‘rcumstggces. estors . about

Safto, in ‘conjunction wi
y I I
El_xe Department of Tr::IEl
t.qstrll_}utes business publica.
lons “to 25 000 Companies
worldwide. The association is
glsn involved with Organising
oA trade missions and par-
Cipation in trade fajrs
Saft? senio r

terngtmnal division, Mike

on-line computer datp.

thrnugq which 1,5-milliacf:

gg;s;?%aulges will be able to go-
3 Dusiness

relating 1 and trade data

L I

~ achieved through high-level

boat”. . .

LIS Gl

THE SA Britain—trade Asso-
ciation {Sabrita) link with the
UK South African Business
Association (Uksaba) has
helped greatly in the promeo-
tion of trade and investment,
gays Sabrita executive direc-
tor Howard Pell.

Sabrita was formed in 1965
by SA businessmen with con-
nections in the UK. Like its
mirror organisation Uksaba,
Sabrita’s prime objective is
to encourage hilateral trade
and investment.

It helps members by pro-
viding business contacts, or-
ganising trade missions to
and from the UK and supply-
ing British businesses with
objective commercial and
other data about this country.
It also works closely with the
SA and UK chambers of com-
merce.

Sabrita has nearly 300
members which include
Anglo American, Sasol, Gen-
cor and most major banks.
Membership is open to any
SA company or organisation
with investment or other
business links in Britain.

- Balanced:
~ Mr Pell says that particu- :
larly during sanctions;. the
two associations played a
crucial role in maintaining
communication between
business in the two countries.
~“During the sanctions era
Sabrita’s role was largely to
provide a balanced view of
circumstances in SA.
“Because of the political
change SA is undergoing, our-
emphasis has shifted more to
promotion of trade and in-
vestment. This will be

missions and participation in
trade fairs in the UK.”

The formation of the EEC
as a single trading market
has required Sabrita to
broaden its activities across
Europe.

“SA has an adequate First-
World infrastructure and a
fairly sound economic sys-
tem to attract foreign inves-
tors.” -

But Mr Pell sees the pre-
gsent mass unemployment
problem in SA as a major
stumbling block to securing
socjal and political stability.

In the current world re-
cesssion, “limited investment
resources are available and,
unless SA gets its act togeth-
er sharply, we could miss the



LONDON — Multination
als’ growing interest
southern Africa had cre
ated a natural niche mar-
ket for Standard Bank
London, CE Pieter Prins-
loo said yesterday.

Calls on multinationals had
been “particularly suc

 cessful. They are starting
to look and want to dc
~ something.” = -

The region had been ne-
glected and the multina-
tionals needed expertise
to reinvest in the region.

Standard Bank London hac
concentrated quite heav
ily on corporate banking
and wanted to be the
bank that knew the most
about Africa and its exot
e currencies, he said.

“If you go about it carefull

_ there are a lot of opportu

" nities (in Africa) ... anc
SA ig still the logica
place-to be.” -

sStandard London intendec

" to beva strong regionalk
bank. With local repre

| . gentation through the ac

- quisition of ANZ Grind

" lays; Africa, it was

| halfway there.

Grindlays was ranaged in
Johannesburg but its in

ternational financing in
Africa was structured
through London.

The London bank was con-
centrating on high-yield
products, which included
trading in eastern Europ-
ean and African debt.

Prinsloo said the bank was
also helping multination-
als to restructure their
African balance sheets.

He added trade {iinance
would become an impor-
tant area of business for
the London bank.




SECURITY group Chubb Holdin

year to March 1993 as tradmg profit surged
and costs fell back.

Although turnover for the UK-owned
company was only shghtly ahead at
R176,4m (R167,8m), s trong operating
fnrmance lifted tr ding prnﬂt n 20%
to R16,2m, Ta.r[y

Strmgent cash co and as

management un rpmn d ub ’
performance,
Its interest burd

to R1,7m, with debt as a ge of
sharehnlders funds cut back fmm 474% to
almost 10%.

Its final dividend was 25% up on last
year’s at 20c, with cover fa margmally
to 4,86 hm&s

Chubb’s physical securi es dmsmn re-
versed the dismal performance it turned in
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ings leapt Hearly a third to 165,2¢ fur the

last year, hiking its trading profit by more
than 300% to R57m.

Electronic security — which included
crime monitoring and rapid response -
rose from R9,8m to Rlim.

The results were marred by those of the
embattled fire security division, which in-
curred a R500 000 loss (R24m).

An increase in jts prices coupled with
ahnnahsatxun lifted Chubb’s overall trad-
ing margin from 8,2% to 9,2%.

Desplte the strong showing, chairman

Dirk Ackerman warned that the group was

- €Xpecting little growth in its main markets

during the year ahead, “which is in line
with the projected busmess trend”.

The tax charge, which included secon-
dary tax, rose 91,3% to R5,4m, taking at-
tributable prnﬂt to R9,1m (Rﬁ m).




At one bound, he

What price can reasonably be placed on free-
dom? Apparently £236m, if you’re Charter
Consoclidated CE Jeffrey Herbert and deter-
mined to cast off the shackles of the greater
Anglo American. That’s what he’s agreed to
pay Minorco to buy back its 36% holding. In
the process, other shareholders will be given
shares — one-for-one — In a new company,
Charter Plc, which will replace Charter Con-

solidated on the Johannesburg ondon
exchanges.
Herbert is funding the buy-back Trom the

£330m sale of Charter’s 38% stake in John-
son Matthey. Annual results, announced al-
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Charter’'s Herhert ... ¢
great day
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most simultaneously with the Minorco deal,
show an 11% increase in operating profit to
£31,3m; the group expects to hold net cash
after paying Minorco of about £145m.

The restructuring has raised eyebrows in
SA. Is committing R1,66bn (at the finrand
rate) to buying back your own shares really
the best way to invest a company’s wealth?

Herbert has no doubt: “This is a great day
for Charter,” he says. “It is an investment in
ourselves which will give us opportunitics
which may not otherwise have been there.
There’s always been a perception that
Charter was controlled by an SA group.
Cutting that connection gives us the freedom
to pursue new avenues and use our paper in
ways which are free of constraints.”

It’s an open secret that Herbert has long
resented the controls exercised by Anglo’s
invisible hand. Diplomatically, he will say
only that Minorco’s board has always been
“totally supportive” — which begs the ques-
tion, of course, of why the buy-back has been
deemed necessary.

(Clearly, there’s more to this than meets
the unsuspecting ¢ye. Most CEs will confirm
the presence of a strong, large and supportive
shareholder lends comfort and encourage-
ment, espectally when it comes to rights
issues and other important money matters.

50 why the almost indecent haste to use
the Johnson Matthey cash to shed the par-
ent? An observer suggests Herbert was
largely ignored by his Anglo peers: “If they’d
paid him some attention, it would have gone
far to cementing relations.”

Now, Herbert has removed Charter as the
only shareholder of substance. He will re-
port, effectively, only to non-executive chair-
man Sir Michael Edwardes (who has also
cut his ties with Minorco and Anglo). It’s a
good situation for an ambitious CE.

But every successful deal needs a willing
seller. So the next question has to be why
Minorco found it convenient to sell. Smooth
PR explanations aside, the truth is Charter
has moved progressively away from natural
resource-based business and increasingly
into specialist UK engineering, That alone
must have sat uncomfortably with Minorco,
focused as it is on natural resources.

And Minorco got a good price. Word is
that negotiations were tough and unsenti-
mental; in the end, Minorco secured a mere
2% less than the previous day’s close. Given
its large holding and that it might have had
to accept a huge discount if it peddled the
stock around UK institutions, it was clearly a
deal which pleased Minorco’s managers.

[t must have caused a passing twinge of
sadness by {older) Anglo executives. Charter
was formed in 1965 from the merger of
Central Mining, Consolidated Mines Selec-
tton and the British SA Co, flag carrier for
Cecil John Rhodes’s imperial ambitions.
Charter is redolent of history, an important
link with a bygone era.

Not that long ago, when Charter occupied
swanky London offices in Holborn Viaduct,
its board lunches were legendary repasts fit
for gourmets, set off with the silverware,

80 » FINANCIAL MAIL « JULY « 2 + 1993

crockery and paintings of a more elegant
age. It’s rumoured Minorco has requested
the return of memorabilia and the three
companies, now merely shells, which pro-
vided Charter’s substance. No-one wiil con-
firm this.

Meanwhile, Charter becomes unique, the
only pure UK engineering company listed on
the JSE. As such, 1t offers local investors a
good rand hedge — if, that is, you believe
Herbert can provide consistent returns in an
obviously difficult British and EC economic

environment. David Gleason
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CLICKS: aims™t6™reshape : R
the face of the costnetic Business Times Reporter
industr%r Thth thBe intrml:!&m- t y
ion of ° oots ' No7 hasnotseenanewrangei
range. S {Trer)  many years.”ﬂgu‘as
UK-based Boots is one of To ensure No7 hits the
the top health-care retail- market with a bang, Clicks
ers in Ewurope, and No7 is spending Rl-million on
products are among its media advertising, It will
most successful. L.}~ back this with promotions
With a- market capital= and other activities,
isation - of more than £2- The 190 products range
billion, Boots is in Britain’s across the spectrum.

top 30 and E e’s 100 An extensive treatment
l& range will be launched in

cornpanies. "
Clicks chief executive the third week of July
Trevor Honeysett says when it will be available in
managers went to Notting- all of Clicks’ 150 stores.
ham to clinch the deal. He No7 is targeted. at A, B
believes that the cosmetics and upper-C ‘earners. It
business needs a “bit of ex- -will be priced between
citement”.” - Yardley and Revion, says

“After all, th® industry Mr Honeysett.
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By DON ROBERTSON

#

THE decision to move BP
Africa’s support services
division from London to
Cape Town could lead to
SA becoming a major sup-
plier of products to Africa. |

The Cape Town division is|
now responsible for trad- |
ing and supply, human re-
sources, training, market- |
ing, control and
distribution in Keyna, Tan- |
zania, Rwanda, RBurundi,
Malawi, Mozambique,
Zambia and Zimbabwe
with functions such as.

John Withey, manager of
marketing and control of
BP Africa, says: "“We
would like to supply these
ausociates with products
from the most economical

source’. .

Some products, such as lubri-
cants, have been supplied |
from SA in the past. With

the easing of the political
situation, more ucts:

" could be supplied SA.

Managing director John
Greensmith says: “Thisisa
pratical move, underlining
the increasing ties be-
tween the countries of BP
Africa and BP Southern
Africa.” ,

The decision to move oper-
ations followed the sale of
BP’s interesis in West

l Africa and the rational-

* isation of the Africa office
in London. The support
group has beel trimed
from a staff of 40 to eigh
in Cape Town. B

It will improve on its re-
sponse time and efficiency
in dealing with its associ-
ates. The associates oper-
ate independently and
meet each quarter.

The closer ties that are likely
io be forged between the
various countries could re- |
sult in an extension of the .
use of the BP Fuelcard. It}
allows truck operators t0
charge BP for fuel, lubri- |
cants, meals and minor re- i
pairs and eliminates the| .
need for drivers to carry|
cash. Central bank aproval
for the e¢ard has beenl’
granted In Zimbabwe, |
Malawi and Zambia.

There will be other opporti-

nities for BP Africa, in-

cluding the purchasing
power for goods and ser-
vices.
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opens office
By Thabo Leshilo

South African business-
men and financiers have
been urged to take advan-
tage of investment oppor-
tunities available in Gi-
braltar because of the ter-

ritory’s modern It
facilities.
The call was e by

Colin White, director of
the Gibraltar-based com-
pany Westex, at the open-
ing in Johannesburg of the
Gibraltar Information Bu-
reaun. The office is the first
in Africa.

He said the British de-
pendent territory’s free |

facilities were a con-
venient and cost-effective
base for trading with the
huge European Communi-
ty market and further
afield.

Gibraltar’s New Har-
bours development had
the infrastructure for
small assembly units and
its free port facilities of-
fered {ax advantages.







Kodak’s SA chief named

Own Correspondent u!pc}hﬁinh on April 15.

LONDON, — Easiman Kodak yesterday Eastman Kodak, which announced its
announced it has taken the first con- intention to go back into the SA market
crete steps towards its retarn to SA i, the middle of Iast year, said Kodak
after leaving seven years ago because of (SA) “will be operated as small market-
sanctions, | ing office”, primarily in the photo-
It is in the process of safltinghup dis-  graphic field. |
tributors and has bought the s Ares Of phe initial efforts of this office will
Koday (SA) (Pty) Ltd, the Subsidiary be directed primarily at the operation

Which ceased trading in 1987, and’ servicing of orders from the con-
The general manager of Kodak (SA)  sumer and professional imaging trade

will be Jay C Smith, currently general L4 development of plans for our long-
Mmanager of Kodak Korea, who will take op torm presence.”

‘m—%




UK constructio
- clinches SA c%%i

Own Correspondent ,

LONDON. — Bovis Con-
struction, the UK’s

largest construetion

management company,
has established an
operation in SA which
has just won its first con-
tract — the construction
management of a R10m
cluster housing develop-
ment in Sandton,
Former Group Five
€Xecutive chairman Pe-
ter Clogg — who retired

- last September o is T

heading up Bovis (South-
ern Africa), e

-Bovis Construectiofi is a
wholly owned subsidiary
of the giant, London
Stock Exchange-listed
- shipping company, Pen-
insula & Orienta] (P&O).
It was involved as con-

struction manager for-

the Euro Disney and Ca-
nary Wharf projects. The
Bovis group also owns a
major US construction
management company —
Lehrer McGovern —
which makes it a signifi-
cant international play-
er. . .

Clngg said yesterday -

Bovis had entered the
SA market because it be-
lieved there would be a
consiruction boom in the
tountry over the next
four to five years, which
could place a strain on
the local industry.

Bovis had remained
out of SA during the
apartheid years, partly
because of the effect any
involvement would have
had on its international
operations.

glant
Fgac

Clogg said the new
company would be in- |
volved in construction
management in coun-
tries south of the equa- |
tor. _:

The project in Witkop- |
ren Road, Sandton jn-
volved the construction
of 38 cluster homes for
two small developers.
Clogg said there was an-
other possible project in

the pipeline involving 60

cluster homes
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By AUDREY D’'ANGELO
Business Editor

BRITAIN is still the higgest foreign inyestor in
SA and contributes 20% of all aid to this country
from the European Union (EU), Leslie Buchan-
an, new British consul in Cape Town, pointed
out yesterday. -

-He fold the Institute of Directors Western
Cape branch, at the Cape Sun, that even before
the election he had found British companies
enthusiastic about the future of SA: ‘Over 50%
of foreign investment in SA 18 British. Since 1992
over 30 companies have notified us of new in-
vestment here — many more have invested with-
out notification.

“For example, over ihe next five years the two
British companies involved in the cellular tele-
phone battle — Cable and Wireless and Voda-
fone — ex- W :

pect Lo

- invest some’ .

- R6,6bn —
or possibly
more if the
rand 18
sick.”

Buchan-
an said
there had
been an
overall in-

¢crease of
14% in bi-
lateral trade in 1993
compared with the
previous year “and
ihis increase has
been maintained SO
far this year.

«rThis is mirrored
throughout Europé€
albeit at a slower -
pace of 8% or 9%. SA’s 7.

trade with the EU in -
1093 saw a year Ol
year increase of 8,8%
and Europe now re-
presents 290% of SA’s
total forelgn trade.”

The president of \
Britain’s Board of Leslie Buchanan

Trade, Michael Heseltine, would visit SA in
July, accompanied by 67 senior British business
people, as part of 4 major campaign to promote
two-way trade. «Before then we will see a trip
here by the House of Commons Select Commit-
tee on Trade and Industry.”

But Buchanan warned that high mark-ups by
SA companies were discouraging British com-
panies looking for partners in joint ventures.

And bureaucratic red tape could prevent aid
from reaching its targets.

He said British and other foreign firms were
looking at SA as a centre for serving regional
markets, and were considering joint ventures
and agency agreements with SA firms. |

«“Some we know of have been put off by the
high markups required hy someé SA business
partners — especially where servicing and after
sales obligations in remote areas of neighbour-
ing countries are involved. |

“But provided these problems can be over-
come we believe there is great scope for SA

firms in the region,”

Describing how red tape could keep aid mon-
ey from being used, he said that during three
years he spent in Bulgaria less than 10% of EU
aid voted to that couniry was actually spent
there. It had been held up by bureaucracy in
Bulgaria and. in Brussels.

I{ was important to impress on the SA govern-
ment that requests for aid and assistance should
be formulated in such a way as to cut down.on
delays and prevent the money from being kept

in a bank.
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FOREIGN ‘multinationals %
quletly returning to South

Africawith the latest figures
| from the Washington-based
Investor Responsibility Re-
. search. Centre showing that 15
Amerlean and eight non-Amer-
1can: ‘companies have returned
“since-July.

~The research centre said this
I brnught the number of Ameri-
.can- companies invested in
South Africa to 164 — well up
. frnm the low of 104 .in 1991.
Bt the figure is still consid- |
erably less than the 1986 high §
“of 286 American cnmpanles.
mvested dlrectly in or having
. empluyees in South Africa. |
i ;fu_':: _gﬂrdﬁlﬂﬁ-ﬁﬂﬂﬂldﬂ;ﬂlg mtusmng; ot
,'q *’“T 'six years after:disiivesting.:|
|5 Lestie Boyd, Anglo Amerman
Industrlal Corporation chair-
-} 'man; said last.night represén-
. 1tatwes of the Ford Motor Com-

" “pany of Dearborn: wereahnldmg

-} -discussions about reinvesting in
+ the:South Afrman Mntur Cnrpm
ratmn - |
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that 15 npew US-  geg followeqd by Unilever ith 67
' 0

based .and eight non-U§ companies  and Sarg Lee with 4 79 employees.

ave entered SA since Jyl ® Meanwhije emerging market ana.
1S brings the Dumber of US com- - lysts said yesterday SA could attract
Panies investeq jn SA to 164, Up from's over $1bn in stock Mmarket investment
OW of 104 in 1991 o within a ear, but oreign investors
Although the total direct assets of may well treaq gingerly fi

S companijeg is only R844m, a further John Niepold, portfolig
469 US COmpanies maintain g visible  the Afrieca Emerging Markets Fund at
| p}'esenee in SAl via f‘renehiees, agen- American firm Emerging Markets

" Cles, d1etr1but1en dgreements and Management, said the SA market was
loans, Mereever, the IBR_C prefil_ee a “ne{: partieulerly cheap’,

the new SA, ‘ ‘ ' They' were Speaking from Washing-
Nen~U,Sj;eeInpen1ee WIth a presence ton in a US In

formation Service satel-
in SA tofal 1501, A total of 197 hon-Us lite broadeast.

companies: are Iéported to have sev- Niepold saig @ number of issyes had
ered tiesrwith SA Sinee' 1986 as OP-  to he '

‘Posed 10182 US companjes. | were high in SA and ther

e B




| ISTEN closely to rumour mongers at the J ohannesburg
I Stock Exchange and you will hear joyous cries of “The
ulti-nationals are comingback.” . ~ ., ., . SR
If statistics provided by the Washington-based Investor
Responsibility Research Centre are anything to go by, foreign
Investment is definitely bound for our shores. =~ - A
_ Distributed in South Africa by McGregors, the fesearch
shows that since the official li ing of federal sanctions in July

In addition, the Centre indicates that 15 new US and eight
other foreign companies have re-entered South Africa sinee
July this year, These include Novell, Apple Computer, Lotus
and Quickpath Systemns, - e i
CPC International, Honeywell, IBM and Sara Lee have
announced the reacquisition of some or all of the equity in former
South African subsidiaries. Other comparnies which were previ-
ously invested quuﬂmﬁinaandaretarﬁmnmdudeCLmﬂns
Engine Co, Dow Jones, Measurex Corp and Procter & Gamble,

ot ek I
--"‘-‘.I* b= "’--_.-qju“.' FR L]
LS Y o R

panies will set up factorles and retail outlets or just open up
offices to sell products manufactured in their countries, .
For instance, Apple Computer has a Jjoint venture with HNR
Computers, whereby that company will use its national infra- -
structure to market and sell Apple products. Only when the’
company has paid for the product in advance, does Appleship -
the equipment to South Africa. = .- ’i. J:.i_:‘.:*ﬁ‘lﬁl LT
McGregors’ figures confirm that total direct assets do not -
armoumt to much, but it stresses that a vast number of compa- ..
nies do have a presence in South Africa. B i< T
Says McGregors: “Although the total direct assets o

oA

The question being asked by analysts is whether thesecom- |

in .
L L R -
com- .-

panies are only R844-million, a further 469 US companies .

maintain a visible presence in South Afiica through franchises, -
agencies, distribution agreements and loans.” el
Anumber of analysts are more optimistic. One indicafes that __

Procter & Gamble has “never simply opened up an office in -~ -

another country. It brings its own staff, marketing agents and
other experts and usually rips through its competitors.” He
adds that, in this case, Unilever would finally have a worthwhile
competitor. S R
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- 'eourse, whisky! ™

Business Editor

SCOTTISH manufactur-
ers who lost market
share in SA in the
1980's, when the call
for sanctions made
trade difficult, were
back in Cape Town last
week renewing old
contacts.
They were part of a
trade mission from 19
companies represent-
ing interests ranging
from engineering and
low-cost prefabricated
“houses to kippered
y 'h:err_mgs___.quf, 0f
Some members were in
SA for the first time,
- exploring it as a new
market. Bui at least
one, Dewar Horne, MD
of the Horne Engineer-
ing Co — whose com-
pany has exported
thermostatic valves to
SA for the past 40

years — was visiting

established custom-
_ers.

Mission manager lain
McTaggart, trade pro-
motion executive with
the Scottish Council
for Development and
Industry, said the visit
would result in two-
way trade.

Although it was mainly
exploratory, some mis-
sion members had al-
ready made sales.
Most were pianning to
return to SA to follow
up opportunities.

And they had called on
Wesgro, which is now
the development or-
ganisation for the
Western Cape in addi-
tion to its original pur-
pose of attracting in-
vestment to the area.

SA is Scotland’s 10th
largest international
market for whisky. It is
included — in 22nd
place — among the top
40 markets for Scottish
manufactured exports.
These include office
machinery, chemicals,
electronics, food and

drink and transport

equipmenti.
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|- ﬁ— Barclays Bank, with assets of
£162bn- is returning tn SA nine: years after

selling l,ts stake in Ba
First Natmnal Bank

‘It said yestarda ad
granted it authority.to set up-a bankmg

.-operation. It expected 'to open an office in .

| Johanneshurg next month.

Barclays Bank of SA Ltd, with startmg

capital nf R50m; would be.a ‘wholly owned ,

:subsmlary -and-would not be; mvolvedwm#

" refail’.banking, . It would fucus 0N Cross-. .
P '-'hurdwtrade ﬁnan::e cor rate bankm re
and: servm multin onal ts mth in-

terests m SA"‘ @
ays sa1d 1f'wou nukm at

"'I'l\.

Barclays de Zuete Wedd, whmh dealt in SA
equities-anid debt in London
ThE nperatmn would be headed by Plul-

!arclaysﬁ Bank heads back to SA

| — oA ]

lip Howell, who was chief of Barclays'
Southeast Asian interests in Singapore.

Barclays would start up with a staff of
15 but expected to increase its paymll as
business expanded.

Chris Havilland, who oversees Bar-
clays’s African and Caribbean interests,
said the move was a logical .extension of

- the bank’s.existing operations. “We are in

. Botswana, Swaziland, Zaire, Kenya, Ugan-

da =nd Ghana. Trade between SA and those
countries i3 increasing. In addition, many
of our British corporate clients do business
with SA and this will place us in a position
to finance exports from the country., We
will be serving our existing client base and
hope to expand our wholesale banking op-

erations in SA.”
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OFFERS of joint ventures with SA part-
ners this week include one from Austratia
for the production of light aircraft, and a
proposal from the UK for the establish-
ment of a motor plant,

The offers are made through the Trade
Lepartient’s Industriai Levelopment aud
Investment Centre. They are:
AUSTRALIA: An Australian company is
offering its technology for the production
of light aircraft which can be used for
training and recreational flying.

The training of staff, quality control sys-

hick

q"
=y

tems and initial roductio _Supervision
will be provided, ,(j( EH,J CA&I
BRITAIN: A company ‘wis o {rafisfer

if3 technology for the setting up of a urn-
key operation in SA to manufacture
“unique, low-cost, completely knocked
down motor vehicles”,

The company is confident that a 100%
local content of materials used for the
production of this vehicle is possible, It

says the plant couid be set up and oper- Centre. The fax number is {012) 322-4523.

ational within six months
GERMANY: A German company wishes to
enter into a joint venture for the produc-
tion of dust extraction tables or special
furniture machinery. The SA partner
should preferably be involved in furnityre
or furniture equipment production.
UNITED STATES: A US-based company is
seeking a joint venture partner to set up
wind and solar energy power plants.
Different options on the installation,
finance, trairing, and other matters of con-
cern to the SA partner can be negotiated,
the company says.
0) Further information or the inquiries can
be obtained from Pheko Weeto (012) 310-
9800 or Helen Dawson {(012) 310-9789 at the
Industrial Development and Investment




By CLAIRE GEB

ECONOMICS EDITOR

General Electric International (GE)
announced its return to South
Africa yesterday after an absence of
nine years,

GEis fifth on the Fortune 500
list and is one of the world’s largest
public companies, with revenues of
$60 billion.

“The multibillion-dollar diversi-
fied technology, manufacturing
and services organisation said if
had taken its decision purely on
‘business grounds.

Gengrnl Bl

2i[glas

also annournced the signing
of a licensing agreement between
GE Transportation Systems and
Dorbyl to manufacture locomo-
tives and provide maintenance in
Southern Africa.

The arrangement will enhance
Dorbyl’s role as a GE distributor by
permitting locomotive manufactur-
ing and full service-contract devel-
opment in 10 southern African
countries.

The newly appointed president
of GE South Africa, Michael
Hendry, said new diesel-electric
locomotives would be built and the

designs

tr ¢ returns to SA

GE fleet in Africa would be rebuilt
to install new technology.

The work would be performed
at Dorbyl's facilities in Boksburg.

GE Transportation Systems is
one of the world’s largest produc-
ers of locomotives, with units in
more than 75 countries.

Dorbyl Transport Products
and builds freight wagons,
bogies and locomotives.

GE said it had been looking at
the South African market for the
past six months to assess its poten-
tial and to ensure investment
would be the correct decision.
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.BRITISHyinstitutional investors
‘and merchant bankers are
scrambling for a slice of the ac-
tion. _

Prudential Portfolio Managers,
one of the world’s biggest Inves-
tors, has set up its first office in
South Africa to build on existing

shareholdings worth £230 million
{R1 219 million).

Last week Barings, one of Lon-
don’s oldest merchant banks, said
it also intended to establish itself
in South Africa.

And immediately affer the
election, Michael Marks, chief ex-
ecutive of the brokers Smith New
Court, is visiting the country to
meet Nelson Mandela, President
De Klerk and Chief Mangosuthu
Buthelezi.

“I am also going to see the big
‘mining houses and insurance
companies,” said Mr Marks, “to
find out what they expect from a
foreign securities house. The Af-
rican National Congress have
dropped their radical stance on
nationalisation, but they want
more industry owned by blacks,
and that is quite right.”

Several of London’s top mer-
chant banks and securities houses
see restructuring as an opportu-
nity for them to earn advisory
fees.

The election 1s seen by many
international fund managers as a
watershed, signalling a degree of
political stability that will make
it essential to deploy part of their
portfolios here. -

Representatives of Morgan
Stanley are in South Africa decid-
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M Investment in South
Africa is attracting
increasing interest. Last
week the Independent on
Sunday underlined this
by focusing on South
Africa In its main
business section report.
WILLIAM KAY reporis.

ing whether to put the country’s
stock market into the influential
Emerging Markets Index, which
many fund managers use as a
guide for their own -investment
strategies.

Michael Spriggs, head of South
African research at London’s SG
Warburg Securities, said: “If
South Africa is classified as an
emerging market, £3 billion
(R15,9 billion} would give it a
neufral weighting in institutional
portfolios.” A neutral weighting
would mean Johannesburg was
placed on a par emerging mar-
kets such as Singapore or Hong

Kﬂ};}i @1&5&?1?4%!? l.'-l'tly be

conservative. The Robert Flem-
ing merchant bank has had a Jo-
hannesburg office for many
years. From there, Adam Flem-
ing argued, “South Africa would
add another £70 billion (R245 bil-
lion) to the value of emerging
markets currently worth £280 bil-
lion {R980 billion).

About a tenth of that is held by
investors in developed countries,
so if they wanted to bring South

amble for slice

Africa up to the same level they'
would have to invest £7 billion
(R37.1 billion).”

Ironically, little of the foreign
money expected to flood into the
stock market is likely to find its
way into South African compa-
nies — except indirectly, through
the profits it will give to local in-
vestors who sell their shares to
meet the demand.

Michael Coulson, South African
analyst for the French-owned
Credit Lyonnais Laing, said:

“Many of their companies are al-

ready lean, mean and well
cashed-up, after the last three or
four years of no growth. They do

not need to Jyaise-additional
money I

Sir Chips KeSwick] chairman of
Hambros bank and a director of
South African diamond giant De
Beers, said exchange controls
were holding the country back.
“If they felt they could dismantle
that, it would open the whole
country up. There 1s plenty of
scope for increasing debt, and
they have all the commodities,
minerals, power and legal infra-
structure to become a highly de-
veloped economy very quickly.”

But Hugh Freedberg, the South
African-born chief executive of
Hill Samuel, part of TSB Group,
warned: “The new government
will have to meet very high ex-
pectations among blacks. They
will expect to see an uplift in
their standard of living in the

next year. It’s going to be very
difficult.”
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will be fully controlled
by Singer. |
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countries seling ties and silk acces-
sories, has opened its first outlet in
South Africa.

The British-based chain, founded
and chaired by former South Afri-
can Roy Bishko, awarded a fran-
chise at Johannesburg International
airport’sduty-free section to Perfect
Malimela and George Msibi of Flirst
League Trading.

Both are directors of the Fedics
group, which has other outlets at the
airport. The deal is aimed at black
economic empowerment, Fedics has
no financial interest in the franchise.

It is Mr Bishko’s first visit to the

o
e

w 3

STRONG TIES . . . George Msibi and Roy Bishko, founder of the Tie Rack franchise

TIE Rack, whicgg s ggi_l},éaj ;1'1‘8 an SA OUtlet

By ZILLA EFRAT

country of his hirth in 11 years.

Born in Bloemfontein, he started
selling ties in 1981 at cost price to

‘attract customers to his shoe repair

shop in London’s Oxford Street.

He was testing whether there was
a market for ties and realised that if
the business grew, he could make
the same, or even bigger margins
than the wholesaler. His aim was to
sell quality at good prices. Later
scarves, socks, boxer shorts, bow
ties and cufflinks were added to the
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range.

Today, Tie Rack’s design team
introduces over 1000 new silk and
other products each year. The com-
pany is listed on the London Stock
E:xchange and achieved sales of £84-
million and profits of £7,4-million in
the year to end January this year.

It has shops in 45 airports where it
finds a captive audience: men who
usually do not like to shop.

Mr Bishko says: “Under normal
circumstances we wotld not have
opened up in South Africa because it
is not a big market. But we are here
today because I am South African.”




THE world's tw i
hamburger chains, McDon-
alds and Burger King,
would already be operai-
ing in South Africa were
they not embroiled in
trademark disputes here.

Both companies have
complained to their gov-
ernment that,South Africa
does not protect intellectu-

al property rights.

This has led to Section’'

301 procedings against

South Africa which result- - -

ed in the country being
placed on a special US
‘watch-list at the end of
April, The list consists of
countries where intellectu-
al property rigits viola-
tions have been identified.

Both McDonalds and
Burger King are facing ap-
plications to have their
trademarks expunged
from the SA register be-

cause these have never’

been used in the country.

The applications can be
traced back to George
sombonos, owner of the
.Chicken Licken franchise.
- Reditype Foods, a com-
pany in which Mr Som-
bonos is a director, has
asked to have Burger

largest |

By ZILLA EFRAT

King's name  expunged
from the register.

In McDonald’s case, the
applications were made by
Joburgers Drive-Inn Res-
taurant, a.company held by
Mr Sombonos, and Dax-
prop CC, which is owned by
Chicken Licken franchise

holder George Charalam-

bous.
The US food chains are
using different partners at
the same firm of trade-
mark attorneys, Spoor &
Fisher.

The application concern-

ing McDonalds will be
heard on August 28 in the

the Transvaal Provincial

Division of the Supreme
Court.

Burger King will also
take legal action and its
lawyer confirms that evi-
dence is being prepared.

However, outside ob-
servers expect Burger
King, a newcomer to the

- SA market, to wait for the

result of the McDonalds
case before launching its

‘attack.

In the meantime, it

eeze burger
sl
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wuulgm at both mul-

tinationals cannot appoint
SA franchisees until uncer-
tainty surrounding their
trademarks is eliminated.
Kim Miller, a spokes-
man for Burger King, says: -
“All things considered,
Burger King would most
likely already he open in
South Africa. The principal
reason we are not, is the
trademark issue.”
Michael Cleverley, US
counsellor for economic af-
fairs, says South Africa is
positioned on the lowest of
three lists in terms of Sec-
tion 301 proceedings. If the

~intellectual property rights
. issue is not resolved over

time the country could be
elevated to a higher list.
A special review date for

" South Africa has been set

for September 15 and it is

" hoped that relevant parties
" will have met before then

to resolve the issue.
A country gets placed on
the list after US companies

" have complained that it is

not protecting their intel-
lectual property rights and
a US trade representative
has found supporting evi-




pharmaceutical group,
has embarked on a R60-
million project in South
Africa aimed increas-
ing understanding of tu-
berculosis and finding
new drugs and vaccines
to cure and prevent it.
.. §A scientists say that TB
is not usually a “rewarding
disease” for pharmaceuti-
cal companies to research
because it mainly occurs in
the Third World, where
those who confract it are
largely unable.to pay for

| treatment. The most
‘recent TB drug was devel-
oped over 20 years ago.

" Action TB, Glaxo’s pro-
ject, is the biggest research
project under way in South
Africa and the largest sin-
gle source of funding

‘worldwide for research
into TB, a disease that kills

3-million people a year.
Martin Jennings, Glaxo’s
corporate affairs manager,

"says this is the first time

Glaxo has funded basic re-
search in South Africa.
The country was chosen
because of its unique blend
of First and Third World
elements — represented by

the standard of its research

scientists and.an outbreak
of TB in the western Cape.

The five-year pro-
gramme will unite re-
search departments of
three British and seven SA
universities; 85 SA scien-
tists are involved.

All aspects of the TB
bacterium and its spread in
a community are being
studied. A facility has been

b1)

By ZILLA EFRAT

A

built in Pretoria which pro-
duces research material
for scientists around the
world.

‘Using geographic infor-
mation and computer map-
ping systems, scientists are
plotting the spread of TB
““almost household by
household” in the Western
Cape, where some of the
highest incidents of TB in
Africa have been reported.

- Tnaddition, infected ado-

lescents are being studied
to undérstand further im-
munology.through hormnon-
al changes.

In 1993, the World Health
Organisation declared TB
a global emergency. Since
then 6-million people have

" died from the disease and

60-million have heen in-
fected with it.

The WHO says while TB
is the world’s greatest in-
fectious killer of adults,
funding for TB has been
severely neglected. Less
than 15% of foreign aid 1s
devoted to it and only a
handful of institutions have
increased their efforts to
established more effective
control programines.

Mario Ehlers, head of
UCT medical school’s de-
partment of bio-chemistry,
estimates that world sales

Qt
~ for all TB drugs total less

than $200-million a year

~ while it could cost between
~ $200-million and $300-mil-

lion to develop a new drug,
Professor Ehlers says it
is believed that one third of

est

laxo takes

GLAXO, the British

fue

the world’s population is
infected with TB but only
10% actually develop the
disease. -

Infection occurs after
one breathes in bacteria
expelled in the sputum
coughed up by someone
who has the disease. The
disease takes hold when
the body’s immunity is low
because of malnutrition or
diseases like AIDS and can-
cer. Signs of infection in-
clude weight loss, night
sweats and coughing up
blood. |

Peter Donald, head of
the University of Stellen-
bosch’'s départment of pae-
diatrics and child health,
says the spread of AIDS
could lead to the doubling
of TB cases in the near
future.

In some African coun-
tries, 60% of TB sufferers
are HIV positive in what is
being called the “cursed
duet”.

Glaxo’s Action TB pro-
ject began in 1993 but, ac-
cording to Mr Jennings, it
could take up to 12 years
before a drug is brought to
the market,

The vaccine given to 1n-
fants reduces- TB in child-
ren but not in adulthood
and curative drugs must be
used for six months even
though the patient feels |
better earlier on.

Professor Ehlers says
this has resulted in a prob-
lem particularly in places
like New York, where re-
sistant strains of TB have
emerged because people
stopped taking the drug (oo
SO0, -



Plastics company c

By AUDREY D’ANGELO
2 abE BUSINESS EDITOR

A British plastic sheeting manu-
facturer, Power Plastics from
Thirsk in Yorkshire, is now sup-
plying southern hemisphere
clients from a Cape Town factory
opened in 1993,

David Price, the managing
director, told Business Report
that it had initially used the Cape
Town operation only to supply
‘an order from a client on Ameri-
ca’s eastern seaboard.

“We expect to supply that
market, South America and pos-
sibly the Far East, from South
Africa,” he said.

Power Plastics is currently
operating from a rented factory
in Bellville where double shifts
are being worked on two produc-
tion lines. But now that the South
African operation s proving suc-
cessful, the company is building
its own factory in Blackheath
where there will be four produc-
tion lines.

over
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Price said the company had
two divisions — industrial and
leisure. The industrial division
supplied plastic liners for con-
tainers carrying chemicals, gran-
ular products such as sugar and.
hazardous substances. -

It had only one South Atrican
customer, SA Nylon Spinners,
when it first located 'ih Cape
Town. It now had “six substantial
businesses” in its South African
customerbase, |t ubi. ¢
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lessly. to proyide: protective
ers. This had-a-variety of uses,

-

from protecting ships’ paintwork

from damage while they were in
dry dock, to covering the rotor
blades at power stations and
goods left out in the open. |

Power Plastics had just
recetved an order from Porinet
for sheeting to cover goods lying
on the dockside. |

The main product from the
leisure division was swimming
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pool covers, forwhich southern L e s T
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Namibia was proving a good | &

. s

market for this because of recent -
legislation that all swimming
pools must have covers to min-
imise loss from evaporation.

Discussing business condi-* e gt oot A . o
tions in South Africa, Price said palae e
he had been surprised by the [ afiiie . . . ... ie ¥
delay in responding to -orders 7 g L e
and H.ﬁ%mmﬁ the —mﬂm.m.— of fime : L e o b i
taken for deliveries and poor s oo
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The industral division. 210, ; quality control. ... . 5
oY mm_.; South African companies e o

could be -joified togethier Gedm- ;

would have to tighten up on this
to compete in inter-
national markets. He had also
been surprised by the credit
arrangements here, where cus-
tomers took a long time to pay
and suppliers expected money
up front when taking an order.
Productivity was poor, but
the need for more jobs was prob-
ably a reason for this. it meant
that more people were employed
to do jobs, like unloading, than
would be the case in Europe.
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WELL WRAPPED HMS Hlustrious’ paintwork is protected with sheeting made
by Power Plastics while sandblasting 1s being carried out.The company presently
has three warships under wraps in Britain. -
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NatWest acq
in BoE Me

Edward West

UK finance house to make g
direct investment in SA banking
ahead of JSE deregulation and the
scrapping of exchange controls,
with the acquisition of 50% of
Board of Executors Merchant
Bank for R90m.

The deal positions NatWest
with a platform to build its pres-
ence in southern Africa, and en-
ables BoE to take advantage of
JSE deregulation through the ac-
quisition of Ed Hern, Rudolph, ag
well as preparing it to broaden its
investment risk profile overseas
once exchange controls are
scrapped.

Board of Executors said yester-
day it would sell 50% of BoR Mer-
chant Bank to NatWest in a re-
structuring which will result in
the acquisition of Ed Hern, Ru-
dolph by a new joint venture mer-
chant bank, BoE NatWest.

BoE MD Bill McAdam said the
deal, negotiations for which had
begun in July last year, was con-
cluded after BoE decided not to try
to expand offshore but to link up
with a powerful overseas partner,
providing it with internationa] co-
nnections and a wide range of fi-
- nancial products and gkills,
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assets of R2,1bn and a capital ad-
equacy ratio of 13%. '
The new merchant bank will
also operate a brokerage through
the acquisition of the operations of

Ed Hern, Rudolph Inc— subject to -

JSE deregulation — which will be
called BoE NatWest Securities.
Ed Hern, Rudolph Inc executive
chairman Ed Hern plans to retire
to pursue his own interests.

In addition, BoE will form BoE
Private Bank and Trust, to which
BoE Merchant Bank's existing in-
dividual client operations will be
transferred. The private bank wiil
begin operating on October 1 1995
and will have assets of about
R443m with an initial capital ad-
equacy ratio of 19%.

NatWest Markets, through
which National Westminster

BoE NatWest will begin oper-

uires stake
rchant

‘no effect on BoE's earnings in the

@%nk

Bank’s acquisition was made, has
assets of more than £76bn.

“Our greatest input will be in
the securities business, the import
of project financing skills, and in
the need to bring in foreign capital
for infrastructure assets,” said
NatWest Markets deputy CE Jo-
hn Howland-Jackson.

The NatWest joint venture and
securifies operation would have

financial year to end-September,
but was expected to significantly
contribute to earnings growth
thereafter.

McAdam said the money raised
from the sale of half of BoE Mer-
chant Bank would be used to 8.
nance further investments — the
group still planned to acquire a
life assurance company even
though negotiations earlier this

year fell through — and to inject
further capital into BoE NatWest

over time.
Discount House Merchant
Bank, acquired by BoE in Jan-

uary, would be used as the vehicle
to create BoE’s private bank.
Apart from normal banking facil-
ities, the private bank will provide
specialised services to high net
worth clients and will also include
home loans following the recent
tie-up with Pam Golding Proper-
ties which operates in the same
market segment as the banik.
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Irish butter

| Kerrygold In

By S

%é ) ?ZJDI?S
Johannesburg — Kei gold, one of

the world’s top dairy brands, was
1aunched on the South African mar-
ket yesterday.

The launch of the Irish product,
well known for its connection with
Independent Newspapers' major
shareholder, Tony O Reilly, and as
prescribed reading a5 a text-book
marketing case at Harvard Uni-
versity, was introduced in associa-
tion with local importers and dis-
iributors, The Cold Chain.

Speaking at a Kerrygold trade

lo ml&?}inch '
T Z

. and press reception in johan-

nesburg yesterday, Fergus Kelly,
regional manager of the Irish Dairy
Board, said: “The launch was an
opportunity for the Board to cele-
brate the amrival of Kerrygold in
South Africa in what augurs to be
an important new era for a major
imported dairy brand in the market.

“Working closely with our part-
ners, The Cold Chain. .. has meant
that Kerrygold will be carefully

| positioned to ensure a meaningful
<hare of butter sales without dis-

turbing the existing market.”

Kerrygold Butter has become
av '1_ﬂb1EiIISUCOUI'IiIiESEi11CE it was
launched in 1962 and has been fol-
lowed by other products such as
cheese and tinned milk powders.

lreland’s biggest exporter, the
Jrish Dairy Board produces a wide
variety of branded dairy foods
through a network of subsidiary
companies, Overseas sales offices,
agents and distributors. - i




STAFF WRITER

Johannesbu; — Imperial Tobacco, the
British-based tobaceo company, has
entered the South African market with
the launch of Superkings, its most pop-
ufar brand worldwide.

The company has hinted it might
set up manufacturing operations in
South Africa. That could challenge the
Rembrandt group’s dominance.

Imperial sells 20 brands in 70 coun-
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tries, with
generating R20 billion a year.

Though some Imperial brands had
been seen in South Africa, this was
Imperial’s first direct involvement in
the local market, said Robert Gledhill,
the general manager of Imperial’s
South African operation.

He said the domestic market in
Britain was mature, so Imperial was
investing considerable resources in
operations worldwide.

0 company enters

bl ) wSTCo) 1[3[%

SA market

It saw South Africa as a major
opportunity, “particularly since it is
predominantly a Virginia tobacco mar-
ket, which is where Imperial's exper-
tise lies”,

BrandAdd, an all-South African
marketing, sales and distribution joint
venture, has been established in
Bryanston, Johannesburg,

Gledhill said the company would

use South Africa as a springboard ino
neighbouring countries.
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OUTH AFRICANS can brace
themselves for a new wave
of investment from en-
trepreneurial billicnaire
Richard Branson’s Virgin empire.

Over 150 Virgin brands exist
and, so far, only three have arrived
in South Africa — Virgin Atlantic
airlines, Virgin Vodka and the
Storm modelling agency.

Virgin's colas, Megastores, V2
record company and a range of fi-
nancial services should soan be
launched. Virgin is aiso set to make
a bid for a stake in the privatisation
of Sun Air.

‘According to Branson, the intro-
duction of South Africa’s first
Megastore is 18 months away. He
Says Virgin changed its initiaj con-
cept and is now looking at larger
Sites. The Megastores couid house
cinemas, bookshops. Virgin Cafés
and clothing and cosmetic ranges
being developed in the UK.

Branson expects to open about
30 Megastores in South Africa of
varying sizes. Larger complexes
could cost about $30-million and
employ around 500 people.

Virgin is aiso set to add fizz to
the local “colawars”, Jts director of
Corporate affairs in South Africa,
Tracey Meaker, says it hopes to
introduce Virgin Cola onto the
market within the next six months.
A management team oyt from the
UK is formulating plans, which
look likely to include a manufac-
turing plant. Meaker is not letting
100 much out of the can, but con.
firms that Virgin Cola will be made
locally by a wholly owned Virgin
operation.

Branson says Virgin has identi-
fied potential local partners for its
move into the financial services
market and will meet them next
week. They are likely to get a stake
in the SA operation.

The range of services to be in-
troduced could include invest-
ments, pensions, life assurance,
credit cards and a “secret” banking
product soon to be introduced in.
to the UK market. *

Virgin invested $250-million in
two aircraft for its SA route and
expects to invest a further $150-
million in South Africa over the
next three or four years,

Virgin Atlantic is an example of
how, through product innovation
and giving the consumer better
value for money, Branson has en-
tered a market and turned it up-
side down.

marily a music group, it is now Brit-
ain’
line after British Airways.
Branson says its launch in South
Alrica, where it took on SA Airways
and British Airways, “went beyond
our wildest dreams”, Virgin is now
considering adding a larger plane
to the route and e€xpects to offer g
daily service to
South Africa by July.
In an interview at
his Holland Park of
fices in London this
week, Branson de
scribed how he tack-

led the UK financial Nuﬁww.wﬁmwﬁh \.Qm\ sible stake in Sun Ajr
services business af- . . — which could be .
ter discovering it EMm TR Rove 1into 49% — Branson has
a complete “rip-off” . long-term hopes of
which skimmed com- /1€ .\NEQN\NQNQN running a  Pap- &
missions off all his . African airline which 2
transactions. SErvices covers Southern g
In one case, he Africa. Ay
says, Virgin looked at mar \ﬁm.w He says Virgin has

the performance of

UK investment managers over dif-
ferent periods and found that inno
less than 90% of the titne, they did
nol manage to outperform the all-
share index. After taking the in-
vestment managers’ overheads ip-
to account, Virgin concluded that
its was better for the average per-
son “to ignore all fund managers”
and invest in an all-share index
tracking fund which was Jess ex-
pensive to administer,

. o
His company has more than

and so far only three of them have been
introduced here, writes ZILLA EFRAT

$ second-largest long-haul ajr-

Virgin has
identified
potential local

7

(

7)23[3]9
150 brands,

Over the past three years, Vir-
gin’s all-share index tracking fund
has been the UK’s top performer
and Branson believes jt could do
well in South Africa too.

He says he will again attempt to
become the first man to make an
around the world trip in a hot aijr
balloon later this year.

Likewise, despite recently losing
a bid for a licence, he would still g2 L

like to see Virgin Ra- £ : | e
dio in South Africa, B TS - i
even if it means buy-
ing a licensed radio
station one day.

In addition to tak-
ing the highest pos-

P e
1 P

become an “all-life”
company. Its produects, which in-
clude condoms and bridal gowns,
COver people from birth to death.
This has prompted his friend,
singer Peter Gabriel, to suggest
that the group be renamed “Virgin
In and Qut”.
{hereis no doubt that many oth-
er Virgin products will find their
way onto the South African mar-
ket, but at this stage no-one is say-
ing much more.
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SA ao_omm:os

Tim na__nn | _ o

EOZUOZ —_ _H,_um _umn and SA are mwﬁmoemn

| 'to sign an investment promotion and- “pro-,

u% @wﬂzmmmu |
| _u Trade ter Mar

§= see the establishment of a
cN.mP _.u ateral forum, comparable with

et mmaw,mn“

established commissions between SA and

tection agreement today to hopst growing =, the US and SA and Germany, ..

investment by UK com EmemmEm?
The agreement is
the visit of Um_w
ela, Trade and Industry Minister Alec
MHEH.F.. Deputy Foreign Minister Aziz Pa-
had and Deputy Minister Essop Pahad
which begins today. Members of the group
will vigit Queen Elizabeth, Prime Minister

 Tony Blair, Foreign mmﬁmws Robin .ogw

ely to be signed dur-
uty President Thabo -

The signing of the Investment ] m.uoEn.

‘tion and Protection Agreement protocol is
scheduled to take place during talks be-.
. tween Beckett and Erwin, which are ex-

pected to deal with SA’s trade relations

. with the European Union. . _
Officials have been ﬁmmcﬂm&_bm technical -

issues resulting from SA’s exchange control

ummEmEaum since 1994, but ﬁ.m.d rmﬂm wmmn __

'inves
B =5 1 e

ironied out. The GH _umm m#mm& E mm 86

ent @388&_

Ippa agreements, 72 of which are in force.
They cover the %EEE , adequate and ef-

fective payment o

priation, the ability to transfer profit and

repatriate capital, the independent settle- .

ment of investment disputes and interna-
tional arbitration on disputes.
Commenting on the visit, bu_ucu for

compensation for expro-

e e omr w— —g AR .Em . — '

Southern Africa director Ben Jackson said

~ his cwmmuummﬂcu was encouraged by the bi-

lateral forum, but the real test would be

‘whether the UK would see an SA-EU-trade
‘deal as a priority for jts Hd,bﬂmmm@munﬁ

4 . e . - . -



Lenden Petentlal BI'ltlSh
investors in South Africa have
been given glowing reports
I about doing business here - by
compatriots already active in
= the post-apartheid economy.
The compliments flowed liber-
e ellsr during a.conference in Lon-
t don this week to entice British

£ companies to open shop in the

Western Cape.

v The conference was ergemeed |

1 by former ambassador to London
Dennis Worrall’s Omega Invest-
rment Research, in association
riyrith the. Western Gape provincial
g government, - the * Federated
1. Chamber for African Business
-;and Consumet Services (Fabcos),
ethe Western Cape economic
development agency Weegre, and

. othergroups. -~
Western Cape eeenemms

affairs mmlstq,r Chris Nissen pre-

sented his province as the “Cape

- of Capabilities”, telling delegates

! it was unfortunate that many peo-
- ple evereeas thought of South

t Africa in the same terms as
Rwanﬁa or Burundi.

__ He said Cape Town’s shortlist-
~ing for the 2004 Olymplee refiect-
ed the province’s vast technical

17 an rese wées, which in
turn wasrefiected by the fact that
the Western Cape had a higher
grewth rate than any other
province.

But the investment reedshew

at London’s elegant Dorchester

Hotel, where Deputy President
Thabo Mbeki spent two nights
this week, gained most of its
momentum from the testimonials

-pI‘ﬂVldEd by offshore investors

active in the Western Cape.
Speakers. at the conference
agreed that foreign investors

- were attracted to the Western

Cape by its natural beauty, high

Jdavel of prefeselenel skills and

manageable crimerate. . -

This made the pravince an
ideal base for operations in the
rest of South Africa and Africa -
and elsewhere in the southern
hemisphere. -

Simon Sherwood, of 0r1en.t-
Express Hotels Inc, which oper-
ates the Mount Nelson Hotel in
Cape Town, boasted that in nine
years, the hotel had become the
fastest-growing investment in the
eroup’s small but internationaily
renowned empire of exclusive
hotels.

Masoud Alikhani, chairman of

Agrlfarm International Limited,

ii'IllIIIIIIII_IIIIIiiiii_iiFﬁiil

n;ent summlt

%““f 3

”1r“tf .
Qx has acqulred the Delalre {

Wmery - one of the Western

Cape’s most prestigious estates - |

has invested in South Afrl.ce fer

" thepast five years.

His company specxaheee in
develepmg new technology and
other products in agr iculture.

Mr Alikhani neted that whﬂe h

in the past 10 years a great deal of
Western capital has been invest-

ed in emerging merkete, South | '-

Africa had not reeewed 1ts falr

investment,” hesaid,
Equal pralee eeme from Jo

Kempstex; managing divectorof,

i

- .,the British-based RollsRoyce

Industmal and Merme Pewer

;Lmllted AN L A .f_".‘f'?..'r;,. : -

He was premeusly chlef exectl-
tive of NEI Africa, a JSE-listed
Rolls Royce subsidiary that
empleye 2 500 people, most of
them in the Western Cape: "AS

part of its social investment, NEI |

Afrlca has already put R7-million
into two technical colleges of its

own, one in Cape Town and the_ '

other in"Johannesburg. . -
Mr Kempster said Cape Town
was ah excellent export platform,

particularly to the rest efAfnca -

Foreign Service ...

A

5

share of this interest.” -, B
“We are.Very preud ef euﬁ
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LONDON — Consumer goods frm -
Unilever disclosed yesterday it had invest- .

ed Ribn in SA over the past six to seven
years. -

_pany's
pun, said the investment drive began just
fefore the general election and was part ofa
continuing programme.

. An investment of Ribn in SA ranks

o ...Ecum the highest recorded over thus period
.and m_mmwnﬁm analysts’ suspicions that -

" much of the substantial investment into SA
has come through existing companies

rather than through the establishment of |

new entities.

The investment drive has escaped pub-
licity because the company is unlisted in SA
and conceals country-by-country break-
downs of its global operations.

The w.—mw_mﬁmﬁ of the Anglo-Dutch com-
ica business group, Henri Bon-

yninto SA

biggest companies. -

Fla. r md,
'
1.

s B0 W) 38 -
among the worlds 00 A operation was g

Bonpun said the primary aim of the in~

yvestment was to increase the competitive-
ness of Unilever’s SA operations. The com-
. pany’s products include home and personal--
care products including Skip, Omo, Mag-
num, Flora and Sunlight, as well as food

- brands. _

A major part of the drive was the con-;

. gtruction of a R50m personal products fac-

tory in Durban, which was formally opened

earlier this year.

On plans for the future, Bonpun said SA
was an important component of Unilever’s
Africa operations and was involved in the

egories of the company’s roducts.

“production and distribution of all core cat-

In most markets in SA the company was
meeting strong opposition, but was In a

good position to grow, he said.
As a result of the

investment drive the
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. ‘quality figures that are‘as mccm as any-

- where in the world”. It hed laid g basis for

growth, but much of this. grawth would be,

.
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3 “@There are very few pogsibilities for ac-
. quisitions, and when there aré-the price is
horrendous.” - Lo T
 Unilever’s response was to build “inno-
\ yation centres” to develop new products and
improvetheold. = <
ese centres had already developed
new forms of packaging for some products,
improved formulas for hand lotions and
washing powders, some of which were at
the highestinternationsal standards. |
Bonpun said profit produced by the SA
operation were i line with those of the
up as a whole. Turnover in SA was about
mﬂw? just less than half of the group’s total

African turnover. African operations consti- |

tuted about 6% of total group turnover.
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