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Allow us to compete o _pen_l_v for capital in international markets

SA needs |
not charity g

SOUTH AFRICA does not
need - or seek - charitable
handouts from the interna-

tional community, according
to a leading = local

businessman.

Speaking yesterday at the
World Economic and Agro Forum
in Davos, Switzerland, Mr
Raymond Ackerman, chairman of
Pick 'n Pay Stores Lid said: *‘I
' must stress that I’'m not here with
a begging bowl.

““The South African economy
is eminently capable of develop-
ing 1ts own potential if permitted
to do so. We simpiy ask that we
be ailowed to compete openly for
investiment capital, trade and de-
velopment loans in the world’s
financial raarkets.

Leaders

He was speaking (o an
audience including an array of
world political and business lead-
ers, like Wilfred Maartens, the
Belgian Prime Minister; Hans.
Dietrich Genscher, the German
Foreign Minister; Jan Vlielski, the
Polish Prime Minister; the
Deputy Trade Minister of Japan;
Sir James Goldsmith, the Intemna-
tional financier, and some 700
senior delegates from the IMF,
' GATT, the World Bank, and
| major international corporations.

d

RAY ACKERMAN

Should punitive economic
measures by Europe and America
persist, a new black govemment
in Pretoria may inherit an econo-
my Dot even able to satisfy the
demands and expectations of its
own population, let alone be able
o stimulate economic activity
elsewhere in Africa, he warned.

That could have dire con-
sequences for the country, he said.
“*Economic decay will almost
certainly make it impossible for an
already-fragile democracy to sur-
vive in a new South Africa, an un-
able to prevent the new multi-
party democracies elsewhere in
Africa from sliding back into

cke
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authoritianism. L}i’ssue. There can be no doubt

*‘South Africa’s future, there-
fore, is integrally linked with that

of Africa as a whole. Given inter-.

national, economic and political
trends, 1t is realistic to suggest that
South Africa must become the
economic engine room of a con-
tinent which has steadily dropped
on the priority agenda of the de-
vefoped world.

“Your governments and com-
panies are in a position to help ail
in Africa achieve the ‘‘de facto”
economic independence it so
desperately needs to legitimise its
‘‘de jure’’ political sovereignty'”,
he said.

Investment

South Africa would un-
doubtedly attract investment capi-
tal for it is seen by the internation-
al business community as being
both reliable and able to guarantee
a decent rate of returm.

Already, in fact, a number of
leading world companies n the
food industry alone have ex-
pressed direct interest in investing
in South Africa.

On the subject of sanctions, Mr
Ackerman said in the light of
President de Klerk’s announce-
ments at the opening of pariiament
last week, these were no longer an

stments
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South Africa was speedily and ir-
reversibly on course to a new and
equitable political dispensation.

“Unfurtunately. these bold
political steps come at a time
when the world economy is pre-
occupied with decreasing growth
ratea and the problema of '
reconstruction in eastern Europe.
Moreover, funds available for Af-
rica are not what they were, and
European trade and investment in
Africa i§on a downward slide.

“*We in South Africa are ideal-
ly positioned to spearhead an eco-
nomic recovery on our continent.
We are better placed than most to
export skills, experience and tech-
nology into Africa: in spite of
sanctions (so vigorously applied
by northern nat:uns) Olr.economic
infrastructure is still the most
sophisticated on the continent.
The need for a strong, vibrant
economy in South Africa, there-
fore, has continental, and even in-
ternatsonal implications.

“South Africa aln:ady trades
with almost every country in Afri-
Ca - exporting products worth
some R35,6 billion last year - and
despite sanctions, trade with Afri-
can countries increased by more
than 45 percent during the last 24
months.**
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CAPE TOWN — Old Mutual is
launch a Channel Islands-based in-
vestment trust concenirating on SA
equities — the first of its kind to be
listed on the international stock
exchange in London.

The listing of the fund, developed in a
swift response to the changed international
-political climate after the easing of sanc-
tions, is expected to take place soon.

Institutional response in the UK to the
project has been encouraging and it is
possible that the listing will generate an
income of more than $30m.

The amounts raised will be invested
through the financial rand in SA equities
during the course of this year.

Sponsoring brokers and underwriters of
the fund, to be called the Old Mutual South
Africa Fund, are Smith New Court Securi-
ties.

This is an associate of N M Rothschild &
Sons of London, who are the leading mar-
ket makers in SA equities in London and
New York.

Disclosing details of the new US dollar
denominated, closed-end trust, Old Mutual
chief operating officer Gerhard van Nie-
kerk said yesterday it was intended to
offer international institutional investors a
shop window for SA equities. :

“T'he step augurs well for the SA equities
market as there will be more buying of
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shares and it couid be a forerunner of
direct foreign investment in the country,”
Van Niekerk said.

He added that SA shares would become |

better known to international invesiors.

“Currently, apart from De Beers and our
leading gold and mining financial
heavyweights, few SA shares have re-
ceived much attention in the US or
Europe.” he said.

“There is little doubt that the trust will
mark the start of a new chapter in terms of
SA's appeal to foreign investors and our
return to the international financial arena.

Unrepresented

“The JSE is one of the 10 largest stock
exchanges in the world in terms of market
capitalisation and will come into its own as
investment restrictions internally and ex-
ternally are removed.”

Van Niekerk did not think abolition of
the financial rand would undermine the
viability of the trust.

He said SA was unrepresented in institu-
tional portfolios overseas which normaily
represented most countries in the world,
and with a rerating SA shares could offer
high returns.

Old Mutual will manage the portfolio
from SA, offering its expertise and know-
ledge of the SA market to foreign buyers.

l
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JOHANNES VAN DER HORST

FACE TO FACE

NOT PRICEY BY WORLD STANDARDS =~

Johannes van der
Horst is GM Invest-
ments at 0id Mutual

FM: To what extent hos foreign buying
helped to push up prices on the JSE?

Van der Horst: The interest being dis-
played in SA by foreign investors is surpris-
ingly large — something that was unthink-
able a year ago. We are being visited by
numerous foreigners, including some Japan-
es¢, all of whom are seeking information
about SA conditions.

There has been some concentrated buying
In certain shares which, it seems, are being
marked up almost indiscriminately for no
apparent reason. These are the blue chips
which are now on relatively high multiples
and are appearing over-bought. But buying
has not been broad. The rise in prices smacks
of overseas buying which is insensitive to
price and which is directed at about half a
dozen *‘blue chips”. It only needs one or two
buyers determined to invest R20m into the
market today to influence prices of even our
most marketable securities,

At what point will prices represent poor value
for oversens and local investors?

A snapshot of the industrial market shows
average earnings multiples of more than 12
and a dividend yield of less than 3%. Taking
averages over the past 10 years, including
the bombed out markets of 1982 and 1987,
the market 1s certainly looking pricey in
terms of its own history.

But the index is composed of stocks
weighted by market capitalisation and con-
sists of a few big stocks in each category. In
saying that the market looks pricey is a
reflection of these big-cap stocks — the ones
that have been chased. Dozens of second-tier
stocks have not really moved and, at current
prices, are not expensive.

How does our market Jook relative to the
international markets?

It 1s relatively expensive compared to the

UK, which 1s reflecting the nasty recession
there. But by world standards we are about
average and not expensive. Many other mar-
kets — Germany, Switzerland and some of
the recovering countries in the world — are
on lower yields than ours.
Why should foreigners invest in SA shares, in
a potentinlly voluatile market with a high risk
profile? There are far safer havens offering
better volue.

Many international investors are playing
in markets like Mexico, Chile, Thailand and
India. They are prepared to back invest-
ments in these places, even in Australia

L

which has got itself into a lot of debt trouble,
because on a relative value basis, the risks

don’t seem so bad.

Most of these investors have, say, 90% of
their assets in secure situations. They are
prepared to play with the other 10% in high-
er risk areas to maximise returns on that
10%. SA has cleaned up its balance sheet by
eliminating a lot of debt and we have been
growing at the same time. If you compare us
with other Third-World countries — some of
which have stock markets — and you relate
the size of our debt burden to GNP com-
pared with theirs, then on that analysis we
are beginning to look very good.

How important is the marketability of o
share to a big institution?

Many of these second-tier stocks are not
readily marketable in bigger lines. But [
don’t mind owning an illiquid stock, provided
I have confidence that profitability will hoid
up and that it represented good value when it
was bought. By implication, these stocks
have more generous yields and lower multi-
ples that indicate bigger downside risk. Ad-
mittedly, if profits decline, then you are
vulnerable because if you move the stock out
the price could adjust in a free fall.

This emphasises the basic point that you
need to do a jot of homework before buying a
share. If you have large holdings of shares,
you cannot readily change your position,
even 1n the blue chips, without influencing
the price.

In these circumstances, how do you inves?
your large doily cash inflows?

Investing 1s a game that deals with rela-
tives. We are always driven by the need to
tnvest; it then becomes a guestion of prefer-
ence. Would the people I represent be better
served by holding cash, or by putting it into

MARKET RATINGS
Dividend yields (%)*
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* At July 2, Source: Old Mutual
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something else? Do you stay in the market,
or out of the market? A few years ago, value
in the market was easy to find. Now you have
to work hard to find it.

How do you view the fundaemental SA eco-
nomi¢ situntion from the aspect of equity
investment?

In the Eighties we suffered two very pain-
ful V-shaped recessions, in which private
consumption expenditure just coilapsed. We
have now had a prolonged recession for the
better part of two years, but it has been
saucer shaped. Company results on the mins
mmg and the manufacturing side have been
poor. But the consumer side, involving dur-
ables, semi-durables and food has, on the
whole, held up well. So it has been a very
different recession. Perhaps now the coni
sumer 1s pulling in his belt, but it is almost a
tail-end thing.

This has been an inventory recession. Re-
tailers have run down stocks even while sales
at the tills maintained momentum, hence the
good results from some major retailers. In-
ventories are low, so it should be expected the
manufacturing sector wiil shortly start to
pick up again, to bolster these. |

We reckon interest rates are in the down
phase of the cycle, and are not nearly as
pessimistic as the consensus view. Exports
should fare well. Japan and Germany are
puiling back, but off a very high rate of
growth. So there is still respectable growth
occurring in the major economies. It is not
unrealistic for SA to resume real growth of
2,5%-3% and to sustain it for a few vears.

Qur ability to finance this is good and will
improve if we can again draw from the IMF.
Company balance sheets are more sound
than in 1985/1986. We are in a bottoming
period and will see an improvement in earn-
ings growth. The stock market is telling me
that scarcity of scrip is forcing investors to
look further ahead than six to nine months. It
i1s just discounting this growth further ahead.
If it comes through, then those companies
that look so expensive today will look consid-
erably better value.

Say, I want to be an owner of these shares
three years out. If I want to buy them a year
from now, they could be even more expen-
sive. This comes back to the point of relative
value. It is elementary in principle. but very
difficult to put into practice.

Stote pension funds are soon to invest in
equities for the first time, How will this affect
the market?

These pension funds are very large play-
ers. They are measured in tens of billions of
rands. They are not likely to try to channel
all their available funds and their very large
cash flows into the market at once. It’s prob-
able there will be a phasing in period of 10 to
15 years. But their entrance will certainly
add to the scarcity value of acceptable real
estate and equities. Gerald Hirshon

.
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Foreigners 'wi@
push open<

DR
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THE likelihood of foreign participa-
tion in local financial markets by US,
UK and Japanese securities firms
would increase pressure on the JSE
to open itself to outside shareholders,
market sources said yesterday.

They were reacting to news that
Japanese securities house Yamaichi
would soon be visiting SA and that
two US securities firms had ex-
pressed an interest in building a stake
in a local futures broker.

The rationale for their view was
that while foreign securities firms
could establish a trading presence
via shareholdings in local futures and
bond broking firms, they were not
allowed to do so with JSE brokers.

*

First Financial Futures MD Derek
Kreunen said foreign participation
would increase pressure on the JSE
for change and would highlight even
more the structural anomalies of the
gA financial markets.

Foreign participation would make
local markets more liquid and robust,
and this might make authorities less
likely to resist calls for change.

Finansbank deputy GM Luigi -Co-
lantoni said foreign gecurities firms
might decide to gain exposure to the
equity market by bypassing the JSE

| and acting as scree ‘based market-
makers in key StOCKS.

Local dealers said foreign‘partici-
. pants would not necessarily have an
easy ride in SA markets' — at least’
not initially. This was becauseiofits ..
peculiar .quirks like low liquidity,”
high trading costs and a lack of diver-
| gent market views.




 Bank on turmoil

COMPANY which specialises

in forecasting risks for
American businesses around the
world, and which is widely con-
sulted by banks and multinational
corporations, has given South
Africa a poor risk rating for the
next five years.

Political Risk Services saysin a
report from Washington that the
chances of turmoil in the country
between now and mid-1996 are
“very high” and forecasts moun-
ting troubles for President de
Klerk in trying to reconcile the
differences between competing
black groups.

In their latest survey the com-
pany also forecasts a “moderate”
degree of turmoi! in Zimbabwe in
the next five years, with inflation
there soaring to 25 percent, and it
predicts that President Kenneth
Kaunda of Zambia will be ousted
in open elections later this year
and will be replaced by a prag-
matic civilian government under
the leadership of Frederick Chilu-
ba, a trade unionist.

Political Risk Services, which
sells a 50-page report on South
Africa for $295 (about R840), says
President de Klerk’'s inability to

M a1y

stop fighting between the African
National Congress and Inkatha,
and the growing restiveness of
whites, will challenge his efforts
to forge a peaceful transition to
multiracial government.

While the South African Gov-
ernment continued to propose and
implement major reforms, “the
possibility of a stalemate over the
terms of the transition and grow-
ing organised opposition among
whites threaten a peaceful evolu-
tion”, the report says.

It adds that “increasingly mili-
tant statements by ANC officials
over continued violence and the
Government’s role in it indicate
the unlikelihood of getting a con-
sensus among black groups”.

The report says there is only a
40 percent possibility of a “refor-
mist National Party” being the
government in 18 months’ time,
and only a 40 percent chance of a
“pragmatic ANC” coming tof
power in the next five years, al-
though it does forecast a new gov-
ernment within the next five
years.

Inflation will grow to 18 percent
between 1992 and 1996, while the
growth in the real gross domestic
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Kenneth Kaunda . . . rule ending?

preduct will be only 1,8 percent in
the same period.

Zimbabwe, by contrast, will
have an inflation rate of 25 per-
cent between 1992 and 1996, with a
four percent growth in its real
gross domestic product, and there
is a “moderate” chance of turmoil
in the long term.
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Commenting on President Ro-
bert Mugabe’s plans for buying
white-owned land for redistribu-
tion to blacks, the report says:
“With the economy continuing to
weaken and the youthfuli and
urban population growing, the loss
of foreign investment and white
agricultural managers could has-
ten economic deterioration and
undermine a stable and pragmatic
government.”

In Zambia, continuing economic
decline coupled with pressure for
democratic elections had forced
President Kaunda to schedule
elections for October.

“He may postpone the elections
or use repressive techniques to en-
sure his victory, but the possibility
of widespread violence makes
such actions unlikely. Open elec-
tions will most likely produce a
victory for the opposition Move-
ment for Multiparty Democracy
and lead {0 a pragmatic civilian
government under the leadership
of a popular labour leader, Fre-
derick Chiluba,” the report says.

Political Risk Services do not
forecast events in Mozambique,
Angola or Namibia at this stage.
— Star Bureau. O




Violence s
Investors

Foreign investors were not
putting money into South
Africa because of .the vio-
lence and uncertainties of
future economic policy,
Urban Foundation c¢hief ex-
ecutive officer Sam van
Coller said yesterdaylf.

Speaking at the opening of
the Black Distributors Associa
tion in Johannesburg,' Mr van
Coller said South Africa’s lack
of access to foreign capital had
also stifled the economy.

“While political comstraints

are now fast disappearipg, eco-

nomic constraints are not.”

The longer the econorny was
hampered by the unwillingness
to invest, the greater the
chances were that violence
would increase.

South Africa had become a
society without the essi:ntial
values necessary to hold it to-
gether in a pattern of stability.

Mr van Coller cited the in-

scaring off
V%% Colle

Clav 2479}

4

creases in crime, conflicts
among interest groups, in-
creases in teenage pregnancies,
alcoholism, suicide and divorce.

“Apartheid did everything
possible to stifle economic
growth in South Africa.

Conflicts

“It prevented market forces
from operating, it shut out op-
portunities and thus removed
any incentive for people to im-
prove their own circumstances.

“It wasted resources not only
in duplicate bureaucracies but
also in duplicate facilities, it se-
parated the capacity of the de-
veloped world from the needs of
the to-be-developed world.

“Jt generated intense con-
flicts that stood in the way of
levels of co-operation that are
necessary to move forward. It
excluded South Africa from the
wider — and for others, much
more open — world, thus re-

stricting access to technology
and trading opportunities.

“It drove away a substantial
number of skilled South Afri-
cans when our pool of skills was
not enough to meet the coun-
try’s development needs.” :

If by the time a new constitu-
tion came into being, conflict-

- jng interest groups had learnt

that through constructive nego-
tiation, and not power-seeking,
they could benefit their particu-
lar interest group, SA would
“have some glue to hold it to-
gether”, Mr van Coller said.

“Most leaders accept the

need for effective markets |

aided by both public and pri-
vate-gsector interventions.
“They agree there will have

to be dual economic strategies
both to stimulate the formal

..economy and to bring the poor

into the wealth-creation arena
rather than leaving them on the
outside.” — Sapa. '
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THE news that government had secretly
funded Inkatha would set back — if not
reverse — prospects of international in-
vestment in SA, American Chamber of
Commerce (Amcham) executive director
Wayne Mitchell said yesterday.

US investors would “sit tight”, he said.

Despondency had replaced the euphoria
which followed termination of the Compre-
hensive Anti-Apartheid Act 10 days ago.

Mitchell said SA’s government was cred-
ited with scrapping apartheid, but the links
between the Law and Order Ministry and
Inkatha showed there were still “hidden
agendas” at work. This would fuel the US
pro-sanctions lobby’s sentiment that sanc-
tions had been lifted too soon,

Mitchell said Amcham had hoped to see
US companies “engaging with SA business
organisations within the year”, Although
that was still possible, the climate had
changed dramatically. -

Afrjkaanse Handelsinstituut executive
director-Joe Poolman said yesterday that
while hé was surprised and disappointed
by the revelations, their effect would be
felt more keenly inside SA than out.

The action government had taken to dis-
mantle apartheid outweighed any damage
caused by evidence of police financing o
Inkatha. Sanctions had been lifted becaus
government had met specific conditions.

However, Poolman warned that foreig
governments might be more wary of lif
ing sanctions denying SA access to internd-
tional finance.




Forelgners
have growt
role to play;

says Stals
By Sven Lunsche ‘r\\ruc“

Economic growth should pref-
erably be triggered by the
greater participation of foreign
investors, Reserve Bank Gover-
nor Dr Chris Stals said yester-
day.

“This is the real message of
the lifting of sanctions,” he told
the annual congress of the
Western Cape Agricultural
Union in Cape Town.

“Foreign participation will
bring with it not only the im-
pulses required for a new ex-
pansionary phase, but the for-
eign exchange we need to sup-
port the balance of payments.

“It makes it possible for
South Africa, with sound finan-
cial and economic manage-
ment, 10 experience economic
growth with financial stability.”

Dr Stals said the slow col-
lapse of international sanctions
had raised the question whether
the economy was ready for the
challenges now being offered.

“We have been hiding behind
the sanctions excuse for the
past few years and it was easy
to blame our economic woes on
the policies of other countries,”
he said.

*The ball Is now in our court
and we must create an econom-
ic system that provides maxi-
mum benefits for all.”

Dr Stals said the end to sanc-
tions enabled foreign businesses
to make their decisions freely
on whether to invest in South
Africa or in other areas.

There was increasing evi-
dence that investors were mak-
ing use of that opportunity.

“More. and more foreigners
seem witling to overlook the po-
litical volatility and are asking |
about the possibilites for eco-
nomic and financial invest-
: ments.y :

“But we must ensure that our
trade partners and potential in-
vestors are offered an attrac-
~ tive economic environment to
make this happen,” Dr Stals
said. -

He .admitted that recent po-
litical reforms had played a
major. part in the recent im-
provement in the balance of

payments.
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By CURT VON KEYSERLINGK

FOREIGNERS continued
to offload shares on the
JSE this week in spite of
crumbling sanctions.

From Monday to Thursday
they were net sellers of
shares worth R156,2-million.
Indications are that the trend
continued on Friday.

The figure is greater than
net foreign sales of R929-
million in the previous week.

For the year to July 11 for-
eigners sold a net R2119-
million of shares.

If gilt purchases are set off
against their share sales, total
disinvestment amounts to
R21,9-million for the first four
days of this week and R97D-
million for so far this year.
This compares with a net sale
of shares and gilts of R3 031-
million last year.

The news that foreigners
are still selling surprised
those who thought that the
shrinking gap between the
the financial and commercial
rands was a sign of renewed
interest from abroad in the
JSE.

But currency dealers say
that volumes of finrands
traded in the past week or so
have been relatively low. The
Finrand has sfrengthened
largely because there are
few sellers.

The commercial rand has
weakened against the dollar.
By Friday the discount had
fallen to 6%.
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“Many who bought fin-
rands are not buying equities
or gilis but putting the money
on deposit,” says one dealer. )
“Some are doing this because
they are encouraged to put
money into SA, but have not
yet decided where. Others
are speculating.”

In spite of its narrowing
discount, the finrand is un-
likely to be abolished until SA
once more has access to the
International Monetary Fund
(IMF), says United Bank
chief economist Hans
Falkena.

Threat

The move to a single cur-
rency could expose the
foreign-currency reserves 1o
a threat that could not be
countered without IMF sup-

port.

If the finrand goes there is
the risk that $6,6-billion of
foreign debt held by the Pub-
lic Investment Corporation
(PIC) would flow out through
the commercial rand, That
would cause a corresponding
drop in the reserves with di-
sastrous effects for the ex-
change rate and inflation.

Foreign creditors are free
to take out their money held
by the PIC through the fin-
rand. This poses no threat to
the country’s reserves be-
cause finrand transactions

1 To Page 3

| From Page 1

- are between non-resident
holders of assets in SA that do
not constitute part of the re-
EEI"‘ves.h? Tiwes JYi TS

The IMF gives financing
to countries that experience
sudden outflows of funds and
we would qualify for this sup-
port were the IMF not barred
from helping us,” says Mr

Falkena., (A wess “Tr—a7)

“Reserve ~Bank Governor

Chris Stals must protect the

currency and to do so he needs

the reserves. But he cannot be

JSE salesCs
232

sure of maintaining the re-

serves until he has an under- |

taking from the IMF to
vide a loan if it is needed. pru-

“At the same time Dr St3
would probably want a ge:E
tleman’s agreement with
fnrmgn_ creditors not to take
out their funds too quickly if
the finrand were abolished.”

Mr Falkena says there is a

good chance this could hap-
pen next year.
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By Jabulani Sikhakhane

Foreign investors piled into
the JSE yesterday ahead of
the lifting of sanctions by
US president George Bush

last night.

John Taylor, analyst at London
brokers James Capel reported a
buying order for local industrials
of £5 million (about R25 miilion)
from German and UK funds.

US investors also reportedly
woke up early yesterday to buy
SA gold shares. Mr Tayior said
US funds were hoping to offload
some of their holdings in expen-
sive North American gold shares
{ to pick up the cheaper South Afri-
can ones.

On the back of the buying
binge, the JSE industrial index
rose 112 points or 2,8 percent to
set a record of 4061, before com-
ing off slightly in late afternoon
to close at 4036. It is up 34 percent
from the beginning of the year.

After a slow start to the day,
gold shares picked up in late af-
ternoon and this helped lift the
gold index by 19 points to 1445,

The all share index rose 76
points to 3507.

Foreign investor interest was
reflected in the strengthening of
the financial rand to close at
R3,175 to the US deliar.

Shares attracting interest were
food group Premier, steel pro-
ducer Iscor and industrial holding

{ Bariow Rand.

Premier chairman and chief
executive Peter Wrighton and his
deputy Gordon Utian returned
from London last weekend, where
it is believed they assured inves-
tors that there would be blocks of
shares available for those in-
terested.

Barlows chairman Warren
Clewlow was also in London re-
cently to woo potential investors.

In its July review James Capel
recommended Driefontein and
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Freegold among golds and in
mining houses Anglo American,
Gencor and Gold Fields as good
buys. In other minings De Beers
and coal share Ameceoal were also
recommended.

Among industrials Iscor, Bar-
low Rand, Premier, SA
Breweries, Safren Kersaf and
Tongaat- Hullet were tipped as
good investments.

Mr Taylor says the best ploy
now is to look at companies
which stand to benefit most from

the emergence of the “new” South
Africa.
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These include companies in the
building sector and those that are
already active in developing
trade with other sub-Saharan
countries.

Yesterday’s strong JSE rise
comes amid concerns in the loeal
investment community that the
market may be meoving into ex-
pensive territory.

Analysts caution that given the
current state of world economies,
nervous world markets, and the
depressed local economy a con-
siderable risk exists in the mar-
ket.

The dividend of the industrial
index has fallen below three per-
cent. When this happened in 1969
and 1987, the JSE suffered severe
setbacks.

But Southern Life assistant
general manager equity invest-
ments, Paul Beachyhead says one
must consider both the dividend
and earnings vields.

“While the dividend yield for
the industrial market is very low,
the covers are quite high. Since
1986 dividend covers have in-
creased and as a result dividends
are better covered by earnings.”

To a foreign investor the local
industrial market is still cheap
compared with the industrial
markets in London and Wall
Street. London is on price/earn-
ings multiple of 13 and Wall
Street is on 19, com with 11
(through the financial rand) for
the JSE industrial market.

Mr Beachyhead asks though
how long it will take the JSE to
rerate shares in line with major
international stock markets.

Mr Taylor adds that it would
be shortsighted to evaluate the
JSE on historical terms.

“Literally and figuratively, the
SA market is entering unchar-
tered waters. What is happening
has never happened in the past.

“One cannot look into the past
where there was apartheid (and
its attendant problems of sanc-
tions and lack of access to foreign
;afital) to value the current mar-

E "

He adds that there is a dawn-
ing view among most analysts in
London that the commodity cycle
should bottom by the end of this
year into 1992,

“Gold, platinum, coal, copper,
uranium etc prices should rise
and the rand is expected to slip
further against the US dollar with
a tremendous boost to the SA
economy, following.”
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Low risk premium

| hits local stoc
Bl ew Ic%’i.ﬁrlﬁ.’nnm cavin | &

THE risk premium on SA gilts has dwin-
dled to a point where it no longer pays to
buy or hold local stocks.

The premium, which had been an incen-
tive for investment into a relatively high
risk environment, has virtually disap-
| peared because of the narrowing discount
. between the financial and commercial

rands to 7,5%.

In just over a year, the real rate of
return on the key capital market stoeck
Eskom 168 has fallen to 2,5% from more
than 9% through the finrand. In 1988 real
returns were as high as 15%,

Australian stock offers a real rate of
return of about 6%,

Analysts warned yesterday that eupho-
ria over SA’s return to the international
economic fold should be viewed in tandem
with fundamental investment pu]iu{z{

Foreign sentiment towards SA, although
more positive than it has been for years, is
still nervous because of yncertainty over

+ it§ political and economic future,
The narrowing financial rand discount
- to the commercial rand, which fell below

10% this week for the first time since the

finrand’s reintroduction in-1985, has result-

ed in nominal returns falling to 16,6% on
the K168 from about 22% at the same tim
last year. |

Dealers have reported scattered strong
buying signals, but said a few offshore
investors who held local stock were selling
large chunks .of their holdings to realise a

capital profit.
- EOTao Page 2
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One dealer said it b el \q rrom Page 1
: T . IL Was becoming in- tempted tg se]] out at a ti n 1
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{ as unlikely in the short term trial yields to financial rand Investors
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DRAWING UP A CODE

Foreign investment codes are often a telltale
sign of a Third-World country. Newly inde-
pendent countries eagerly draw them up,
believing this to be the way to attract the
right kind of foreign investment.

But onerous investment codes that limit
foreign ownership of local companies, re-
strict the repatriation of profits, and burden
overseas firms with lots of pointless regula-
tions have worked to keep investment out of
Africa. Zimbabwe's complex and forbidding
regulations, for example, have done their
best to discourage investors. Namibia, on the
other hand, formulated a fairly liberal code
that should encourage investors.

Now, with the prospect of a new govern-
ment taking over in three years, South Afri-
cans are looking at an investment code. “SA
has neither an investment strategy, nor a
policy on which one could be based,” says
Institute for a Democratic Alternative for
SA (Idasa) executive director Alex Boraine.
“This needs to be addressed urgentiy.”

So Idasa is organising a four-day summit
next month to debate “An Investment Policy
for a Post-Apartheid SA.” Business leaders,
politicians, government officials, trade
unionists and economists wilj gather at Ma-
bula game lodge in the northern Transvaal
on August 22-25 and, like Idasa’s €conomic
summit in Bellagio, Italy, in April, this con-
ference will be by invitation only.

It is the idea of Transke;j University rector
Wiseman Nkuhlu, who will chair the pro-
ccedings. Under the tentative format, a pan-
el will discuss a series of papers presented by
local interest groups. The panel includes:
Frederik Van Zyl Slabbert (Idasa), Sam
Zondi (Zululand University), Kehla Shu-
bane (Wits Centre for Policy Studies), Clive
Thompson (UCT Labour Law Unit) and
Rudolf Gouws (Rand Merchant Bank). A
decision on whom to invite from other coun-

tries will be made scon.
The conference is backed to the tune of

US$60 000 by the Washington-based Cen-
ter for International Private Enterprise. This
will cover about a third of the cost with the
rest coming from local businesses and possi-
bly other foreign organisations.

Founded in 1983, the centre is part of the

US Chamber of Commerce. It CNCourages
entrepreneurship and business participation
in the political process, especially in develop-
ing countries. Director John Sullivan says
the conference fits the centre’s objectives:
“Foreign investment 1s an important part of
a vibrant, growing economy, essential to a

sucecessful transition in SA.”

Boraine stresses that there are no plans to
develop a prohibitive investment code like
those that failed so dismally elsewhere. But,
some participants are bound to favour at
least a few restrictions.

One of the invited, Alan Hirsch, who is
assisting the ANCs investigation into
foreign investment and is a member of the
Cosatu-aligned Economic Trends Group,
says that, though restrictions on foreign in-
vestment are unpopular, some may be neces-
sary.

“Foreign ownership of the (broadcast)
media is not allowed in the US, while for-
eigners can’t own SA general banks These
issues have to be considered. An investment
code needs to be part of an overall economic
policy, so a concrete policy would be prema-
ture at this stage. The ANC and Cosaty are
doing extensive research on foreign invest-
ment, which will be completed next year.”

While all appear to agree that the sanctity
of investments and repatriation of profits
must be guaranteed, the areas for potential
disagreement are many. DP MP Brian
Goodall, also invited, says the top company
tax rate should be reduced to 40%. He adds:
“Exchange control and ad hoc tariffs also
need attention.” But the ANC wants higher
taxes, tighter exchange control and to main-
tain tariffs.

Don‘t forget high-tech

Many of the conference participants
would also expect investors to create employ-
ment, export part of their production and
transfer technology from abroad. National
African Federated Chamber of Commerce
president Sam Motsuenyane would encour-
age investment in agriculture and housing
while not neglecting high-tech industries.

UCT's Thompson favours a voluntary in-
vestment code to ensure that labour’s bar-
gaining rights are respected by newcomers.
But he says unions advocate an enforceable
code that would outline the obligations of
employers in bargaining, training, health,
safety and the disclosure of information: SA
law is open-ended on these points.

One question that probably won’t be de-
bated is whether SA needs 3 special invest-
ment code. As Goodall points out, a stable
economic environment is recognised as a
prerequisite for investment, local as well as
foreign. So if the goal is to attract the most
investment, and create the most jobs, then
the policy is obvious: no exchange control,
minimal or no tariffs, low inflation, low tax-
€s, a minimum of regulations, a good infra-
structure, and more education and training,
An investment code that goes much beyond
this is more of a social code and will serve to
put off some investors. H
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SOUTH AFRICAN business is look-
ing north again,

Despite sanctions posturing by most
African countries in the past, trade
with Africa is already quite substantial
— estimated at R10-billion during
1990. While many companies did ter-
minate their dealings with Africa,
others maintain their operations there at
low-key levels. :

Now that secrecy is no longer re-
quired there has been a spate of re-
newed tnterest in the markets across the
Limpopo. The South African Foreign
Tradg Organisation (Safto) says there
was a 22 percent increase in trade last
year.

Major South African corporations
such as Premier International, JCI,
Anglo American, De Beers and retail
chain Metro are exploring markets to
the north.

Infrastructural development projects
10 Afnican countries has aroused a lot of
interest among South African compa-
mes. War-ravaged Mozambique and
Angola have attracted particular atten-
1orn.

Safto regional trade manaper Angela
Self says although there has been a
surge of interest in Afnica among local

nenewed

businessmen, there has been little fixed
investment yet. Construction is paving
the way for South African involve-
ment.

“Qur great asset is our construction
and engineering skills. In a lot of these
countries infrastructure needs to be re-
habilitated,” she says.

The Council for Scientific and Indus-
trial Research (CSIR) is also planning
to step up its involvement in Africa.
I'ne organasation — which is already
involved in 13 countries — is also do-
ing a lot of work on the restoration of
the African infrastructure.

The CSIR boasts of having Africa-
specific technology which will be in
demand as the continent picks itself up.
Director NicoWalters feels the task of
his organisation and others involved in
reconstruction is to create an “enabling
environment” for regional trade.

Steel and Engineering Industries Fed-
eration of South Africa spokesman
Mike McDonald makes the point that
certain engineering projects are neces-
sities rather than mere marketing op-

S
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Ctions fad&away, more  a foreiglaid grant is given,” Smythe-

and more South African
businesses are looking to the rest
of the continent for expansion,
reports MONDL] MAKHANYA

portuntties.

“We no longer need to build Sasols
and Mosgasses anymore. We need to
use our know how and technology
elsewhere. Our technological equip-
ment will Lie idle if we don’t do this.”

Murray and Roberts and Dorby] have
gone into Africa in a big way. M&R has
procured construction contracted in a
number of countries, notably Angola
and Mozambique.

Dorbyl is involved in agricultural pro-
Jects and diesel generating schemes.

Dorby! marketing manager Mike
Smytheman says the lack of hard cur-
rency in African states has slowed
down investment. “They they have to
prioritise the projects they embark on.
S0 we either have to wait a long time
until they earn foreign currency or until

Iman says.

Premier International — whose chair-
man Albert Nillesen is reputed to have
extenstve contacts in Africa — has its
foot deeply rooted in Africa. The com-
pany’s African interests are bakeries in
Zimbabwe, food exports to many
countries and it has established itself as
the main supplier of food relief to Mo-
zambique.

Motor manufacturers are also making
inroads into Africa, Nissan and the
South African Motor Corporation have
established special divisions entrusted
with exporting to Africa.

Samcor managing director Spencer
Sterling says the absence of motor in-
dustries in Africa means there is a great
demand for South African cars there.
Al present the company exports about
800 cars annually — mainly to Zambia
and Zaire — and is gearing up for big-
ger business. He concedes, however,
that poor economies in  African states
put a ceiling on trade.

“Vehicle exports are increasing be-

cause of the great demand for our cars.
But the biggest problem is the shortage
of hard currency in these countries.”

International aid to these countries al-
leviates the foreign exchange crisis.
For instance, a lot of the CSIR’s pay-
ment comes from foreign aid.

Protectionism, too, is an obstacle.
Spencer points out that Malawi has
tried to protect its fledgling motor in-
dustry but “it is unable to meet demand
S0 our cars are needed there too”.

Most ventures undertaken by South
African companies in Africa have been
joint ventures with other local firms and
foreign operations. These foreign in-
terests are usudlly from the former co-
ionial powers — such as Portuguese
firms in Mozambigue and Angola.

Penetration of the African market by
South African companies is likely to
have spinoffs as other local companies
get subcontracted for specific projects.

A classic example of this is the resto-
ration of the Polana Hotel in Maputo
Three South African companies are in-
volved 1n this R25-million venture,
with hotel chain Karos spearheading
the project. South African architects
Osmond Lange and construction com-
pany Concor are also involved.
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‘ in a bid to entice more share-

: o
h@pro ress
By Ann Crotty 1'{-5

LONDON — The Oceana offer
for UK fashion group £tam has
heen extended for another week

holders to join the Foschini-
backed raid. T
By the close of trade yester-
day the Oceana team had bought
another 1.89 percent of Etam’s is-
sued share capital. Acceptances
of its formal offer of 185p a share
lifted its holding to 33,11 percent.

This is considerably less than
the 40 percent-plus needed to gain |
control and more significantly,
helow the level of support the
Etam board has won.

The initial offer closed on July
95 but the response, mainly from
private shareholders, was muni- |
rmal. Since then Oceana has been |
able to buy only two percent on
the open market.

Analysts say Oceana could
1 keep extending the offer.until the
final close off date of September
9, but at this stage it lodked as if
| Oceana and Etam were going to
have to learn to live with each
other.
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AAF suroes

By Jabulani Sikhakhane E-’ IB

Acquisitions helped AAF Invest-
ment Corporation, the London-
listed subsidiary of W&A, 1n-
Crease turnover by 106 percent

te £31,1 million for the six -

months to June.

The Alloy Wheels company,
acquired in January for '] mjil.
lion and included for five
months, contributed ¢15 million
to turnover.

X an industrial manage-
ment group engaged in the
manufacture and distribution of
system and modular buijldings
in the UK and US, and alloy
wheels internationally.

Deputy executive chairman,
Hilton Schlosberg says the alloy
wheels business has done well
because UK motor manufactur-
ers are fitting alloy wheels to
lower and medium-prices cars.

“This side of the business
should continue to do relatively
well because once manufactur-
€r put those wheels on to the
cheaper cars, they will never be
able to take them away.”

AAF may have to expand its
production capacity at the Car-
diff plant when the economy
turns up.

AAF supplies alloy wheels to
manufacturers like Jaguar,
Rover and Fiat.

AAF chairman Jeff Liebes-
man says the industrial opera-
tions did well with income ex-
ceeding the interest from de-
posits earned on its cash of
£20 million in the comparable

period last year when interest
rates were high. :

Mr Liebesman says Alloy

Wheels achieved good results 1n
both 1ts domestic and export
markets.
- “The percentage fitment of
alloy wheels in the UK. which is
currently far below that of the
US and Germany, continues to
increase.”

AAF has exercised jts option
to acquire the Cardiff plant
which formed part of the
L11 million purchase price. The
Cardiff freehold sites were also
acquired for £2,2 million.

Mr Liebesman says the Sys-
tem and modular building oper-
ations in the UK and US
achieved an acceptable perfo-
mance with a lower overhead
Structure.

During the review period pre-
tax profits rose 11 percent to
22,2 million. Earnings per share
increased 5 percent to 11,4p and
the interim dividend rose
12,5 percent to 4,5p. A special
dividend of 0.5p is being paid,
making a total of 5p.
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(% OPENING UP THE MIDDLE EAsT

Otficially, Isiamic countries in the MiddJe Geoffrey Hancock, a UK specialist on
East take a hard line against trade and Iran, Iraq and the Guif, were set to speak.
investment links with SA; some do not The reason for the interest i the event
even allow their citizens to visit SA. But  and why it was to be closed to the press
this week, several officials and business  and a han placed on advance publicity,
leaders from the region flew into Jan was the presence of the representatives
Smiuts to attend a Symposium in Pretoria  from Egypt, Saudi Arabia, Iran, Oman
on doing business with SA. o~y and other Middle East states. An official
Unofficially, of course, SA has long™\_ from Israel also was to attend.
done deals with the Middle East. Though®  With reforms proceeding and sanctions
it is never acknowledged, SA imports ) eroding, SA got its foot in the Middle
most of its oil from the Guif States and, in ™ East door after the Guif War, when Safto
turn, sells arms and many other products % formed its Gulf Business Development
to countries in the region. The day-long ( initiative and encouraged local companies
Symposium is a step towards forging for-, ™ to bid on the many reconstruction pro-
mal business ties that would be far more® , jects underway in Kuwait. Through that
extensive and lucrative. contact, Safto realised there were many
, The symposium, arranged by the De-  other trade and investment opportunities
partment of Foreign Affairs and the SA in the region, says Martin Smith, Safto’s
Foreign Trade Organisation (Safto), was manager for the southern hemisphere.
expected to attract more than 100 local Bringing relations above ground® will
business leaders. Foreign Affairs Direc- widen trade links enormously. “Total bi-
tor-General Neil van Heerden wassched-  [ateral trade in this region is worth
uled to chair the gathering, while Sir US$227bn,” Smith says. “SA exporters |
- Anthony Parsops, top Middle East cop- will find trade doors are opening up to

Suitant to the Thatcher government, and  them in these lucrative markets.”
66 « FINANCIAL MAIL » AUGUST » 23 » 1991
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Short-term
help seen

adjust-
ments announced by the Minis-
ter of Finance could result in
the Consumer Price Index (CPI)
rising less in the short term
than would otherwise have been
the case, says Johan Louw, the
chief economist of insurance
giant Sanlam.

“As far as the switch from
GST to VAT is concerned, the
envisaged recomposition of the
Consumer Price Index makes it
very difficult to determine the
net effect of this change.

“At this stage, we think it
should bring about only a small
once-off increase in the infla-
tion rate.”

He says the higher petrol
prices — 13c a litre for conven-
| tional fuel and 8c for diesel fuel
— and excise duties on liquor,
tobacco, TV sets and cars, on
the other hand, are expected to
cause this rate to rise by an es-
timated 0,7 percentage point in
September.,

(The forward and backward
linkage effect could push the in-
flation rate stiil higher in time).

“All in all, we foresee that the
inflation rate (after the tax ad-
justments) will be just over
14 percent by the end of the
year.

“For 1991 as a whole, we esti-
mate a figure of hetween
14,5 percent and 15 percent.

This could decline to an aver-
age rate of about 13 percent in
1992,” Mr Louw concludes. —

Sapa.

- 11 - __

whbkwhba dad b omms &l

QcEg platiny

THE gold price yesterday fell to
its lowest level in a year in the
aftermath of the failed coup by
hardliners in the Soviet Union.’

Over the past week gold has
fallen by almost $9 to be fixed
yesterday afternoon in London at
$353,70.

Platinum prices also took a
hard knock, despite the tem-
porary closure of two mines by
Impala, the second-largest pro-
ducer in the world.

It was set at $331,50 an ounce
yesterday, its lowest level since
December, after a close of $344
on Thursday, and in the wake of
selling by Japanese investors.

The decline in the gold price,
coupled with a recovery in the
rand against the dellar over the
week, hit the rand gold price -
the price SA gold mines receive,

The rand gold price started the
week at Rl 054 immediately after
the coup, but over the week
plunged to close yesterday at
R1018.

Government set to woo
Stour

BONN — THE South African
Government will make presenta-
tions to institutional investors
and bankers in Germany next
week, preparing the ground for
its first public Eurobond issue
since 1985.

Deutsche Bank, the biggest
German bank, and favourite to
win the mandate for a public
issue, is hosting presentations of
institutional investors in Frank-
furt on Wednesday.

Representatives of the South
African Ministry of Finance will
be present. h

However, a senior Deutsche

e b vkt Ly s Law

FINANCE STAFF and
REUTER

The decline had a devastating
effect on gold share prices on
the JSE. Over the week the gold
index shed 125 points to 1 144 yes-
terday.

Gold’s failure to budge on news
of the abortive coup in the Soviet
Union, shows once again that the
precious metal has lost its place
as a safe haven in political crisis,
analysts say.

Monday’s coup by hardliners
in the Soviet Union initially
tacked $5 on to gold’s price.

But values had retreated to the
minus column by midday as
threats of potential gold sales by
the Soviets worried the market.

The Soviet Union, the world's
third-largest gold producer, has
a stockpile of 2000 tons, and the
market feared the economically
ailing country would sel! more

STAR FOREIGN 'SERVICE

Bank official says no decision has
been made on the timing or size
of a public bond issue,

South African Government-
backed borrowers, such as the
Department of Post and Tele-
communications and Transnet
have been active in the private
placement markets of Germany
and Switzerland this year.

The Centre for the Study of
the South African Economy in
London estimates that borrowers

—elee— o e——
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gold to boos
reserves.

The coup’s speedy demise re-
sulted in a brief rise, as anxiety
about Soviet sales waned on
Wednesday.

Investors are not interested in
trading gold, analysts say, and
many have switched to more ro-
bust markets, such as the dollar,
stocks and government bonds.

“I think part of the problem
for gold is that world financial
markets have matured and peo-
ple are looking to other vehicles,”
says Jeffrey Nichols of American
Precious Metals Advisors, a Flor-
ida-based consulting company.

“Gold is not particularly sen-
sitive to geopolitical anxieties. Its
traditional response (to global
crises) is no longer valid. People
prefer to hold doliars as opposed
to gold,” he says.

When Iraqi President Saddam
Hussein’s troops stormed into
Kuwait in August 1990, gold
prices on New York's Commod-

oreign exchange

eign 5%2&@.@” .

have raised about $300 million
from this source in the first half
of this year.

However, almost all of these
funds have been used to refi-
nance the redemption of out-
standing bond issues made in the
early 1580s.

There has been no public bond
issue by a South African bor-
rower since 1985.

The Government has said that
it would like to make a big, pub-
lic bond issue in the name of the
Republic of South Africa and
would like to raise new money.

pPrijecis Ulal are et entiy ui-

m take it on chin

ity Exchange rose just $3.

In mid-January, when Gulf
War ground fighting erupted to
dislodge the Iraqis, gold gained
more than $6 in Sydney, Austra-
lia, the first market to respond.

But the next day it crashed a
spectacular $30 in New York on
expectations of a quick victory
for the allies,

® Scores of miners at GFSA’s
Doornfontein gold mine have
been on strike since Tuesday, the
company confirmed yesterday.

It said the apparent reason for
the strike was a resistance to al-
ternative employment one level
lower than existing positions in
order to aveid retrenchments.

An ultimatum to return to
work was issued to those em-
ployees who participated in the
illegal strike.

The employees did not respond
to the ultimatum, with the result
that about 6 000 employees out of
a total of 7000 have been dis-

missed.

vestors

ys the lifting of US
sanctions in July made it possible
for institutional investors to par-
ticipate in a public issue.

The involvement of large in-
vestment institutions would be
vital to ensure the success of a

public issue in the region of
Dm150 million to Dm2060 million,

But they say political sensitivi-
ties remain great.

For example, some of the big-
gest borrowers, such as the Prov-
ince of Ontario and Ontario

Hydro, will not deal with SA-
linked banks. ,

\_ ./




——r—

. R

" A . - e
et FNE i - X
“x s - . LA,
- Py . . . -
Ay B e o : * '
vy L v A de ..
Yl Mpen T IR P T v
B ol TR N e W Vs o " g
o LOTE T e R T, Sl LE
o P T YL B PR ' L S
NEEDEY D R £
T e - S ICRRY BN AR -
' = P AT - .

L . - LA .

e . ] '
- = aorm
L . r Wl . i SR
L. 4 Ta ' i .
L X : L3
5" T . PRI

B L N - it - e Faracty .. '

PRI T T W ML G o am o .
R My S r :

y '
LA - r

R i U L A
S L gt T
AL AL el L) _'L__"'.-:.';".':I e

By DAVID CARTE

| SAFMARINE has bought
49% of the biggest container
shipping line in Belgium for

$25-million.

I Safmarine managing di-
rector Tony Farr says CMB

Transport has assets of more

than 3530-million.

The balance of 51% is held
by Compagnie Maritime
Belge (CMB), which was pre-
viously controlled by Societie
Generale, described by Mr
Farr as Belgium’s equivalent
of SA’s Industrial Develop-
ment Corporation.

This controlling interest
was then sold by Societie |
Generale to the Saverys
family of Belgium:.

CMB Transport, a subsid-
lary of CMB, operates con-
tainer ships from Antwerp
across the North Atlantic,
along Europe’s coastline,
West, East and Southern
Africa and South America.

The company owns 18
ships and has interest in six
others. Of the 24 ships, 20 are
container vessels, two multi-
purpose and two roll-on-roll-

off vess
A

xctl

. Mr Earr says: “We move

225 000 tontainers a year, it
» oyes, 400 000, Like ours, its
i~fiSetAsAn ist-glass condition.
Handﬁmgﬁqggrgpagy has , Fl'.'ﬂ.lt“

standing giowth potential.”

Safmarine will play a di-
rect role in CMB manage-
“meni-'and. will appoint Gra-
ham Pierce the new chief
executive. f \ Tvwaln

Alistair Macmillan, chair-
man of Safren, which con-
trols Safmarine, says the en-
try price i& attractive fo
Safmarine, ( mi’f

Safren chief executive
Buddy Hawton says the main
attraction for the Belgians is
Safmarine’s proven manage-
ment. aﬂﬁ%\ .

Mr Hawton says*‘Our core
business is Europe. The pur-
chase is a defensive and an
aggressive meve on the eve
of the political and economic
| integration of Europe in
1992

CMB Transport has a
major international agency
network in Central and
Southern Africa and in
Europe. It owns a major
European trucking arm.

Mr .Hawton says CMB’s
AMI agency operation will
marry weéll with Rennies’
Manica operations.
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LONDON — Oceana In-
vestment Cerporation of
South Africa has failed in
1ts £121 million (about
R450 million) bid for
British retailing group
Etam.

The bid has lapsed
after acceptances of only
1,22 percent,

Oceana now faces the
possibility of a delisting
from the London Stock
Exchange because it is a
cash company and, under
LSE rules, has no active
business that would jus-
tlfy a share quotation.

Oceana told its shares
holders that if a Londop;
listing was cancelled it
would seek an alterna;,
tive listing on another,
European exchange. ..

The latest develofi:
ment will not affect the.
company’s listing on the,
Johannesburg Stock Egc-
change.

David Hudson, a dII‘E
tor of Oceana’s fmanmal

adviser Campbell, Ly

tyens, Hudson, said inZ
vestment business would
not he affected.
“It certainly
bother us,” he said. " ,

won’t
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Many SA companies have set up business in
the UK in recent years. Some have succeed-
ed beyond expectations. Others have
crashed. It seems there are two main reasons
some SA companies fail in Britain — the
most important being a misjudgment of how
the British banking system works. The
second is the belief that London and its
vicinity are the only area in which to be
based to serve the British market.

David McDonnell is the national manag-
ing partner of Grant Thorton UK, a member
of Grant Thoraton International, to which
Kessel Feinstein is now affiliated. He bases
his conclusion about the misreading of the
UK barnking system in part on personal
knowledge of unsuccessful proposals made
by SA firms to British bankers.

The British banking system is — correctly
— regarded as exceptionally stable, but it
acquired this reputation in part by minimis-
ing risks in the domestic market. British
banks prefer to lend on the security of assets,
particularly fixed property.

They are not very sophisticated, says Mc-
Donnell, in their ability to assess income
flows as a basis for lending — though this
conld change in future. So, if the asset base
of a company weakens, it follows that British
banks will become nervous and withdraw
support. In these circumstances, they tend to
act without being prepared to negotiate at'
all, or negotiate only to 2 limited extent.

If one combines that banking attitude with
a severe recesston in property — and at the
moment, the UK property market is severely
depressed — then security is eroded.

Local businessmen assume, quite wrongly,
that, if their UK subsidiary gets into difficul-
ties, its bankers will be prepared to waive
part of its loans on the basis that if the

foa 219/ Hed)

business had to be broken up they would get

even less.
But in McDonnell’s experience, UK banks

are almost never prepared to make this kind
of concession, except through the formal
mechanisms of UK insolvency legislation.
And that legislation does not really provide a
suitable mechanism for providing a breath-
ing space for recovery of a company that has
a reasonable future but is in current difficui-

Ly

Indeed, the UK system operates “quite
viciously” when companies get into trouble.
Though UK banks know property will go up
eventually, they nevertheless take a short-
term view — say 12 months. When it be-
comes clear that there is inadequate security,
the UK banker will appoint a receiver —
frequently a stepping stone to liquidation.
The receiver will almost always then dispose
of the assets to a third party (which won’t be
the SA parent), quite probably for less than
the parent would have been prepared to pay.
This has been the fate of a few SA companies
already, not to mention some Australian
ones.

The second issue is location. There is a
misconception that the UK consists of Lon-
don and a 25 km radius around it. This
fallacy leads SA businessmen to locate in the
highest cost part of Britain, with the highest
levels of employment and wages.

But the UK has a population of over S30m
people, a large proportion of whom are locat-
ed near other major business centres, not far
in travelling time from the south east. (Even
Edinburgh can be reached from London in
one hour by air!) These major provincial
centres are well served with large pools of
industrial skills.

Perhaps services such as marketing con-
suitancy need to be in or around London, but
the manufacturing or distribution of goods 1s
not best served in London or south-eastern

England. »
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Star Africa Service

GABORONE — First Na-
tional Bank will take over
the former BCCI affiliate
in Botswana, the Bank of

Credit and Commerce, on
Saturday. \
Assistant Minis Fi-

nance David Magang said
in parliament yesterday
that an agreement had
been negotiated beiween
BCCI Luxembourg, First
Nationgl and the Bank of
Botswana, which has been
running the Bank of Credit
and Commerce after tak-
ing over its 0 iong two
months ago. 7(4,3

All five BCC branches
would be staffed by First
National, operating in Bo-
tswana as First National
Bank of Botswana.

First National already
has a licence to operate in
Botswana . and had
planned to start doing s0
early next year. |

Standard Bank of South
Africa and ANZ Grindleys
Bank have also been
granted licences and will
begin operating in Bo-
tswana next year.




Foreign Staff

LONDON — South Afri
ca’s biggest company,
Old Mutual Life Assur-
ance, has launched the
first investment fund of
its kind in London in a
bid to get £30 million
(R150 million) of new
capital from European
investors.

q&

to be the first of many as
investors take a fresh
look at South Africa in
the light of the demise of
apartheid.

Old Mutual chairman
Michael Levett is listing
the new trust on the Lon-
don Stock Exchange and
has gathered an impress-
ive board of directors for

#—_—_

OMSAF which includes
Rolis-Royce chairman
Lord Tombs S¥re~r"

Just 1astqﬁvle1{:l !he

Qouth African Govern-
ment announced its in-
tention to re-enter Euro-
pean bond markets with
2 launch later this year
of a e70 million
(R350 million) Eurobond.
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3y Garner Thomson tacts concerned economic de-  danese government that we
ind Phil Molefe velopment, rather than politics, would be happy to investigate

and were largely through the  areas of possible co-operation,”
] L . private sector, with the two Mr Evans said.
south Africa is trying to gel  governments acting only as “fa- “There is no firm agreement !
nvolved in oil and mineral  cilitators”. for a visit by a delegation to
sxploitation and rail trans- Representatives of Genmin Sudan at this time. .._“_
sort in Sudan, according to and Engen companies, and the “But nothing stands in the :

FrIiy o railway parastatal Transnet,  way of the private sector in ex-
he British-based political are expected to go to Khartoum ploring areas of interest in that

soon for further talks, Africa  couniry, such as transportation,

newsletter Africa Confiden-

Lal. Confidential adds. mineral and petroleum explora-
It reports on recent talks in . tion, and the agricultural sec-
London between Rusty Evans, Hﬁﬁmwﬂmmﬁm tor,” Mr Evans added.
Pretoria’s deputy director-gen- An Engen spokesman said the
eral of Foreign Affairs, and Contacted for comment by  company was considering varl-
Sudan’s Lieutenant-General  The Star, Mr Evans said South  0US opportunities on an ongoing
Omer ¢l Besher to discuss South  Africa was conducting dialogue basis and would be sending se-
African technical co-operation. with many prominent persons  Dior personnel to Sudan in the
The quid pro quo, says the re-  and governments in Africa. near future to discuss possible |
port, would be permission for He was, however, not pre- business opportunities.
South African Airways to over- pared to confirm that he had A Genmin spokesman said
fly Sudan. held a meeting with General el ~ the company was not consider-
According to Africa Confiden-  Besher. ing any project in Sudan at
tial. Mr Evans refused to com- In the case of Sudan, the situ- present. /
ment on reports of earlier se-  ation was exactly the same as Transnet referred media in-
cret meetings in Khartoum 18  with many other African coun-  quiries to Economic Co-ordina-
months ago. tries. tion and Public Enterprise Min-
But he said; “There is hardly “Just as we have sent techni- jster Dr Dawie de Villiers.
a country on the African conti- cal delegations to countries But his office said Transnet
nent with which we are not iIn such as Gabon, Cameroon, was run on normal business ) . o
contact at this time.” Congo, Zaire — among others — principles and did not fall under A Sudanese environmental and .nozmmEm:o: scientist looks for damage caused by oil spill
Mr Evans added that the con-  so we have indicated to the Su-  the Minister’s portfolio. to the coral growth off the Saudi coast. Picture: AP.
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| SA-linked bid |
UK Lore

Star Bureay@

LONDON — Liberty, the
British retailer which
faces stake-building by a
South African investor
group, has said it will ac-
cept a Chinese offer rath-
er than snecumb to a hos-
tile South African bid.

The British department
store is bracing itself for a
protracted siege after the
disclosure that expatriate
South African investor
Brian Myerson was behind
a dawn raid three weeks
ago which lifted the shares
17 percent on the day.
| Mr Myerson was re-
sponsible for a similar
raid last year on Aqua-
scutum, the classic cloth-
ing company, which even-
tually led to a recom-
mended bid for the group
by the Japanese clothing
group Renown. ¢
| ~ He-was also, until 1989,
| a major shareholder in
Oceana which recently

I launched a bid for Etam.
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ANG chiefs gg wooing

ANC bosses Thabo Mbeki and Cyril Rama-

phosa will take part with Finance Minister
Barend du Plessis and Regerve Bank Gover-

nor Chris Stals in a Hong Kong conference
wooinpg foreign investinent to SA.

The two proponents of sanctions and disin-
vestment will address what is billed as the
definitive seminar on business and invest-
ment opportunities in the post-apartheid
economy of SA,

More than 150 delegates are expected at
the conference on October 11. More than 100
will represent the Far East. Several SA insti-
tutions will aitend to meet investors interest-
ed in SA. They will fly from Hong Kong to the
IMF meetings in Bangkok.

Mr Mbeki will speak on the evolving politi-
cal dispensation and Mr Ramaphosa on the
role of foreign investment in the new SA.

Mr Du Plessis will discuss the post-
sanctions economy and Dr Stals the role of
monetary policy in promoting foreign invest-

’

Gzy) By DAVID CARTE (74/>

ment. Other speakers will be Mike Brown,
economist at stockbroker Frankel Max Pol-
lak Vinderine, Francis Klein, managing di-
rector of French Bank of SA, Dries du Toit,
senior portfolio manager of Sanlam, Reb An-
gel, managing director of Engen, Ken Max-
well, director of JCI and Peter Arthur, a part-
ner at Webber Wentzel.

The conference, which aims to attract the
biggest names in international investment
finance, is being organised by Frankel Max
Pollak Vinderine, attorneys Webber Wentzel]
and French Bank.

Frankel Max Pollak reports unusual inter-

est in its SA-based conference in February’

next year. Chief executive Sidney Frankel
expects more than 100 foreign delegates,

4
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SA gets tough|
with Harare

| ‘at-trade talks
({415 ) MICHAEL HARTNACK] 2B

ARARE — Economic sources bélieve
that senior SA officials at talks on Tuesday
to renew a preferential trade treaty he-
tween Zimbabwe and SA confronted the
Harare delegation over President ubest.,'
Mugabe’s stance on sanctions. *

The negotiations opened in Pretoriaon
updating the most-favoured nation trade
treaty Mugabe inherited ' Smith’s
Rhodesian government. f / 1 9 ‘y

Sources in Harare believed the SA negé-
tiators told the Zimbabweans that to fina-
lise a new trade agreement, Mugabe would
have to rescind his 11-year ban on goverp-
ment contact at ministerial level.

At the one-day meeting, senior public
servants from SA’s Commerce and
Foreign Affairs departments apparently
queried Mugabe’s continuing campaign for
sanctions and his expected demand at the
October Commonwealth summit in Harare
for SA to remain isolated. @

Last month Mugabe told Africam Social-
ists meeting in Harare that he had “no
choice but to insist on the maintenance of
economic sanctions and other forms of
pressure against SA . .. until such time as
an administration that does not owe its
existence to apartheid is in place”. ;

The Zimbabwean delegation was headed
by the deputy secretary for trade relations
and export promotions in the ministry of
industry and commerce. :

Sources believe it significant the six-

member team included an under-secretary
from the ministry of lands, agriculture and

rural resettlement, and a law officer from %

the attorney-general’s office. +

SA is a major destination for Zim-
babwe’s processed farm exports, particu-
larly textiles, and the prime source of vital
inputs for its agricultural industry.

Economists believe the Zimbabweans
::told their hosts they were relying. on ex-
- pansion'of the present R2Bh-d-year trade
relations with SA to bring .the current
R42bn | five-year structural -adjustment
programme to fruition.

The existing agreement, dating from
1064, sets tariff rebates at levels rendered .
unrealistic by inflation, and its lists of
rebatable trade items need revision be-
cause of economic expansion. No date has
been set for the next round of taiks.
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Call to uge

CAPE TOWN — Suitable
outlets had to be found for
the investments of contrac-
tual savings institutions.
Finance Minister Barend
du Plessis said on Friday

Addressing the confer-
ence of the Cape Assurance
Industry Liaison Commut-
tee. Du Plessis pleaded for
proactive and nnovative
thinking 1n this regard.

He said the future of the
country had to be secured
by the proper Uuse of life
funds which had tradition-
ally been invested in infla-
tion-hedging assets such as
equity and fixed property.
There was a need for the
institutions to provide risk
capital for growth (0 the
private sector.

“There are various ways
in which contractual sav-
ings institutions can chan-
nel funds to .specialised de-
velopment agencies such as
the Small Business Devel-
opment Corporation, the

life tun

LINDA ENSOR

Development Bank of
Southern Africa and the In-
dependent Development
Trust, which support soc10-
economic projects.

“Sehemes have been de-
vised to use pension fund
contributions as a leverage
‘to gain access (0 normal
channels of funds for home
financing, but the results so
far are rather limited.
More needs to be done o
tap the resources available
to finance socio-economic
projects.”

Du Plessis said the con-
tractual savings institu-
tions would be well-advised
to pay attention to the in-
frastructural needs of
black urban areas which
had a great need for office
blocks and shop facilities.

Turning to the question
of foreign investment, he
said the political clout of
unions, which had resulted

T | -
1igh wa salary e said invest-

increases, was one of the
reasons why SA was no
longer attractive 10 foreign
ipvestment.

He said the mncreases ob-
tained in a situation of
widespread unemployment
were unrealistic.

“No successful economic
country has that relation-
ship between unemploy-
ment and TiSIng wages.’

e ———

e

ment was attracted to
countries where profits
could be made and this re-
guired productivity and a
stable labour force.

The fact that SA’s foreign
debt — which stoocd at 180"
of annual export earnings
in 1985 -— was now at 70%
made the prospects of rais-
ing capital on fprelgn mar-
kets very promising.
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Gold Fields
B 10a) 204

GOLD FIELDS of SA was set to invest in
Zdirean gold mining company which had a
major concesgton and a first option to mine
the balance of Zaire’s gold mining district,
chairman Robin Plumbridge said yester-

day. |

I’;I his annual chairmat’s review he said
Gold Fields had embarked on a cautious
expansion programme outside of SA in the
last year, and, of the projects it was consid-
ering, the Zairean venture was at the most
ddvanced stage pending the completion of
finaneial arrangements.

Gold Fields would be in partnership with
a Zairean state company, a group of Bel-
glan-bBased entrepreneurs and interhation.
al finance agencies. The mine would stast
as a small dperation, but it had the potens
tial to-expand rapidly if a proposed explo.
ration prograinme was successful.
“Gold Fields’s éxpansion into Africa fol-
lows Genmifi’s announcements of investi-
gations into miting possibilities in Zambia
ard Engen’s forays into oil exploration off
the African coast.

- &4 &
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Plumbridge said the economic future of
SA and the rest of the continent were inex-
tricably linked. “We must sink or swim
together,” he said,

Many developing countries were in the
grips of a full-scale depression, the lack of
international demand for their products
dccentuating the despair of peoples facing
abject poverty. “Regrettably the devel-
oped nations are so concerned with their
OWN economic conditions and those of the
countries surrounding them .., that the
less developed countries are being fed
little more than a diet of rhetorie,” Plum-
bridge said, :

African eountries faced a “well-nigh im-
possible situation”. In a national and re-
gional context, it was critical that the SA

. ecopomy should recover rapidly from the

recessiof. .- .
- 'The currrent economic policy mix with
its heavy socio-political overlay needed

urgent review, he said.



CAPE TOWN = Estate agent the Reeff
Organisation 18 eensidering a tie-up with
ofe of the largest international property
companies iR Britain, whieh han effices in
several countries, anys Seeff Hesidential
Properties MD S8amuel Seet,

There would net be a ralv of shares but

the deal would invelve the appointment of
Seeff as the company's 8A representative.
Income earned would be in the ferm of a
coffmiseion from peferrals, (] r@)
Seeff said at the weekend t tuge
would be aceess to a wide elient bane and
marketing opportunities overseas sich as

advertigerrients, window displave~ and
hothe exhibitiﬂﬁa. Mi%%\
All offices 1n the UK we fitor-

mation On properties available from Seeff
“As the relationship between SA and the

"

Seeff sold four properties to UK buyers

referred from its Londen office for a total
of more than R1,2m in July. A property in
Hout Bay wus sold reeently te a German
for R1,6m, a seetional title unit ih Buntey
Bay to a Hong Kong buyer for R1,3m and
Regotiations were being finalised for. the
sale of another unit in the name eomiplex.

S8eeff direetor Carmella Seeff, who re-
eently returned fFom & Property tour over:
seas, sald the firm's London office was
being deluged with requests for inferma-
tion on the housihg position th BA from
woitld-be investors and immigrants.
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LIBERTY Life clinched control of UK
assurer Sun Life on Friday, after a bitter
fight which has lasted more than four
years. London’s takeover regulators have

dropped their opposition and approved the
move which has simply regularised an al-

ready existing control situation.

Liberty Life and its French partner,
Union des Assurances de Paris (UAP), are
not obliged to make an offer to Sun Life’s
minorities, but are doing so as “a cour-
tesy”.

A new, jointly controlled holding com-
pany — Rockleigh Corporation — has been
created by Liberty and UAP to house their
newly increased 59,9% controlling stake in
Sun Life valued at £472m (R2,3bn). Pre-
viously, Liberty and UAP each held 27,7%
of Sun Life’s equity, but as part of the
present arrangements, they have bought
an additional 4,5% or 3,02-million shares
for £35m (R172m) from Sun Alliance.

Liberty chairman Donald Gordon said in
a statement he was “extremely happy”
with the ocutcome of the joint deal, which
would provide new expansion opportuni-
ties for the group in Europe.

The statement said an offer of £11,60 a
share, based on the deal price, would be
&xtended by Rockleigh to Sun Life’s minor-

T ——— P

SEAN VAN ZYL

ity shareholders. He added it would be
premature to comment on whether Rock-
leigh would make an all-out bid for Sun
Life,

In a related deal, UAP would buy 35-
million new ordinary shares in Trans-
Atlantic for a cash consideration of
£122,5m (R586m) at 350p a share.

In addition, First International Trust
(FIT) would also sell a further 5-million
shares at the same price to UAP, boosting
the French assurer’s holding in Trans-
Atlantic to 40-million shares at a purchase
price of £140m (R685m). Following the
dilution, UAP would hold a 16,8% stake in
TransAtlantic. Liberty’s offshore arms
have no immediate plans for the £140m,
though some will be used to cut gearing
and part is earmarked for new UK proper-
ty developments or acquisitions.

FIT’s interest in TransAtlantic would
drop to 42,9%, resulting from the dilution
of the 240-million new TransAtlantic
shares in issue, while Liberty’s direct stake
would fall to 12,1%. Overall Liberty would
maintain a controlling stake of 55% in
TransAtlantic.

® See Page 10
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Liberty ‘joins li%f Iy
Standard Cha @8@
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ls&;&‘ f‘ SEAN VAN ZYL
RUMO resurfaced this week of a takeover bid for
UK banking group Standard Charter, Stanbic’s former
parent, by a European consortium including the Liberty
and Union des Assurances de Paris (UAP) alliance.

Standard Charter faced a hostile takeover attempt a
number of years ago when Liberty’s chairman Donald
Gordon entered the fray as a white knight.

Sources said Standard Charter, recovering froii a poor
trading period with its share price at a five-yeat low,
could now fall prey to a banking consortuim led by UAP,
Liberty and German-based Westdeutsche Lafidesbank.

The consortivin would probably break up the bark's
extensive Africa and Asiaf networks, with the Liberty/
UAP alliance pitching for the Africa ahd UK operations
and the German bank the Pacific Rim network.

Sources said Standard Charter was in a weak position
dire to bad debt and difficult operating conditions exper-
ienced mainly by its UK, US and Austr.lian networks —
opening the-bank to a hostile bid.  «_

Standard Charter’s pretax profit in 1889 fell to £67m
from 1988’s £313m. The 1990 trading year showed signifi-
cant improvement in pretax profit to £150m, although
substantially less than that achieved in 1988.

Licefice

Standard Charter’s Africa network, rumotred to be up
for sale, has an estimated value of about £150rh. Stan-
dard Charter’s market capitalisation at the 1990 year-end
v7as L60bm.

Sources suggested that Liberty would invelve Stanbic
in the deal, with the African network falling within the
bank’s existing Africa division. The Liberty/UAP alli-
ance would probably retain the rhuch-prized UK banking
licence.

However, Liberty Holdings executive director Farrell
Sher, speaking from London, denied the group was in-
volved in a takeover bid for Standard Charter.

Stanbic MD Conrad Strauss said it would be “in-
appropiate to comment” on whether the bank was plan-
ning to acquire Standard Charter’s Africa operations.

However, he noted that Stanbic had already indicated
its interest in expanding into Africa and would take a
look at the Standard Charter operations, “as would any
number of banks”, should they come up for offer.

After disposing of its iiterest in Stanbic it 1986, Stan-
dard Charter re-entered the SA market earlier, this year.
Although the UK bank does not as yet havd}ad local
banking licence, it caused a stir in bankihg tikcles by
opening up a SA representative office in May.

Chairman Rodney Gaipin indicated that Standard
Charter would be keen on re-establishing ties with Stan-
bic, but did not expect the feeling to be mutual.




| SA must ﬂu away with exchange
| control regulations imposed on

non-residents if it is to attract
long-term capital, says Price
Waterhouse Meyernel national
taxation director Chris Frame.

In a statement, he said the only
way of gaining a net addition to the
economy was to create the right con-
ditions for foreigners to invest.

“Our economy is being run on old
money, industry is operating on a
capital base that is far too narrow
and we are in desperate need of more
participation by foreign companies.”

Government should also make it
worthwhile for overseas investors to
pump funds into the economy hy
guaranteeing repatriation of income
and capital. SA could not become the
“engine of Africa” if it was shackled
with a paternalistic and restrietive
investment code,

“Once we are totally acceptable to
the rest of Africa we will have a
grand opportunity to be the world’s
springboard for the continent,”
Frame said, © -

SA could not afford to jeopardise
this chance and its economic future
because of a “misgnided desire to

e — —

control our destiny” whole of 1990,
T

,_ ANDREW GILL \

He said no country could exist en-
tirely off its own capital base and
that capital had become a truly inter-
national commodity. SA needed to do
everything possible to attract and en-
courage international capital flows
In a highly competitive environment,
especially with recent developments
in the Eastern Bloe, which had seen
demand for international capital far
exceeding supply. fa

“SA simply cannot afford to lag
behind with trade and investment
liberalisation or it will degenerate
lnto another example of the African
€conomic nightmare,” he said.

Recent capital account flows have
illustrated SA’s daunting long-term
capital position. Although capital
outflows amounted to only R2,9bn in
1990 from R4.3bn in 1989, most of the
improvement came in the form of
short-term, trade-related finance.,

The short-term money is erratic
and can be easily withdrawn, ana-
lysts warn. Long-term capital flow-
ing out of the country in the first six
months of the year amounted to
R900m compared to R1,9bn for the

l—
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! AIRCRAFT chartered by the SA gov-
iment will fly to Kinshasa today to evac-
te about 50 South Africans still in trou-
xd Zaire.
A second planeload of Belgian nationals
s expected in SA last night, while an-
\er aircraft with about 55 Belgians, Ital-
1s and Uruguayans on board was expect-
to fly to Jan Smuts Airport after landing
Harare. At ,
Foreign Affairs said yesterday a char-
red Safair flight would leave Johannes-
irg early this morning and was expected
return with the SA nationals late this

A1 ab
afternoon. The departme all South
Africans in Zaire were safe and accounted
for. -

A branch of SA’s Metro Cash and Carry
wholesalers, established in Kinshasa about
a year ago, was helieved to have been Joot-
ed and burnt by soldiers during rioting in

yovt charters m:.o“.mm@m 0 fl

~ the capital,

An SA Foreign ﬂmnm,. Organisation

., spokesman said SA companies had “put the
brakes” on trade with Zaire.} a8

Sapa-Reuter reports that foreign troops
restored calm to Kinshasa yesterday after
‘two days of riots and looting kilied at least

Kinshasaso+) T

y-Sout.

30 people.
The government clamped an overnight

curfew on the devastated city.

France and Belgium, former colonial
rulers, flew in hundreds of troops to pro-
tect their nationals, whose homes and busi-
nesses were stripped bare by mobs led by

. mutinous soldiers angered by low pay.

The French Foreign Ministry said some
of the troops were being redeployed to pro-
tect foreigners in the copper-rich Shaba
province in the south.

———————
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An SA Foreign Affairs spokesman said
some South Africans were holed up in the
residence of SA’s Zaire representative,
Herman Hanekom.

He said a skeleton staff would remain in
Zaire to monitor the situation and run SA
offices.

Foreign Affairs said it was in telephone
contact with Hanekom, although it was dif-
ficult to get through.

A Safto spokesman said most SA traders
and mining equipment suppliers had sus-
pended dealings with Zaire since violence
broke out on Monday and were waiting to

-

see what happened in the country.

Zaire is SA's second biggest trading
partner in Africa, after Zimbabwe.

Safte Africa Trade Intelligence Organi-
sation _“.m.”.mn Andrew Maggs said most SA
business in Zaire revolved around the cop-

per mining industry and was concentrated
in the south of the country.

SA companies were a major supplier of
mining equipment, foodstuffs, pharma-
ceuticals and other goods to Zaire’s mining
parastatal Gecamines, but had “put on the
brakes” until the situation stabilised,

[JTo Page 2 i
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Foreign

1p, capital

b
RENEWED Vviolence on t j el
and bearish producer inflation
figures released last week have
failed to have a negative impact

on normally hypersensitive cap-
ital market rates, because of con-
sistent foreign support.

Perplexed local dealers had feared
a heavy foreign sell-off in the wake of
the violence that started on Sunday

- last week, but the dumping failed to
materialise,

Rates actually sirengthened by
five points over the week, with deal-
ers reporting relatively strong de-
mand in a market with few sellers.

Locally, long-standing bearishness
was fuelled by the violence and the
uptick in producer inflation but for-
eigners appeared to shrug off the un-
rest.

Dealers said foreign investors
seemed to have become accustomed

to the fighting and were more confi-
dent than local investors about the
country’s future.

A fqreigner who 1nvested 1n gilis
during the rush on the market in 1988
and 1989 would have recovered all
capital investment by next year
through dividends alone because of
returns in excess of 25%.

As a result, the attractive risk of
SA gilts still lured foreign investors
. despite crumbling yields since the
financial rand started its rally last
year.

Also, with the current bear market
standing at 1,5 percentage points,
there is said to be Iimited scope for
any further major hike in rates de-
spite the poor outlook for a cut in
official rates

Added to this was the limited bor-
rowing requirements of major play-

support

%aé]éet

ers at the moment and the hkelihood
that many of them would be partly
funding themselves on overseas mar-
kets, leaving a shortage of paper on
the market

1 Citing township clashes and wor-
ries that US pension funds might
withdraw business, two international
fund management groups have
dropped plans to launch funds invest-
ing in SA shares, says a report 1n the
Financial Times. ‘

Genesis Investment Management
has decided not to proceed with a
fund investing 1n second-tler SA
stocks and shares in other southern
African countries.

Baring Securities had discussed the
launching of a South Africa fund in
conjunction with WUAL Merchant
Bank. It shelved the plan because of
worries that Baring Asset Manage-
ment, its fund management arm,
would tese valuable US state pension
fund business, the report stated

Graphie FIONAKRISCH Source |-WET




Europe
for SA"

SA RE-ENTERED European capital mar-
kets with a bang yesterday as investors
scrambled to get in on government’s five-
year bond issue, prompting‘authorities to
Increase it from DM300m to DM400m.

Government’s first public issue since
1985, launched yesterday morning, aimed
for the upper range of DM250m-DM300m.

Finance Department director-general
Gerhard Croeser said the “overwhelming-
ly positive reception” that the issue re-
ceived had prompted. the department to
increase it,.by DM100m.

Demand was reflected in the bonds trad-
ing well above the par issue of 100%. After
coming Ini at just over 101%, the issue
dropped back to 100,80% as the extra
DM109m was added. It bounced back to
101,05% hefore closing at 100,9%.

A spokesman for the Frankfurt-based
Deutsche Bank, which lead-managed the
deal, said last night that the first day’s
trading had been “very good”. - . .

Among the group co-managers are
major financial institutions from several
European countries, believed to include
Swiss Bank Corporation, Paribas and
Kleinwort* Benson, .

A Finance Department spokesman said
although resy-onse to the “roadshow’ which
went to ‘European financial capitals last

Bond issué®'” "7 H_(_ 1

an important phase in the normalisation of
SA’s borrowings on the international
capital markets.

He said the issue would “contribute to
meeting the increasing socio-economic de-
mands in SA and the backlog of services
for a fast-growing population”.

Bond analyst Jon Bergtheil, of London
stockbrokers James Capel, said- “It has
been a successful issue. It seems popular.”

The coupon rate on the five-year issue
was 10,5% a year payable in October.
Bergtheil said the 10,5% coupon was at-
tractive to European investors because it
was well above the 8,4% on German gov-
ernment bonds.

Although there were still “country
risks”, he said the rate was a “very nice

fimental ta the hegotiation procesyw-~

ANDREW GILL )
and KIN BENTLEY DN

month had been encouraging, a' conferva-
tive issue of DM300m had been decided &n
because of the risk of a failure after six
years out of the market. - ' % .
The good response, he said, “shows that
financial institutions are regaining faith in
SA and that the end of the debt standstill is
closer”, . by e
Croeser said in a statement the DM400m
issue would boost SA’s reservéy Tby
DM200m, after refinancing the DM200m
loan falling due in mid-December secs-
The R335m boost to reserves wouldtas-
sist in financing the Exchequer in 1933792,
he said. The issue had been sold td%lives-
tors as one with a social investmenteangie.
This followed criticism of the iSsugdy
the ANC, which claimed the money “eowld

pasily be diverted to unstated projedfEaa:-

~ Croeser said it was “especially hearien-
ing” that foreign investors were rédcting
50 positively to the re-entry into the mar-
ket. This represented an expression Hf con-
fidence in SA’s conduet of both its foreign
financial relations and its domestie ‘&co-

nomic policies. It could also be regarded as
O To Page 2 .

&)

reward” considering the low currency risk,
because SA had proved it paid its debts.

“Although this issue eases the balance of
payments position somewhat further, SA
nonetheless remains subject to the Third
Interim Debt Arrangement. Although new
foreign funds are becoming available and
can make an important contribution to
economic growth and development, the fis-
cal and monetary authorities are commt-
ted to an orderly and cautious approach in
entering international financial markets.”

With total external debt now equivalent
to 70,2% of annual export earnings, and the
debt service ratio down to 7,1%, or a little
under 20% of GDP, SA could indeed be
considered under-borrowed in internation-
al terms, Croeser said. *
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N LONDON they are saying
half seriously that Peter
Grant’s biggest mistake was
never to have applied for a job
with Britain’s diplomatic

service.

If he had, Sun Life’'s chairman

might not have wasted years of fight-
ing Donald Gordon and Liberty Life
— Years which could have been ysed
to develop Sun Life’s insurance bus)-
ness in co-operation with Gordon
rather than frittered away in a futile
attempt to keep at bay the man some
quality British dailies once viewed
as a South African upstart.
The diplomatic story, told only
half in jest, is that after some stiff
aptitude tests, short-listed diplomat-
ic service candidates are invited to
the famous country house weekend
for final vetting.

Everyone by that stage knows
which knife or wine glass to use. Rut
the clinching probe is the question:
“What do you think of the French?”
Britain’s diplomatic service js
hooked on chauvinists, even though
the French themselves invented and
gave new meaning to the word. The
correct answer is reputedly: “They
let us down in 1940, And they dumped
the Germans in 1944.”

hich neatly sums up the
French pragmatism which Peter
Grant overlooked in 1988 when he
enlisted Union des Assurances de
Paris (UAP) as the white knight to
defeat the Gordon dragon. UAP
might have been the idea] partner if
Grant had not underestimated Gor-
don’s deggedness or the French com-
pany’s own ambitions. UAP’s size
was no deterrent te Gordon, Rather,
he saw it as an opportunity in the
vast corperate chess game in which
he revels. Grant's Strategy was
played out reactively; every move of
Gordon’s seems to have been made
with the next three in mind.

Though UAP is quoted on the Paris
Bourse, it is controlled by the French
government. It is France’s largest
insurance group, straddling the
French economy much as 0]d Mutu.-
al does here. One measure of its Size
is its French property portfolio,

worth about £8bn at the last count,
about the same as the £74bn total
assets Sun Life had at the end of 1994.

Grant hoped to cut a deal with

UAP which would have diluted
Liberty’s 298% stake in Sun Life
(held through TtansAtlantic) to a
level of littie inflyence, Gordon and
Liberty blocked the deal. They had
had enough of Grant’s bleats to Lon-
don’s old-schooj-tie brigade which
for years excluded nop-U interiop-
ers. Gordon was confident he and
Liberty could make 2 valuable skil]s
contribution to a Sun Life flounder-
Ing under Grant’s narrowly focused
management. And he certainly did
not intend his ambitions to be
thwarted by Grant’s transparent
efforts to protect his own position.

This was when pragmatic French
self-interest manifested itself. The
French had no hang ups about Gor-
don’s provenance — apd they saw an
alliance with him as a way into Brit-
ain. For his part, Gordon saw in UAP
a prospective partner with the skills
and understanding needed if he was
going to move beyond the confines of
Sun Life and Britain into the vastly
different environment of European
Insurance.

It took less thap a year for UAP
and Liberty to realise they were
better off collaborating than fight-

[ GORDON

ing. They decided that TransAtlantic
and UAP should each initially have
27,7 % shareholdings in Sun Life with
first options to acquire each other’s
shares through g2 Texas auction
mechanism. The holdings of 27.79%
were individually less than the 30%
which would have triggered a full
scale bid for all of Sun Life’s shares,

fend off any other bids for the British
assurer.

London’s attitudes, too, were
changing towards Gordon. They
shifted as political changes here
meant South Africa and South Afri-
can businessmen ceased to be inter-
naticnal pariahs. It was also clear
that Grant’s management was ster-
ile and that Sun Life was slipping
behind some of its more aggressive
competitors,

Nor, with 1992 looming, could Brit-
ain’s takeover regulators have con-
ceivably cooked up an excuse to
prevent UAP from taking over Sun
Life. Gordon and his French allies
cleared that matter up, found that
London’s Takeover Panel had taken
a sensible view of the realities of the
Sun Life control situation and would
not insist that the eombination of the
UAP and TransAtlantic sharehold-
ings would necessarily trigger an
offer to the assurer’s 44% minorities,

Liberty and UAP tied up Sun Alli-
ance’s 3.2-million shareholding in
Sun Life which, together with thejr
existing interests, gave them the
combined 59,9% of Sun Life which
was being placed inside the jointly
controlied Rockleigh Corporation, A
£11,60-a-share offer is being
extended to Sun Life’s minorities,
IMore as a courtesy than in expecta-

tion of attracting many more shares.

Gordon is cagey about his next
moves — at present his mind is on
tidying up 1n London and comijng
home to prepare for the summer
holidays. It has been an exacting
year,

But there are some clues 1n the

official announcement of the Sun
Life deal: “These proposals reflect
the desire of both UAP and Trans-
Atlantic to develop further their
respective investments in Sun Life
while creating a long-term relation-
ship in the financial services and
property fields 1n the United King-
dom, 1n other areas of the English-
speaking world and 1 Continental
Europe where the combined exper-
tise of Sun Life, UAP, TransAtlantic
and the Liberty Life group is expect-
ed to provide significant benefits for
all the parties involved.”
The start is likely to be with
TransAtlantic and Capital & Coun-
ties. TransAtlantic’s war chest has
been boosted by UAP’s £122.5m pur-
chase of 35-million new ordinary
shares as well as 5-million Trans.
Atlantic ords from Liberty's holding
company Conduit. That provides the
seedcorn for a further foray into a
currently depressed or underpriced
UK property market.

ut the real challenge will be to
make up for Sun Life’s years of
enforced stagnation and to develop
the life assurer’s UK and interna-
tional businesses. Peter Grant has
“agreed to continue as chairman of
Sun Life” the offical announcement
says. Face has been saved, and Sun
Life’s chairman is, in any event, near
retirement age. He 1s unlikely to be
an influential player, rather 3 grace-
and-favour figurehead to underscore
the sensitivity of “interlopers” Gor-
don and Liberty to the niceties of
doing business in London,
There have been some long wasted
years since Liberty first estahblished
its stake in Sun Life. Gordon is in no

~ mood to retire yet. He can now confi-

dently leave Liberty in the hands of
the management and systemns he has
installed in Braamfontemn over the
years and concentrate on the inter-
national stage.

but together more than enough to
_.m._.._.mmm/




UK firms warm to SA equities
LONDON — A poll of 110 UK finan- r “IN BENTLEY ]

cial institutions shows that 25% ifi-
vest directly in SA equities. 10,6

inflation in the 19905 was expected to
gmith New Court Securities, Whic continue to run between 10% and
is sponsoring and underwriting 19%. “This is uncomfortably Latin-

placement of the Old Mutual SA American,” wrote the Independent.

il

: The Times said: «pnere is dittle
Fund, said the poll found that 45% of : _
institutions were changing their doubt that the fund is a milestone.

- : Foreign companies are queuing up to
Eé?::t“;iﬁi?;{eg;?;; asaresult of j,ueqtin SA and the launch will set a

Huwevler, “et{nical investors” are leaflhiﬂliﬂéﬁifnf“ﬂggh that SA’S
apparently otill reluctant to buy .
<hares with SA links. growth was expected to revive as the

i3 : : world economy recovered in 1992,
5533111& J{‘;:;E‘f;ﬂ 1 f; Emiﬁzllr;ugi; especially with trade sanctions lifted.

which will provide institutions with Observers believe the massive out-

. . . , flow of the 1980s may have turned to
an opportunity to invest in blue ¢hip  antral or a fractingal inflow.”

shares and “well-manage - oy T

R _However, the political sitnation
panies”, is $10 000. &[DW\B‘ %? 1 1 Icuntinued {o overshadow any mar-
C] Reaction in the British Press to'the  ginal improvement in SA'S economic
Old Mutual initiative has beenmixed. prospects. “For {he foreseeable

The Times and The Independent future ... SA invesiment will not be
at predictions that for the squeamish.”

expressed concern
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SA business gears
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PRETORIA — SA business!s are
lengthening their list of contacts in
the Middle East to prepare for an
export offensive once countries of the
region lift sanctions.

Two delegations from 20 com-
panies are due to travel to Egypt and
the Gulf on October 12 and 19 to
revive trade after 17 years of mini-
mal contact with Arab states

SA businessman AB Mahomed
told a conference on Middle East
trade!” “Our time has come. Let’s
maké’it happen.”

Speakers'said SA had to work hard
to cateh up with competitors’ superi-
or knowledge of trade patterns and
culture in an unfamiliar region but
the rewards were great.

They cited an attraction that two
other areas opening to SA, eastern
Europe and Africa, could not match
— trade partners who pay in hard
currency as a matter of course.

Foreign Affairs director-general
Neil van Heerden said: “Bearing in
mind that business (in the Midd]e
Fast) is done in hard currency, it
JEcomes very nearly irresistible.”
.. Sdtto’s’ Martin Smith said Egypt,
tp’e: ‘Uﬂj&éd Arab Emirates, Iran and
Saudi’Arabia would be the target
‘arkdts.’

' ,Cdljnnganies at the conference in-

r
L
L]

%

cluded the Anglo Aniérican Corpora-
tion, Barlow Rand, Tongaat Hulett,
Premier and Tiger Oats as well as
Armscor.

Experts saw food and mineral pro-
ducts as the most promising potential
exports.

Geoffrey Hancock of London-based
Middle East Consultants said the
Arabs recognised there was money to
be made in dealings with SA.

“Arab visitors have been passing
through European and other capitals
seeking visas and introductions to
South African businessmen,” he said.

Visas
A S

Smith said another Middle East at-
traction was the scale of its $128bn in
imports — 15% meore than the former
Soviet bloc’s total and 20 times larger
than Nigeria’s.

In 1989 SA did $246m of trade with
Israel and Turkey, the only Middle
East states among its top 40 trade
partners. Business was heavily in
Pretoria’s favour.,

In addition, SA has for years ex-
ported arms and food secretly to the
Gulf in return for oil,

Speakers said the Arab League
would lift curbs only when the OAU
gave it the go-ahead. — Sapa-Reuter.
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anyone servicing the SA mining industry,

the London Finapcial Tj €s report
the weekend. '7(4%
. The report sai d pick 1

l new corporate stuckbrukersﬁips last

Thursday.

Only SG Warburg’s Rowe and Pitman
and Cazenove came to closé tg rivalling
SNC, which had also pinched Gencor’s
business from James Capel, Rand Mines’
from Laurence Prust and then JCI's from
Willtamns de Broe.

Analysts said yesterday SNC was reap-
ing the reward of sticking with SA com-
panies when its rivals like James Capel
had pulled out in the past two years as
sanctions pressure mounted. * .
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Durr welcomes

mowe tg Euro
- KN @

L.O N — Internatlunallsatinn of
the activities of SA companies
would play a crucial role in the
years ahead as the convergence of
global economic and political in- |
terests determined SA’s future, 8A
ambassador to the UK Kent Durr |
s8id yesterday.

Opening the Edinburgh offices of Sa-
50l Chemicals Europe, he said this
expansion into Kurope came at “a
particularly opportung and mo
mentous period in SA’s political
end economic relations with the
outside world”,

'He was convinced. Sasol's move,
| which follows Qld Mutual’s an-
' nouncement thaf it was to list an
A investment company on the
ondon stock exchange, would *
courage other firms in 8A to move
into this vital market and contrib-
ute to the rengthe ing of (the)
economy” a
Durr said SA was poised to b&come
the “refined oil producing engine of
southern. Africa as ofl refineries
gear up for a massive ex
“into Africa and beyong,

“In 1990 SA exports to Africa soared
to R5,5bn, over the R3bn in exports
the revmuﬂ year” - f

He said a steady stream of applica-
tions had heen received by tlle Re-
serve Bank from torengn banks
wishing to locate in BA and 32
foreign hanks had set up represen-
tative offices, |
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SA’s government should realise it was in
tremendous competition with other areas
for capital and would have to offer better
incentives if it was to attract foreign mon-
ey, Europe and Africa chairman of US-
based multinational Monsanto, Martin
Kallen, said yesterday.

In an interview, he said disincentives like
high tax rates, forex regulations and adminis-
trative structure had to be reviewed, especial-
ly in view of SA’s distant geographical posi-
tion and the relatively small size of the
market.

The company has assets of more than $3bn
and annual net sales of just under $9bn, 42% of
them outside the US.

Sales in SA have grown consistently in

i

| NDREW GILL

recent years, coming close to $300m last year
despite the recession.

Monsante's involvement in SA included ag-
riculture, pharmaceuticals and NutraSweet
but, said Kallen, there was little scope for in-
creased capital investment in the country be-
cause of the relatively small market.

There was little chance of the company us-
ing SA as a springboard to the southern Afri-
can region, partly because of its upmarket
product range and also because of the limited
spending power on the continent.

This was something SA businesses should
take cognisance of when looking for new mar-
kets, he said. They should be looking at indus-
trialised markets rather than the limited

il e -l L
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Only Monsanto’s agricultural arm would be
aiming at other areas on the subcontinent for
expansion, Kallen said.

Foreign investor perceptions about SA were
badly distorted and needed to be addressed.
Violence was a big problem for investors.

Nationalisation fears, however, had taken a
back seat and investors were confident the
recent changes in Eastern Europe and the So-
viet Union had “doused the flames” in SA.

Kallen said there should not be a need for
excessive redistribution policies in the coming
years as balances were redressed.

If government stopped spending money on
unnecessary projects and cut down on sectors
like defence spending, the money could be put
to use in social investments.




ra A IS COMING back in from
@, the financial cold. Finance
B officials were welcomed in

# PFrankfurt last week for the
first public issue of government
stock in six years. But SA’s inter-
national financial relations will
not be normal until it gets rid of
the foreign debt standstill.

SA bankers have had informal dis-
cussions with the Reserve Bank
about the possibility of an early deal
to end the debt moratorium, They
are anxious to see the standstill go.

The moratoriuin was the reason
the Reserve Bank stopped them
from holding overseas foreign cur-
rency deposits. The measure forces
SA banks to access international
markets through foreign banks — at
a premium.

With foreign banks set to compete
with SA banks on their home ground,
our bankers are champing at the bit
for full international participation. It
cannot happen with a debt standstiil
in place.

The capital account of the balance
of payments (BoP) would benefit if
the moratorium ended. If net capital
outflows could stop, or even be re-
versed, there would be more savings
available to finance growth. But
even assuming political stability,
foreign bankers and investors would
remain reluctant to commit large
sums of long-term funds to a country
with a standstill. European and Eng-
lish banking authorities require
extra bad debt provisions against
deht defaulters, and bankers are gen-
erally wary of running up too great
an exposure to a country with a
bunch of unhappy creditors.

The foreign debt crisis has pro-
vided SA with some expensive les-
sons. Excessive reliance on short-
term finance saw an impossibly
large amount of debt fall due in 1985
— a situation which will not be al-
lowed to develop again. The Bank is
monitoring maturity structures, and
reports a **substantial
improvement”,

SA’s debt problem, albeit smaller
than that of many other countries,
makes it part of the Third World debt
crisis. The '70s credit spree in Third
World countries led to the crises of

GRETA STEYN

the ’80s. The traditional net capital
flow from developed to developing
nations has reversed as the latter
struggle to service debt and repay
loans. In the ’80s, there was a 75%
fall in living standards in Africa. SA
also saw per capita weaith contract.
Foreign debt is the biggest hurdle
developing countries face, and one
SA still has to clear.

About $6,6bn debt remains caught
in the standstill net, from $14bn when
the moratorium on payments was
announced in September 1985. The
biggest portion of the reduction is
due to conversions into longer term
loans. The Bank notes that “no less”
than $4,7bn had been converted into
long-term loans at the end of last
yvear. This compares with repay-
ments of $29bn and debt-equity
swaps of $700m.

Will the move to turn affected debt
into normal loans bring an early end
to the standstill?

Major banks, including Standard
Chartered (Stancha) and Barclays,
have left huge sums in the net. But is
Stancha’s move to sel up a represen-
tative office in SA a precursor to full
normalisation of relations with SA,
including conversion of standstill
debt?

Some local bankers believe nof.
They expect Stancha’s outlook to be
strictly short-term. Under the Third
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Interim Arrangements, creditors
have to wait seven-and-a-half years
from the date of conversion for the
first capital redemption. In the
meantime, up to December 1993,
they will continue to receive interest
as well as the small amounts payable
on debt inside the net. The message
from some foreign creditors is that it
is too long to wait.

SA probably lengthened the wait
for repayment under the third
conversion option to achieve an even
spread of foreign debt maturities.
Conversions in terms of the first two

Total foreign debt at current
$ biltion exchange rates
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fl.':nmin team
'Té?vz for

Za b1 soon

MATTHEW CURTIN

GENMIN, the mining arm
of the Gencor group, was
putting together a team of
genluglsts to Investigate
various mining opportuni-
ties in Zambia, a source
close to the company said
yesterday.

He said the team would
leave later this month.

The move was a follow-
up to last week’s visit to
Zambia by Genmin chair-
man Brian Gilbertson,
finance CE Philip Rade-
meyer and mineral re-
sources CE John
Raubenheimer.

Y Ener

neth Kaunda, who hosted
the visit, told Gilbertson the
SA business community
should invest in Zambia, a
country which showed non-
racialism could work.

Reuter reported earlier
this year that Zambia
would have a permanent
SA trade mission stationed
in Lusaka by the end of the
year.

Genmin’s move comes at
a time when Gencor, princi-
pally through its energy
division Engen, is working
hard to take advantage of
new markets opening up in
Africa.

Engen MD Rob Angel
said last month that Engen
was well placed to compete
with the wurld’s biggest oil
companies like Mobil,
Shell, BP and Chevron,
which were established on
the confinent.

He said export voiumes
to Africa would treble this
year.
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Bid to scale up foreign investment

gloav) 1119/

PRESIDENT F W de / Klerk, Nelson
Mandela and Mangosuthu Buthelezi
are being invited to address the
world’s business and financial leaders
at a conference early next irear which
is designed to trigger arge-scale
iilftqrnatiﬂnal investment in southern
rica.

The conference at Davos, Switzerland,
will give the leaders the opportunity to
meet the CEOs of the world’s most influen-
tial business, financial and aid institutions.

1t is intended to highlight southern
Africa as a potentially lucrative invest-
ment region in competition with Eastern
Europe and Latin America.

The organiser of the conference is the
Swiss-based World Economic Forum, a
non-profit organisation whose mission is to
promote contact between its 700 member
companies, which include the world’s lead-
ing multinational corporations, and the
world’s political leaders.

The forum’s Africa manager Frederic

Sicre visited SA at the .weekend to brief
1ocal political ergapisations and to setup a
| preliminary investment conference in
~-Suiitzeriand riext Zoonth.
’f Although the attendance of the three
leaders at the Davos conference is still
being secured, representatives of govern-
ment, the ANC and Inkatha will definitely
attend the preliminary southern Africa in-
vestment, conierence in Geneva.

The October conference will be attended
by ‘Economic Co-Ordination and Public
' Enterprises Minister Dawie de Villiers,
ANC international affairs head Thabo

--—-———Il—‘

PATRICK BULGER

Mbeki, an Inkatha representative and De-
velopment Bank of Southern Africa chair-
man Simon Brand.

Other participants will be government
ministers from southern African corniries
and Southern African Development Co-Or-
dinating Conference chairman Simba
Makhoni.

Sicre said Mandela would be hriefed
about the conference over the next few
days and that negotiations were in pro-
press to finalise the participation of De
Klerk and Buthelezi.

The October conference will concen-
trate on southern Africa’s investment po-
tential in the light of political develop-
ments in SA and other southern African
countries. Sicre said the conference would
target business opportunities in southern
Africa.

The meeting will focus on the new politi-
cal order in SA, whether the southern Afri-
can region can become a major world
economic player, who will shape SA’S
future business environment, business
strategies for kick-starting the SA eco-
nomy and regionai strategies for long-
term growth. oo

1t will be attended by about 150 senior
executives from the US, Europe and Asia.

“Judging from the response we are hav-
ing from the international community vis-
a-vis this upcoming forum, we hope to be
able to reinforce the co-ordination and co-
operation schemes already drawn up for
the regional context by establishing great-
er economic coloperation at the highest
level,” Sicre said.

— -




y

‘seen as
ment

/gaﬁy C!ule trading zone

Angola

o .
inves;
By Ramsay Milne .
Star Foreign Service

NEW YORK — Angola

- “and Zimbabwe are likely

to join South Africa in

- the next decade as the

.

primary targets for for-
eign investors tapping

"]. into the African conti-
'~} - nent, according to a wide

._i.--.!-l-n-nl..ﬁ-l——-ll-q.

range of US investment
experts and business-

« en.
*  Quoted extensively in

—

¥

the US Journal of Com-
“merce, an authoritative
industrial and commer-
cial publication with
semi-official links in
Washington, the experts
believe that South Afri-
"ca, southern Africa’s
most industrialized na-

tion, would serve as the

. “economic engine” for

the region, with its

\ wealth of natural re-

sources and a potential

- market of 150 million

r
i

I
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CONSUMers.
™ Trading bloc
- Already loosely

aligned into a mix of ec-

onomic and political

partnerships, southern

" Africa could eventually

produce Africa’s first

" significant trading bloc,

according to the experts
quoted in the report,
most of whom represent
major US corporations
or investment institu-
tions.

South Africa would
make a starting-off point
for the area, says Wil-
liam Moses, a research
analyst at the Investor
Responsibility Research
Centre in Washington.
“It’s like companies
using Vienna to take ad-
vantage of Eastern Eu-
rope.”

Millard Arnold, a se-
nior associate with the

| Carnegie Endowment for

International Peace,

1111 7
arge

T

that could emerge in a
post-apartheid Africa
would encompass South
Africa, Mozambique and
the 18 current members
of the Preferential Trade
Area. '

The group was started
by the Organisation for
African Unity about 10
years age to promoie
trade in the region,

Its members are An-
gola, Botswana, Burundi,
the Comoros, Djibouti,
Ethiopia, Kenya, Le-
sotho, Madagascar, Ma-
lawi, Mauritius, Rwanda,
Somalia, Swaziland, Tan-
zania, Uganda, Zambia
and Zimhabwe.

Fairly free

Another possibility
was for Mozambique and
Zimbabwe to join the
Southern African Cus-
toms Union, which al-
ready allows for fairly
free trade among its five
member countries, Mr
Arnold says. -

This would give goods
entering Mozambique’s
ports improved access {0
South African consum-
ers.

But, Mr Arnold warns,
the region has a long
way to go before it is
able to set up a trad-
ing bloc that would help
foreign investors.

Nonetheless, even
though the area would
not be economically vi-
able for five to 10 years,
US investors should be
looking at the area now
to remain competitive.

“US companies are un-
familiar with Africa and
don’t see the niches to
be carved out of it, as
Furopeans do,” he says. .

“It takes two to three
years to be up and run-
ning. By the time we get
there, it may be too
late.”




. FRANKFURT - Interna-
tional investors appear
ready to return to South
Africa, but some bankers
said at a conference on
Tuesday that worries per-
sist about its political and
economic outlook.

“At the moment bankers
are flooding the country,”
said Caspar von Hauenschild,
head of Bayerische Vereins-
bank’s International division.

SA business and political
leaders addressing the con-
ference expressed confidence
that SA would remain on
course with its market orient-
ed policies.

But some said at the one-
day conference, “South Africa
— Open for Business”, that
doubts about the nation's po-
litical future were causing
banks to consider it a greater
risk than less economicaily
developed countries.

Mr Von Hauenschild said
the perception of risk asso-
ciated with SA was forcing
the country to pay the highest
premiums on its international
debt. Also, bankers noted that
international bank lending to
SA was currently concentrat-
ed in the short-term — most
loans carried maturities of
one year or less.

Stephen Denning, director
of the World Bank’s South
Africa division, said the bank
was prepared to resume lend-
ing to SA, but only with in-
ternational consensus.

Last month SA launched its
first public bond issue in six
years — a Dm 400 million
five-year issue — ending a
self-imposed exile from pub-
lic capital markets which

began in 1985. The deal was .

lead-managed by Deutsche
Bank.

“The comeback was expen-
sive . .. they had to pay 200 to
250 basis points above what
German federal bonds pay,”
Mr von Hauenschild said.

Investors’ concerns have

rE—

rnsy
view of SA ecunomy

Dr Gerrlt Vlljuen
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Thabn Mbekl :
Isation must be an option.

been fuelled recently because
of fresh talk from Nelson
Mandela and the ANC about
the possibility of nationalisa-
tion, as well as the renegotia-
tion of loans.

“This (ANC reaction) was
almost to be expected after
the strong subscription to the
new bond,” said Conrad
Strauss, managing director of
SA’s Standard Bank Group.

The SA bond, launched on
September 19, was originally
for Dm 300 million, but the
demand was so strong it was
raised to Dm 400 miilion four
hours into trading.

At a press conference in
Frankfurt yesterday, Minis-
ter of Constitutional Develop-
ment Dr Gerrit Viljoen ac-
cused the ANC of sticking to
its “unfortunate” economic
policy demands “in order to

ek N —

strengthen their negotiating
position”.

ANC secretary for interna-
tional affairs Thabo Mbeki
did not respond to the charge,
but he stressed the ANC posi-
tion that a fairer distribution
of wealth had to occur in any
new SA and that nationalisa-
tion must remain an option.

Mr Mbeki also warned the
SA Government not to negoti-
ate any new loans or other
forms of credit during “this
transitional phase”. Such
agreements would have to be
renegotiated by a new gov-
ernment, he insisted.

Gmng a rosy view of the
South African economy, Dr
Viljoen said a “sound, modern
econnmy“ had been built de-
spite the “handicap of apart-

heid”
The present Government

recognised the dire need for
priurity channelling of funds
to support the poor and disad-
vantaged, but, he added, “we
believe in redlstrlbutwn
through growth, not in the bi-
zarre concept of growth
through redistribution”.

Pressed to state specifical-
ly how the ANC stood on the
question of nationalisation,
Mr Mbeki said: “There is a
whole series of political
issues to be discussed. One of
them is what do we do about
the issue of this over-distribu-
tion of wealth. One of the op-
tions we have to look at is na-
tionalisation. But privatisa-
tion is also an option.”

Speakers at the conference
said that while the longer-
term outlook for SA’s econ-
omy was positive, complete
removal of international eco-
nomic sanctions and strict
adherence to market oriented
policies were essential.

“If sanctions do not disap-
pear we will be faced with
the inevitability of having to
abort the recovery of the
South African economy,” Dr
Strauss said, — Star Foreign
Service and Sapa-Reuter.
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GOVERNMENT was giving:

serious consideration to of-
fering investment packages
to foreign investors, said De-
partment bf Trade and Indus-
try director general Stef
Naude.

Mr Naude told the Afri-
kaanse Handelsinstituut in
Port Elizabeth that growing
international competition for
investment funds made it ne-
cessary to consider long-
term industrial investmen
incentives.

% 11}

Mr Naude said suth incen-
tives existed in many coun-
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tries around the world and
were very attractive.

Mr Naude added: “South
Africans must not be naive.
The lifting of sanctions will
not see investors just flood-
ing back.

“In 1989 direct foreign in-
vestment totalled R200-bil-
lion, but only R30-billion of
this amount went to develop-
ing countries. The rest was
invested in the so-called Tri-
ad, comprising he European
Community, the United
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| DIRK TIEMANN at the AHI conference . 2

trans-nationals were invest-
in

, “.Deveiuping countries run
States and the Far Eﬂi@»e risk of being left in the

Mr Naude said inves
packages were essential to
swing those “cold” invest-
ment decisions made by
trans-national companies
who needed to be competi-
tive in world markets with a
South African product.

Mr Naude said that the
Triad also dominated direct
investment in most other
countries, leading to a “clus-
tering’” of 30 countries

cold in this process, hence the
importance of developing in-
vestment packages.”

Mr Naude said govern-
ment would soon take a deci-
sion on the Industrial Devel-
opment Report, which called
for a supply side package to
stimulate industry through
lower company tax, higher
savings, realistic exchange
rates, Iower inflation, a disci-
plined workforce, disciplined
government spending and
abolition of the surcharge on
capital goods.

he IDC repori also
recommended that pressure
be exerted on industry to be-
come more competitive. Pro-
tection would gradoally be
reduced and the general ex-
port incentive scheme would

be phased out over the longer
term. XIN

Mr Naude said SA has also

been approached by several
countries for the signing of
bilateral trade agreements.
{Central and Eastern Europ-
ean countries and Latin
America have signed such
ggreements to attract trans-
pational investment.
+ These agreements create a
stable business climate by
addressing issues such as:
conditions of entry into the
local market by foreign in-
yestors; standard treatment
of these investors; transfer
paymernts; compensation in
case of nationalisation: and
settlement of disputes.

‘Mr Naude said his depart-
ment was also aware of the
critical role that technology
played ,in development. A
policy paper had been drawn
up which would go before
gnvenzment SO0N.
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Sunpak to open

SUN Packaging (Sunpak) has disclosed
that it is to relocate certain operations to

the US, giving it greater exposure in the..

@W}this ._emd we will be closer to our markets,”

lucrative American market.

Speaking at the weekend, recently in
stalled chairman lan Willis said Sunpak
wouid establish a facility in Cincinnati in
the US for the manufacture of gynthetic
labels, used mainly for the packagm of
carbonated beverages. eéZb—

Willis said although Sunpak had
lished export markets for these labels in
the face of international competition,
various factors contributed to a loss in the
division for the last financial year.

“We took a hard look at the operation
and, convinced of its potential, decided to
establish a manufacturing facility in the
US. The division contributes about 25% of
sales volumes for Sunpak, and the US mar-
ket represents about 75% of those sales.

“Our technology agreement with Japan-

Sunpak 5v! ]!

the company’s core busmess continued
albeit at a lower rate, He said the move to
| the US would lead to"a “major improve-
ment” in Sunpak’s future profits.

Recent VCM-listing Biopolymers, which
produces polymer for the Sunpak opera-
tion and which has been suffering from
start-up problems, improved on its first-
half performance although it still came in
with a R684 000 net loss. The loss for the
first six months was R508 000.

The combined performance of Sunpak

“al markets to
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ese manufacturers Seklsm allows us to do

illis said. Sunpak currently makes label
paper in SA and pays huge sums to trans-
port it to customers in the US.

Plans are afoot to transfer certain exist-
ing equipment to the US for the establish-
ment of the label facility, while other inter-
national customers will continue to be
supplied from SA.

Willis said the plant’s capital base would
be about $10m, and Holdains would take a
direct stake in the operation. Dy

Sunpak, which is engaged prunanly in
polystyrene packaging, posted a 4,7% rise
in earnings to 17,4c (16,7¢), and left the
dividend unchanged at 8c, off net income of
R9,3m (R9m) for the year {0 end-August.

Willis said demand for white foam trays,

[l To Page 2

@i‘ﬁ/@ Ll From Page 1
and Bio ers resulted in a slight de-

cline in earnmgs for Sunvest, controlled by
Holdains since January, Sunvest, which
holds 50,1% of Sunpak and 58% in Biopo-
lymers, saw earnings dip to 15,8¢c (18,6¢) off
net income of R4,3m (R4,5m).

Willis said he expected the weak trading
conditions in the domestic and internation-
persist. Sunpak closed at
110c, and Sunvest at 105¢ Friday, putting
them on p:e ratings of 83 times and 6,6
times respectively, . -
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4 IN A document likely to allay some
foreign concerns about the economic
ﬁlicies of a future ANC government,

e organisation has outlined a com-
prehensive policy on foreign invest-
ment which guarantees investors their
assets will not be nationalised without
fair compensation.

Designed to attract primarily high-tech-
nology corporations, it also assures foreign
investors that they would be free to repa-
triate profits.

~The policy is contained in a speech
which was to have been delivered by secre-
tary-general Cyril Ramaphosa to an in-
vestment conference in Hong Kong on Fri-
day. Ramaphosa cancelled the trip
because of a family illness. -

The speech is understood to have been
based on a draft policy statement devised
at an ANC-SACP-Cosatu seminar on
foreign investment in Johannesburg last
month, and on consultations with the UN
Centre for Transnational Corporations.
.Parts of the policy are likely to be codified
should an ANC government come tg
power. w Cn e e

The document says the poor state of .
primary commodity markets meant SA
had to diversify its exports into manufac-
turing, and foreign investors would be cru-
cial “in our effort to restructure and regen-
erate the SA economy”.

" Foreign investment would also be criti-
cal as a source of foreign exchange: “We
want to make certain that when our up-
swing begins, as it will when we enter a
democratic era, it is not constrained by

balance of payments problems.”

-— — -
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ANC plan

antee foreign investments against nation-
alisation without fair compensation. More-

remit funds in the appropriate currencies }

N
worker re- 3~\g«:wruernrmae:t:n‘. is a erucial step in the attain-

— for the purpose of repatriating profits,
or purchasing inputs,” it says.

The docurmnent argues t]lat R
“fancy incentive schemes” —

breaks — _
investment would be irrelevant if the right

E where foreign investors w
E

ous, at best.

Y tives was ambigu _
E However, it adds, “highly desirable and

expe
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An ANC pgovernment would, in particu-
lar, encourage stronger links with trans-
national corporations which are the reposi-
tories of advanced technologies and know-
how, and can provide crucial conduits to
international markets. :

The document says the ANC might also
encourage the participation of foreign
firms in labour intensive sectors, but it
expects local capital to be more prominent
there.

It is understood that the ANC and its
allies would be loathe to establish new
regions such as the existing border-areas
where firms are exempt from environmen-
tal, labour and other legislation. However,
they are unlikely summarily to withdraw
existing exemptions for fear of disrupting
local economies.

The document says the most important
way to attract foreign investment is by
creating a general economic climate con-

. dueive to investment, including: strong and
.growing domestic and regional markets;

litical stability; consistent and predict-
able economic policies; and the prospect of *
sustained economic growth. * '~ |

“We are intent on providing all of them
— our emerging economic programme is
designed to achieve these objectives.”

This, it says, would reverse the conse-
quences of misconceived NP ecenomic
policies which provoked a weakening of
foreign investment in SA. N

“We do not hesitate when we say that an
ANC government would be willing to guar-

O] To Page 2

lﬂfé t@ ] From Page 1

we might consider reciprocation for ex-
gort performance or some other form of

g

nomic system «_foreign exchange earning or saving.”

proposes co-ordina-

Africa in respect of foreign investment.
It repeats t%e: ANC view that an interim

ment of foreign investent. :
“Capital will not be cheap or abundant

on international markets during the early

'90g, and there are other strong contenders

Europe, Asia and the Americas.

“Sop:thern Africa will have to prove its
economic soundness before we can really
expect substantial inflows of foreign cap-

ital,” it concludes. |
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ﬁ.w.m adage “trade fol-

lows the flag” is being
rewritten in South
Africa by the business
community to say “the
g follows trade”, says
cob deputy director
eneral Ron ood.

- Developing

! Chambers have long
soeen involved in developing
\irade with foreign coun-
yiries and with new markets

Spening up — particularly .

D the East Bloc — Sacob’s
Jelationship with chambers
un other countries has fa-
cilitated many connections
ch otherwise would not

ve been possible he S48,
Eﬁ:mﬁumn networking
bles interplay with spe-
deific businesses and busi-

reak

@
nessmen.
“An example of this is the

recent bilateral agree-
ments concluded with the

chambers of commerce ip

' the USSR, HEM.P Hungary,

Romania, Belgium, France
and Spain and the contact
Which bas already taken
place between some of
these countries and SA
businessmen,” Haywood
Says.

As chambers are seen to
be non-political, it has been
an easy avenue through
which to open doors into
countries which formally
had no contaet with SA.

“Through  Sacob,”
Haywood says, “SA has
been abie to obtain obsery-
er status in the Preferentiai
Trade Area Federal Cham-
ber of Commerce and In-
dustry, as well as the bysi-

dow

lafq}
ness counell of EC.

“But not only Sacob, as a
voice of business, is in-
volved in opening doors,

“Other business organi-
sations, such as Nafeoc and
Fabeos, are also involved in
these organisations.”

Encouraging

Politicians are no doubt
using the chamber move-
ment and encouraging busi-
bessmen to go into new
countries because business
isunfettered by politics and
€an move about freely, he
S3ys.

forging new ties, Business
and frade is an invisible
support system (o the gen-

the old

eral pub ut among busi+
nessmen it is 4 viable com-
munication source to the
greater business commun-
ity.

Rﬁnmm of this takes into
account the invaluable pub-
licity, public relations ef-
fort and Press coverage
given SA by such delega-
tions and forays into
foreign markets,” Haywood
gays.

The primary interest in
making contact with busi-
nessmen in foreign coun-
tries is to develop trade,
identify investment oppor-
tunities, set up joint ven-
tures and exchange techni.
cal information.

“This is particularly so
for African countries as
they see SA as understand-
ing the African needs and
having developed techno-

barri

conditions,” he says.

The latest in the long Line
of delegations going abroad
to take advantage of warm-
ing relations with SA were
delegations from the cham-
bers of commerce in Cape
Town and Durban.

Both tours have gone to
Europe,

Visited

Earlier this year, Sacob,
with the Department of
Trade and Industry and the
Afrikaanse Handelsinsti-
tunt and various business-
men visited the Soviet
Urion, Humngary and
Czechoslovakia,

Sacob director general
Raymond Parsons visited
Australia and OQsio,

While in Sydney, Parsons

cob
3

aw the establishment
of yet another link in the
chamber movement, the
Australian/SA Chamber of
Commerce, which added to
the numbers of bilateral
chambers of commerce al- -
ready existing, such as the
ROC/SA Chamber of Com-
merce and, says Haywood,
another such chamber will
be established soon.

Foreign delegations to
SA have been swinging
through Sacob’s doors at an
astounding rate since the
emergence of the “new* SA,
Haywood says.

“We received 59 delega-
tions in the first five
months of this year, includ-
ing British, French, Canadi-
an, Finnish, numerous Afri-
can countries, the entire
Bast bloc and even Red
China.”

QUALITY BANKING ISN°'T MERELY
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Meeting to

.i ﬂﬁib"t L

ggor

The R280million interna-
tibnal loan meeting organ-
by the Independent De-

' lnpm% Trust is set to go

aljead® §espite rumours tae
A (%f&!’ﬂ posed to the issue.

spokesman for US mer-
chang, bank JP Morgan,
which.js leading the loan
issue, jold Reuters in London
yesterday the bank and the
IDT were proceeding with
its European meeting to woo
potential investors.
Speculation at the IMF
meeting in Bangkok was that
the bond issue could be
shelved after a JP Morgan
spokesman on Tuesday said
there was doubt whether the
European meetings were
still on after the ANC ap-

o forel
ahead>

parently withdrew support.

The IDT issue was said to
carry ANC’s president Nel-
son Mandela’s stamp of ap-
proval. However, there is un-
derstood to be opposition
from certain quarters in the
ANC to all new financial
loans to SA. e

JP Morgan officials said
the IDT bond would be spent
on projects such as schools,
water schemes and health
care. o

48

1

@ Finance Minister Barend
du Plessis met the leading
Soviet economics official,
Grigory Yavlinsky,-at the
IMF meeting in Bangkok
today, Magnus Heystek re-
ports. ot FaRd

No details of %ﬁe content
of the meeting were re-
leased. Yo




Visiting UK businessmen

BRITISH business is quietly
optimistic on South Africa’s
political outlook.

This is the message from
David Chambers, leader of the
Leicestershire Chamber of
Commerce & Industry trade
mission currently visiting
South Africa.

«] have urged. my own col-
leagues on this mission to de-
velop and maintain local out-
lets> distributors and connec-
tions and not delude them-
selves by believing they can

serve this market from behind
a desk in the UK. Equally, I
would ask South African indus-
trialists to recognise that
many British companies can
bring more efficient and prod-
uctive ideas to help your in-
dustry and economy and to
give a fair hearing to the pre-
sentation of these ideas.”
Sra 2o \\P\AY

. Mr Chambers says that 1n
addition to expanding trade
ties with South Africa, his mis-
sion could well pursue invest

are hopeful &>

ment opportunities here,
“though these would take ti
to come to fruition”. @
He says several of the -
sion’s members view South
Africa as a springboard to
markets elsewhere in Africa.
The mission’s members are
involved in businesses ranging
from systems for waste water
treatment and industrial dust
control equipment through to
auto accessories, educational

books and textile and knitting
machinery.
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VISITING Soviet MP Iosef Kobzon
has suggested joint venture schemes
between Soviet and SA companies as
a means of circumventing his coun-
try's severe foreign exchange mbsn.
age. [ o)y 21 &Ow&

SA companies investigating busi-
ness prospects in the Soviet Union
recently were discouraged by the So-

Kobzon said So mpanies
. tended to offer barter deals as access

, to foreign currency was limited.
" The main purpose of his visit was

viets’ inability to pay cash for good
and services. ﬁ ww@mwb
vigt o

sonnel and high-tech equipment.

2{0%) 26 ][
MP proposes Soviet-SA ventures

_ DAVE LOURENS —

to gather information on various
bitsiness sectors to determine which
were viabhle a for Soviet-SA co-

operation.

the medical and health care industry,
as well as the pharmaceutical indus-
try. There was also the possibility of
establishing direct air links between
Moscow and Johannesburg.

He foresaw tremendous opportuni- Kobzon is hoping meet ANC presi-
ties for joint ventures in the mining dent Nelson Mandela to hear his

sector. Soviet companies could pro- ~ Vi€Ws on sanctions.

vide land and mining rights, and SA He said unti! the economic boycott

companies could bring in skilled per~ « was officially relaxed, Soviet trade

* with SA would have to be on a small
scale.

Other promising sectors included

BUSINESS DAY, Monday, October 21 1991 5

b s

Soviet Union WP losif Kobzon in Johannesburg last week.
Picture: CATHERINE RAGSS




COMPANIES

Sasfin starts expansion into Africa

TRADE and equipment financing group
Sasfin is well positioned to take advantage
of new trade opportunities in southern
Africa, chairman Martin Glatt said in hi
. 1991 annual review. & [ AL té ‘hll?

Glatt said an expected dfop il interest
rates next year combined with growing
trade opportunities in southern Africa had
motivated the group’s expansion into
Africa. Sasfin has established a wholly
owned subsidiary Sasfin (Central Africa) in
Malawi to eo-ordinate two-way trade.

The group also opened an equipment
financing office in Cape Town and ac-
quired ;Pechrent Natal, an equipment fi-
nancing brokerage.

Glatt,gaid the group was now concen-
trating on equipment financing rather than

——

‘ SEAN VAN ZYL I

providing a mere broking service m.mgtal
ment finance deals.

The group recently concl ota-
tion of SA’s second securitisation issue in
conjunction with the Discount House
Group. Glatt said the group was “particu-
larly proud” of the first issue, housed b
Sasfin’s Asset Securitisation (SAS).@

Sasfin has achieved an annual cnmpnunﬂ)
growth in earnings of 36,8% over the past
seven years and enjoyed a compound
growth rate of 24,3% since its listing in
1987. The group disclosed a 20% increase in
earnings to 21,3¢ (1990: 17,7c) a share for
the year ended June.

e
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LLOYD’S @ £

A mite contrite asle} 4

David Coleridge, making the first official
visit to SA by a chairman of Lloyd’s of
London, this week faced a group of Johan-
nesburg “Names’ -— about 25 of whom have
been taking substantial losses in the London
insurance market.

“Obviously, all I can say is that I am
deeply unhappy,” Coleridge told the FM
before the meeting. “It’s trite to be contrite
but it’s unfortunate that this group com-
prises mostly people who were recruited to
excess risk syndicates and also that they
joined recently, so did not enjoy the profits
that went before.”

Until 1988, when Lloyd’s current run of
catastrophes started, the market had enjoyed
20 uninterrupted years of profits,

The day before the meeting, a group of 64
US investors filed suit against Lloyd’s in
New York, claiming the market broke feder-
al racketeering laws by inducing them to buy
securitics and misrepresenting the risks.
That charge — and any other — will be
stoutly defended, says Coleridge.

But there’s no doubt Lloyd’s is taking a
media pounding. Coleridge is resigned about
the intolerant media coverage and tells the
FM that “professional Lloyd’s-watchers™ in
the London media have been reasonably fair

about Lloyd’s problems. When human inter-
est stories involving the rich becoming poor
emerged, the gossip columnists, with no un-
derstanding of the market, became interest-
ed. “But we can’t write our own press.”
The debacle of the past three underwriting
years has again brought into question the

issue of Names’ unlimited liability. If they

—

are in the wrong syndicates, Théy can be
called on for their last cent to pay claims.

Some, Coleridge feels, brought disaster on
themselves by seeking out syndicates that
had earned large profits earlier and, almost
by definition, were likely to be high risk and
vulnerable to the series of catastrophes for
which Lioyd’s has been picking up the bills.

Yet a task group is considering ways of
ameliorating potential individual hardship.

The principle of unlimited liability will
probably continue, Coleridge feels. Without
pre-empting the findings of the group, which
reports early next year, he feels a formula
might emerge that puts a cap on an individ-
ual member’s losses (a very high percentage
of the premiums written), with the excess
being “mutualised” across all other mem-
bers of the society.

He is emphatic that the liability exposure
will remain high. “If you play around with
the unlimited liability pillar, at some stage,
Lloyd’s would have to become incorporated
and we’d end up no better than an ordinary
insurance company. In fact, we could end as
no better than a rather indifferent insurance
company,”’

In the US, he emphasises, Lloyd’s is al-
lowed to trade with special privileges, which
would disappear were liability ever limited.

While sympathising with Names who lost
their fortunes, Coleridge is not so tolerant of
those who deliberately joined high-risk syn-
dicates. “Some put themselves with not one
or two excess risk syndicates, but up to six.”
Their problems, arising {rom the catastrophe
sequence, were compounded by Lloyd’s deci-
sion to increase reserves by more than £1bn,
to provide against pollution claims in the US.

There has been criticism of the rewards
earned by underwriters to seme of the loss-
making syndicates. Coleridge implicitly
agrees. He favours a return to a system
where the members’ agent agrees a modest
salary for the underwriter, plus profit share.
In recent years, he says, underwriters’ sala-
ries have gone to totaily unrealistic levels.
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LEADING Japanese business groups are
investigating billlon rand capital projects
in SA and Africa, the Department of Trade
and Industry has disclosed.

A DTT official said Japanese business
groups which had established contacts
with his department were investigating
several different SA projects that could be
of interest to them.

Japanese investors were also consider-
ing capital projects in African countries in
which Japan would be a major contractor
andSAa .':Bnr sub-contractor, tl:z uff/cial

ub
said. g 287]0
“A large Japanese group recently ten-

dered in an African country on the basis
' that a South African engineering company
would be the main contractor.

“Our trans
structure an

rt network, financial infra-
knowledge of the southern

Japan looks at SA projects

] LESLEY LAMBERT |

Africa with its sophisticated financlal sec-
tor will play a major role in decisions on
investments in Africa by Japanese, Europ-
ean and American companies,” he said.

While no specific incentlves were
planned for Japanese investors, the DTI
sald it belleved SA could play a role in

Japan’s aggressive "globalisa policy”
of foreign investtnent.

However, there 1s some ern in the
local industrial sector that Japan may con-

tinue to view SA as a provider of raw
materials and be unwilling to invest in

local projects to beneficiate raw materi-
SRS D)

In the mean ~Japane cials in
SA have warned that their countrymen

African matket should offer signifiéant ad-  Wwill be hesitant to invest here if nationali-
vantages to Japanese businessmen. sation remains a threat.
‘“The Importance of a base like South Comment: Page 8
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re ional role on cards
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E’~- ‘A regional conference'todi SA’s very
sensitive role'in the region is a “distinct possibility”, says
Foreign Affairs deputy director for Africa Derek Auret.

Atiret, who was appointed to his post recently, said it
was not clear when such a conference would take place.

But discussions on SA’s role in the region were neces-
sary to combat fears of SA domination and to gear SA’s
integration accordingly, he said in an interview.

Auret is on a trip to Ivory Coast and Senegal, principal-
ly to introduce himself, and he also visited Cameroon.

He was warmly welcomed to the Cameroon capital by
a variety of ministers and during meetings was assured
visas for South Africans would be issued speedily.

Auret emphasised that although SA was currently a
“sexy topic” in Africa, his department would engage in
its own version of US negotiator Chester Crocker’s ‘quiet
dipiomacy”. * ¢ AR TS S

But the barriers to SA were coming down "very, very
fast” and expectations were high, he said, © ~

“This is not surprising. What we ‘are seeing is the
coming to fruition of something that has been latent for
some time.”

Sapa reports that Organisation for European Co-
operation’ and Development executive director .Jean
Bonvin said on Tuesday that Africa would have to attract
foreign private investment and generate its own invest-
ment to survive, S

Speaking at the All Africa Sidco 91 conference in
Youande on Tuesday, Bonvin said the continent had seen
private foreign investment halve in the last decade while
it had doubled in Asian countries.




By Sven Lunsche -
. Star Africa Service @

YAOUNDE — South Africa will
have to dampen the high expec-
tations African countries have of
the role it can play in lifting the
continent’s stagnating economies,
says Derek Auret, a senior South
African diplomat.

Noting that South Africa was al-
ready trading with nearly all Afri-
can countries, Mr Auret, the Depu-
ty Director-General of Foreign Af-
fairs with responsibility for Africa,
said talks with various African
countries were largely focussed on
economic interactions.

“The idea of a more formalised
structure for inter-African trade is
very much under discussion and
there 1s a lot of talk that South
African can be the driving force
behind such a configuration,” he
said In an interview during the all-
Africa trade conference here.

st not expect too

“Through the contacts we are

having now we must stress the

need for bilateral relations and
that we have no desire to domi-
nate the region economically.”

Mr Auret, who was appointed
to his present post a few months
ago, 1s leading a delegation in a
visit to four West African coun-
tries — Senegal, Ivory Coast, Cape
Verde and Cameroon — in what he
described as an introductory visit.

Trade plan

In Cameroon he met the foreign
minister as well as the ministers
handling economic planning and
energy affairs. “There is a gen-
eral understanding that we need to
interact economically to advance
growth in both countries,” he said.

He emphasised, however, that
his task was to establish the frame-
work in which private business

%%E’Ch’

cratic interferehce!

“South Africa can provide Africa
with skills and technology, but
trade will eventually have to be a
two-way development.”

Asked whether South Africa’s
rapidly expanding contacts with
African states was undermining
the sanctions stance of the QAU,
Mr Auret said that “African coun-
tries are realising where their eco-
nomic interests are.

“It is not an erosion of QAU
policy, but with Europe walking
away from Africa, we have to turn
to our direct neighbours for eco-
nomnic cooperation.”

Mr Auret rejected the idea that
South Africa should limit economic
reiations in Africa to states that
practice good governance, operate
free market economies and allow
multi-party democracy — a condi-
tion being demanded by many

could start trading without bureau  Western aid donors. l




South Africa would be unwise to
alienate investors or drive out
skills, says ANC secretary-general
Cyr1l Ramaphosa.

He told the conference: “The
ANC has been unwavering in its
commitment to a nen-racial, non-
sexist South Africa.

“1t is these commitments plus
our acceptance of the link between
investment and redistribution
being critical for future stability
that will enable the ANC as a polit-
jcal organisation to unify a divided
society around common objec-
tives.”

Mr Ramaphosa said South Afri-
ca had a potentially dynamic pri-
vate sector and that the govern-
ment of the future had a duty to
ensure the potential was fulfilled.

“But this is not an invitation to
complacency on the part of the pri-
vate sector. It does not mean busi-
ness as usual.

“It means we have to face new
challenges and find new ways of
meeting those challenges.

“The private sector, in co-oper-
ation with the public sector, must
go out and create job opportuni-
ties, especially for those people,
the black people of South Africa,
who through no fault of their own
were sent off the field before the
economic game started.”

Mr Ramaphosa added: “At pres-
ent in the public debate one side
fears that redistribution will stop

M
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investment, while other side
fears the pursuit of investment will
be at the expense of redistribution.

“Both are legimate fears, but we
must go beyond expressing our
fears as if they were iron laws of
economics.”

Mr Ramaphosa told the dele-
gates that the ANC was concerned
about the additional and potential-
ly serious long-term obstacles to
investment,

“This is a concern that is very
strongly shared by our alliance
partners,” he said.

Participation

“Addressing these probiems re-
quires a very high degree of parti-
cipation by ail the key actors 1in
society and the economy.

“The Nationalist Government is
not capable of either addressing
these problems alone or of involv-
ing all the key actors.”

Mr Ramaphosa said that the
overwhelming proportion of In-
vestment jn South Africa came
from domestic sources and that
this would continue for economic
reasons.

“However, foreign investors can,
and we hope will, play a valuable
role in taking a democratic SA
along the path to prosperity.

“Our general objective is to re-
vive investment within a frame-
work that maximises our capacity
to eradicate poverty.” — Sapa.
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TOREIGN investors need more than
yolitical stability and the promise
hat a future SA government wiil not
secome a latter-day Robin Hood.

They want widespread agreement
n new economic policies and specif-
ic details of tax policies and incen-
tives for the next decade.

Francois de Selliers, a Belgian
businessman in SA, has drawn up a
blueprint for the type of economic
environment which would make SA
an attractive destination for foreign
investment. The docurnent, based on
consultations with foreign investors
and local businessmen, has been sub-
mitted to Cabinet and is being shown
to the trade union movement.

De Selliers, MD of Port Elizabeth-
based textile producer Industex and
formerly a director of the merchant
banking and foreign exchange divi-
sions of Banque du Benelux in Brus-
sels, says there are “hundreds of mil-
lions of rands in Europe waiting to be
invested in SA should a proper eco-
nomic plan be enacted”.

He argues that recent reports by
Sacob, the IDC and the State Presi-
dent's Economic Advisory Council
emphasise the philosophical aspects
of economic policy but fail to make
practical recommendations.

De Selliers sets out to clarify spe-
cific issues which foreign Investors
feel government should address. He

Blueprint details 1

g\p

suggests ways in which organised
labour could assist the process of
economic restructuring, and identi-
fies some of the contributions foreign
investors could make.

The objectives of his plan are simi-
Jar to those of most other economic
restructuring proposals. However,
his proposals on how these ohjectives
could be achieved are specific, and
he reiterates that their success will
depend on agreement between gov-
ernment, labour and business.

The plan is based largely on the
assumption that economic growth
will be export-led. To improve inter-
national competitiveness, De Sel-
liers says government would have to
remove all unnecessary regulations
such as price fixing, restrictive trade
practices and commodity control
boards. It would also have to commit
itself to a reduction in corporate tax
rates to 40% after four years and
35% after a further five years.

Tax reform would have to be ac-
companied by non-discretionary in-
centives to support investment in
new machinery. These incentives
could take the form of a 30% cash
grant of the purchase price and the

removal of all non-refundable taxes,
duties and levies on the purchase
price. Government would also have
to commit itself to the lowering of
input costs by reducing inflation, im-
port duties and labour costs.

De Selliers recommends that im-
port duties be reduced to give indus-
try the time it needs to adjust to the
removal of protective legislation. He
recommends that the authorities in-
crease protection, then begin to de-
crease it after three years by reduc-
ing import controls and formula
duties and reducing ad valorem du-
ties to 10% over 10 years.

To attract the foreign investment
required to boost economic growth,
government would have to clarify
legislation affecting foreign invest-
ment and address certain restraints
such as double tax liabilities and
withholding tax on dividends.

It would also have to modify ex-
change control regulations in order
to reduce administration in the bank-
ing community. This could inciude

allowing eigners to distribute
dividends and pay management fees
and royalties offshore without Re-
serve Bank approval, subject to cer-
tain limitations to prevent repatriat-
ing all profits.

De Selliers alsoc recommends that
the use of financial rands be restrict-
ed to, say, share or bond purchases
and that government eventually re-
move the dual currency system and
all other exchange controls.

To support government’s commit-
ments to fiscal and exchange reform,

De Selliers says companies shouldy,

undertake te make capital invest-
ments equal to their annual tax de-
preciation amounts during the next
five years. They should also agree to
commit at least 1% of their annual
turnover to research and develop-
ment and should work with orga-
nised labour to achieve stability in
the labour market.

Organised labour shouid, in furn,
undertake to improve productivity
and contribute to social and industri-
al peace by abstaining from political
stayaways, boycotts and strikes for
three years. It should also agree to
limit wage or salary increases to,
say, 5% a year for the same period,

provided that individual companies
agree to distribute quarterly special
bonuses of, say, 20% of the previous
quarter’s taxed profits.

For its part, industry could under-
take not to retrench for three years
and to use short time and layoffs to
counter economic downturns.

Central to the plan is the develop-
ment of an export-oriented industri-
al sector. To achieve this, govern-
ment should first consider equalising
all incentives offered by GATT affili-
ated countries and eliminating trade
tariff barriers.

Then it should replace existing ex-
port incentives with short-term tax
incentives or subsidies which could
be phased out and replaced by a
reduction in the corporate tax rate of
companies which perform well in
export markets.

Industry’s contribution could be to
develop products demanded by
foreign customers, while organised
labour could agree to assist actively
in promoting access to all world
commercial and financial markets.

To create employment, De Selliers
says government could offer incen-
tives such as low-interest loans or
capital grants to industrial develop-
ments which broaden the job mar-
ket. These actions would have to be
accompanied by improvement of
welfare and education facilities.




BY DON ROBERTSON

“m
A MOVE by foreign con-
struction companies into
markets in neighbouring
countries is raising the ire
of South African groups.
Many foreign firms re-
ceive help and incentives

from their governments.

Charl van der Merwe,
chawrman of Murray & Hob-

erts, says Scandinavian com-
panies enjoy benefits, par-
ticularly if they bring in
finance.,

“It wil! become an issue
and if SA should qualify for
international aid, it could af-
fect activities in this country
as well,” says Mr Van der
Merwe.

Managing director of
Group 5 and president of the
SA Federation of Civil Engi-
neering Consultants (Safcee),
Peter Clogg, disagrees that it
is a major problem.

But he concedes that it is
more difficult for SA com-
panies to qualify for Govern-
ment assistance,

Geoff Price, a consultant
with project manager Philip
Loots & Associates, says the
problemn arises in countries
such as Botswana, Mozam-
bique and Lesotho, where

foreign construction groups

are able to submit low ten-
ders as a result of Govern-
ment assistance.

“This is particularly true
of Italian companies.

“Iraqgi firtns are operating
in Botswana and Taiwanese
groups are able to offer de-
ferment of pational service
to workers on large railway
and road contracts.

“Brazil is also encreaching

‘on Sub-Saharan Africa.”

Mr Price says unsuccessful
approaches have been made
to the SA Government for
heip.

In addition, most incen-
tives for SA companies doing
work in other countries will
be scrapped in March.

Mr Clogg insists that if SA

l

oreign firms

poachmg SA

Jusiness

< V" WAL
companies are able to negoti-
ate at least 75% of a coniract
in a neighbouring state, they
could qualify for assistance

from the Industrlal veln
ment Corporation.
Other countries ar t s

str:u:t and assmtance is more

Mr Van der Merwe says
that in countries such as
Botswana, where there is
considerable construction ac-
tivity, foreigners have the ad-
vantage, particularly if the

)

- ?uemenate?s’/f! nn? their

cnuntry

Barry Sawyer, director of
Design, Planning Interna-
tional, a division of Stauch
Vnrster. agrees that foreign
groups enjoy an advantage
over SA companies. But he
says SA does not have the
export finance to compete
against them.

Like Mr Van der Merwe,
he believes that with increas-
ing foreign activity in SA,
companies here will face a
bigger problem — particu-
larly from the Italians,
French and Germans.
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By Neil Behrmann
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1, . LONDON — The South
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?frican Embassy in Lon-
on is receving about 500
frade inquiries a week,
says Kent Durr, South

=1=African Ambassador to

T

=

3¢ 2

the UK.

" “Last year there were
about 400 to 500 inquiries
¥ month, embassy offi-
cials say.

~rSpeaking at a recent
eonference organised by

$raccountants
-duErnst & Young and the

-
1~

United Kingdom South

A sAfrica Trade Organisa-

riqiifion (Uksata) in London,

T a

Mi Durr said: “South
Africa is entering a new

L, | =renaissance.

.

T.“*Many people com-

-~{"PHare the events in East-
T arn Europe and South

-
Lil’

-
- l

-

“Africa,” said Mr Durr.
“However, if one sub-
tracts communism in
‘Eastern Europe, there is
very little left.

““Subtract apartheid
and there is much left on
which to build. '

“Their problem is one
of construction, ours is
essentially one of inclu-
sion.”

The seminar of 14(
delegates illustrated the
growing foreign business
interest in South Africa.

Last month, Business
International and Stan-
dard Bank South Africa
held a conference 1in
Frankfurt.

It was attended vu 110
delegates.

The Confederation of
British Industry and
Standard Bank will hold
another conference at
the end of next month.

Speaking at the
Ernst & Young confer-
ence, Max Tlakula, vice-
president of the National
African Federated
Chamber of Commerce,
said that foreign inves-
tors would do well if
they backed the black
business community.

He forecast that in ten
years’ time 30 percent of
the directors of JSEKE
companies would be
blacks, coloureds and
Asians. Forty percent of
these companies would
be owned by black share-
holders.

(2

&

This appears 10 be a
remarkable prediction,
considering the wealth
disparity between whites
and blacks.

But delegates ag?eed
that there was consider-

able room for listings ot
smaller companies
owned by blacks. So far
there is only one.

Mr Tlakula, who 15
managing director of
Elim City Shopping Cen
tre, noted that the Afri-
can Bank’s assets had ex-
panded to R140 million
from R23 million in the
early Eighties and there
were now 23 branches.

Foreign businesses
could appreoach that
bank with propositions,
he said.

Colin Hall, chief exec-
utive of Wooltru, deli-
vered an almost evangel-
ical speech about pros-
pects for South Africa in
the Nineties.

Provided black busi-
ness leaders apd man-
agement had the entre-
preneural and leadership
spirit, they would do
well, he said

“It doesn’t matter if
some only have a Stan-
dard Five education,” he
said. o

The speech was well
received and delegates
were impressed by his
dynamism and enthusi-
asm.

South African busi-
nessmen and managers
should not sit back and
expect President FW De
Klerk to carry out all the
reforms, he said.

They should do their
utmost to make their
own companies demo-
cratic.

They should listen to
opinions of employees,
regardless of colour, and
do their utmost to help
blacks advance in man-
agement.

Nick Mitchell, execu-
tive director of Uksata,
said that Britain’s De-
partment of Trade and
Industry had designated
South Africa as a target
market.

The Department of
Trade was now able to
provide a full range of
export services for South
Africa, he said.

UK government fund-
ing was now available to
support trade missions
and for participation in
trade fairs.

Trade missions to
South Africa had risen 1o
nine this year from {wo a
year in 1989 and 1990.

There were applica-
tions for 27 missions in
1992 and parties inciuded
20 members against a
dozen or fewer previous-
ly, he said.
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LONDON — Falling salds ahd a slump
In its most profitable division have put
the brakes on earnings growth at J
Bibby, the UK mini-conglomerate
79% owned by Barlow Rand.

In spite of dacquisitions totalling £24m in
1990, Bibby's sales dropped £lm to
£547,3m in the year to the end of Septem-
ber while pre-tax profits rose 54% to
£35,3m. After recovering from three years
in which profits feli by 20%, Bibby’'s pre-
tax earnings rose 179 in fiscal 199¢.

Earnings a share (adjusted for the
£14,6m rights issye in May) rose 3,9% to
20,8p in spite of a lower tax charge against

a 23% gain the year before. The dividend
was increased from 9p to 9,75p,

Bibby's science products division — }a-
Sers, optics and laboratory equipment —
which accounted for 40% of 1989-90 operat-
ing profits ran into problems of recession
and intense competition in the US and UK.
Oper.:ating profits slid 27% to £11,4m.

Oome

JOHN CAVIL
—_— - |
formances elsewhere. Paper and convert-

ed products were hoosted by the £13.7m
takeover of Eurofilters of Belgium. Oper-
ating earnings from this division leapt by
116% to £7.6m.

The materia} handling business — ex-
panded by the £83m acquisition of Lam-
SOn — increased its contribution by 14% to
£15,4m even though it was hit by falling
levels of activity in the American and Brit-
ish markets,

And agricultural products — animal
feeds to seeds — achieved an improvement
of 12% to just under £7,6m bringing total
operating profits to £42,1m, up 6,8%.

Chairman Richard Mansell-Jones said
confidence in an economie recovery was
growing. US business was showing “tangi-
ble evidence of an improvement” apd
While there was no materia] increase in
orders in the UK, lower interest rates
should benefit the group towards the end o
the current year.
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‘Ignore ANC nonsense’

REMBRANDT Group executive
vice-chairman Johann Rupert
yesterday urged businessmen to

\‘ - “‘stop pandering to and listening to

- the nonsense dished up’-by tr

unions and the ANC. é&i’)ﬂﬁ

" On a visit from London, Rupert
told the Cape Town Afrikaanse

" Sakekamer SA would never at-

- tors were no longer told the coun-
“try would go under within four

o v
< | tract overseas capital until inves-
at

B ¢

+_years unless it was helped soon.
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Reaching for the right d

The Reserve Bank Governor sees a green

After the longest recession since World War
2, it may now be safe for animal spirits to
come out to play.

Looking ahead to 1992, Reserve Bank
Governor Chris Stals told the FAM Invest-
ment Conference last week: “Prospects for a
revival In the economy have improved sig-
nificantly in recent months.”

He said monetary policy in the year ahead
would be “cautious but perhaps more re-
laxed.” And, though he opposes “unrealistic
extraneous injections, like the artificial crea-
tion of more money by the central bank™ to
initiate recovery, he is not averse to “stimu-
lants of the right substance” to “reinforce
normal market forces.”

After this signal from the central banker,
what business needs is reassurance from the
ANC that investment per se is worthwhile in
the longer term. And a measure of this came,
too, at the conference, from ANC Secretary-
General Cyril Ramaphosa.

Obviously, any statement on economic
policy by the ANC is treated with caution by
the business community. That policy is still
in 1ts formative stages and subject to ebbs
and flows of a variety of viewpoints within
the organisation — as well as to strategic
manoeuvring ahead of negotiations. But, for
what it was worth, Ramaphosa spoke more
of investment than of redistribution.

The ANC, he said, was *“acutely conscious
of the need to successfully reintegrate our

economy into the world economy. What is
under consideration in our think-tanks . .. is
a simple but powerful inducement package
based on assurances rather than financial or
industrial relations incentives and allow-
ances. There are successful international
precedents for this. More details on this
approach will emerge relatively soon.”

The tone of the speakers at the FAM's 21st
annual Investment Conference ranged from
cautious to upbeat.

’ pr r-""l" - 1. ¥ P, .
) -"t't-. '.:.’ﬂ -

FM’s Nigel Bruce and ANC’s Cyril Ramophosa

Governor Chris Stais .
things are looking up

Apart from political considerations, Stals
had one serious reservation about the future:
the strength of inflation. In reply to a ques-
tion from the floor, he said a central bank’s
objective 1s always to get inflation lower, so
the target for inflation is zero.

On the other hand, he suggested, progress
had been made; a development which would
be more fully reflected as the new weighting
of the CPI basket was phased in over the next
year — a process which began in August.

He 1s, at least, satisfied that “the rate of
growth in the money supply and domestic
credit extension and the level of interest rates
are now more in line with the requirement of
an environment conducive to growth with
stability.”

The green light for some policy relaxation
has come from the balance of payments.

At a time when the current account is
likely to show a surplus of R3bn-R4bn — a
conservative estimate
—- the capital account
1s improving. The net
outflow in 1991 may
be even smaller than
the R2,9bn last year
— *‘easily less than
R2,5bn.”

For 1992, the pros-
pects are ‘“‘comfort-
ing,”” Commitments to
repay foreign loans
with formally fixed
maturities add up to
less than US$1bn.

Apgainst this back-
ground, tt will be pos-
sible to maintain a rel-
atively stable

light for growth

W ‘a'\il)"{l

exchange rate against a weighted basket of
currencics.

“We now have greater scope to accommo-
date a sustainable upturn in the economy —
particularly if foreign finance is used to
finance imports of capital goods.”

Foreign funds and, in particular, real cap-
ital investment, might be more readily avail-
able than seemed likely a year ago, when a
huge capital drain to eastern Europe was
expected. Morgan Guaranty Trust MD
Rimmer de Vries told the conference this is
not imminent. He argued that these coun-
tries have to prepare themselves to absorb
foreign capital. -

There are other factors:

The present Latin American current
account deficit of about $12bn 1s not likely to
rise much;

The needs of the Gulf countries “are like-
y to be a two-year phenomenon, freeing
$25bn a year by 1993-1994"";

Japan is expected to run a much larger
annual current account surplus — probably
about $50bn more in two to three years’ time
than the 1990 surplus; and

3 The US current account deficit can
reasonably be expected to be significantly
smaller than 1990’s $100bn, freeing funds
for other borrowers.

So the capital requirements of eastern
Europe will be met relatively easily by world
markets.

De Vries, however, balanced this opti-
mism with some sobering long-term projec-
tions: if there is no change in present govern-
ment policies and business attitudes in the
US, Europe and Japan, the steady drift to-
wards forming protectionist blocs will reduce
growth everywhere over the next two dec-
ades.

In the near future, he foresees only a
modest recovery in the US. The significance
of this for SA is that the benefit which a
boom confers on commeodity prices will be
that much less. Gold is now included in the
commodity category of exports.

Its changing role was described by another
speaker, Alfred Schneider of the Zurich
Swiss Bank Corporation, who concluded that
gold prices “will increasingly reflect the fun-
damental relationship between supply and
demand, as is the case with base metals.”
Fortunately, demand for gold fabrication is
likely to grow and will **sustain a solid basis
for demand for gold.™

Some encouraging factors are emerging
on the supply side, according to Gengold MD
Gary Maudc, who spoke on SA’s gold min-
ing prospects. In the Eighties, new opportu-
nities were created by the development of
comparatively inexpensive leaching techno-
logy which added substantially to the supply.
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‘ Lvoidance of waste production

jowed soon a
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'SOUTH Africa is being bundled
\into taking action to clean up its
‘snvironment — but the pressure is
'coming from outside, not inside.

. 1In the last two months there has
'‘been an unprecedented number of

| 'moves to begin the big clean up.

, Fear is the driving force.
' Industries from fish exporters {0
'metal fittings manufacturers are
-inundating environmental consul-
‘tants for advice.

© Qverseas trading partners —
‘themselves pressured into clean-
ing up — are sending out letters
‘asking their South African coun-
terparts: “What are YOU doing?
'We need to tell our shareholders.”

} One local company whose
production was geared to
'supplying a German-based
.:internatiunal company was
srecently told that its production
'‘methods were not in line with
:acceptable environmental
standards. It was given three
'vears to come up to scratch and
‘this was to have entailed large
‘capital expenditure and changes in
‘management.

. Three months later the
'‘Germans cancelled the contract.
saying they had found a company
which already comnplied with their
‘standards.

+ Commenting on the incident, Dr
‘Dirk Grobler, head of the CSIR'S

'division of environmental services,

said that while such contract can-
cellations were still rare, the Ger-

‘man incident was “an indicator of

‘what lies ahead”.
+ Europe, North America and

‘Japan are determined to clean up
and stablise their impacts on the
‘global environment and this is
vausing them to be wary of whom
they do business with. Japan's
policy is to grab the high ground 1n
environmental sensitivity because
it sees it as good for business. But
Yurope is also spending billions

| going green.

+ Energy conservation and the

dterwards. 1ns oS My CibbInS Sald DUB SFDGu 101 AR RIGLIAWL. ARRT. - 1R27 8. —

.South Africa is about
to begin The Big
Clean Up, writes
JAMES CLARKE.

have become part of a new
industrial ethic. There are the first
signs of this happening here too.
Some industries have even become
leaders in the “green revolution”.

But, generally, environmental
conditions in South Africa are
below par for a country whose
trading partners consider her
«“industrialised” rather than Third
World, and the Government’s atti-
tude has been to protect industry
rather than people.

The fear of a crippled
“Spaceship Farth” baked by the
greenhouse effect and bombarded
by ultraviolet rays coming
through the ozone holes has
hecome entrenched in the northern
countries.

South Africa has no such global
perception.

This could be because it lacked
television at a crucial period in
the world’s history. Unlike the rest
of the world, South Africans never
experienced the sight in 1969 of
their planet appearing “live” on
the screen as man, for the first
time, left Earth. The sight of the
blue and shining planet had a pro-
found effect on western thinking.
Nine months later came Earth
Day.

Signs that South Africa is about
to start the Big Clean Up include:
® The President’s Council has
called for more POWEL, staff and
money for the Department of ¥n-
vironmental Affairs and
recommends bigger fines for
polluters. It wants an end to
secrecy regarding €nergy
resources and pollutants and
tougher controls over marine
fishing. It wants firms to employ
environmental management
systems and it wants an annual re-

port on the environment tabled in
Parliament.

@ Businessmen and industrialists
attending last week’s SA Interna-
tional Conference on Environmen-
tal Management (the conference
was packed out) stated they were

urgently devising new voluntary
environmental standards.

@ Industrialists of the Industrial
Environment Forum — formed by
South
corporations — have committed
themselves to doing annual audits
to demonstrate how they are
improving their environmental
management.

Africa’s biggest

® In the last two months there
have been dozens of conferences -
_ international and regional — on
environmental issues.

® The CSIR produced a frank re-
port on Waste Management and
Pollution in South Africa — find-
ing both needed urgent attention.
The report-back is next week.

® There have been several work-
shops and seminars on environ-
mental management — Audi is
holding a big one in Midrand on
Monday.

@ The ANC, PAC and Inkatha have
issued position papers aligning
themselves with the global ethic of
allowing only development which
can be sustained without diminish-
ing the environment for future
generations.

® The Minister of Environment
Affairs last week launched a com-
prehensive policy for coastal zone
management, saying if developers
do not voluntarily comply, he
would declare the entire coast a
limited development area.

® The suggested Bill of Rights
contains the following clause:
“Eyeryone has the right not to be
exposed to an environment which
is dangerous to human health or
well-being or which is seriously
detrimental thereto, and has the
right to the conservation and pro-
tection of that environment.”
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SOUTH African com-
panies gained control
of several foreign firms
in deals worth more
than R1,3-billion in the

year to June 1991.

The figure is based on
information supplied to
Ernst & Young by nhine
companies.

But the true amount is
probably much higher be-
cause another five com-
_panies which made acquisi-
tions abroad did not disclose
the prices.

Frnst & Young Corporate
Advisory Services managing
director Claire Herbst says
the R1.3-billion accounts for
only abput 16% of the amount
spent at home and abroad by
SA companies on merger and

acquisition (M&A) activity in foreign investments have-
been spurred by the narrow- -

Te by

the year.

By TERRY BETTY

Among the deals are Vol-
tex’s purchase of the Bennet
& Fountain Group in the UK
and Anglo American’s acqui-
sition of Elkebies Muhl Pret-
tin from the German Govern-
ment through Minorco.

Safmarine bought
Belgium’s CMB Transport.

Mrs Herbst says that since
June, Liberty Life has ac-
uired joint control of Sun
ife.

It is not clear how much of
this involved a flow of cash
from SA. In some instances
funds would have been raised
abroad.

Exchange control general
manager John Postmus says

[

0
ing disc the
financial rand and the com-
mercial unit from 40% in the
early 1980s to about 10%.

Mr Postmus says permis-
sion for a foreign acquisition
is granted if it provides a
long-term advantage for 3A,
such as securing markets for
exports or getting cheaper
imports.

Unfortunately the inflow
of foreign capital has not
matched the outflow.

Mrs Herbst says 11 foreign
companies are known to have
invested in SA 1n the year to
June 1091. Six gave the prices
of the deals, which totalled
R55-million.

Junk

Mrs Herbst says capital in-
flow was not only slowed by
political factors, but sagging
world economies were also
responsible.

[n]

The greatest damage was

caused by the collapse of the
US junk-bond market which
financed most major foreign
acquisitions in the 1980s.

Although the number of
deals fell by only 12%, the
value of acquisitions dropped
by 51% because more expen-
sive conventional finance
had to be obtained. } i

Junk bonds are low-grade,
high-risk investment instru-
ments that may yield high
returns.

Senbank chief economist
Nick Barnardt says hundreds
of millions should be flowing
into SA to supplement the
shortage of domestic funds.

He says SA desperately
needs the money to spur in-
vestment in new projects,
which does not come only
through M&A activity, but
from share issues taken up by
foreigners. "

s ———————————
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AUSTRIAN industrialists are se% ‘

| to invest more than R25m in SA,

says Austrian Trade Commis-

sioner Leopold Birstinger.

The industrialists are part of a 35-
strong Austrian trade delegation
which arrived at the weekend.

Birstinger said one member of the
Austrian delegation, who did not
want to be named, was an investment
broker with instructions to invest
R25m in SA.

And another delegation member,
Friedrich Vanicek, said at the week-
end he was in S8A to finalise a joint
agreement with a loecal firm to manu-
facture and distribute machinery for
the SA timber industry.

Birstinger said the itvestment
broker was keeping his options open,
and had not yet decided whether the
R25m was to be fnvested in shares, in
tnlisted companies or in prupertgr.

He said there was great interest in
the Austrian business community in
investment opportunities in 8A, and
the broket’s presence indicated a de-
sire to invest immediately.

Austria, which is not 4 member of
the EC, lifted trade sanictions against
SA earlier this year,

Vanicek, who is a director of the
Viktor Vanicek timber dtying mach-
itery company, said that his com.
pany altedady supplied some of the
world’s tmost advanced timber drying
techiiology to the timber industries of
Austria and eastern Europe. He was
in SA to finalise a joitit venture with 4
local firtn to manufacture Viktor
Vanicek machinery locally, .

The long-tetm alm of the invest-
ment would be to export SA-manu-

', f‘)
IUS SANAT

factured machinery to the timber in-
dustry adcross the entire southetn
African region, with Muzamhialm as
another target market, he guid.

He would hot disclose how mu.ch he
was prepared to invest, but saly the
operation would “start smatl and get
bigger”, concentrating on profitabili-
ty within BA before export,

Another delegation member,
A Martitt Bunzl MD Thotnas Gaiger,
sald theré was & growing market in
Austirid for “dnconventional” SA ex-

orts ihclidihg cotton, wool and
extiles.

Gaiger said waste from the SA cot-
toh industry could be exported to
Austtia and btlier centrat and eastern
Buropean codntties, -

Birstinger said Austria should be
ah important target market for SA
expotters, : -

Austria 18 expected to be the next
European country to gain EC mem-
bership, and, a8 a member of the
Eiiropean Free Trade Association
(Efta) with ttaditionally strong links
with the former Eastertt bloe states,
Is sttuated at a strategic economic
crossroads. *

Another delegdtion meémber, Bit-
stinger sald, was in SA to bromote 2
method fot heavy Industry to in-
crease ptofltability while becoming
environmentaly “clean” by selling
waste products, ’

The methiod, developed in the Aus-
trian steel industry, involves selling
arc furnace dust and slag to com-
panies which then purify the waste
and sel it.
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Japanese feen

THE property market
could see an inflow of
Japanese capital now that
irade and  investment
sanctions against South
Africa have been lifted.
This could result in a
bigger demand and sub-
sequent increase i prices
for up-market property 1n
particular, according 10
| Camdon’s group manag-

L# L

By JOSHUA
RABOROKO

ing director, Mr Scolt
McRae.

He said: ‘‘The Japanese
are ardent believers in the
long term investment
value of property. Their
forays into the United
States, Australia and
Europe have been profes-

to.Jn

—_‘

Ayl

sional and astute,

“One hears of
buying expeditions
Japanese  INVeEslOrs. In
terms of their strong cur-
rency, South African
property is absurdly cheap
compared to their own,
where it is said that a
handkerchief dropped on
a Tokyo pavement would
cover land worth tens of

ﬂ

Africa’s turn may COmme
and an influx of Japanese
buyers could well spur in-
terest among buyers from
eisewhere in the world.

“‘Potential Japanese
property Invesiors have
been in the country over
the past few months,
probably in anticipation of

sanctions being lifted,”’ he
said.

Their interest will be in
property from coastal to
commercial, provided it
has an investment poten-
tial. It's fascinating 10
speculate that, even if a
small percentage of
Japan’s 10 million tourists

pought property in South.

a major boost for
market. ,

“‘South Africa should
avoid the mistakes made
by other countries. In
Australia, for example,”
MacRae said, ‘‘unbridled
Japanese buying had sent
prices spiralling, generat-
ing great reseniment
among Austrahans.

vy is difficult to see
how a similar situation
could be prevented here,
although South Africa
could perhaps take its cue
from Ausiralia, which in-
troduced a foreign invest-
ment control board.

"fnevitably foreign
buyers will discover that
SA is the best kept secret
in the property world.” he

Afsica, it. would represent , .said. ., .~ of
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Elangeni shares to %n%@d .

FOLLOWING the October takeover of
Elangeni Holdings by the Saudi Arabian™\_

Dallah Group of Jeddah, shareholdersg. Tpe redemption was to be made by way
holding the 3,5% interest in Elangeni not<  of a cash payment of 50c a share which

yet hEld by the contr Ulﬁﬂg shareholders \ wasatabca share premium over yester-
are advised today that their shares are to.™ day’s 45¢ closing price.

be redeemed. Yesterday Elangeni reported earnings
The company has also announced it is to ~. of R48 000 for the 12 months to June, which
terminate its listing on the JSE. was substantially down on the R529 000 for

The 3,5% of ordinary shares not held by Y the 14 months to June 1990.
the controlling shareholders were to be The Datlah Group took control of the

converted into redeemable preference Q soap and edible oil group in October with

shares and then the preference sharesg‘* its R5,1m acquisition of a 70% interest in
were to be redeemed. the group.
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By DON ROBERTSON §
“The bearings business ig 4
eline from which to devel- §
. . ) * S - & e
butoe 00 Bearings ~gjs. ©P and am contident " o 5
tributes  SK bearings ang company will soon be 3 foree b
seals. It hag ap Interest in an to be reckoned with” Sk
indu_strial ch_em@eal and arly next yvear, Elliott i
Eﬁl;kmg Pperation in Matsa- plans to introdyee 4 Tremoval e
- _ and storage Operation ip s
Eiliott chairman Tom Ans- Swaziland as wel s enter ges
ley sees the acquisition as a4 Packaging market to pro- g
pronusing djvE{sﬁcatlnq, but  gyce aper, plastic and card-
}[ I"Egﬂl"ds 1t as a’ glllnEE p]g m boardp Canﬂﬂﬂ. ’;
* d the company’s expansion Into “Swaziland has some inter- B
Africa. eSling tax concessions .
.| .. Mr Ansley Says that gaj- cluding 5 37,5% corporate i
¢ | though it seemg a strange di- a5 rate,” says Mr Ansiey
versification bearings dre The Company is also inves-
= | transport oriepted and the tigating investment Opportu- B
company services jts own nities in Zimpaphwe and ges
vehicles, 0zambique, R
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WITH New York mayor
David Dinkins visiting
South Africa during the
past week, sanctions were
In the news again.

While Dinkins’s visit
was mainly political, the
vast majority of impor-
tant visitors during the

past year have been busi--

nessmen  interested  in
making contact with the
“new South Africa”,
Many of them have men-
tioned the possibility of
investing again in this
country.

South Africans should
approach new investment
by foreigners with great
circumspection. We need
to do some careful plan-
ning on the best way to
attract the right kind of
investment. It should, for
instance, always be borne
in mind that our currency
is weak against those of
our biggest trading part-
ners. This could result in
us eventually paying
through the nose for what
twas originally a relatively
[small investment.

At the moment we are
getting so precious little
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VISITING VIP ... New York’s David Dinkins.
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we may well use the time
to carefully evaluate our
priorities.

For instance, there are
already runtours that cer-
tain large American com-
panies are carefully plan-
ning to eliminate local
competition when they re-
turn to our markets. We
should not rgstrict their

entry, because that would
mean uninformed burea-
cratic interference in the
market place, which often
does far more harm than
good. But neither should
we go out of our way to
weicome back those com-
panies which, before di-
vestment, were mostly in-
terested in “milking”
profits out of their local
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We should rather cre-
ate special measures to
encourage those types of
investment that will bene-
fit us by creating jobs and
producing goods suitable
for the export market. We
do not really need service
industries and franchises
which add precious little
to our economy, while at
the same time costing us 3
packet in “fees” payable
to the parent company in
America or elsewhere.

Some experts believe
that the exchange control
system should be usec
creatively to discourage
this kind of investment.

Whatever we do, now is
the time to put our heads
together and set down
priorities for foreign In-
vestment. Above all, we
should stop making fools
of ourselves by making
conflicting appeals to for-
eign businessmen, South
Africans should at least
be able to stand together
when faced with the ex-
tremely competitive inter-
national business. That 1s
the hallmark of every suc-
cessful trading nation in
the modern world.
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.if'.',.DURBAN - Although direct in-
‘Lvestment by American com-
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| panies 1n South Africa remains
 [.»20 unlikely prospect, opportuni-
' | ties for small black businesses
 [..t0 take on franchises could
|
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- | prove a safer path for prospect-
"ive US investors, says visiting
| -US analyst Jennifer Kibbe.
#1- Ms Kibbe, who hails from the

|- SA Review Service of the Inves

*I" Centre in Washington, says
f-Anerican companies would be
I'more likely to enter into non-
| equity ties such as licensing and
| franchising agreements, which
| entail a smaller injection of
| capital and lesser financial risk.

Ms Kibbe has just completed
a survey of attitudes of 50
; American business executives,
1! consultants, bankers and gov-
i ernment officials to investing in
“a new South Africa.

o - -She says ongoing violence
.t poses more of a threat than na-
't tionalisation to the security of
i -their investments.

1 ~.*Companies who have com-
'l .mitted themselves to staying

e e - —

LUS franchises seen as a

here all these years, despite
pressures to puil out, all men-
tion the violence as a factor
that could cause them to change
their minds. |
“They told me of problems
with Americans who were sup-
posed to take positions in busi-
Neas here, but refused to come

ecause they were too scared:2
%she says.

+| tor Responsiblitiy Research™_ Other indicators of in

uncertainty were noted by Ms
Kibbe at a private meeting be-
tween African National Con-
gress representatives and US
business leaders at Notre Da
\hUniversity in October. y /A4

Ms Kibbe said both sides Teft

the meeting with |lled ex-
pectations. C -
“The ANC was-saying that it

wanted business to focus on
training, in preparation for fu-
ture investment, while busin-

. e3ses had expected to get the
go-ahead from the ANC to
move back in. '

“I don’t think that this meet-
ing was a sethack for relations
between the ANC and those

g00d bet

companies that attended”.

Ms Kibbe says that although
the federal Comprehensive j
Anti-Aparthied Act was lifted in
July, 58 local and state restrie-
tions are the major obstacle to
US investment.

She says anti-apartheid activ-
ists on a local level are now
locking at how to lift sanctions.

Promoting opportunities for
small black businesses to take
on small contracts and fran-
chises could be an acceptable
process.

" eTf anti-apartheid groups can
find a way te make the process
of lifting sanctions favourable
{o black South Africans, then
they would even lobby for them
to be lifted and for companies
to move back in,” says Ms
Kibbe.

“But there is still a lot of bit-
terness felt by those companies
who were forced to pull out.
And although people are talking
about the opportunities of the
black consumer market, com-
pared to all of Eastern Europe,
it’s puny.” — Sapa.
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The Kagiso Trust and three
leading theclogical bodies are
planning a major consultation
in order to work out a code of
investment for South Africa.
The consultation, which will
take place between February 10
afid 13 at Broedestroom, will be

hostéd by the Kagiso Trust, the .
e -

Theolsggists plan inve

SA Council of Churches (SACT],
the South African Catholics
Bishops Conference and the In-
stitute for Contextual Theology.

The theme is “Towards a
code of investment — ethics for
South Africa’s international ec-
onomic relations”.

SACC general-secretary the
Rev Frank Chikane said that

code

48
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