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get 35¢ offer

ANN CROTTY
DETAILS of the change of control
at Cashworth indicate that the mi-
nority shareholders will be of-
fered 35¢ a share against the cur-
rent share price of 38¢ The deal,
which values the company at al-
most R5 millton, involves selling
off some of Cashwurths assets
and getting an mjection of cash

Directors Norman Schutz and
Ell Gottschalk and their famly
trusts, who are the controlling
sharehnlders of the company,
have agreed to sell 8,5 million
shares (56,67 percent of the com-
pany) {o the MAP consortium

The 8,5 million shares are being
sold for R2,8 million which 1s
equivalent to an average of 33,12¢
a share but as some of the shares
were sold at 35¢, the munorities
have to be offered 35¢

The transaction 1s dependent on

| @ number of conditions including |

audits confirming the warranties
of Cashworths net asset value,
confirmation of the validity uf
certain material lease agree-
ments and, approval of the sale of
certain of Cashworth’s assets back
to Mr Gottschalk

As part of the restructuring the
new controllers have agreed to
sell Sassoon, a wholly owned sub-
sidiary of Cashworths, to Mr
Gottschalk for just over R2mul-
lion The Actromes division of the
Poste-Haste Mailing company 1s
also bemng sold to Mr Gottschalk
atl net asset value

For the six months to end-Octo-
ber Cashworths reported a loss of
3,9¢ a share and a net tangible
asset value of 48¢c a share If the
Sasson sale had been effective for
those six months, the loss would
have been reduced to 3¢ a share
and NTAV would have been 51c¢
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LONDON. — No stone will be left
anturned by the Monopolies and
Mergers Commission's (MMC)
deepening 1nquiry 1nto Minorco’s
£29bn bad for Consolidated Gold
Fields.

A four-page letter sent by the
MCC to both sides ahead of eriti-
eal hearings this week specifies
no less than 29 areas of 1inquiry

They include gold, platinum,
potential damage to the Amey
Roadstone (ARC) aggregates
group and claims that SA could
have undue influence 1if Minorco
succeeded

The MMC’s nitial reference
had only cited concern Over the
strategic metals zircon and
fitanium It was 0OIl that under-
stariding that Minorco CE Michael
Edwardes agreed to co-operate
with the 1nquiry following a
“monumental row” within the De-
partment of Trade & Industry

Both the extent of the new
inquiry agenda set out in the MMC
letter and the language used will
give little comfort to Minorcoe

The commission asks about

@ Whether Minorco can act 1n-
dependently of Anglo-American

€& The ‘‘previous limited suc-
cess of SA enterprises operating
abroad”

© The likelihood of cartelistic
practices being attempted.

& The political risk to ARC and

the competition implications of

widespread loss of contracts to a
major competitor (Tarmac)

- Additional possibilities of
manipulation 1n the gold market

® For a detailed investigtion of
Anglo’s control over the platinum

market

® And the possible extension of
collusive arrangements such as
the 1nternaiional diamond cartel
and those alleged to have been
operated between the major plati-
num producers since the 19705

Finally, the MJC 18 examining
whether 1t can veto on Minorco
preventing it from selling any of
ConsGold’s assets including hold-
ings in Gold fields of SA (GFSA)
and Newmont to Anglo or, Indeed,
to any SA compally.

Edwardes 1s reported to be 1n
SA It 1s understood the MMC
letter has been the subject of dis-
cussion at the highest level 1n Jo-
hannesburg of Anglo American
and De Beers, which own 60% of
Minorco

But 1n spite of the claims in the
Consgold camp that Anglo would
back away from a full-scale probe,
Minorco 1s determined to press
on

Minorco director Roger Philli-
more said on Sunday “From the
outset we have co-operated fully
with the MMC as we have full con-
viction 1n the merits of our case

“We have no doubt that we can
quickly and totally satisfy the
MMC on all points 1t puts to us ”

pMarinus Dahing has
been appotnted to the
board of Genbel lnvesi-
ments Ltd

UL L L, T

Darak Keys has heen a8D-

pointed to the board of

Genbel Investingnis
Ltd
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Dernck Ollewagen has

heen appoinied man-
agar of Nadbank Ltd's
Bellville branch
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?,rnerger between Mathieson & Ashley’s

+(M & A) office furmiture division and Af-

?cul’s Afman have been sent to

1 shareholders

; The effect on M & A at June 30 would
have been to increase net asset value from

' 817¢ to 623¢ and earnings would have in-

" ereased by 39% from 135¢ to 188¢

} The pro forma turnover figure would

. have been R73,9m (R3%m), operating 1n-
come B%.9m (R7,9m) and attributable in-
come R3,3m (R3,8m)

As payment for the sale of its office
furmture division to Kallenbach-Hendler
— the name of the merged company, which
has gross assets of about R36m — M & A
received R10m 1n cash and a R12,5m loan
account

The purchase price was broken down as
follows net tangible assets, R7,5m, {rade-
marks, R5m, and goodwill R10m

Kallenbach-Hendler also agreed to allot
M & A 15 000 fully paid A ordinary shares,
voting rights and some of Kallenbach-
Hendler’s enlarged 1ssued share capital
after the merger This allotment was set-
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RAY BGWE*RS* has been ap-
pointed LTA Bullding Pro-
jects executive chairman

and LTA Comist Homaes
chairman
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KERRY MURPHY has been
appointed Supertrans MD

LINDA ENSOR

tled out of the Ioan account

The A shares are entttled to a non-cumu-
lative preferential dividend equivalent to
13,4% of the pre-tax earmings of Kallen-
bach-Hendler to June 1991 After that they
will rank as ordinary shares

M & A ended the 1988 year with a sound
balance sheet

Gearing stood at 11% (49%) and the cur-
rent ratio at 2,5 times (2,1) The pre-tax
return on turnover shot up to 19.7%
(12,7%)

On prospects for the coming year, chair-
man Winky Ringo says “The group'’s sub-
sidiaries are well-placed for further
growth and the R10m cash on hand has not
been commutted to existing divisions byt
has been mvested 1n short-term monetary
imstruments

“These funds, along with the group’s
greatly enhanced ability to raise addition-
al capital, enable the group to seek and
enter into further significant business ven-
tures I look forward to further real in-
creases in earnings in the coming year
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WILLIE BRIGHT has beoen

appointed an executive

thractor of the Sentrachem
specialities division
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PETER WHITFIELD has been
appointed to the Karbochom
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GERRIT GROND has been

appointed Sentrachem spe-

cialities division financial
director
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CHRIS BALTSOUCOS has
bean appointed to the Lion
Match Company board
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HERC HEFER has bheen

elected to the Unitrans

board
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STEVE HOBBS has been ap-
pointed Corporate Data
Control financial director.

~ %im

?qi

.{‘1
i
2
A P
. o~
STEVE CONISBEE has been

appointed Corporate Data
Controi technical director
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‘Banking industry in a dilemma’

Regulation of

P 3)11E)

hquldlty needs
review: Hersov

BANK hqudity should not become
a pawn of monetary policy, First
National Bank chairman Basil
Hersov warns in the bank’s latest
annual review

Liqudity measurement and regula-

tion 1 SA are highly artificial, punttive-
ly costly and n need of review, says
Hersov

The logical corrective to costly credit
growth is to allow the price of credit, as
determined by the bank and prime rate
to rnise in Line with other money market
rates

“The authorities’ obvious mhibition in
this respect has, in our view, been eco-
nomically counter-productive and dam-
aging to the viability of the banking
system ”

Hersov says endeavours by the au-
thorities to curb the rapid consumer-led
growth of credit 1n the past year has put
the banking indusiry in a dilemma,
caught between the forces of free mar-
ket entrepreneunial competition and
public monetary policy

Prime rate rises have been artificial-
ly held back, squeezing bank lending
margins, “an mdiscrimmate technique™
which damages the margin on the ag-
gregaté lending books of the bank

Further, expectations of rising

el ——

(]

| KAY TURVEY I

interest rates have led to an unbalanced

rise in deposits Of the R25bn 1n deposit

., . and current accounts, R22bn matured
~within six months,

. This short-term nature of available
funding has led 1n turn to a mgh statu-
. tory liquid-asset requirement, and con-
,sequently to rapid growth i this low-
'yielding investment portfoho ‘

Hersov says although the bank cannot
object to monetary pohicy constraints
being imposed on private enterprise
banking, they are entitled to question
the instruments

The authonties’ use of moral svasion
on the banks and warnings of limted
and expensive “wimmdow” assistance
cannot turn off consumer demand or
shrink the sizeable pipeline of commut-
ted home loans in the course of registra-
tion

Neither can individual bankers feel
comfortable that an unquantified ex-
hortation wil be umiformly interpreted
to engender no competitive shift of ad-

v vantage, says Hersov He tentativel

recommends “quantified credit gruwt]‘;
ceihngs (themselves an admitted con-
tortion) would be more effective” to
control money supply.
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disinvestment.

" Economsts and nvestment manag-
, ers saw the dim conditions on the JSE,
lack of scrip and rising mnterest rates as
contributing to institutional cash-piing

Simpson McKie economist John
Banos said 1ncreases in investment-
related single premium business had

also boosted this rise in hiquidity

1989 as opposed to

4 v

>against Sﬁi‘} had not been entirely

dismissed '™

In the past 10 years discretionary -
stitutional cash flows had on average

" amounted to 90% of equity market turn-

!

B s————r——

.over This ratio was

currently about
100% Equty market turnover at
R1i,ibn last year equalled cash flow
from life assurers and private pension
‘funds, after their obligations to invest n
government stock had been met

Saniam senwor portiolio manager

' Prieyr du Plessis said such high nstitu-

tional hiqmdity would assist in the estab-
lishment of new markets for derivative
mstruments, which he foresaw as a
major Efnwth area 1n the next few years

Thetﬁi‘ew fyturgs market and the pro-

poset; ﬁvgjt:npment of an options market

MASSIVE mnstitutional cash flows — |
already an estimated R25,4bn — are
| expected to exceed R31bn in 1989 in
anticipation of privatisation and

However, In spite of a slowdown in
this business, Banos, writing in the
firm’s latest economic report, forecast
cash flows growing by 23% to R31bn 1n
13% growth 1n 1988
| Ranos estimated about R5,6bn of this
R31bn could be available for investment
wn the JSE and potential cash flow 1nto
| equities would exceed the demand for
. capital from rights 1ssues and new list-
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issues in Fugit

Group companies {R290m)

equities

offshore buying outsirip
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would have a beneficial spinoff into the
spot market and mopping-up Liguidity
He said hopefully the uncertainty re-
garding prescribed assets — the requiret
ment of life assurers and pension fungs
to invest 1n government stock — wotuld
be resolved 1n the new year »
Banos said government’s privatisa-
tion programme would have a better
chance of succeeding 1if 1t were accolrl-
panied by the abohition, or at least I:EQLHX-
ation, of these requirements sl
Old Mutual assistant GM (inyest-
ments) Rob Lee said privatisation and
disinvestment were often underestimat-
od and could take a sizeable chunk of

1

funds available L

ing by about R2,6bn 1n the year ahead

Institutional cash flow nto new cap- |
1tal at about R2,5bn outstripped sup
1n 1988, not withstanding the large n
(R480m), Northam |
(R274m), Federale (R160m) and PS

Banos said the excess supply of insti-
tutional cash flow had, 1n the past, been
alleviated by net foreign sales of JSE

However, after three years of nei
foreign selling of local shares amounting
to R1,2bn 1n 1986 and R1,6bn 1 1987,
petl sales by
R2m in the nine months to Oetober 1938

It was uncertain whether this trend
would continue as the US Dellums Bill,
advocating comprehensive sanctions
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SAPPI'S acquisition of conird of the
Usutu Pulp Company 11 Swaziland has
not yet been finalised, and there s stll
much work to be done before it can
start planling 1n southern Mozambique

The Usutu Pulp deal, part of a
R1.05bn . agreement with UK-based
Courtaulds for control of Usutu Pulp
and Saiccor, is subject to the approval
of the Swazi government

But Sapp1 MD Eugene vail As says the
Swazl government 15 now 1n recess

Although no answer 15 expected be-
fore the end of February, Van As ex-
pects the deal to go through

Yan As says there1s still lots of work
to be done in establishing extensive
eucalyptus hardwood plantantions in
southern Mozambigue

A pre-feasibilty study has been done
Sappl 1S nOwW working on an overall
feasihilty study with the Mozambique
government

Aerial surveying work, which has
been delayed by weather conditions,
might only be completed in May

But Van As says “We hope to start
planting towards the rmddle of this
year ”

Sappt anticipates 1t will plant be-
tween 30 000ha and 50 000ha 1n southern
Mozambique

This 1s an excellent tree-growing
area and revenue 1S expected in about
seven 1o eight years, says Van As
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which will provide Eureka, which }
has a 50% holdyig 1n C-Matic, with 8
cash of R2,0m o reduce 1is interest- §
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.down the line

UNLISTED Momentum Life, which
18 10 acquire the entire issued share
capital of beleaguered Lifegro,
promises to cap-
ture a s1zeable slice

of the assurance
market a few years

Max Pollak &
Freemantie analyst
David Southey says although the ration-
alisation will be a long-term process,
the true benefits are likely to emerge
only after June 1990, .

However, he recommends accumu-
lating the Lifegro share at around the
160¢ to 175¢ level The shares closed
yesterday at 180c

Writing 1n the firm’s latest financial
report, Southey forecasts investors will
benefit handsomely mn two or three
years time from sohd capital and divi-
dend growth in line with the rest of the
assurance mdustry — a sector noted for
its recession-proof nature

The backing of some of SA’s largest
financial institutions, including the vast
Rembrandt, Volkskas, Unmited Group
stable, also bode well for the new group
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At Z10c, Southey says Momentum
shares are particularly conservatively
valued, as the group’s reserves contamn
substantial surpiuses that will accrue to
policyholders and shareholders

This surplus will also contribute to-
wards the enlarged group’s capital re-
quirements, although a capital injection
by way of a rights issue is planned for
early 1991 1n order to fund new business
growth

The ratiopalisation will rectify the
acknowledged capital shortage in Life-
gro, where shareholders’ funds to total
assets amounted to only 1,5% 1n 1987 —
the lowest ratio in the industry

Southey says 1t 1s hikely that the new
Momentum Group will be aiming for a
ratio somewhere between Fedsure's
3,2% and Southern Life's 54%

Lifegro’s shares, valued at 200c 1n
terms of the deal, give Lifegro share-
holders’ funds amouniing to some
Ri104m A further R60m will acrue from
Momentum’s accumulated reserves and
since the combined assets of the two
compames will be 1n excess of R4bn, a

ey
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capital ratio of about 4% wi1ll have been
achieved

Further, 1n the course of the year
Lifegro will move the bulk of 1ts head
office in Sandton to the new Momentum
Life offices in Verwoerdburg The Sand-
ton building will be sold or sub-let and
plans are underway to trim back Life-
gro's 530-strong agent force Combined
savings from these developments are
estimated at around R35m to R40m a
year

Southey points out that while ration-
alisation 1s underway profits will be
investment driven as the existing pol-
cyholder base 15 consolidated

Mometum's expense ratio at 11,8%
for 1988 1s the lowest 1n the indusiry as
as the group has a sigmiicantly larger
proportion of recurring premiums
which provide a significanily belier
Erﬂflf, margin than i sinple premium

uswness, on which lLafegio has concen-

trated ]

Southey suggests the new group's
marketing efforts may be hampered %y
the negative publicity surrounding Life- |
gro over the past few years, hut adds /

this 15 why the Lifegro name 1s being
abandon and 1t 15 bewng put i the
smaller more successful Momentum
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The company has not
performed wejj over the
Past year, but Valargd MD
is quoted ag saying it wil]

Soon be turp

ed aroungd
Under jts
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Valard buys™~
A crane firm

{
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VALARD, which manufactures and
sells industrial products, has continued

E
... for R2
o

on the acqusition trail with the an- .

nouncement today that it has bought
Tighman and Lasch from _
Landlock i a deal worth
R2m

Lasch, the dommnant
player in the SA crane
industry about 10 years
ago, ran mto difficulties )
In 1983 and many of is operations were
closed The company has not performed
well over the past two years, but Valard
MD Stephen Connelly believes Lasch
will soon be turned around under its

new stewardship - ?
0

Lasch should fit more easily int
Valard, which has smaller business in-
volved in mimng and heavy industries,
while Landlock has larger businesses in
the automotive field ;

“We see the acquisition of Lasch as an

opportunity and feel we can guickly get .

the company back into profitability

“Taking an 18-month view, Lasch
should be earning a 25% return on total
assets, which 13 1n hne with the rest of
our group,” Connelly said

The Lasch acquisition will have no
effect on Valard’'s earnings for the
financial year to March 1989

But, Connelly said, Valard was well
on target to achieving 1ts forecast of
earnings of 1lc a share for the year

The forecast was made 1n November
last year when Delta Electrical Indus-
tries acquired a 20% stake in Valard

This was 1n exchange for the 50%
Interest mn Ernest Lowe Hydrotube
(ELH), as well as Delta’s loan account in
ELH, worth R6,97m based on Valard's
then prevailing share price of 65¢

The deal made ELH a wholly owned

. subsidiary of Valard

Valard shares closed unchanged yes-

i” tgrrday at 75¢

1

¥

]

P . TR T LT T T

[p—— —_— = ————— —



PEi_X)gﬂﬁs% | airlines
i iore. etficieng

BRUCE ANDERSON

g P
1 ciently and pruhtably than
tion, said 2 research report on

cently published 10 SA.

The report,
Privatisation,
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By BRUCE WILLAN

THE newly established
unit trust arm of South-
ern Life, Sutco, has at-
tracted R22m 1n 1nvest-
ments, more than double
than was anticipated
when the two funds were
launched three months
ago.

In the three months
since the launch of the
two funds in October last
year, the equity fund has
attracted R15,8m and the
mining fund R6,4m from
more than 4500 unit-
holders.

. Aggressive share pur-
*“ehasing and a relatively
slow level of liquidity
' imarked the debut of the
;tl:?q funds

Both portifolios have
been selected to offer

good growth 1n the
future and a steady flow
of increasing income
sald Sutco chief, Carel
de Ridder.

“At the time of the
launch we beheved the
strength of the market
would continue We have
been aggressive 1n our
purchases, maintaining
a fairly low ligquidity
level throughout the
quarter”

The portfolio of shares
held by the funds 1s 1m-
pressive with the major
holdings performing
well

Anglovaal 1ncreased
by 33%, JCI by 21% and

Stannic 20% While Li-
banon, Elands, Genbel,
Rusplat, Samancor, PP
Cement and Altech also
did very well

Accounting for all ac-
quisition costs, Sutco
shares during the quar-
ter stand at almost 8%
higher than cost

Largest holdings in the
equity fund are JCI, PP
Cement, Rusplats, Ri-
chemont, Genbel, East
DPagga, Anamint, Anglos,
De Beers and Gencor
while Anglovaal loan
stock, JCI, Rusplat, East
Dagga, Genbel, Palamin,
GFSA, Gencor, Anamint
and Minorco, make up
the 10 largest shares by
market value in the min-
1ng fund.
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MERVYN HARRIS
TROUBLED mining and supplies

ings and

blity.

ations, retrenchm

on

R34m on consolidation.
Payment for the dis
December |1, 1988, will be in

March and R1,75m 11 Se tember.
The deal is subject to

{ repurchase Global bf' Februa
If it does, Danglo will n
Norton US will

as Hudaco.

value a share would have mereased
from 28,3c¢ to 36,8¢ had the disposal been
effective at September 30, 1938,

The fmancial effects on parent Dicor
if the disposal had been effective from
end-September would have been to de-
crease losses from R18,8m to R15,4m
and increase net asset value from 19,1c

Aili}}g Dangio
dumps Global
1n new bid for

3 ou

1 | Danglo has sold Global Abrasives %;nl -
its subsidiaries to Hudaco In-
dustries for R15,75m cash to improve its
overall liquidity and return to profita-

Danglo incurred 3 R31,95m extraordi-
nary loss in the year to September 1988
due to the write-off of goodwll, unprofit.
able acquisitions, discontinyed oper-
ent and other costs,
The sale will have a significant effect

Danglo’s balance sheet as Global
Abrasives has R185m of debt in its own
balance sheet. Coupled with the R15,75m
purchase price, the sale will therefore
reduce Danglo’s balance sheet debt by

Is, effective

three
instalments — R9m this month, R5m in

orton US not
- exercising its pre-emptive right to
21, 1989,
ot be affected ag
repurchase Global
“Ji{} shares on the same terms and conditions

Ailing Danglo sells_Global

Danglo’s losses would’ have decreésedQ d
from R38,1m to R32,6m and net asset “~{

'''''''''''

brasives :
BYoen ¢ 1}8‘1 ;
to 25,6¢c |

@ From Page 1

The purchase of Global is in hne witl
Hudaco’s objective of making a major...
strategic acquisition . -

Hudaco says 1n a statement that Glo--
bal was profitable i each of the five
years to September 1987, but mcurred a
loss of R6ém last year .
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Wide brief

Minorco has quickly put paid to any notions
that the breadth of the Monopolies and
Mergers Commission (MMC) mqu ~ nto its
bid for Consolidated Gold Fields (CGF) might
force 1t to retire from the battlefield Ahead
of this week’s hearings of evidence by the
commission 1n London, the Brish financial
press published leaks of a letter to both
Minorco and CGF outlining 29 points which
the MMC was looking at

This went far beyond the original general
remit by Trade and Industry Secretary Lord
Young, which had specified only the possibil-
ity of a monopoly situation arising 1n the rare
earths, zircon and titamum The suggestion
in the London papers was that the MMC
letter amounted to a sudden shifting of the
goalposts aimed at finally deterring Minorco
from going ahead

Interestingly the leak came after a mas-
sive advertising campaign by CGF, extolling
the virtues of its operations and its future
promise, which suggested that chairman Ru-
dolph Agnew was taking nothing for granted
while waiting for the MMC’s report later
this month

The scope of the “letter” was formidable
the hoary notion that somehow a merged
Minorco-CGF  would enable Anglo/De
Beers to exercise power over the world gold
markets, the diamond cartel, the degree of
Minorco’s independence from 44 Main
Street now and after the takeover, even the
question of “the previous limited success of
SA enterprises abroad ”’

And 1n a purely political context 1t raised
the 1ssues of what might happen to CGF
mterests 1n the US, UK and Austraha if
Minorco’s SA connections made them the
target of intensive anti-apartheid campaigns
Would 1t, for example, reduce the business of
ARC {Amey Roadstone), the crushed stone
and aggregates operation, to the extent that
its rival in the UK, Tarmac, would wally-mily
be put m a domnant market position’

Given that the Reserve Bank sells all SA
gold, 1t might have been appropriate to whis-

|

tle up Governor Gerhard de Kock as a wit- |

ness or perhaps members of the London and
7urich bulhion market to explain the facts of
Life to the MMC But Minorco 1s not bemg
put off It 1s fully sympathetic to the reahty
that given the politically-charged nature of
the inquiry the MMC had no alternative but
to cover every angle

In any case, 1t seems, Minorco was not
caught off guard by the widening of the
MMC’s deliberations The “letter” was
fact a formal agenda sent to all parties con-
cerned several weeks ago Minorco went 1into
this week’s hearings well prepared As direc-
tor Roger Phillimore said, the questions did
not imply a judgment And though CGF’s
share price dipped 37p to £12,52, on the
press-fed speculation 1t was comfortably
within reach of the value of Minorco’s equi-
ty-cash package worth £12,63 — 1n spite of

a tacklustre gold price and generally weaker |

equlty market John Cavdl
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‘Rand Air consohd%tes 1ts ’

SA’S largest compressor hire company,
Rand Air, has consolidated 1ts presence
in the eastern Transvaal with the acqui-
sition of the compressor division of Nel-
spruit Air

The buyout comes in the wake of an
agreement combming the management

BRENT MELVILLE

expertise of the national Rand Air with
the smaller company’s knowledge of
local operating conditions

Rand Air Brian Shekleton said
the buyout was intended to alleviate

ef'xsbgrn Transvaal

problems with customer access, adding
that the distance from depots to cus-
tomers remained the single biggest ob-
stacle to short-term hire. . '«
“The eastern Transvaal has much po-
tential growth and several areas have

been earmarked for construction,”"
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OLD MUTUAL Minming Fund has de-
clared an interim distribution of 7c¢
for the six months ended December
30, 1988, a 34,6% 1ncrease on the distri-
bution of 5,2¢ declared six months
earlier

The purchase price of both 0Old
Mutual funds strengthened consider-
ably over the last quarter, rising by

7,8% 1n the Mining Fund and 8,4% in
the Investors’ Fund

Old Mutual unit trusts took advan-
tage of a number of value situations 1n
the quarter with the result that both
funds were net buyers, with liquidity
decreasing by more than two percent-
age points 1n both funds

The Investors’ Fund substantially

increased its holdings 1n Safren and
Nedbank acquired more