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move to halt
loans to

The Star Burean
LONDON  — Three
Church of Englond
bishops are among
churchmen who are to
call on the Midland
Bank to siop meking
Ipans to South Afrieca.

The churchmen will

table a motiorn to this.

effect at the baok’s annu-
al meeting on April 7.

The bishops, the Rt Rev ;

K J Woollcombe, Oxford;
the ‘Rt -Rev Trevor Hud-
“gleston.: Stepney;'and the
Rt Rev David: Sheppaid,
Tiverponl, . together with

prominent ‘Roman ‘Catho-

lies and Free: churehmen,

say il Joans. are- “moraily :

-nnacceptable -

| For-z 'zharehelders Te-
Solution. o’ be tableg it
must be sponsored by 100
shareholdérs holding at
least. 18 0G0 shares. .

The 'group says. prelnm

nary - discussions - Wwith a
number of big. sharghold-
ers “have canfmced them
that these ‘requirements
can be met and. they are
now - mmtmg others “in
share our eaneem. ?

CThe . proposed resolution .
will ask-the: Midland Bank
t6 “make no. further loans -
to the - South African

Gave;Mént,-'-ﬁ: its depart-
ments, agencies of stale

corporations, . and - net to.
renew or extend zny such !

existing loans

. ‘Two major shareholders ;

in- the bapk are already
suppartmg the - resolution.
They are the Central Fi-

! nance -Board “ef the Me-
© thodist Church and the
- Methodist: Zsixssmnary
; Saelety ‘

~4 spokesman far the'
Churceh Cqmzmssmuera.
.sgid’ the:matter iwas. heing

i nsmered careﬂﬂlv _ A

epresentanve .of the eom-
. missioners may atten(i the

i The © inter- ]
denommatmnai orgamsa« ;

tion, End Lozns fo South. s

ern Afriea, which is co-
ordinating the move, is to
cireularise 1000 Bzank
shareholders, chosen af
random, to seek further
support.

A spokesman for fhe.
churchmen’s group =aid a
number of prominent }
trade unionisis amnd
academics had  already

promised to help sponsor
the resolution.

|
|
;




By PAUL DBOLD
Finarcial Editor

THE retwrn of the indi-
vidua! investor to the
stoel market is essen-
tial for the future of
free enterprise, Dr
Anton Rupert said in
Cape Town vyesterday.

“This fact should re-
cetve the attention of all
iree  enterprise govern-
ments. Company taxation,
for  example, seems g
have been raotsed to lovels
wWhich make it legs and
less possible for new pub-
ll((j: companies t0 be form-
e

“The result has been an
exiraordinary and now
perhaps dangerous rise in
the relationship of debt to
equity and a general
eritical shortage of
productive «apital for in-
dustry as a whoele and for
banks in particular.

‘ENGRMOUS PRICE’

“The equity market it
self and the bond market
as well has paid an
enormeus price for in-

" flation. A substantial de-

gree of adjustment has al-
ready been completed and
it is difficult o see still
further declines I
equities.” .

But mntil effective re-
sponses to inflation were
developed the equity
market could not fulfil its
esseniial task of atiracting
tisk ecapital. Tnstead aof
ready aveilability of risk

-inflation, the risk

e
Zonls, ’/ /7
G /f re

capitai for new assets
there was. speculation in
proeperty, antivues and
nbjets d'art, :

“Fer | social and
ceonomic reasohs it §5 im-
nortant  that new devel
epments should tulke place
and  that  new  assety
should be crested. The
taxation nolicy will deter-
mine whether this devel
opment will take nlace or
whether the  addifional
money will bo  absnrbed
by the purchase of ex-

isting properties and
shares.
COMPANY TAX
“When companvy fax
rises too high and de-

preciation allowances are '

not encugh io counteract
of in-
vesting In new  ventures
becomes too great and the
investor fturns to  in-
vestment opportunities
whirh he regards as safe.
Dr Rupert, who ' was
addressing the C(raduate
School of Business at
UCT, =aid that several
methods had been sug-
cested as 2 golution and
most pointed to siafe in-
tervention  such  as
tempted price coniva
so-called Incomes

b

H

‘unavoidabla

4o not
matters
postpone the
koning.”

CANS O

Commen:iin: 5
Canadn's exper
wage  and
Business™ We
trols could
fiation Wl
sthnliative [SIBREN
Pollvies ront e oy
it

A survay
States busin
had shewn «
upposed the o
any 1ilype of
controls with soi
cent favouria
changes to { i
vestment in now ohonl oon

2
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“Price contred ool o
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eraymml of external borrowings by State

4. Mr. D. D, BAXTER asked the Mipis-
ter of Finance:

What additioral sums will have to be
provided (a) to service anmial inferest
payments on and {b) to repay external
borrowings by the State as a result of the
devz;luaion of the rand on 21 September
1975.

The MINISTER OF FINANCE:

fa) An estimated amonnt of R47 949371, :

{b) R144927 175.

The above amounts have been calcu-
lated at the exchange rates applicable
immediately before and aiter devaluation.
The interest liability has becn calcuiated
at the existing rates of infterest as if is
not possible toestimate fuiure fluctuations
in the rate of interest payable during the
remaining terms of a number of the
loans. T wish to point out that the rand
was in fact devalued with effect from 22
September 1975,

i] 11.5. 850000 000 (R 35 668 426 “Gmonths SILCper e

VAl

TUESDAY, 3 FEBRUARY 1976

Forciga Toans

80. Mr. & H. WADDYLL asked the

Minatst«r of Finnee:

Wucther  negoliafions  in respect  of
foreian leans  were  condocted during
1975° f se. (a) what louns have been
succrssfully condluded since 21 February
1978 and ib) on wha! terms were they
concluded.

The MINISTER OF FINANCE:

Yes. Dcluils of the relevani loans are
as follows:

(a) and (b)

Amount Period Ratcofinicre
- DML S0000 080 (RS 798 000) 6anontns SIeoner e
U.S. 3100030 000 (R 67 939 393) 12 months BT e ar
.8, S20093 0B0(R.13 337 880 12 monkis YLTIPRr e
U.S. $10000 GO0 (R6 793 910) 5 vears P abons D2 momins Londen
bl oflvied nae
U.5. 850000000 (R35 668 426) 3 monins NUTonervend
US. SIO0000D(RT 114 1) 12monies altoreraear
© U8, 850009000 2 vears VT ahose S or 12 months
30C00000 3yean femdon her-ank otiered
e Tose
100 G030 600
(RS6 343 248)
US. SIS000000(R13029775) B2 imonths oyt oner s
U.S. SIO 000 GO0 (R 3 666 387 2moents il e vear

.
4
o
R
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< Loans/repayments

3L Mr H. H. SCHWARZ asked it Z !
Minister of Finance: 3

* .
(2) What amounts have been borrowed i
since ¥ April 1975 by (i) the Scuth Afri- g :
can Government. (i) Tocal authorities and 3 y

: (i) the private sector ang (b} what it
; respeet of cach loan is the (i) amoun,
’ G period. (i rate of interest and (i)

cuirency in which repayment is fo b

B
LS

made, e
_ _ - . . I - m.
t
8. TUESDAY, 3 FEBRUARY 197 70
The MINISTER OF FINANCE: i) Nil. )
"R (1) R284 110 092, (i} Not available.
®) ) . .
0] (it} (iii) (iv)
D.M. 50000000 6 months 3% per year Deistsche mark
(R8 798 000)
U.S. $16G0 000 000 12 months 83 %, per year United States doblur
¢ (RG7939 308)
. U.S. 820000000 12 months 93 °, per year Unfted Siates doltar
P (R13 587 830y
:  U.S. 5100600000 3 vears 15", above 17 montin Unized States doitar
L (R6793 919, Londen Imter-bank
oftered rate
U.5. 850000 000 3 months 84% pervaar Unticd States doifar
~ [R35668 126)
.S 210080 000 12 month, 63% per vear Do whe nark
L {RTHIA LD,
'UUS. 550000009 2 years e above 3, 6 oor 12 Uniad States Jollar
T LS. 50000 030 3 vears monti London Inter-
— Banh offvred rae
U.S. 8160000000
(RS6 813 235) .
U.S. 815000009 12 monthsy 6} %, pur veur Dreutsche mark
(R13 029 773) :
U.S. $10 000000 12 montis 61 ¢, per vear Deaasche mard,
(RB 6G6 S87)
U.S. $50 000 000 6 months S % per veur U nied States doilr

™ (R35 668 426)
#latermational Mouetary Fund/World Bani:

132, Mr. H. H. SCHWARZ asked the i'
Minister of Finance: '
f

; What amounts have beer drawn of

borrowed by Sonth Africa from (he {a)
f Interaational Monctury  Fund ang (by
,- World Bank singe | April 1975,

The MINISTER OF FINANCE: !

a) SDR 171165137 - (approximale!y i
Ri39 137 623). :

(b) None,

e



oooxow s Nell'Bebrmann 7 g
. The Reserve Bank has slapped on a fough credit ceiling to curh the

A R,
: [

< e

outtlow of foreign exchange and to.counter inflation, -

" ' Thé Governor of the Re-.’

serve Bank, Dr-T W de

“Jongh,’ also  warned- that -
the authorities would deal -

severely: with anvone who
it contravening exchange

‘control reguletions. -

Present -exchange con- -
frol regulations will.-con- .

tinue. -but - the Governor -
. says that the ceptral bank

1s engaged in a thorough
investigation info circum..
ventions of egxisti €x-..
change control.

It is taking steps o en-- -

sure full compliance with

. these regulations; the Qo-- -

vernoy said.

7 Dr de Jongh- said the

‘restrictions on, credit _ta.
fhe private. sector - com-’

‘panies .and individials —

. would, bg a. femporary
- Teasure. o T

Using Decenther 1975 s

-2 base~the inereass in dis. -
- gounts, loans and advanees -
5
-percent” up fo the end of
Aarch 2nd 0,5 percent a-
-month thereafter. - :

-would “he iimited to

- This means that after

the emd- of March bangk -

-eredit fo the private sector
-will be allowed e increase

at an. annual ate of siz .
fercent,- compared with

annual. rates of 20- per-
gent during the. third quar-
fer and .18 ]
fourth quarier. of . Iast
¥

The-Reserve Bank is also

-limiting -private -sector in--

vestments by banks — for
example, share and deben-
ture investments — to an

-Iintrease, of - 1,5 percent
uitil the end.of March and’

) gﬁ pereent 3 month there-
er, ; .

" The Governor s“aid. there
had been encouraging de-
velopments in the economy

- during*recent months, .but

that. there had besn an
urgent need fo strengthen

the balznce of payments.

pereent in the-

and counter inflation dur.

ing the currént world_ de-

. pression.

-+ Thé& inflation rate slowed

;1o 104 percent: during the

fourth quarter -last year,
but the Reserve Bank says
i remaing unaceeptably
high. - SR ’

. The "cential “bank con:

itnues to be worried about
‘the balance of payments,
even though it showed
sighs " of improvenmient
during the last quarfer of
1975. It is also concerned
about the outflow of cash
which deeurTed because of

‘rand devaliatioh rumonrs,

The credit ceiling added-
further Bordens fo the

banks® problems, AH-oui

flow of foreign- exchange;
the successful Government
stock issue and huge tax

‘pdynients it fHe " end 6f -

the month are causing an
acute lguidity squeeze in
the bamking sector. In.
terest rates are soasing,’

The Governor expects -

easier  bank "™ liquidity

when huge Government.

payments pump money in-
to the system in April and
May. These measures are

~aimed at preventing a -

large increase in bank

- eredit when the situation

€ases,

"



¢ Michael Chester,
¢.i Findncial Editor

“Borrowmg from the
: banks, both by indivi-
duals and by -com-
panies, -will be much
tougher frem today.

The ‘screws were hghten
" ed -sfill further in the cte-
dit squeeze by it Theunis
de Jongh, Governor of the
Reserve Bank, jn. mew
measures “Znnounced in
Pretoria.
Whatever credit. had
. been allowed:by the banks
- ot the end-gf 1975; i tHe -
form of overdrafts and so
on, will be allowed .to
mov":hlaher by hio - more;
1.5 percent by the ;;
March.

'ﬂae‘overall" phcatmns :
_?ﬂir Gordon foord, pre-. '_

were annoyed..that they
were not at-Ileast consul-
ted by the Reserve Bank
about the moves. . .
“Normally we would
have "béen  consulted in

.te.rmsunf an- informal ar:
_rangement wifh, ilie:
-.-Governor, : pamcularly in
wiew of the serious-inpli-

catiods of the new
measures ol the clearmg
bank:

The posmon -with credit
cards was not made spe-

not believe these will be
muck affécted, as so far

-they still aceount for only

a small- proportion of
overall credit.

[ _.__..--.._,,...____........_- N

-eific, But the banks do -



Tile ceevnornl Astn ond surveys,
—

_ al :
HOMELANDS — Genex [ BALANCE OF PAYMENTS |[relations,
Bem A new analysis Cey here-
500 -
See al 400
3oo
See al enerally,
HOMETLANDS — Labour S€e &l 200 bour
’ . oo
F7rL ML 875 /77 \ 1 as
FOREIGN CAPITAL o 1Y ©
Behind the aggregates 200
HOME Do we or don’t we face a shoriage of |—30°
foreign capital? —a40p
In Parliament this week, Finance Mini- .
HOM ster Owen Horwood claimed {rather
astonishingly) that “the facts are against }—6o0;
HOM all these doubts and fears and airy ima- e
ginings that one hears from the other side AL
HOM {of the House).” 7 o ents capital movemenes S and
What facts? That last year's l‘)‘net Change in net raserves
receipts of foreign capital” were a out .
HOM RSO(I)Jm, which, ghe s;;.rs_. is above the 72 Change in gross reserves J
average for 1968-75 {R630m).
HOM There can be no arguing with the times amounted to more than half of total
globular figures themselves. But what  “private™ long-term inflows.
constitutes “npet receipts of foreign capi- De Kock's concluding remarks are
EOM  tal”? And how are its componenis worth repeating. Recent political
defined? Reserve Bank senior deputy developments in  Souwthern Africa. he
HO¥  governor Gerhard de Kock, coinciden- says. have had (among other things) ~a
tally, warned in a speech to bankers on detrimental effect on the net inflow of
" Tuesday that accepted balance of Pay-  foreign capital.™ And although it is too
B pents concepts can be misleading. early to draw firm conclusions, it is possi-
In particular, “total capital move- ble that in future we may have to make
HO¥  ments” (Horwood’s “net receipts of do with an average net inflow equal to .
foreign capital”) include “compensatory”  less than the past average of 3% of gross
HCR loans deliberately negotiated to meet domestic product, :
balance of payments problems. These That. he continues. would necessitate a
include drawings on the IMF and smaller average current account deficit
HQ short-term official and banking sector apq ~thus a lower real growth rare.”
borrowings from overseas banks and Yet Horwood claims the availability of
HOn  official institutions. foreign capital “is not a decisive factor.” H
In 1975, for example. “total capital He must be kidding. 3
movements” amounted to R1 945m. But e
HO no less than R418m of this was compen-
satory finance to bolster the reserves. i
HG Unfortunately De Kock’s new analysis
{see chart) could not streich to 1976. But _
g there are good reasons for believing there
was once again a substantial amount of _
compensatory finance in the total figure ;
EQ  for capital movements, Short-term bor-
rowing by the central government and
HQ banking sector amounted to R520m in .
the first nine months, and it is known that .
a special drawing of R160m was made
HC  on the IMF in the fourth quarter.
I all compensatory finance obtained
HC inbl976 to bolster the reserves is
subtracted from Horwood’s RB800m, how -
He  muchisleft? Not very much, one fears, e HEALTH & DISEA$E.
Another point: Horwood says a size- Hospitals & Clinics
able amount of last vear’s capital inflow )
was “long-term private capital.” That SERVICES SECTOR - Accommodation
Hc can also be a misleading term. As De £
Kock points out, it includes borrowin s ; BRodie
e by the public corporations and Ioci[ e PRICES -~ Consumer Protection S

authorities, which in the past have some-

Financial Mail February 18 1977



| NRY Kissingers company. Fluor officials

: Africa poliey, as | As the MPLA centinues its progress in Angela | bave b‘ien reluciant to
many ocbservers have the new situation is putting the United States comfsrnl_ S. officials say
pointed out, has long in & mere difficuit situstion than ever in its that  the “apariheid
had a Jekyil and Hxde relat ‘cr: with South Africa, One policy de- regime is using the
nature, vocally cc-n- cisicnn that has cc're up is whether to lift 2 appeal of itz great pro-
f‘eulmrv' the TWhi P2-v sa -oid ban direct loans to South Africa fits (profit rates far U.S.
minority regimes in by the U.S. Ex crt Impart Bank. Strong Isb- | Zrms in  Pretoria  are
Southern Africa waile bies zre at work, reports ROBERT A MAN. dof‘,}; "‘;th;,em;‘cfmi_'
! Qme_L\’ forging closcr NING, putting the cases for and against. op;;étionsf and .,_-f;é
| ties with Prot oria. ' ‘mineral resources to Iure
Now, it appears that - ' the U.S. into closer tes.

the  sincerits” of =Ima

A high official of the

sm s:e*’ ciziaste  fir

e €Xper3 and jobs would  ment, NSSAI oﬂ, revealed Expart-Import Bank told

he lost vithout a bank  Kissinger's “secret tilt”
oz Bul many admini- towards the White
tratien Africa advisers Government ang called

the New York Times:
“It's a concerted effort
by Scuth Africans to stir

ber

m

warn toe U8, wowld risk  for easin expart-import gt P
Hepaming i C 1dan. esiri E v p,,, this - oy, and i stems
ceoming further iden resirictions on | South fromr iheir em v .n
3 ~ ) . 3 EE . 2la” &
Atriean. “lonny TR et L“pm‘f Ny Afriea . ...,  Washington” -
Washington tp lift +he f‘*"% iy S. polieY  Some © US.  officials
12yearold ban on dirset 2 Biack Africa. claim Kissinger has besn S@ecﬁhﬁga
Ioans to Scuth Africa by B ?9 SR d and still is in favour of £z
i the E Lxpert If:t‘,;‘““: BF_."‘_.‘E: 1 eivagl‘zwi e relaxing the ban, "~ t‘f« A___—v-;caﬁ off ]QIJS
Administration offi- ' A memorandum . dated It .
! cials have claimed that if Accariing to the New - January 2, 1970, sent by ;;gméh-‘s; :.‘fit.a i
the policy rzverzad,  York Times, an admini mssmger to former Pre . ;re’mrfalar"?i' I::~1.si '
£ : siration staff study com-  sident XNixon, obrained may w g
~ the iigzue {o press subily
pleted in Jant nary fecom- bA, New York Tl-nes sgp-— ¢ o E,wﬂs - ":S aTaroe
! + mended aga.:nst 3 'change  ports this view, It Tecorms %I io*" 3 € ”3,,;E }m
| ment : In polier. In the opinion  mended “that you authe ‘o ern :: 153_ S :
Africa thaf converts esal  of mest m_wzals the cer. vise full export-import “Em“ar tTmport Bank
i : tainty of” ctra_nm *‘ammas for South Africa _p[a] LH > zzid that
clreacds belez Fud red tJ.“S and the Pcrtuguese terrl- officlals have zal -nag -
. i <8 iy . suyet » fved more than
a with Slack Africa out- tories  —  avoldin they rece -
b e S : & a5 lotters frem TS Cone
ns weighs  the rishs of however conspicuons 3 O Soms 1.8
b lzsing marts of "the ron. ‘I—u’*. pro'nw, ion," FTCSSMED. ROME .
¥ Spmat : At o officials sald th=t former
e racc . IQTEIZT Re ported) v ’\:XOI} 1.8 Defenop Srerelary
to conipetit were offore approved the rccommen- ~ealvin ‘ Toird  had
= ine it { dation, hut it v\ never e:'p‘*’?esse'ﬁ i i’t in oo
of : aoted upor ; L PPl
N o ‘“T e %‘o}d ";&im cgal-gas:flcatl on Y;.ro_,ec.. ;
~a th finn hog Boen eeapie: and in chang e loan ’

thle

e er R nol \._l.a-‘.. 'Q
:_-tm y flow of leiters palic '

CunfisTion WWas A
and phﬂ“ . zalls . rum f
i
i
i

to- ho sh—*_'cd

Cc. ‘.‘h’JI‘—Lti \,r:}p-;-c‘e—-.
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: _ , Mercury Correspondent
LONDON — Two major Church of England financial bodies

yesterday announced thai they
attempt to get the Midland B

South African Government. °

They are the Church
Commissioners, the
wealthy Anglican body
with a massive nortfolio,
and the Central Board of
Finanee, the Church’s
financial executive.

Another Interchurch
organisation, End Loans
to  Sduthern  Africa
{Eltsa} has been cam-
paigning for the hank to
stop such loans,

A formal motion is to
be proposed at the bank's
annual meeting on April
7. A number of Church
bodies, including the
Methodists, have pro-
mised their support, but
the Church of REngland

policy has been regarded
as crucial.

Yesterday the Commis-
sioners said they had felt
uneasy for zbout two
¥years over direct lending
by the bank to the South
Afriecan Government.
They are substantial
shareholders in the Mid-
lznd.

.The Commissioners®
statement said: “This
stemns from the racialist
policies associated with
the system of apartheid
which is clearly regarded
with  abhorrence by
church people generally.
This. abhorrence is
equally felf by the Com-
missioners with regard
to racialist and oppres-

Southern Africa.

are prepared to support an
ank to end direct loans to the

sive policies in gH coun-

tries whose regimes
operate or encourage
them.”

The Commissioners
said their general policy
was not to invest diceetly
in companies operating
wholly or mainly in
Southern Africa, but the
Midland Bank iwas not
such a company hecause
its involvement in South
Africa was proportion-
ately minimal

_However, the Commis.
sioners have feit that &
substantial body of those
ot ‘whose behalf they
invest their funds would
prefer that the money
should net be involved in



‘By RICHARD WALKER
. NEW YORK. -—. The de-
cision whether to drop the

ban on United Stateg Gov-
ernment-backed lIpans to
‘South Africa is eXpected
“any ‘day now,” official
Sources. indiecated yester-

of American re-

~fired off
“grams io try to. muster a
maximum protest ag fast
as possible. :
-One informed source
claimed  the decision was
“already “gp President
Ford’s desk,” ang there
- was,_ confidence in some
‘guarters- that it wonld he
" in South Africa’s favour. .
. Focus of the issye is the
"huge Sasol 2 oil-from-coal

" project, for which US com- -

»panies stand to galn con-
- tracts. worth. more than
R870-million. -~ . -

-, It is claimed that they
s could lose
C Pean’ rivals if "they ecould

om0t -offer - direct loan
financing - - through the
T Export - Tmpgrt Bank, the

US " Government’s
- Bromoting agency. L
A strongly-worded letier
Arom’ more than 20 influen-
"’ﬁal‘,st'enators, calling Presi-

trade

Iations with the Republie
a bateh of tele-

all this to Furo. |

| dent” Forg to re-examine.
4 to re-examine

US policies towards South
Africa, has laig great stress
on the bank issue,

It points qut that some
communist countries. were
allowed the facilities, while
South Afriea was not. :
- But there have been
counier-charges that South

Tica is attempting to
blackmail the us into a
pohiey change by threaten-
i ) 5top any Sasol con-
erican com-
Panies, ng . matiter  how
competitive their bids, if

e bank ban is not lifted.

Congressman Charles
Diggs is leading the cam-
baign to retain the restric-
tion and wag expected to
try to use the House sub-
comnitiee op international
reso_urces, Which he chairs,

|

J



s;ZURICH fm Worned over
“what  had" happened in
cAngola;- one” 6f Switzer-

i:land’s - largest banks had .

queﬂ? sold all its own
‘holdings-of South African
“skoeks,
urces said yesterday

They did* -pot identify
¢-bank but-said Hs' ex-
sTecutives were s deeply: .con-
5 cerned m?er possible

Y S

Swiss . hankmg

in.
the entire white-controlied
area: in..the eouthem part
“of Africa;

- future .. developments

The -.bank: reportedly
.began selhng “hree  weeks

ago .as.-Angolan- forces .

aldeﬁ by Cuban - soldiers
-and Soviet -‘material
mopped up resistance, and
well. before European and
.ottier governments rushed
1o recognise the AIPLA.

-'The-gales’ weie: believed
respnnmble fer ‘the -recent
drop of ‘gold mining; finan--
~eial’ and indositial - sharés:
- from. South-
Lﬁndon market, "3
i Bankers mpever talk
about their husmess, but
“ofe banking -official admit-
ted there wa¥ now a ‘“net
selling - sitzation” - from
Smtzerlaud for Suuth Af-
ncan stoeks. .

Other leadmc,
—banks h:mfe\ er-seemed less
! coneerned _and ~apparently
:'cofifinue bu:»,una
riing South- African stoeks,
.‘mainly  on- behalf -
i -clients, although some
~withe more cautmn ‘than-
'5 hefore...
-2 Some : Swiss- ba.nkers gaid
“they cunszdered fears of
adverse i puhtu:a.l -devel-
E opments in. Southern
|

Sm=5

Africa as e‘:aggerated
" in’ Londonm, a dealer

' noted thzt there. was -some

 bargain

"buying. from
‘Thunters, some .of it orig-
. maﬁng from the US.~

-Among - the ‘hardest hlt
South “African - issues in -
London was . De Beers,
“which closed at 244 -down
14 from. Monday's close. At
ofie .stage yesterday it fell -
aslnwas...-'w “—— SADAAP,

Africation the :
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Monetary agreemecnt between South Africa/
f.esotha/Swaziland

A9y LHY
MY

Hd

ey

316. Mr. T. ARONSON ashed the Minis
ter of Finance:

(1} Whether any coun'ry has refused to
sign the monetary agreement exist-
ing betwecn South Africa, Lesotho
and Swaziland; if so, {a) what coun-
try and (b} for what reasons;

{2) whether Lesotho and Swazilend were
consulted about the devaluation of
the rand; if not, why not;

(3} whether  any  compensation  for
Lesotho and Swaziland is being con-
stdered; if so, what compensation.

The MINISTER OF FINANCE:

(1} {a) and (b) The President of Botswa-
na announced in September 1974
that Botswana had decided to issue
its own independent monetary unit
in due course. The monetary agree-
ment in respect of the rand mone-
tary area was only signed in Decem-
ber 1974 by Lesotho, South Africa
and Swaziland and in view of the
previous statement, - Botswana ob-
viously did pot sign the agreement

{2} The decision to devaiue the rand
was taken on Saturday afternoon, 20
September 1975, In wview of the
necessity for carly implementation
of the decision and the problems
egperienced in commugpicating with
the relevant authorities in Lesotho
and Swaziland over the week-end it
was not possible to consult these
members of the rand monetary area
in advance. Lesotho was in fact
informed of the decision on the
same day bat, despite the attempts
made to do so, mo contact could
be made with the relevant authority
in Swaziland.

{3) No.
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TABLE 10: REGULAR EMPLOYEES, AS A PERCENTAGE OF REGULAR PLUS CASUAL EMPLOYEES, AS AT 31ST AUGUST 1973,
REQUL AR EMPLOYERS AS A pERCEHTAGE OfF PEGULAR pPLUS CASUAL EMPLOYEES
RACF = AFRICAM ﬂfu DATE =~ AS AT 31ST AygusT 1973
=) ‘
=
EC REGION 3 4 5 6 7 B 9 1o 11! 12
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£C RFyION 1% [ 17 L& 19 20 21 22 23 24
PERCEHTAGE 43,20 32.47 38,40 57,40 52.32 50.78 46,70 55,80 60,44 45,61
EC REGION Srtros 33 4 a5 36
PERCENTAGE a 14433 57,49 64,52 87,00
EC NEGION . - s - 46 47 48
PERCENTALT 5 38%F fppzed .mw 5 4&%p 8 BS88 8 88 |8 88(8| 47.18 36,56 54,31
o - b Ot [t
I fifs §ep 2381 4 gjf « § 5882 8 88 ‘5 33|%
EC RE., 10N 4 g88 CEECCSE 4 gy gk § "=33 % 52 3 as|g 5g 59 60 | 7
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[=] . ™) F - . o0 ' @ o
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REGULAR Eap 8 3 mmsm mmMMAmm % Mmm o mNm g 3 bmm m 58 85,8
T b [+ Laal - o3 - " @D .
Bl B8R4 RELGL8R o Hyg gy SEAd H By Zepo2g88  Cp88s% 3
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et :Chester,: the’ Right |

" Reverend Hubert: Victor
" Whiisey, -a. ehurch, com-
misstonsar,” has publicly
- dissociated himself from
a Prass statement issned
o hy‘ile :eommissioners
C idﬁsinv .the- Mldlam_is

“he: sas?s ‘he,, Organisa-.

ilon: of:. Industrial and
Intematmnal Finance
“and Investhieat is’ of
.sueh’an infricaté nature
"that-the singling ont of
one:. particulay -institu-
tiom “appears” peculiarly
oﬂions and unCh’nstim

3 d‘
thausbghtest ]muwledge
of ' thése: mattérs” will
at betweén in-
invéstment,

Jmoney.and Euro-
cutrensy-markets;” multi-
national 7, eorporatmns

and - subsid;ary compan-
jest it {5  Iiterally Impos-
- sible 0. acduit even our

. Sirivestment”. in
_diny - particilar- éotntiy
of . the su—ealleﬁ free
wb"ld.’
He said:’ ‘Wou!d 'thnse
:church - - commissioners
. -and others sHo pledge
- suppott for a: resolution
",,beft;re he; -bank’s an-

"=i?a cessation. of. all” loans

'.-.rj;-zo the.: Sonthl “Kfrican

re!atmnships “to
- . Afriea?” Do they
,-sti[] eat - fruit-and vége-
_-tablés: from. South ~Af-
- Tica? Do they. cast away
“thevgold- and «damonds
of: thexr personal fadorn.

::ment" Po’ ‘they inquire

own: everyday: . attions.
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Bill aims
loans for

THE ASSEMBLY. — The
Taamn purpose of the Iron
and Steel Industry Amend-
ment Bill was to enable
Iscor to compete success-
fully for loans in the local
and overseas money and
capital markets, the Minis-
ter of Economic Affairs,
Mr J. C. Heunis, said in
the Assembly yesterday.

This would enahble the
corporation to finance its
development and expan-
sion commitments.

Mr Heunis, who was in-
troducing the second read-
ing of the Bill, said that
to achieve this aim the
corporatien’s ratio bhe-
tween assets and debts had
to be improved.

The most practical way
of doing that was to em-
power the board of Iscor
to increase its number of
B-shares from 350-million
to 497-million,

The Bill also provided
for the simplification of
the procedures tp he fol-
lowed by Iscor in negotiat-
ing loans. This was done
by empowering the Minis-
ter of Economic Affairs,
instead of the State Pre-
sident, to approve new
loans,

- Another provision in the

to easg
Iscor/r.

Bill would enable Iscor to
make free use of tempora-
ry borrowing powers fo ob-
fain bridging finance fa-
cilities to an amount
equal to threequarters of
the corporations issued
capital.

Mr H. A. van Hoogstra-
ten, UP Cape Town Gar-
dens, said the United
Party supported the BiH
and in doing so it was
necessary to emphasise
the giant stature which Is-
cor had come to take up
in South Africa’s economy.

Mr Gordon Waddell,
PRP. Johannesburg North,
said that while the PRP
would support the second
reading of the Bill, it call-
ed into question whether
Iscor's policy of artificial-
ly keeping down the price
of steel at the expense of
the taxzpayer should con- H
finue. i

While he accepted that
the current price policy
was aimed at combating
inflation, the changed
economic circumstances
might justify transferring
the burden from the tax-
payer to the steel consum-
er hy selling Iscor steel
at world market prices,
Mr Waddell said. — Sapa. \




“Diamond market
‘goes crazy’

Own Correspondent
DURBAN, — The market
for diamonds has “gone
crazy” in Duwrban hecause
of the Angolan crisis, ase-
cording to jewellers.

One jeweller estimaied
that stomes worth about
Ri0million are being
taken out of the country
every month,

GUESSED

“Good gquality diamonds
are unobtainable in Dur-
ban. I never guessed that
people had the large sums
which they are now pre-
pared fo offer for these
stones”, he said. .

Diamonds thave heen
hought in parcels worth
RI1G 000 at a time. People
were prepared to pay high
premiums in order to get
some of their capital out of

———— -

’Df m_
¥/ L7 |

Soutﬁ Africa.

Similar patterns have de-
veloped in the Johannes-
burg Stock  Exchange.
There has heen heavy sell-
ing of South African shares
-overseas due to fears that
the current lull in Angola
will he shori-lived.

A broker said he had re-
ceived un order in Durban
to sel more thap R500 060
South African gold shares
which were held by one
investor whose scrip was.

in an overseas bank,

Toe stock market has re-
mained surprisingly firm
in the face of evenfs in
Angola, Rhodesia and
South West Africa hut the
Tush to buy diamonds and
dump South African share
holdinigs abroad are signs
that a shake-out of invest-
ments and people is taking
place. )



Buthelez1,
'at'tack

}}Ne stmént

Staff Reporter

‘»" _

KWAZULUS iChief Gatsha Buthelexi and the Rev C !: ﬁeyers Naude,
director of the Christian Institute, yesterday issued 2 joint statement con-
demning forelgn investment in South Africa’s “central economy Y

Their sﬁatement issned
by the . institute’s Cape
Town office, comes at a
time when the Govern-
ment’s détente policy has
been battered by evenis
on the subwcontinent and
when it is being harassed
by fcreipn pressures as
never hefore,

The statement is a reply
to remiarks - by the

" Minister of Bantu Admin-
istration, Mr M C Botha,
who said that homeland
development could not he
carried out at a pace
whieh would have a detri-
mentzl effect - on South

Afriea’s efoniomy. - -

The sbz{teme-mt said that
it the homelends existed
ondy to make labour avail-

ahle to maintain bhe living

- fempts to ircrease the re-

sﬂandands of an ehte and
to “provide benefils for
the favoured few”. only
one conclusion could

drawn. :
BEVOID e
This was:
vestment in the . cenlral
mnomy is devaid nf all
maorali
It wes equany evident,
the two men said, that at-

sponsibility of employers
and investors within  the
system would do *wothicg
to produce “the nadical re-

distribufion of weaith and
the. €3

power -which are
semitial pr&requisitas of
justice and peace”.

The statement alsa ca“l-
led for a petional com-
vention  in which Blacks
could speak for them.

-selves on the matter of

foreign investment,

Iin 75 preamble the
statament says: “In South
Afriea for over u centlmry
capitalistic paternalism
has  produced the— con-
clusive evidence which
makes us reject, govern-
ment by a minority elite.”

DOOMED -

The statement’s aunthors
say ‘they are convinced
“that this capnt.aa:stxc en-
deavour is doomed™,

“It will fail because the
needy millions of South
Africa require for them-
selves fhe liberatien they
witness among their
brothers in. nelghbonrmg

“xIt “will fail ba-uause no.
‘concessions’ can relal the

erip of capitsalistic gontrol.
enough to enable the opp-.

ressed masses to discover

amd express their own dig-.
pity and self-respect in

our lamd.” .

“Foreign in-




3

" Chief Gatsha Butheléri of kwaZulu will ins.
- .vite homeland and other Black leaders to a

national convention to discuss the “crucial |
assue - of foreignl_in&ves‘tmem in South Af- |

e . )
e e b
o Hexsaid"'iast-xiight ‘that )
" any decisions about foreign !
i investment shouid be taken
-ByY a representative body
of Black leaders.

Chief Buthelezi and Dr O
F Beyers Naude, director
of the Christian Institute,
have issued a highly eriti-
“cal statement on foreign
- "investment in South Africa.
=~ They" said that it . the
. homelands existed o Ppro-- 4.

vide Izbour to maintain the
- e2sh economy and standapd
“of living of -elite Black
and White South Africaps

i and to establish an econo-
smic buffer: zone of  home- -
crlang economies tg protect .
the | central - economy for ;
_ the " faveured few, ' then’
' “foreign - investment wag
; devoid of- all Imoratity.”
. WARNING - - A% o
| .Dr ‘Naude 'dnq ' .Chief
f Buthelezi warned thas- a ' T
" radical -redistribution - of

wealth, lahd and political
i Power was essential for !
| the establishment .-of a
-stable and moral’ society.
: c¥ say -that+ capitalis.
tic paternalism in Souih
Africa had produced. con=
“elusive evidenep that gow .,
ermment by g -talnority
elite should be rejecteq, .

Chief Buthelezi's atiack
on the .Government “and |
forelgn  jnvestment repie: -,
sents a signifieant shiff in"
his- opinion bacause of; his.
shvious disappointment -in"
foreign Adnvestinent jn- hig. "
homeland ang-jgs failure to:
bring about any.meanjng;,
ful change in South Afriea,

‘BELFISHNESS* -

The success of “hig. sall |
for a natigna) convention |
will depend answhether ord
not other homeland leaders . |
will support his'statement,

Both Chies Buthelezi and .-
\Pr Naude ‘said, ‘that ‘the !
present capitalistic: . endegs: |
£3our - wounld " fail . beeauss”
(Jthe. “selfishness of ' Southe | - »
* fAfrica’s White -elite was ,
m}’.‘eaﬁsﬁﬁ” AR el

They said - Whites:; had .
“tdeniag Blacks iiveess to-the

Pt =— "‘i-il'ﬂ"’ .o

g
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LAWE “aqnifess: to, being ‘puzzled ~ homelands, rﬂﬁ'it'esxmg’E OfNHAL:
| ahd disturbed by a:statement: _fﬂ?ﬂl@w?“f%t%ﬁ%%@&%u._, ndsil
ibout Toroipe mvestment made by HiomSelres Ay UL SR
| Chief Gatsha Buthelezi and the Rev: " d ot undérmining * B St
Beyers Naude- this week: In' fair-". fry’s economy. is ‘herfenioted:bs i

-ness, it.poust be recognized ‘that ““a matter ‘of-
‘the statément: was”put condition:  enough &« )
‘ally, thus: o .o o -withont anyone-. aktilic
. J¥f the. homelands exist to ‘make INg new oNes, U o1 ta 5
},—',_'labom_: available: to maintain the cash © . Moreover, 4he, .cu_rrénﬁ :

< “economy and standard of: living of the .+of -Ban R A o

e

elite (Black, White, or. both)-and 107 3, s  ¥ie unfair Ol R LT
establish an-economic buffer zone . of. gbasma_ny- unfazr ,féﬁeg:?‘?"am-ﬁ‘f‘f
homeland . economies to protech:the’ 115 1O doubt-a short-fterm=Dp
%:eng'lal ?conomaé f.and provide h’eneﬁég ~merion’and: will bey even:.
or the favonred few, we can.come {0 lived if foreign Linvestmentiieons
- only- one comclusion. - Foreign invest-r. 3z e TRt AP Ica
_ment in the central economy is dévold ©-tinues: 10 flow . into 'South Afriga’
- "of all morality. - .. i, the: : aFt-¢
s necessary, for.th heid. "

i

- - Clarification 1 _
| ‘statement appears fo repudiate-all;
} sforeign invesiment in the “central’
siaconomy” - in - present:political "eir : W 0
~eumstances, 1e.. while . an;, unfair;—cans: would —be;il_l—gﬁgjsnﬂu?
“ideology of Bantustans is ‘the yuls" off -.this: declaration . with
ing philosophy. If so, the view'ls} further - reflection.’ The fac

- {in our:epinion ill-advised .and-con- - men of  the stature locally’ andsy,
{-trary to'the:interests of the entire. abroad, of Beyérs Naude and. Chiefs
“population,;Black and ‘White. Boy- - Buthelezi should :feel impeiie; [ 0]
_cotts invariably. rehound on those ~ resort to appeals. of this igort. 5]
“who try to ‘Inghgurate sthem,-But_ highly significant. It su gests that
'were an investment boycott to .. the radieat litjustice of, outh-&dris
take even “partial effect, it would “can society and: the glaring=n! ki
hit the masses much harder than = distribution of wealth,  land,, ARd:E
“the “favoured few” who are Chief political power are ereating soelalt:
“Buthelez’s -and Dr Naude’s prime . pressures which canild shake’South ;
i

target. Blacks have less to cushion - Africa to ifs very. foundations yines
themn in any deterioration of eco- less thorough-going. reform igdnstis,
.nomic circumstances. They are the tuted. If the rermedy proposed by
first to be affected Dy unemploy- ~Beyers Naude and ‘Chief: Buthelez!
1:ment. And a diminution of foreign must: be -rejected, ‘it must every
investment .in the “central eco-. theless be ‘recogmized that: thér
nomy” would make fewer funds malady they have diagnesed ‘is reatd
" available_ for development of the - and dangerous. I
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5. to South Africs. by the E Borhimp'oﬂyﬂaj;k :

: foan o »
i bnsines;;‘ingez_’;stgf and. consery tive members of Co
SRt DL TTNE members of
L R Tt -8 oo f
. ER The *National - ‘Seenrity
ountil was ‘seheduteds fo.
"> Yeview the ‘ban, fhey gaid
“Ingtead, it'was ‘decided - ey .
Utimply o soneel the: o lute, '
5 ¥iew . sessioy, €aying the . cerps havé bean permitteq -
- bfn imtact. . ' colite oht_zllin lo2n guarantess -
Y 1 R med” a2 "-and bans-of wup tp -
- 3&'1%;(?5? ;s:gge_a%?fng‘ «_2million .. dolazs ! (BLT
.5 conservative senators sentt " million) op s ansactions -
© &letter in Jate January to -with South Africa..
-President Ford saying the - - 'SASQLPLANT !
, an‘"‘hﬁld . bﬁ . B ‘ . L ";'; (Pt
- dppraised because it ‘ten. __-_'-i.B“t’"Amen‘?anﬁ‘?!*th’M'"#-
ded to Hmi Tican  businegs iiterests | . served that -
South Africa’. . oy ety sought dfoalﬂs-and‘ eal time' 1
N < e L LSRN -/ -3 T €3 . ony dea §: DHE~ a2t g
- Bpgsea e Shirply = Euarant volving - mulsi O South
(ullion rand:investments., “with
N h‘linked'-principaﬂy with the “Niftin

 Fhen It was argued. fhat pinn Sascf_.}*"""i,g'g@*f?ai [ elieve” the

t
:Savouring * Soutk 1 Agricy, 2 Southy Af. . o, 0ur relationship
nggzt;xateft by vernment cﬂi;gnr- ” Whm}%: have 1q
- would - have. a disastroys . 2tion ;oo sought . rarieid i
impact o - United  States - - 225-millior; dollar A

LBy toward Black ar. . (R1956milliony toan nad @ Ourfinanciar spgps ¢ I8
Th : o T2 _Buarantes. op another ites: The. i P ;
NHe E .. 225million doliats. o0 ey wri pan e Yefusal to fift

SR ,\'.-_—CMIERCE' Y plant. Co -the ban on ©g Import.-, ‘b

« _The sole branch ‘of the 1 §eate Departnient offi. - Sou&n -Aﬁ-iaczkis k:f,ﬂ?keig‘lr b

* Feders] Government that “elaly said the decision to 1o cause much impact on
“Supported loans for South - eontinue the bap was " the 'normal figw of ‘trade .«

Tica was the Commerce “made- earlier By demands - ‘between t ke two -coup. .
Department, Administrg. «“&'of;:;u-‘numbap of - liberal - tries, becange littla or ng ' P

tion officials saig. S medrfzh‘érs of theh; Senatz. dependence is mads ¢ on - C
i - South A i kan. --and! Ongress wheo . Sent ) : i

pyng S mExpf,frfﬂ’np‘:,’;’t‘ L Jelters to” Presideny By ay ank” for tndtvidyal .
 Gollinien 00 of the Tt week, R s
- Goyer 0 shift. " clarified - 5¢ et K
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. fan trade through ‘Igus,’ ¢ The-dirst letter, drafted "t-fipﬁ'%%fr S;i‘;‘gﬁ;;,,‘,, -
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The Ford Administration has decided to
maintain the 12-yearold ban on loans
over $2m to SA by the Expori-Import
{Exim} Bank — which finances foreign
purchases of American goods on advan-
tageous terms — despite heavy pressure
from business and conservative members
of Congress.

Technically, the ban is stil “under
review”, but White House officials made
it clear this week that it would stay in
effect for the foreseeable future. They
revealed also that a special meeting of a
sub-committee of the National Security
Council to reappraise the ban had been
cancelled.

The immediate effect of the Admini-
stration’s decision is to raise a question
mark over plans for a consortium of
American companies to build the Sasol IT
project. An fmitial request for an Exim
Bank loan of $225m. and a loan
guarantee of a similar amount, had been
made in connection with the project.
Total financing needs were expected to

BLOW FOR SASOL ||
approach $2bn. F—M /7 3/76

The ban also means Exim Bank
financing will not be available for other
potential large-scale business transac-
tions between the US and SA, though the
bank is still allowed to make loans and
give guarantees of up to $2m to stimuiate
trade with SA.

Fluor Corporation's attempt, for
example, to raise in the US almost
8450m in loans for its work on Saso! II
now seems in dire straits. The outlook for
another $1,5bn of direci American in-
vestment in SA factories and mines each
year could also be called into question.

In late January, a group of 21 conser-
vative Senators sent President Ford a let-
ter wrging the lifting of the ban which
they claimed “limited US influence in
SA”. They were supported by the Com-
merce Department, which wanted the
bank to be allowed to make up to $450m
worth of loans and guarantees to SA.

However, the State Department
strongly argued that it would weaken

American influence in Black Africa at a
time when it had already been under-
mined by communist successes in
Angola. President Ford’s political
advisers also feared an end to the ban
would cost Black votes in the coming
election.

The White House also came under
pressure from Congressional liberals to
maintain the ban, which reflects Ameri-
can opposition to apartheid. Last week,
Republican Senator Jacob Javits and
Democrat Senator Dick Clark wrote to
the President urging continuation of the
ban, as did a group from the House of
Representatives.

Meanwhile, Democrat Representative
Charles Diggs has urged Secretary of
State Henry Kissinger to visit SA when
he tours Africa in April. However, State
Depariment officials doubt that Kis-
singer will, arguing that in an election
year all he could do would be to criticise
the apartheid system in South Africa and
the country’s racial policies.

920
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ort-fterm money

| o 11 43 °
rates soaring

RATES for shori-term money are soaring. The current acufo
shorfage of eash is causing finaneial houses ta

13 and 15 percent

This situation has been
brought about by =&
general tightening of the
money market this year,
the Covernment's strin. -
gent Hguid asset condi.
tions, which have been
imposed on the hanks
and the seascnal move-
ment of fends from the
private to the publie
sector.

But i is not only the
banks whe are shart of
cash. There were seven
municipal issues in
February which fell
short of their targets.
Among these casualties
Was a2 ecapital raising

‘effort by Pinctawn.
Cuotrent  issues = are
being - wrapped in aH

i

f

for large par

Financial Editor

kinds of attractive early
redemption options, flex.
able interest rates and
high yields in a bid ig
get money in,

DEBENTURES

These efforts have met
with some success. It is
reporfed that Amecol's
R15 million debenture
issue, offering 13,3 per-
cent, wil attract more
than is reguired.

The City of Cape Town
has come to the market,
also for RIS million.
Four loans are available
which offer .an interest-
ing mix, There is a fixed
rate of 115 percent, for
20 years, a variable rate
of interest or a graded
ecupon with redemption

‘ &i}itions:.
These frends in the
short and lonz term

" markets are disturbing,

varticularly when they
are studied against the
backdrop of the widening
trade gap, falling gold

qaote between

cels—R250 000 and above,

production and the hesi-
tant bullion price.

Meanwhile, reporis
Sapa, South Africa’s
trading figures continue
te show a deficit,

Trade statisties
lexcluding gold uilion)
released vesterday by
the Department of
Customs  and Excise
show a deficit in the
{irst two months of this
Yyear of almost R400 mil-
lion, compared with a
deficit of R272 million in
Jarwary and February of
1973,

IMPOBTS

Imports in the two
months . totailled R99§7
milion compared with
R928.2 million in the 1975

period. Exports totalled

05371 million against
R656,2 million in 1975,

Imporis were higher

from Afries at B39 mil |
Yion {1975: B358 million), |

Hurcpe R565,2 million
(RE54,4 million) and

Ameriea R231,1  million
. (R186,1 'million),

but
lower from Asia at
R1389 millfon (RI50 mil-
lion} and Oceania at
R1s,2 million (R18,2 mil-

Hond, °

and - QOceania

lion) but foll fo Hurope

Bxperts rose to . Africa
'.at R87 millign C{R83,T.
- mithon} -

. R7,7 million (R48 mil-

'

at B340.8 million (R3954 ;
million), ‘Americs . R64,2

million
(R119 million}.

{R658 million} |
and Asfa R110,2 million .



is
in-

"Government alone
responsible for
ftation.””

exporters of capital because
if they succeed in getting
permission they get their
capital out at a favourable
rate.

“It is past my under-
standing why any Govern-
ment shonid regard that aga
sensible policy to follow.”

Professor Friedman said
he did not consider the South
African inflationary
problem te be of major
proportions. It could be
brought under contro! ‘‘not
without pain’ but with
relatively little pain as we
could afford to move
gradually towards reduc-

tions in the rate of price in-
creases.

'""Exchange contro!
doesn‘t work.””

He prescribed his now
famous monetary cure for
inflation for the Sounth
African economy: a gradual
reduction in the rate of
growth of the money supply
— for which the Govern-
ment and the Reserve Bank
alone have responsibility —
to a rate compatible with
our long-term interesis and
objectives and then strietly
maintaimed within a clearly
defined range.

The range he presecribes
for the United States is
between three and five per
cent. He was reluctant to
suggest a range for South
Africa but said that it might

be of the order of eight o0

STEPHEN MULHOLLAND interviewed
Professor Milfon Friedman in Cape
Town this week. Exiracis from the inter-
view appear on the back page of

Business Times.

PROFESSOR Milton Friedman, the
world-renowned American economist,
this week recommended fhat South
Africa float the rand and abandon iis
policy of exchange control.

In an interview at the Graduate School of Business

at the University of

Cape Town, Professor

Friedman, who has been called the greatest
economic mind of the century since Lord Keynes,
said that pegging the rand to the dollar and enforcing
exchange control was fantamount to “‘subsidising”
those people who succeed in exporting capital from

South Africa.

He -said people who
wanted to sell asseis in
Sounth Africa and transfer
the funds abroad were weak
holders.

A freely floating rate
would mean that as these
weak holders offered their
rands in exchange for
foreign currencies the rands
would fall in value relative
to these foreign currencies
thus penalising the exporter
-of funds. from South Africa.

The buyer of the asseis —
in South Africa for rands —
is clearly the strong, and
therefore more desirable,
holder of assets from a
South African point of view.

Exchange control, says
Professor Friedman, does
not work. People find ways
to get around it and, in any
event, money is far too fluid
a commodity to comtrel in
thie fashion.

Professor Friedman said:
““The effect of an attempt by
some people to get their
capital out of South Africa
in a free exchange situation

Is:

{a) To transfer capital
from weak hands to strong
hands.

(b) To require those f)eo-
ple who get their capital out
to pay a price both in the
form of a lower selling price
for their property and a
lower price in foreign cur-
rency for their rand.

Subsidy

“Now let us suppose that
you are suceessful in main-
taining exchange control.
The eifect of {hat is simply
to improve the conditions of
those ‘people whe succeed in
gefting their capifal out of
South Africa, that is
equivalent to a subsidy to the

e ok

1

! . and nor do anti-
inflation campaigns.’””

s

ten per cent given the state
of our developrnent.

Professor Friedman, who
has advised presidents of
the United States and who is
consulted by the United
States Federal Reserve
Board, was extremely
critical of the Government's
anti-inflation campaign.

“'The effectiveness of such
schemes is zero,”” he said.
“Their purpose is not te
slow down inflation. Their
purpose in every country in
which thev have been under-
taken is to try to shiit the
blame from the Govern-
ment, which is the oniy
source of inflation. to in-
dustry or to labour or to the
consumers who are not the
source of inflation.”

He added that his
remarks were ‘‘an exag-
geration in one sense, and
one sense only: the populace
at large is a source of infla-

' tion insofar as i pressures

the Government to under-
take inflationary policies.”
But, he went on, the
Government alone has the
printing press to preduce
money and the “‘Govern-
ment alone is responsible
for inflation: all this
advertising is simply a
smokescreen to conceal that
.basic, fundamental fact.”




change TeServes — eyen
With the goid cantent valped
at a realistic Market-related
Price — jg now
tably below the
cepled safety norm of equal.

The extent of rebuilding
to be dope and to

in economie growih may
well have tg stretch well inty
977 in spite of the expected
a}psurge in the major
estern €conomies,
the Uniteq States,
sharp ang

the gold price
would, of Course, change aj]
this

STRATEGY

But present evidence spg.
gests that while the gold
Price may hojg at or abgye

Price hike, _

South - African
Strategy for thig Jear searpg
heavily reliant op improving

ling the cost of three months &
imports.

led'by b
Sustained ip- 1

Reserves below

probably work un-
there ig Sufficient
fright taken of the
in Southern Afries
the major Powers tg
breaten tha mich-needed
hefty capitai inflow.,
Bat asspmin there is ng
co_nse%uential problem gp
ide it will stilp be neces-
Sary for the authorities tg

Y the
ank befora today’s
; figures — were
R1217g75 619, of which
R377 565

was in gold at

the old officjg] rice,
ing a mar et value on
the gold of $110 waylg make

D
1% el

the totg) about R2 ggg.
million,

It ean be argied ihat the
foreign assets beld by the
Test of the banking sector
should be added, huf a5 there
are more thap offsetting

can

labilities thig erha
etreatedasneutr s @S can
€ centrgl Vernment's

holdix_ag BOW that it hgg

last year ¢
PIop up the Tand, which
stood at ihe last official
count at R675-milliop,

Take this from R2 opg.
million ang the true pet
Feserves, and allowing for
some over-simplifieaﬁons,
are about R 300-miltion

Imports in only the first
two nionthg of this year were
just under Ri Oﬁa-miuion,
dccording to (yg
Ezcise, ang R200-mitlion for
ofl and mij; uf
Beeds to pe added.e?\lowhere

€e-month impors
safety pet, :
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‘Bank finds

sales harder

. Own Correspondent
LONDON. — The chairman of Barc!ags Bank,
Mr A F Tuke, said here yesterday that South
Africa’s economic attractiveness abroad had
declined in the past three years.

At the ban¥’s annual

meeting, largely taken up
by exdiairges en Barelays”
links with Sputh Afriea,
Mr Toke said it was “a
mafter of economic faet”
that foans to South Afriea
and other parts of South
em Aifrfea “were verny
much more . diffienlt 1o
sell now than they mvere
three years ago.”

Mr Tuke rejected a.vall
from the Young Liberal
Ieaﬁﬁr’ DT Pg;ter Hain, for
Barclays to stop propping
up. “the evil apartiweid
System.”

Mr Hain is not a share-
holder ©of the bavk, A
stafeément 'by Him was
read by a member of the
Anti-apartheld Haslemere
Group. . i

INTERRUPTIONS
- The statement was fre.
quently loudly interrupted.
1 ™r Tuke said there was
- a_genuine “differerce of
view” won doreign in-
vestments in South Africa.
1 Mr wke had some
{ criticism for the pass. law
+ system in  South .Afriea. { .
He described the laws .as | :
“veny, very tegrettzble®
and said he iwas prepared
to raise the issue when he
pext met the TFinance
Minister, Senator Owen | 1
| Hormwood. 3
Questioned on Bardlays | &
- policy  £o the 9n
deperdence of the
Transkei, Mr Tuke said
the bank had branches in
the area “and wve propose: -
to stay there> T




The Star Burealt
LONDON — Chief
Gatsha Buthelezi, the
kwaZulu leader, has
told BEC radio
iisteners that the ques-
tion of investment n
‘South Africa isa “very
complex one.”

f"I‘hat’s why I have sug
gested that we shouid
rather have a conference
of Blacks in South Africa
{0 have-a Black consensus
~on i,” he said in an

interview ~ on _the early y
‘morping church. pro- ‘
 gramme: . 3

“f -pélieve: it is g very -
crucial - issue,” he said.
was-urgent 10T the-Blacks |
{o provide their-own con-
sensus - because “the ave-*;
rage White: man edrns 14

* {jmes .moTe than a Black
man .

" Given. inflation and all.
the things that had oc-
curred in - the economic
Tife: of South Africa, he
wondered . whether this.
| gap in Incomes could ever
be eliminzated..

If invesiments wete pro-
moted only io strengthen
the ceniral economy,
sthep clearly Our conclu-
sion iz that investment is
devoid of any morality.”

This was a very com-
plex issue for Christians,
nof only in Britain but in
many paris of the world
becaitse uo Christian,
either directly or indirect-
ly, wanied to strengthen
apartheid or the apartheid
society.

What contribntion
could the churches in Bri-
tain make towards Soutl
Africa?

«“There gre many things
which the churches could
do,” said Chief Buthelezl
«at present we need a lot
of assistance in education
and ,i.u medical services.

e thought that the
church 2lso pecded 1o
support the development
of Black consclousness in
South Africa. “If e
churck im Sguth Africa
and here does not idemti-
fy with the struggle of
the Black man towards
jiberation, ithen the
church itself’ will hecome
irrelevant.”

i e, B T R CIAE AR e R

Pa— ]

i e e R TR T AT .Y

P



oney
‘market
S~ 1
;crﬁnch A

&
L
-

f=3
w3
3

‘ahéad

£
A ain

~dlitrg

«? -BY HOWARD PREECE DPayiig the bills in the last

PO

“

¢ A& DELAYED spending This held back the already
‘i SDree by some Govern- whacking increase in
ment{ departments is con- Government Sgggdmg for
... ibuting fo present easy last year that has been of-
"4° money market conditions ficlally disclosed by Senator
3%and the downward trend Horwood.
*1in short-term interest But as soon as the new
~Tis-Fates, financial year started on
"iCiSTBut there is growing of- April 1, there was a vast
5%ficial concern that some backlo of payments that
 ZBusinessmen and bankers S being made.
“idinay be sufficiently lulled by _ That is fine for immediate
the present conditfons to find easy lquidity conditions in
i -themselves in acute and the economy, but it must
»1 gypainful difficulties as the full make the full impact of this
1o dmpact is fell later in the year’s estimates of a rise of
sapieyear -of the Budget squeeze only 10,5 per cent in Govern-
.esiz@nd- the clamp on bank ment spending even more
anglending. ' severe as the resiraint is
t i~ Those who are caught un- felt. ] )

- awares will discover bitterly  On top of this is the ir-

sdate that appeals to Govern- regular flow of tax payments
ment for an easing in the to the Exchequer. It will not

- tough monetary and fiscal effectively be until about

=policy will go unheeded - August that the Budget pinch
~_The strongest possible ad- really begins to hif the cor-

.Vice o “he prepared’ is of- porate pocket,

“feéred. ) Although  Senator
*The delayed State Horwood’s Budget ¢lamp on
spending spree arises from spending bas been intellec-
the fough curbs — defence tually understood, and quite
excepted — imposed by . widely praised, it is doubtful |

- Senator Horwood even if it hasbeen emotionally as-

,before the Budget. . similated, .
‘'Some departments _ Theeasy moneypositionis
“already had p well ad- perhaps the only justifica-
vanced to carry the Ldvasy

-espending far beyond ever £ |
yriimits permitted for ! llWIrl
\A1975-76 financial year. : | :

v What they did in

son

cases was not to cancel '
plans, but simply to withho .
£ ] o ]
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CHRIS CAIRNCROSS
Tndustrial Editor

CAPE TOWN.
Government 1ay
to exercige greater ©

ontinues over

a possible rand devaluation.

¢ Affairs, M
the Federated
§ Industries ex-
acutiv% council meeling in
Mr Heunis S
appointing that
been “se\jeral

aid it was dis-

TUMour:
evaluation OF

" pankson ran

lags on the palance of pay-
ments resulting from su
rumours have been
facilitated by hank credit.”’

7 do not wish to confuse
patriotism and realistic
business practice, put I do
want to say it will be & sa
day for D ing in Sou
Africa i continued speculd:
tion against the interests of
our country tilts public opi-
pion towards demands IoT
ever greatel control over
bapks to ensure conduct in
accordance with the national
interest.”

Export
retaliation

with retaliafory ac-
some govermments
of the assistance it

dustries, says th
for Commerce,

ying to calis at the ex-
ecutive council meeting of
the Federated Ch

industries for incrgased

had probably gone as
aid in using public
funds to boost

that the inc

tit subsidy, and
atory action had
slready been taken.

harm.

1 ent of the FCI,
vir D. V. Benade, said -
establish 2
ittee to ino-
restigate opportunt

wyrther import re

justry would

ca
Lect of reducing
foreign supplies.

uter reports

the busines:

tations diminisied for the
second quarter.

C0-OPS

The industrial editor of
Business Mail reports that
industry has renewed IS
plea for a tax to be levied
against the surpluses of €0
operative gocieties.

The attitude of FCI
delegates refiected a
frustrated sense of injustice
at the Government’s hedging
on this issue since it was
raised several years ago.

Mr E. Hausmanh, presi-
dent of the Transvaal
Chamber of industries, said
that industry did not resent
competition from CO-
operatives.

But the competition must
be fair. He drew attention to
the significant growth in the
reserves of co-operatives
and to their «gpparent buy-
ing spree’ designed fo
entrench their competitive
position in the econmray.

The Secretary for Iniand
Revenue, Mr W. J. H. van
der Walt, said the
authorities had the matter
under review and that taxa-
tion of co-operatives was not
as easily achieved as some
people imagined.

A delegate said: “t is
‘clear the co-ops have too
much political clout for us to

s mood achieve any success 00 this

itiable with expec-

_/__/_____—-—_-_—_——’—-‘

one.”

e
) S5)e

peculation

warned businessmen
stockpile imported
n anticipation of
ort eontrols.

themn will burn
and through
essive _stoc,l’; en-

recent rand
had provided in-
creased prosper!
uth Africa io- |
dustry.

Where additional incentive
was required the i
strument was Customs
and not import control.

INEFFICI

«] wish to mak

clear that the Go
rejection of

instrum!

o
—

several dis.ad-

vantages in theuse of import

te(tii_ the price

ible that import
confrol could give Ti

to obtain import
with the smal-
domestic value
and with litle poten-
tial for sound gro th

The only SO

i
mport control will
cially harmiud -
flationary’ effect” bY

the degree of com
hile increasing de-
domestic investment and

gnomy,” sal

N aprmee—"
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sh

uls 7
houses ap roved

HOUSE OF ASSEMBLY—
The Treasury has approv-
ed in prineciple that

foreign capital can be
used for build houses,
the Minister of Communi-

-ty Development Mr
Madrais Steymn, announced
yesterday. .

‘The use of thzs capital

. was subject to three con-
ditions. The first was that
- the total amount annyally

from this sourcé was not:
yearly ‘more than ten'per”
cent of the amount”

available for housing’ from
the budget.

Last
a furt
could have been raised for
this purpose. :

The second condition
was that amounts which
were ‘raised under the
first. condition could be
made availableat any time
during the-loan period of
that department. -

ear, for example. :
er R11 million -

The third condition was
that if a financial concern

expressed interest in

building houses itself, it .
-would have to ténder on a
cormnpetitive basis against
other people.

“There are offers of this

* kind which are now being

considered,” the minister
sajd.

The department was
giving urgent attention to
this and as-soon as details
were finalised, housing .
programmes for squatters
would recewe a major
boost.

‘““The scheme wui

‘possibly make it possible

to make a ‘start to build
between 6 000 and 8 008
more houses for
Coloureds in the Cape
Peninsula during 1976-77
bver and above that which
can be constructed from
normal sources,” Mr Steyn
saxd — PC.
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‘warns agamst
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stake
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_ JOHANNESBURG. -— Overseas investors
withdrawing their capital from South

- Africa were warned last night that they
could be repeating their post-Sharpeville
mistake when they lost heavily.

Mr Eric McKie, presi-
dent of the Johanmesburg
. 8tock Exchange, fold a
Protear Holdings group
“dinner here thaf South
" Africa’s
~lems, with inflafion, the
liquidity erunch. high
interest rates and adverse
balance of payments, were
‘heing compounded by
* political problems.

These had been aggra-
vated by the events in Mo-
zambigue, Angola and Rho-
desta, and had led to a
eertain reluctance of over-
seas imnvesiors to risk in-

‘vestrnent in Seuth Africa.

“There has been some
evidence of withdrawal of
capital from South Africa,
he said.

‘However, in this con-
- pection it could well be
that overseas invesfors are
repeating the mistake {hey
made in 1$60-61 after
Sharpeville and our with-
‘drawal from the Commen-

econemic  prob-

wealth, when the sghares .
whieh overseas investors

sold at depressed prices
were picked up by South'
African ipstifutions and
individuals whose confi- -
dence in the future of our .
couniry has heen amply ;
rewarded.”




Severe cash }
hits businessmen

CAPE TOWN - South
African businesses are fac-
ing their severest cash
crisis in decades In the
wake of the Government's
recent steps aimed at sav-
ing the country’'s trading
situation visgvis ifs main
trading partners, ae-
cording to Mr N. Chap-
man, Barcilays Bank
general manager.

The four steps taken by
the authorities were the
“higher Hguid assets re-
quirements imposed on
the banks; the rand
devaluation last
September; the ceilings
placed on banks early this
year; and the budget, with
higher loan levies and tax-
es.
“We have before us a
Government that is deter-
mined to be cruel 4o be

kind. This means the crisis -

will deepen. It means the
delicately balanced
.ma_;%inal companies, the
inefiicient businesses, the
pooriy planned com-
panies, are likely to en-
counter survival erises in
increasing numbers,” he
told an Institute of Cost
and Management Accoun-
tants’ seminar here.

Suppeorting the
overnment’s action in
elping to cool the
"economy, he said it was
vital to turn inflation
around and correct the
balance of payments
hefore the overseas boom
washed into South Africa.

““If we do not, we will be
out of Iine with our major-

0

245/%.
Crisis

trading partners, and we

are too small and toe

much affected by other

fguntries to dare risk
at.

“It is for this reason I
would foresee the
authorities
country, quite rightly,
looking forward over the
next nine to ten months
with a grim, unshakable

. determination to put out
house in order.” R

In addition to the inter-
nal clamp ldown on cash
resources, external
SOUICES WEre Now. more
_difficuit fo obtain.

“Banks, institutions and
investors, who have happi-
1y poured thousands of
millions of rands into this
country by way, par-
ticuiarly, of offshore
loans, have unmistakably
drawn back from further ex-
posure to South African
borrowers.

“Whether or not their
change of atfitude is right

“or wrong is of little mo-
ment to the South African
businessman. The hard

fact that must be accepted -

is that it has happened,
and to the extent that it

R —

'would be imprudent to

plan your company’s cash {

needs on the assumptipn it
can be found in the Euro-
market or the foreign
domestic markefs.” - .

Listing sources of
finance, he said the banks,
due to the ceilings, were
quite unable to consider
requests for new or in-
creased borrowings.

Borrowing
shippers was likely to
become more difficult as
they, by and large, had to
borrow from the banks.
Merchant banks were he-

from

ing caught up in the cash
crisis and soonwould be in
ng better position to aid
firms than the clearing
banks. . L
Firms offering factor-
ing services and dis-
counting invoices, HP con-
traets and leasing, were
‘also being constricted in

much the same way as the
banks. — DDC. .

in this -

—
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popular.noie— and'their
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‘months,. 4 F70 L o
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“busy 'printing méw Ones
o+’ and that is @ costly, busts
- “nisso, The o NewW: nickel
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Call to inve
in Republij f

MIDLAND {(Texas) —
‘Although Sguth Afriea
generated a large propor
fion of its capital re-

guirements internally,she -

continued to welcome
foreign <capital_ in-
vestment, particularly
long-term investment, the

. Minister of Finance, Sen

‘Horwood, said here
yesterday. T L
The development of
. South Africa’s mining and
manufacturing indusiry
had attracted large
amounts of investment
- eapital from abroead.
«s)Many of the best-
known corporations in
~ America operate in the
Repubtlic. Total foreign in:
vestment in South Africa
in 1973 amounted to
R12 000 million, of which
about one-fifth canie from
the United States.”

Sen Horwood said South

Africa believedin fair play

for the foreign investor.
“Nationalisation. or COR-
fiscation of foreign.
property, of repudiation
of foreign debt, is com-
pletely alien fo our:
nhﬂosop.hyﬁW%takgsprida;
in the fact that sucecessive
South _ African
Governments have never

. defaulfed on the payment
of their debts:and that
they have metl their
obligations promptly and
in full.” -

- A further af_tri‘iction'for

the foreign investor had
been South Africa’s
political and econemic
stability. L
«We expect when the
economic recovery in
Europe and North
America reaily: gets under
way —andin Americaand
some parts of Europe the
_trend is certainly upward
— pur exports, our
_ balance of payments and
indeed- our  whole
economy should | benefit

(9%
op

substéntiafly,' though

5

possibly with a time Jag of
a few months.
c:Qur balance of

paymenis will, of course,
also be influenced by the
price of gold, since gold
constitutes about 40 per
cent by value of all our ex-

- ports.”

The. restoration of con-
vertibility of the dollar
into gold, at a realistic
geld price, might not seem

.a likely prospect at this

juneture, but he firmiy
believed it would be the
best guarantee for inter-
national economic
stability, Sen Horwocod
said.

. It:was his firm belief
that, apart from possible
temporary fluctuations,
the gold price had reached
a flgor and that he had no
doubt that eventually the
price would. resume an
Rpward trend. — SAPA. |
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EUROPEAN investment confidence in South
Africa. took a beating in the past vear.
Political rather than economic forces are the
overriding concern. Foreign investors want
assurances and steps in the right direction to
ensure that there will be stable conditions for

their investments.

Many South Africans
might be surprised that it is
not the anti-Apartheid move-
ments which are calling the
tune. Instead, it is the hard-
nosed money manager or
banker who is appraising the
relative merits of South
Africa’s attractions »when
compared with other
countries,

The basis of international
investment decisions is that
areas should have sound
economic potential and a
measuie of political
stability.

European investors ap-
oreciate the importance of
south Africa’s mineral
wealth and all its economic
resources. They are also im-
nensely impressed with the

country’s economic progress
during the past two decades.
Since the Portuguese
withdrawal from Mozambi-
ue and Angola, however,
there has been a subtle
chiange in attitudes. Unfor-
tunately these views have
been reinforced by events in
Angola, Rhodesia and now
Soweto.

The change in outlook
gained ground in the past
year and it comes from in-
vestors who previously put
large' sums of money into
South:Africa.

This viewpeint is that, now
the Portuguese huffer states
have gone, will the South
African Government be able
to keep the political situa-

mor

By NEIL BEHRMANN

-the nee
-all the peoples in Southern

tion stable with its present
policies?
- Institutional  investment
managers interviewed were
far from biased-against
South Africa. In fact, they
were Eme sympathetic to
s and problems of

Africa.

They merely assessed the
situation in an objective
light, .coldly assessing. the
probability of investment
suceess in the future. Cer-
tainly there was no doom
and ploom talk. :

The basic function of the
international investment
manager is that he is nor-
mally a-political, and fo be
successful in hig operations
he must be unemotional
about areas in which lie can
invest. .

With this in mind, none of
the London and Switzerland
institutions were prepared
to put more cash into South
African shares at this stage.
They said that they were not
selling their mining sh-.-vg,
but intimated that if tucre
were rallies they would
come in as sellers.

Money available
for mining shares

Interestingly, a mia_m in-
vestment money manager
said that he was now only

repared to put money into .
.wvmw»m_ situations which

could only be related to
South Africa.
He would trade in gold,

“platinum, diamonid and other |

Qg_r\..—l.xt -

mining shares. But he firmly
stated that he was not in-
terested in South African in-
dustrials, because he had
plenty of opportunity to put
the cash into Wall Street or
other markets,

British institutions were
also uninterested in South
African industrials despite
the low price earnings ratios
and high dividend yields.

Some managers said that
they had been out of the
South African market for
some time and that with un-
exciting economic prospects
and continual uwncertainty
there was no rush to place
funds in this market. But
they acknowledged that if
the gold price ranm away
mmaa they would be buyers
ot South African stock.

Another deterrent to in-
vestment in the South
African market has been the
investment premium and 25
er cent surrender rule,

rior to 1972, South Africa,
Australia and other sterling

area countries were at an .

advantage over other world
areas from a British invest-
ment point of view.

British investors had to
pay a premium on -their
American shares and sur-
render 25 per cent of this
preminm when the
securities were sold. Sterl-

.,Ew area countries were not
subj

ect to these restrictions
at the time,

But in 1972 the premium
was - introduced on shares
bought in the sterling area
tountries, and in 1874 thege

Jecurities were hit by the 25

per cent surrender rule too,
These measures placed
South African securities on

an equal footing with invest-
ments in other regions, so
that the United Kingdom in-
vestor had to scrutinise
foreign investments in South
Africa on an equal basis with
other countries.

The surrender rule, the in-
vestment premium and

olitical events have all con-

ributed to the wide
securities Rand discount
which basically means that
South African shares are
some 29 per cent cheaper on
foreign .Oourses, compared
with their quotes in South
Africa.

Huge balance
of payment deficit

A huge balance of pay-
ments deficit means that
South Africa must be able to
raise sufficient money from
overseas sources. The cash
must either enter the
country as cash for fixed in-
vestment — factories, plant
equipment -~ or through bor-
rowings.

It is an open secret that
the South African Govern-
ment and allied institutions
have found it difficult to
raise money on the
Euroboard market. Last

ear, according to Credit

uisse White Weld statistics,
the Eurobond public market
provided 185-million dollars
for South Africa.

This year, however, only
25-million dollars had been
raised and in the first six
months fotal issues on the
Eurobond market amounted
to 7,5-billion dollars.

The 25-million issue was
South African Government
stock with a life of five years
and now yields 12,7 per cent
to maturity compared with
the 8,25 per cent for five-

year stock of prime hor-
rower, Norway.

South Africa, however
can raise cash through
private placings and syn-
dicated credits, but Swiss
bankers with already much
mmumw are reticent and say
hat
price.”

Concessions

for Blacks

Large companies who in-
vest directly in South Africa
m%_ummm to be more cheerful
than the market. makers.
These companies are
satisfied with the
profitability of their con-
cerns and some, like Ever-
ready, say that they will be
putting more cash into the
country.

But official statistics of
the South African Reserve
Bank indicate that private
foreign investment I still
unsatisfactory.,

The majority of com-
panies, institutions, bankers
and brokers who were inter-
viewed said they would have
much more confidence if
they saw concessicns for the
Blacks, and felt that they
preferred long-term
stability to temporar
repressive measureg whic
would not cure the basic il-

Iness,

“there will have to be a
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+ The Govaryet o % tatlay -

stepped x5 Tressure
in the big cash squeeze
with . moves designed
to curb buying on cre-
dif and spending on im-
* ported goods in partic-
ular. '
Two moves bring new
shocks for both business
and the family:

S ¥ ce—— e . Tlamls

® The Reserve Bani;
raised Bank BRate — the
_ benchmark for a wide

 ‘range of interest vates —

trom 8,3 percent to 9 per-
" cent.

@ Companies were iold

! {hat from next month they

nust pui down a 20 per-
cent depnsit on the hulk

' of imporied goods as 5000

]

as they are unloaded —_

. with the cash 1o be fro-
© zen for six months with-
out anv interest paymenis.

THE MESSBAGE

The twn steps combine
1o make a2 package with a
basic message: CBusiness
and individuals alike musé
puit in their belts even
tighter.”

The package has ohvi-
pusly heen designed av an
alternative tn a rtand de-
valuation as the Govern-
ment  casls  around  for
soltthons 1o 15 chirome
halanee »of pavmenis prob-
ferus, worsened by the fall
of pold

Tihe inecrease in Bank
Rate will have a ripple ef-
fect that will mean hgher
costs  for e  purchase,
leasing  deuls  and  bank
avepdrafis.

A Yari_ovight feature is
that house mortgage rates
are” not dirdetly  affected

hy the " measures, since
interest rates. on home -
bonds arc linked to a

separaié formnla that goes
unchanged.

But the big commercial
banks are almost certain
to seek Reserve Bank
clearance to heist prime
overdraft rates from 12 to
12,5 percent.

Even then, real rates
will in fact ove Ingucl.

oo

~pitched at . higher rates,

Mont &% tage gain

WOTH™ § Vi e that
even tograted brsrovess !
can borrow a preporiion of
Toans at prime pate, with
the bulk of the overdraft

managing director of the
Standard BRank,
that the limit on interest
raies laid down Ly usuary

8 Deposit

Now Mr Gordon Osford,

beligves

To Page 3, €ol 5

scheme will
stretch smail traders — .
#age ov. 77 .

ash

New, ¢
F2UIHIC
From Page I\STﬁh' .

laws musi be lifted from !
14 percent to purhaps as
high as 17 percent. ;

“The 14 percent Himit |
means it is now impossible
{0 work on a reasonahle
range between high-risk
and Iowrisk horrowers,”
he said.

Mr Ian Summers of the
Finance Ilouses Associa.
tion said ftoday it looked
jnevitable that HP in
terest rates would mnow
virulally alt he forced to
the maximum ceiling al.
jowed by law for con-

sumer cvedit — 21 per-

cent.

P rates are already
fouching the ceilng in
some Casces.

Also., the Trates on
Jeasing deais for bhusi-
pesses — Company €avs L{+]
factory equipment -— were
likely to have to carTy the
Bank Rate acrease and so
go up from ahount 18 per-
cent tn ahout 18,5 percent.

The import deposilt
scheme will cest cnmpa-

nies  around R400-million

. on the current pace O
imporis. Many small _h'us:-
nesses may face critiral

i
j
1

problems in finding the
cash and leaving il frazen -

with Cusioms and Excise
fhr six months.

Mineral
are exempl
Gtate imporis.
depasit  scheme will be
applied 1o the bulk of
imported goods Trom Aug-
ust 2 — and Drice increa-
cos nn most of the items
lonk inevitable.

The move is clearly de-
gigned to discourage im-

i poris and so help Sonth
| Africa fo improve 1ts trade
; balanre.

The balance of pay-

- ments are under increas-
i ing strain because of the
' hig fall in gold prices oR
| overseas bullion ‘markets
| aver the past 18 monihs.

fuels and oil
alonz  with
But the |
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DIAMONDS PROBE J /3 ; L
‘Missing millions’ / Y

Caustoms inspectors and detectives have
turned diamond hunters in a massive
crackdown on diamond dealers
suspected of breaking foreign exchange
regulations and avoiding sales tax. Both
the Customs and Excise in Pretoria and

- . emm ]

the Commercial Branch of the police in
Johannesburg were tight-lipped this week
about what one Customs official
described as the “very hush, hush” inve-
stigations.

Diamonds, on which sales tax has not
been paid, could be worth RIi0Om or
more. A top Customs officer conceded
the amount “ran into millions”. Sales tax
on diamonds is 26,5% on loose stones
and 17,67% on set diamonds.

Already one dealer has appeared in
court on charges under the exchange
control regulations and Customs inspec-
tors have swooped on about 15 others on
the Reef. Their books have been taken in
a hunt for diamonds that have not been
accounted for, or books and invoices that
do not add up. Dealers complain that it
is very difficult for them to continue with
their businesses without books. One
firm’s books were taken by the Customs
more than a week ago. “They gave us
back our fatest invoice and cheque
books, but that’s al},” he said.

The investigation comes at a time
when the dealers’ organisation, the Dia-
mond Club of SA, is once again trying to
persuade government to alter its sales tax
collection system. David Rubin, chair-
man of the Club, explained that since
1968 dealers had been campaigning for a
change in the system. “At the moment
we are collecting the money for Customs
and we don’t think that’s right,” is his
caustic comment.

471
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Financial Editor

THE past eight weeks
have been difficult
ones for the johannes-
burg Stock Exchange.
The drop in the gold
price, - outhreaks of
unrest at Soweto and
signs that South Africa
is experiencing its big-
gest post-war recession
have led fo many
shares showing sub-
stantial losses.

¥t is estimated that the
market value of ordinary

shares quoted on the stock.

exchange has iallen by
about B2 050-million dur-
ing the eight week period,
from R19946,9-million to
R17 897.9-miilionn. This is
egual to a drop. of 13,2 per-
cent, i

But an analysis of the
market shows that all
shares have not suffered
equally.

{

-m WIPED

SHARE

Since June 15 some
R1360-million has been

wiped off the value of gold

shares, reducing their mar-
ket value by almost a quar-
ter fo R4211 2-million, In
contrast the market value
of coal shares has risen by

about 25 percent over ihe
period, from R294,8-million
to R369,8million. This in-
indicates that the decline
in share prices has been
more the resulf of econo-
miec than political factors.

Coal shares are enjoying
a boom as a result of a re-
cent increase in the domes-
tic price of coal and alsp
the obtaining by the indus-
try of promising export
contracts.

Diamond shares zlso ap-
preciated in value during
the eight weeks by 11,1
percent from R1 502,1-mil-
lion %o RI 6683-million,
while -mefals and mineral
shares rose by 10,1 percent
from  RI1 225,6-million to
R1 348,8-million alsc on en-

- AReu 3
Bus. fgfﬁ“a

2($/ 7

hanced
pects.
However, influenced by
the sharp fall in gold
shares, the prices of fin-

economic  pros-

ancial shares fell in aggre-

gate by 6,7 percent, and
concern gzbout econemic
prospects caused industrial
shares to fall by 7,2 per-
cent.

In view of the political
problems facing South
Africa, the decline in in-
dusirial shares can be Te-
garded as extremely mild.

The following shows
changes in market values
in different sectors of the
share market during the
past eight weeks:

COAL

June 15: R294 8m.

Aungust 6: R369,8m.

Change R75,0nt (25,4%).

DIAMONDS

June 15: R1502,1m.

August 6: R1 668,3m.

Change R166,3m (11,1%).

GOLD SHARES
June 15: RS 573,1m.
August 6: R4 211,2m.
Change minus RI 361,9m

(minus 244%).

METAL SHARTES
June 15; R1 225,6m.
August 6: R1 348,8m.

Change R123,3m (10,1%).

FINANCE SHARES
June 15: B6359,1m.
August 6: B5 672,Im.
Change minus R687,0m -

(minus 6,7%).
INDUSTRIALS
June 15: R4 363,1m.
August 6: R4 050 2m.
Change minus R312,9m
(minus 7,2%).

BANKS
Jime 150 B629,1m, ¢

;- August 6: RE'?‘?Fm.

Change minus R516m

" (minus 8,295).
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NOW TH

THE West is holding

mic pistol to South Africa’s
head. Sources in Pretoria and

Washington believe

,dearth of foreign capital, 2
major factor in South Africa’s
economic plight is—at least
in part—politically inspired.

Faced with a huge balance of pay-

an econo-

that the

ments. deficit of about R2 000-million,

the country meeds an in-
jection of foreign capital
of heroic proportions to
stay afloat and finance
its development pro-
gramme,

It can't get it.

The Government is hav-
ing diffieulty raising shori-
term loans at high interest
rates, while semistate
institutions, such as Iscor,
Escom and Sasel, have
found doors slammed in
their faces in Europe and
the United States.

The drying up of desper-
ately-needed foreign capi-
ta] is partly because of in-
vestors’ fears of Black un-
rest and that South Afriea
has heavily over-berrowed.

But cobservers believe
that the West, particularly
the United States, is also
deliberately turning on the
eConoMmic SCrews.

Admissions

The Minister of Econo-
mic Affairs, Mr Chris Heu-
nis, has admitted that
South Africg is in worse
economic shape than most
people realise. The author-
ities admit that the reces-
sion is only beginning.

Business confidence and
private investment are hit-
ting record lows and Black
unemployment, now estim-

By FLEUR DE
VILLIER

ated to be at least 700 000,
_is rtising by more than
30000 2 month.

Net gold and foreign ex-
change reserves are esti-
mated to be down to R680-
million — not enough fo
cover the cost of one
month's imports.

By most Western stand-
ards that measure a coun-
try’'s solvency by its re-
serves being able tg cover
three months” imporis,
South Africa is virtually
bankrupt.

O#ensive

The United States Sec-
retary of State, Dr Henry
Kissinger, in his meetings
with Mr Vorster in Zur-
ich gnd Pretoria, is be-
lieved to have promised a
more benign United States
approach to South Af-
rica's .economic needs” in
exchange for South Af-
rica's co-operation on Rho-
desia.

While Mr Vorster can
now expect a quid pro quo
for his aid in bringing Mr
Smith to the conference
table, Washingion sources
say the screws will be
loosened only temporarily
when, and if, the Rho-

desian and South West
African issues are settled.

They could be appli~{
again later to effect
change in South Africa
itself. )

The economic offensive
has sharpened noticeably
in the past year with Sasol
unable to obtain US cre-
dit guarantees for Sasol 1.
Sasol was later able to ob-
tain the credit elsewhere.

South Africs is also suf-
fering from a ceiling on
financing via the Unifed
States Export-Import Bank.

Loans from the Euro-
pean money market, where
America wields enormous
jndirect influence, have all
but dried up and severe
doubts have been express-
ed about even the Treasu-
ry’s ability to raise a large
loapn in Europe until the
Government makes major
political concessions.

Squeeze

So great has been the
squeeze that Iscor found
jitself without the capital
to operate the Saldanha
ore -export harbour. The
Railways, which has now
assumed responsibility, is
also unable to ralse all the
required funds.

The Government is con-
cerned about the way in

which the Havana conf &

e e ——————

Drying-up of foreign
loans seen as a
political manoeuvre

ence in May, sponsored by
the United Natigns Com-
mittee Against Apartheid
and the Organisation of
African Unity, was able
to pinpoint South Africa’s
vulnerable economic
areas.

Targets

The conference decided
on three prime targets for
econcmic action against
Sonth Africa: (Qverseas
loans, imporis of South
African raw materials, and
foreign investments in
South Africa,

Banking consoriiums in
Europe and the United
States, and the Euroccur-
rency Market must, the
document states, be pres-
sured by pgovernments fto
stop loans to state or semi-

state organisations  in
South Africa.
The conference was

told South Africa was in
a serious economic crisis
because of the falling price
of gold. increased defence
spending, and “huge long-
term capital expansion
which had further increas-
ed pressure on the balance
of payments.”

1t needed about R1 000-

E WEST

[

million a year of foreign °

capital to “finance iis de-
velopment programme”,

Action was recommend-
ed to cut off new capital,
the purchase of South Af-

supplies,

.Tican raw materials and oil
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; warned on ability
to defuse Black ur vnv
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-were beginning: to doubt whether -~ South
" Africa would act strongly enough in making
“the changes nécessary to defuse Black un-

. rest and-dissatisfaction, a prominent busi-

: -at- Ran
‘University,’ sajd this last o - i
“raight'-during - es vate sector. could give{val-
“rHight’-during- an address uaItile g stam]:le'. bh L
Tisting.. Teasons why Iowever, - he .- believe
:O.ﬁ'fﬁg-fﬁfrica “was at the country’s. ' present
resent. finding it difficult Westminster system’ of
y-finid. 1oafis abroad, he: - government. did. not. make
Jid “foreign businessmen provision for.such a
strategy. = oo onE
It reqmiltéd;;in practice;

in the formmlation” of .
strategy being dependent.’
_on the -diverse :individual 7
priorities and strategies of~
the: various _authorities
and Tevelsiof government,

-sprepared to pay for their :  RACE ACCORD ~ '~
- defence "and improvement y :

ity Friie _¥e-emphasised the im-
in ‘the internal political hasised the 1m- |
L [ e portance _of  maintaining .
~climate by a drop m-th. e good race relations in

f'i'?fe?_l'}@rosperity. South Afriea and. said

-~ BLACK UNREST “people . should - question
Dt de Villiers 'sald they | -themseives - whether. “they
. were. .heginning fo ~doubt Were contributing-towards
_ whether. ‘South Africa will - cthise i it
- acti stropgly and coura- “i-They ~shonld ‘ask  them-
" gesusly -and will make the. .selves whether ‘Blacks .
“nécessary adjustmentst to were getting adequate pay
= getxrid  of - Black urnrest _and -whether Blacks were
* ‘and dissatisfaction. - being: 'granted enough
. Tt was clear a nafional -'glsghgfn §gd_~¢ptrﬁv;lqg€§e siuucgl
. strategy. was. B for ° 5 g others, 1 -
strategy. was. meeded for damental right of
“property ownershin.’

It was essential ihat
Whites should get Afri-
‘gans; 'Indians and
Coloured ‘people on- their
side in the. fight. against
Russidan imperialism. ’

~ WAGES GAP
.South Africa also had to
maintain K an anpnual
e growth rate of 6,4 percent
o to prevent umemployment,:
to close the wage gap and .
to ensure higher. stan-
dafds for all. However, in
the past’ few yéars the
country’s.growth: rate had
not been .adeguaie fo
meef-these:demands. :
Referring to South
Africa’s -adverse balance-
of “payments position, he

o said: the increase of im--{
- ports — not only of eil — |
. had been »;esponsible.

Villiers- .




“FOREIGN LOANS — 1
identiiying ihe lenders

Provoked by a repor that 5A had not
wobiainad ome cent abroad this financial
vear, F'" noe Minister Owen Horwood
thi °r"1:tte4 th t government has

‘J r"’U tsche
IHUG.\_

4 five vears &t 2
spread of 1.7 ndon interbank
offered mare L ori

in DJS&C!C‘.OTI Hoerwood demed iast
week that S A is over borrowad. As a por-
cemage of total receipts on the current
account of ihe balance of payments

a o carnany for MeKecnie (SA)
Yonees Afaksar Tubes. aad the
s wroup. among ctherd roised
“m in Londen last week.
The iean, whizh was ;ramed &
2t bank. is for five vears at~ ‘a :nour
able sprr'ad aver Libor”. When asked
wheather there were parent coopany
arzatecs iite wheiher the risk has
fied fram 5A e the UK} finance drec-
i'sen dodged the gusston.
iaps were based on a
he expiained.
i ne used for capual
: snd development in the com-
pany’s manu facturing and merchanting
operanons
Chase Manhatian also reports that
H : loans for small capital imports under the
countiy’s Id gest non-fers Exim Bank mediumterm discount
turing group with a luf C = facility negotisted by the IDC {(FA
R&0m pal have ;;“e;\i‘ iy raised  October %) are filtering through.
'\.13f=o\er bankers repori Lhat Angio

TOWITS '_”:a\;*

v ()

o

s e
s

(7]
3 L.f': -

foreizn funds. Rand M “azracted

$13m f<upplemented by cther creditsy  Asgel iated a S*!‘Dm medium term
The meney is for six years and < 5.peci- stand-by cradit in Seplember ar a very
fically sarmarxzd for TCL's coul project fin 1.5 over leor {government
at Rietspruit. A consorbium of LSHa 1Ks. pavs L73%) \'o doub: the

led by Morgan Guaraniy. is puuing up ble rate is a result of Anglo’s un-
the moneay. A company spokesmar add 'ed credit-wernhiness and the infre-
that the cost (a fioating rate over l ‘Bor) q_!cm\ with which it taps the Euro-
~ie wel! within the market situetion, markets. Ard SA  Breweries recently

sisanwhile. reladvely unknown Mac tool acdvantage of favourable market
dem (owned by UK companies Delta conditiors and arranged a $3Dm stand-
Metal and McKechaie Brothers. and b\ crediz for three years at 1,875% over

Horwood’s batt! ,-to refmancgg—_SA’s'
short-term borrow:ngs abroadg*got a,
R160m boost this week from the Intema— -
tional Monetary "F H
the world’s’ business Pms been pay— :

zing close’ attention to Horwood’s ‘skin-

Fof-the-teeth borrowings of $1 lOm from: a,
New York City bank eonsortlum, SA’
ambassador to - the. IMF,. Johanne
“Joep” de'Loor, was.extracting a. larger
sum with less. trouble, and: at.about half

'themtercstratetoo S :

The R160m comes -from th IME's'

Compensatory Fmancmg Fund- designed

; port

- of falling prices: for SA s mam
1gold — 'be ignored, on’ th

. that this is not necessarily..a; X
payments problem brouight
export slump of 1974-75 and
panying oil import price rise:
\. Working with ‘thathandica
_nonetheless was able to satisfy- h
(1) that commodity:exports
well behind imports and (2
situation was 1mprovmg and yal

from diamonds to maize -are expected:
rise from R2071m in 1975, to'R2:155m
this year, and total merchandlse iexports
should rise from R3 560m to.R3 ‘900m in
,;l‘the same. period; Better :yet, eommodlty '
lexports are expected to rse. R2 650m :
extyear,mdlcanngtotheIMF staffan-
upward trend:
) vsThe IMF loan camesrthe C'Ilstollla.fyf'
*less than 5% -interest rate and calls forr
. repayment within five years, though:that".
..xcan be renegotla':ed Aldter.: _What is




sOUTH AFRICAN
yusinessmenr are
iending millions of
-ands out of the
qountry. illegally
‘hrough massive im-
ort swindles.

This was revealed to
‘he Sunday Express
vesterday by the Deputy
Director of Imports, Mr

W F Wilker, who called

‘hese businessmen “‘rats
reparing to leave the
sinking ship”. :

Mr Wilker said i had also
=ome to the attention of his
iepartment that ecertain
South African companies
were maintaining
‘frighteningly large” reser-
voirs of cash abroad which
should have been brought
sack fo South Africa.

1 understand that many of
‘hese offenders are highly
eputable firms.

 Wilker said thesimport ..

Racket firms are
moving out millions

By HUGH MURRAY

swindles took the form of ex-
cessive payments on goeds
imported. Local companies,
working with willing.
partiners overseas, buy
goods or capital equipment
worth relatively small
amounts. .

However, they are in-
voiced for — and pay —
many times the true value.
The excess is then banked
overseas.

For example, an importer
may buy an item worth R10 -

000 but Hs invoice will show

an amount of, say, R100 000,

. Thé gverseds supplier simp-~

ly takes the balance of
R90 0600 and, grobably for a
comraission, deposits it in a
foreign account.

It is extremely difficult
for Customs and Excise men
to discover these swindles.
As Mr Wilker explains: “‘A
kilogram jar of some
medieal preparatior could
cost more than R1 000. Then
there are hidden amounts
like royaities and freight
charges that are so difficult
to assess when working out
what imporis actually cost
the importer.”

He said his department -

had been unable to assess {o
what extent the country was
losing currency through this
sort of illegal deal — “‘but
we know it’s going oh in a big

wzg'l”.

is department however
had concrete evidence that
some South African firms
were keepinf money
averseas on an illegal basis.

““We’ve had occasions
when we have refused cer-
fain import permits because
of our declining balance of
anments. The applicants

ave then asked for no-
exchange permits, meaning
they have financed their
purchases out of cash held
abroad.

“*In many cases the
amounts, they keep overseas
have been quite frightening.
Export earnings are sup-
posed to be repatriated
within a cerfain time but
some companies simply
don’t do this.”

When a firmr appeared fo

fod & To Page 3

1 |

®From Page 1

’

ort

Course Description:

e hoarding money
overstzaﬁ, the matter was
reported to th

Bank e Reserve

“But the companies in-
volved always hgve soigle
&)gm oél clever explanation

len they're questi ”
said Mr ‘?.yilker.q oned,

-~ “While we knn
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ing on, we will S 80

need the as-
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firms condemned

sistanice of the authorities on
the other side if we are to
stop it. If only we could get
the Swiss banks to help by
reporting unusual flows of
currency, we would be able
to make some headway.”

Mr D Odendaal, Secretar
for Customs and Excti%g:-
refused to comment on the
cuirency contraventions but -
a spokesman for the Reserve.
Bank confirmed that the:
bank was concerned about.
thent. :

He said the bank was well
aware of what was going on
and he was sure the Director
of Imports would investigate
the-matter fully. . .. . !

Mr Wilker said it was a
matter for the Reserve Bank
and the Department of
Customs and Excise to han-
dle.
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Investors wait for F

index 'to batter 420,

LONDON. — After a 47 per
- cent rise in the stock market
since October, investors are
beginning toc wonder how
long the momentum can be
sustained.

The Financial Times 30
share index has entered —
but now fallen back from —
the old trading range of 390
to 420, where it stagnated for
five months last year.

- It was 383,4 at midday
yesterday.

Many investors bomght
shares in those five months
of sideways movement and
have been sitting on paper
iosses. Now that recovery
has taken place, it is only
natural that they shouid
think of %ettin out of the
market where they came in.

And because many will act

their unflinching advance is
an excelient sign.

Until recently there were
still some voices saying we
were merely seeing a rally
in a bear market. But one of
the foremost chartist tradi-
tions is that a rally in a bear
market only retraces two-
thirds of the previous
decline.

In this case the rally has
reiraced nearly all of last
year’s fall. There are,
however, other conventions.
One of them demands that
Wall Street and London
should go in broadly similar
directions yet Wall Street
seerns to be coming down.
Another expects shares to be
weak when commodities are
strong.

Vet the' commodity in
dices, whether based or
sterling or the dollar, art
reaching new high ground.

Clearly some of the tradi.
tions are going to have to gt
by the board.

Most of the chartisis
believe that the market wil
make a successful assault or

A/ Lol

The concept of “‘resistance
levels” cemes from t{he
chartists, and the best exam-
ple of what they mean is the
recent performance on Wall
Street. The Dow Jones Index
battered away at 1 000 prac-
tically throughout 1976 to no
avail and now, exhausted,
has fallen back to the low
9800s. The question for

426 in due course but a long
siege may first be neces

ry.

A tactical retreat is over-
due and may have already
started. .

However, the chartist
would be surprised if the 30
share index went below 33
and probably would treat :
decline as & buying oppor
tunity for those who haven¢
%e_at taker part. — Financie

imes.

accordingly, new buyers will
have to arrive {o mop up
their shares. High turnover
at around 400 will indicate
that this is happening.

So far the 420 level has
been penetrated only twice
— in the bull markeis of
1967-68 and 1971-72. In both
easzes the break was made
only after several months of
struggling. Thereafter the
market sailed on over the

next{ 70 points or so with
ease, .

"way fo catch up. The break |
through 420 is unilikely until | .
; it does, chartists say. :
For David Fuller of Chart

-Equities depend traditional- | .
v on a lead from gilts and | |

British investors is whether

420 on the Financial Times

index will also prove a stiff
obstacle.

In trying to decide, the
chartists look at various in-
dications which show how
“healthy” the rise has been
so far. Volume, for example,
has tended to he greater on
days when the -index has
risen than on the days it has
fallen. This, it is argued,
suggests that the initiative is
with the bulls. .

A second important in-

dicator is the ‘‘daily}

advance-decline line”. This +
is an imaginary index which
moves up or down according
to the net number of rises or
falls amang all the quoted
shares.

It reflects the movement
of the full breadth of the
stock market, not just the 30
shares of the industrial or-
dinary index or even the 671.
constituénts of the all-share;
index. The line has risen
steadily with the market),
since October, but on a)
longer-term basis it is lagg-
ing behind.

_ While: thé all-share index
is nearly back to the levels
of last- May, the advance-
decline line siill has a long.

Analysis the rost encourag-

ing indicator is the continued g

stréngth of the gilt market.

T
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a racket worth

headache for the

‘It is a serious matter.’

Genersl P. W, Kruger,
chief deputy commis
SlOner, investigation of

crime, told Weekend Ar-
gus this week,

‘A few vears ago there
¥ere no cases whatsoever,
Now there are Quite a
few’

A Reserve Bank spokes.
man admitted this week
that it was difficult to
measure the amount of
money being smuggled
illegally out of the coun-
.

"We know of cases
where exchange control
regulations are con-
travened and immediately
take action. We have an
intensive system to con-
troi such contraventions.

‘We have an adminis-
trative system and an in-
fpectorate which works ig
consultation with the po-
lice. We eannot patrol
every part of the horder
as this could cost us more
than the sums we tmight
discover being sSmuggled
out of the country,

Rumours
__—._

“There are a lot of ru-
mours on the market but
mostiy these are umsyb.
stantiated allegations, The
question is in prove
whether they zre trie or
not.’ said the spokesman.

8 8 o LanL

rand notes on the London
and Furopean markets re.
sulting in a decline in the
value of these notes.

& Travellers’ cheques :r.
regularities amounting to
more than R9million
Rand have bpeen un-
covered in the past conp e
af 0 WEeRs b T he
Town Commerciz’ B
0f the Poii:..

S T o o

[evoe o=

CTavkdown un rand imug-
gling, starting with big
busipess and working aijl
the way down tg families
outward bound on over-
Seas holidays.

One of the ways in
which money is smuggled
out in business deals is
through the illegal prae.
tice of ‘over-invoicing.’

In such deals, a by
Slnessman can  overstate
the amount of ap import
bill — with the co-ppera-
tion of the overseas sup-
| Dlier — tg obtain permis-

vyn Harris

CURRENCY smuggling has become

millions of rands and
s proving 3 huge exchange control

authorities.

Ny

CENERAL pP. w.

Kruger — ‘2 serious

SENATOR Owen Heor-
weod ~— crackdown on
currency violators.

sion via the banks tg pay
the higher amount.

In turn, the business.
man splits the profit be-
tween the real price and
the inveice price with the
supplier — "anq puts his
share inte agp overseas
bank account.

It is almost impossible

R

— nerve centre of the money market, 'An
intensive system to curb exchange control
contraventions.’

to even guess fhe amounts  jis
that may be involved. But  ment
Senator Horwood believes Money is also being si.
that it has grown to such  phoned out of the country
seriols proportions that it in more conventiong]
is draining the country of ways. One of these is
millions of rands. through the use of young
was to help counter people and ordinary
these dangers that the tourists as couriers,
Reserve Bank expanded South Africans are

investigation depart-

T on th

THE new Reserve Bank buildirg in Cape Town

allowed to take a maxi-
mum aof R2000 with them
On an aoverseas holiday
but often do not take the
maximum amount.
he ftravel allowance
svstem is abused by tak.
ing out money for friends
0r acling as couriers gn g
commission basis,
The glut in rand notes
e European markets

the law whereas we ten-
ded to be a bit lax in the
past,’ he said,

This attitude could af-
fect the increasing num-
ber of people leaving the

country, epending on a
DETSON'S assets, ap emij-
grant is entitled tq take
up to R30 000 with hirm,

h
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ihan the RS50 in home
| currency they are allowed.
i And they are not allowed
.+ to bring more than that,
! bhack.

‘There a re so many
rands circulating aroynd
Europe that people are
having to sell it there at a
discount,” said a spokes.
man for one of the hapks,

‘The loss people sustain
17 in this way could act g5 g4
- deterrent on the . outflow
of rand notes,” he added,

- Smuggle money out of the
country there is also the
risk of being swindleg by
cenfidence  trickst, .or
others- whom  they -might:
rely on'forhelp. - LT
This came fo light when-
a: number of arrests were
‘wiade’ dffer 2 .Ro21 460
. fransaction’ at Qudtshoorn
‘10 conneetion- with forgeq
} ~travellers chegsies, T

‘ 'Ul‘l_p;‘ii'rloh; o

dollars, are  believed to
ce. Police - say they think

e - forgeries were baing
passed off op a large
scale, | ' . )

The aitention being -fo-
cussed on the problem of
currency smuggling has
. alerted ~ customs, officers,
; Police, hanks and mem-
bets of the'public who are
not leaving the couniry.

Said Major A, Hulme,
commander of the Com-
mercial Branch in Cape

: .- ‘More people -are
coming forward with in.
formation and we are
therefore .more aware of
the problem.

‘L think Deople are be-
| ginning to fppreciate the
unpatriotic nature of
these activitits* he saig.
_ A spokesman for gne of

he harks saig clients
were 10 .longer being
given the knd of assist.
ance which 'enabled them
to f:atlg ﬁmor,ey out of the
coun Y teering on the
edges of thelay, g

‘We _have becqme very

.
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The cheques, for ‘U
. bave been forged i Fran--
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A CONSTANTIA shipping,
clerk, Raymond Anthony Kets,

was convlcted in the Supreme

Coux__'t, Cape Town, today-on

Obta. e g

of fraudulenﬂy

] travellers’ cheques. |
.,Orth R8167920.

: Kets whe pleaded guilty, fraudulently

itiduced American Express -, International *

“Incorporated to sell hinitravéllers’ cheques.

- by falsely.. claiming: ;hese were for the
‘masters of ships.% -

wxdn " his  opening
a@dress the Deputy

JTAgents are sometxmes
requested by the' owner T of

.Attomey General of

“the" Cape, Mr Frank
Kah_u SC, said Kets’s
conduct started . in

! Mareh 1970 and per-
" sisted wmtil his arrest
in August 1978.

*In essence Kels,

through his frauﬂulent
-acfs, was. instrumental in;
- unlawiully causmg -a:drain.
) of forelgn currency

) sThe modus oparandi
employed wa--
zasanet of

the vessel to meet
payment - of their- crews®
salaries and wages.- The
Jatter, in some mstances

: 'desn'e suck payment 0 be

met in foreign currency,
in- which event the -agent -
applies fo its bankers, who
are authorised curréncy
dealers, for permission to

(Continued on Page 3, col 3)




r( Continned:fram Page 1)
-tonvert - rands into the
foreign-'eurrency desired.
-Such permission is usually
pranted as- a matter of
“¢durse,” Mr Kahwsaid.

iMr, KEahn continued:

. quéstion, certain people
-(some of whem have since
, absented fthemselves from
the Republic; others are
under - detention)
approached . Kets request-
ing_ him to purchase
- travellers’ cheques. They
aeted on behalf of various
individuals throughout the

itpon  unlawfully | dispat-
‘Ching - foreign  currency
-ontrof this couniry. -

-#:In return for his ser-

vices; Kels was offered.
three percent of the rand .

value. of travellers’ -che-
qués. so purchased, This
would be paid out in eash.
In ‘addition, he was entit-
-led to retain a further
half percent. in agents’
fees’ from the dealer is-
suing such -cheques —
American Express Interna-
tional Incorporated.

*Kets accepted this
proposition and during
the period set out in the
indictment, amassed the
s of ‘R289212 in com-
missiop for his serviees,’
Mr Kahn said.

Mr Kahn told the court

how. Xets. went about ob-
taining-the travéllers’ .che-
ques, and: said Kets's ac-
tions: Were- never author-
ised; by -his principal -and
induced. -banks to author-
ise :«#he purchase of
- foreign _currency by sup-
plying -.them " with ‘fieti-
tious reasons.” ‘

Kets paid for the che-
ques in Scuth African enr-
rency which he obtained
from the middlemen who,
in turmn, had
money from “would-be cur-
Tency smugglers' in vari-
.ous  centres throughout
South Africa, Ar Xahn
said.

‘To date American Ex-
press travellers’ cheques

to the value of R4 120301

and which were obtained
by Ketls have been nego-
tiated in various countries
outside the Republic,

chiefly centred in North

America and Europe’ Mr
Kaklm said. .
He told the court the
State would call a senior
official of the South Afri-
can Reserve Bank whe
. weuld ‘comprehensively
detail the prejudice suf-
fered in ‘consequence of
Kets’s unlawful irans-
actions.” -
Mr -F.. C. Semekal,
deputy:.: generai  -manager
~of ,theyReserve Bank -and
hedd.;of 2the - Exchange
Control “Department, was
-called by the State to ex-
plaih "fo’‘the court the

implicafions<of Kefs's con- -

duet, s, 5t

-‘During the period in .

. Republic who were intent

got the-

E Y
Mr Senekal said South
Afriea’s foreign currency
reserves were . ‘the life
blood of the country and
it was therefore important
to have controls over its
exchange. -
Besides the Reserve
‘Bapk, ‘various banks and
two - travel agencies have

" been appointed authorised

foreign currency dealers.

‘As a developing coun-
try, South Africa needs
more foreign exchange
than it earns. It is there-
fore a nef user of foreign
exchange,

‘In other words, we im-
port more -from overseas

sources than we export. It~

is therefore necessary that
conirol over existing
foreign currency holders
1s exercised so as io en-
sure confinued growth
and development in this

country and to ensura

that foreign CHITENCY is
utilised only for purposes
which can be regarded -as
being of benefit to the
couniry as a whole] Mr
Senekal gaid.

Between 1970 ang Sep-
tember 1976, South
Afriea’s foreign reserve
Dosition showed ‘a very
definite, ' rdther dramatic
downward trend.’

Ta countereact this, ¥Mr
Senekal said the authori-
ties had heen compelled
fo introduce - restrietive
monetary and fiscal
measures which had had
an_effect on the eost of
living and the map-in-the.
street.

One of these measures
was the devaluation of the
rand in September 1975,
‘Devaluation has an infia-
tionary effect,” he said.

Another restrictive

" measure was the ecompul.

sory interest-free deposit
of 20 percent of the value
of imports which was im-

posed in .August last vear .

to discourage imports.

is, Mr Senekal said,
had an inflationary effect
on South Afriea’s eco-
nemy but the scheme had
been imposed fo discour-
age imports and therefore
conserve foreign
exchange,

Fuel conservation

measures infrodueed in
December last year were
‘adopted not so much for
the purpose of conserving
oil but rather to conserve
foreign exchange.”
- He said the increase in
the price of oil and not
the problem of obtaining
oil — which was ‘no prob-
lem’ — had motivated the
conservation measures,
which had been taken
because of a shortage of
foreign currency reserves,

He said when foreign
CuITency reserves were
‘adversely affected.! South
Afriea could not fmport
commodities as freely as
Tequired and this in turn
impeded economic growth.

Jdn [991  C

‘Any resirictive ‘Tedsut
taken by the- auth
does retard growth:i
nally and retarded’ :
creates unemployment and
unemployment. in' furn
can cause hardship® Mr
Senekal said. B

An adverse effect of
low foreign reserves might

result in South - Afriea’s

being unable te import
oil, armaments and other
necessary goods and low
foreign reserves ‘affect
our image to the outside
world,’ he said, ‘

A low halance-of-
payment positien could af-
fect South Afriea’s credit-
worthiness fo the oufside
world thereby rendering
the country unable to bor-
row from overseas sources
to supplement iis reserve
position, Mr Senekal said,

He told the court Mr
Eeis’s actions had preju-
diced the Reserve Bank.

He sai@ the bank had
received complaints that
the maximum travel allow-
ance of RE2000 for a per-

son each year and R160 g !

day to a maximum of
R3000 for a businessman
were too low,

Asked why the Reserve
Bank was ‘5o miserly,” Mr
Senekal said: ‘We just
can’t afferd at this sfage
to open up exchange con-
trol or be more lenient
hecause we just dont
have the foreign currency
available’ .

Under eTo§s-
examinaiion, Mr Senekal
agreed that the political
climate and other factors
could have an important
bearing on South Africa’s
balance of payments,

He agreed further that
aftacks on South Africa
for example at the Unitegd
Nations and the ‘change
of president in certain
couniries suggesting boy-
cotts’ might also have an
effect.

He conceded that 3 de-
valuation of the rand not
only retarded imports but
also encouraged exports.

Re-examined, Mr Sene-
kal- agreed that between
June 16 and August 1976
more. than 30 percent of
the B8167920 -— R34m
— left South Afriea,

Asked whefher he knew
when the unrest broke
out inn Soweto, 3Ir Senekal
sz2id he thought it was
either in June -or July
1976. )

Mi  Justice Diemont fs sitting
with fwo assessors, Mr M. -
Hartogh and Mr A. B. Myles,
and Mr Sni*cher QC, fnstructed

Ar Kahuo, assisted by Mr S.
Baker. is appearing for the State
by . Herold. Gle and Broadhead,

is. appearing for Eets.
{Progesdinm
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ear after filing an 05

tﬁe jewellery. . ‘
-~ " On the fiaud charg® Mr A
Mr Menican i

cp_nspited with
gobbery and in making the nsur
p However State accepted his plea of
. accessory in that he took pussass'mn f the jewellerys sold 2
| portion of it and gave Mr Menicanti’s widow, Mrs Bona
Menicanth, tWO sums of R5000. - -
: Mr Aarons plaadec}.cguilty to conuavening the currenty
control regu\ations in sofaras he ook goods worth
REO0 out-of- outh Africa without e pe : on of the
Treasury- -
Defence adwissions W ere that
uth Africa. that jeweltery
and that other items

s
n his chambers. -
i - gC (for the

when M was . :
ieres said the State would show that, after Mr
Menicanti’s Jdeath, Mr parons offered his services 10 '
Ay in disposing of the jewellerys which W



{

Mr Justme memstra, gi-
v1ng judgment in the
|#Rand Supreme Court, t00k
‘both econvictions together
~for . purposes of sentence,
- Aarons had pleaded
gtulty {0 both offences.
The Judge summed up
the conspiracy fo .gdispose

of jewellery worth
R218000, removed from
La Cornucopia, the jewel-
lery store belonging to Mr
Giorgic Menicanti, during
a fake robbery in October
1975,

My Justice ‘Hiemstra
said Mr Menicanti was

.. The Argus Correspondent .Zf/ﬁﬁ /-7-7

. JOHANNESBURG — .]’ehannesburg advocate Sam Aarons,. 47
was today sentenced fo three years’ imprisonment for contra-
vening currency control measures and for acting as an accessory

' after the fact on a fraud charge.

chiefly responsible for the
fraud, which involved at-
temptmg to claim
R404 000 insurance <com-
pensatmn for the 'rob-
hery.?

The claim was repu-
diated.

Although-it was initially
7 alleged. Aarons was invol-
ved in the plot at this
. stage, the .judge-szid he
accepted that it was only
after Mr Menicanti’s death
in. March last year that
Aarons became invelved.

- After the funerl Aarons
came to express _his con-
i-flolences t0 the family
who. told him the robbery
was faked, the judge said.

The family was in great
danger of the fraud com-
ing to light and of being
pressed by creditors and
the masked robber who
took part in the robbery.

COMMISSION

. Aarons sold: two lots.of
jewellery for a tofal of
R10000, and Mrs Bona
. Menicanti. -paid him 10
percent commission.

--that he -acquired .avarici-
_ous motives.

- Aarons coﬂaborated
with- “Babyface’ Goodwin,
-a noforious eriminal, ‘and
not the kind of company

at an zdvocate ought to
keep, fo export illegally
fJewels worth R70000. to

{ -Canada.

‘Aarons was ‘betrayed by
‘pne df his pariners in
crime’ — Mrs Lucia Cal-
catera, daughter of Mrs
Menicanfi — as he was
-about fo dispaich a second
‘ot of jewellery.

‘Why he did this-is still
not clear- to -me‘-t-h-e
1judge sdid, -

CO-OPERATED

Aarons ‘had given
-evidence fully. and openly,

.dnd had’ co-operated with
i the police. The case had
destroyed his career. :
However; his crime was
‘carried qut on a Iarge
scale with cynicism and.

daring. As an advocate:he

bhad made undertakmgs of
loyalty to the bar.

Currency control of-
“ fences did not carry the
‘+social stigma attached to
“varfous other "erimes, and
it was mportant fo im-
- pose- & pehalty with a de-
- terrent value. .

. It was only at this stage '
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r33y u3nos  JOMANNESBURG. — South Afic js running a
sou trade deficit of about R650 million a year with the br3yTub
aNTIUT ©3 [ United States and any action to curb loans to this F3Tubts Aue ug
country must also threaten US exports. according to
o y
Jo Burssed oy Dr Robert Smit, 2 Tohannesburg banker and former juezaicdut Aue

ambassador to

the International Monetary Fund.

| ® 203 n‘{:)'_f'[Od

219yl ' Isasmoy

DAT
F3BU, TT=isa0 He was commenting yesterday ont possible financial ac-
tiops by ‘the US against South Africa as implied by
‘(8%) T Andrew Young, the US Ambassador to the United Nations
Mr John Moore, the chairman of the US Export-Import

Barnk, said from \Washington yesterday
paper reports
there wonld be change in United States
South Africa.

He was awaiting an
Department foreign policy chiefs.

Mr Moore said his bank — which
trade deals — had decided over the pas
business with South Africa because its existing
about R175 millio
based on financial grounds
titndes towards financial stability-

Widen political considerations

Mt Moore said it was possible
would ask the Export-Import Bank
siderations in 1ooking at business with South Africa.

Dr Smit said that in 1975 the US had a trade S
00 million doflars (nearly R700 mitlio
: rica. The major Westernt i
had a surplus of well over R2 000 million.

South Affica
loans and credits.

Any action 1ed by the
Sduth Africa (it is already S
years ago) must hit such overseas exp
were suceessful. Dr Simit said this was

Banking puzzled

South African banking circles are puzzied by Mr
réported remark that new US human rights 1&
qualify South Africa for financial help from the
World Bank. ’

1t is pointed out that
from the World Bank and
national podies not subject to
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So;n.h Africa

US legislation.

that American news-
of Mr Young’s visit t0 Johannesburg SUgges
financial attitudes to

early clarification from the US State |

n, was believed t0 be large enough. This was
but political factors affected at-

the US State Department
to widen political con-

urplus of
industrial countries together

coutd only finance this partly by overseas
capital inflow to

orts to this country ifit
an arithretic necessity.

gislation will
IMF and the

P s,3j3usuuaasch
293qnopuny

wue I12d T3 Jo
baTgRU 3surede
PSYUSTUTWTP IO
Xo jusssad e
J JO I9ISTUTH

ol nuTA
o) with |~ uod 23Tnb

‘g s3s8I23UT

{3 3°U3 1edT0

1 of two
il JO s8sATIOW

ATzusuruaad

Young's’
ill dis-

e ATuo ayg,

has never porrowed |
that both it and the IMF are inter-



in personal
‘f_SaViIlS L

Nedbank, warned today.

to cope with 2 population get and more frugal! liv-

essential

South Africa needed a massive rise in per-
sonal savings equal to as much as five per-
cent of total national income to provide a
solution to growing employment and housing

s

problems, Dr Frans' Cronje, chairman of

He .estimated -an ip- and private sectors.
gcrease in savings 'of at Dr Cronje, in an ad-
least 8 percent was needed  dress at a Transvasl re
solely to compensaie for - gional conference of the
the drying up of ‘a2 capi- SA Permanent Building
tal inflow from overseas Sociefy, added that the
that had amounted to an exXtra savings would have
annual R800m in recent to come almost.exelusively
years. from the white commiuni-

To reach an adequate {fy — meaning less spend-
level in éapital formation. ing from the family bud-

increase of 700 000 a year, ing standards.
personal savings needed In turn, the Govern-
fo climb by a still higher  ment must find ways and
2-percent fo finamce meW yeane to  sdd o the
Investment in the public  gifractions of savings in |
building sociefies, insur- |
ance compaities and pen-
. sion fumds in particular.
A number of steps were |
essential: -
~ 4. Encouragement to
the saver by changes in
the whole ‘direct taxation ;
system. | |
© Home ownership by
biack families, meaning
a big inerease in’ black |
savings via building |
societies. - - i
@ Aims 0 bring in far
more Coloured, Indian and |

&L

-k

black families into insur-
mancs.and.nancdon coshames.
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department from an “em-
administrative
ording {o g let-
office fo the
Association,
ts the eollee-

OWERFUL
istrar of Financiaij
itutions, Wynand
Louw, has agreed to aj-
missions paid
insurance ti
n some ferm
policies to r;se by up fo

situzation, ace
ter from hig
Life Offices
which represen
ive interests. of life in-

arose because

cent regula-
life 1
commissions to

This will mean an increase
brokers peg-
e maximum for basic
OF permanent assurance at
85 per cent of th
premium and
surance at 30
made no al
“reinforced” policies cop-
ining various degrees of
types of assurance.

The difference between
types of assurance ig
t a proporfion of
ums paid on basic
cles is invested and ge.
quires a value which is pas-
on at some stage to the
ured. Term policies,

companies — whi
assed on to the
g first year’s
months after he slashed for term as-
Ormmissions paid
owance for
cent {0 con
cost of life insurance,
The Registrar’s iatest
commissions decision
which will be embodied
shortly in recommendations
Minister of Finanee —
.also have other far-
consequences.
icial reason for the
s ironic move now
asically to release his

. —

broker sales of thig impor- competition ang g

By NIGEL BRUCE

A payment is made only
when a claim is Justified. At
the end of jts currency, the
insured gets nothing, (gons&
?uenﬂy 1t is 2 mych cheaper
orm of life assurance than
the former,

In view of the different
levels of commissions on
these two t¥pes of Policies,
when they were mized to
some degree or other in
“reinforced" olicies, ihe
Registrar’s office was fre-
quently asked g decide
which level of commission
should be paigd, ,

Because of the
arithmeticai complexity of
attributing one level of pom.
mission for basic assurance
and another for term in this
type of poliey, the
Registrar’s ‘office recom-
mended to the LOA, which
concurred, that the principle

OWever, acquire no valye,

t of life assuranca

tant type of co
ome degree of im-

The Registrar and the
reasoned alsg —
gh there could be an
cment of rationalisation jn
i that: 1) In relative
amounis involved
inserance are small;
COnunon commission
would discourage
pushing basic as-
because of the
mmission it car-
a client’s in-

types of poliey should Iso some gother

Ehfs e‘ljmt efgfeect of the oraiiz%%ggsce?gogg

a specified in the 1
mean that brokers amount of life cg
cost relative
surance, it is
particunlarly
propriately to
economic strata. Conge-
quently, brokers might posh
term insurance merely
quick high commls
yielding sale.

term policies of lesg
but considerabiy
more — rising to 3 max-
impm increase
—.on term policies of

easier to sell,

be served throug]
e
That is all ve

to industry
e decrease g
demic ag most
assurance is sold for 20
years or longer.

Also influencing the
Registrar’s decision 1s the
et that broker commis.
come protection
cies were pegged at a
imum 30 per cent of the
ear’s premium, which

Ty well, But if to happen it

vings, which -
esirable, and,
bed investments
w-yielding official

ly to a very

ot to term

S no investment

Is created), the
uld find itself short ...

would inhibit s
is socially und

trar has patently
his latest decision
Y anomalous,
ally as he decided

efits flowing from ep-

forced lower commissiong

of one level of commission

'

Was tending to discourage justified thei " ® To Back Page -




Housing facl)’ |
The general e ue I au in terms
of location - 7 rtion
is still the' ARG uS 3/5/7'7 ® 5t
== ‘ecONOMIC—. -
el CCU ,
from rain off|’ ‘ : front
of the house e t 2 ¥ e, , -1y
raised at the * Sa 0 a’ O
dung ard even : 3t
orney General
provides soft . -—Depuiy.; Attorn Y 1 of fraudu tle
Al : i icted of fraudu-

f the st| ions of Anthony Anastasias Nichas, convic N
e - ° TH% aﬁf;liflg an outflow from South Africa of nearly R250 000 l1111 _
The rooms are | | ]fzgeiyg;acurrency were tantamount to economuc saboéage, teg
dining-room tall Deputy Attorney General of the Cape, Mr F. W. Kahn, S , argued tor

: in the Supreme Court, Cape Town, today. _
driver whose bt . B- try Dy e wiwo saves R10-R1S p.m. This man
jchas, 45, an
wanted to build Balglc}:vi? comvisted of 15 d house away from the others and he has no
cqu;ats of- frandulently ob- |

at atl in . taining travellers’ ¢eques.

the front rocm): and of a further 18 counts | .
. of - contravening the ex-

sane even make | change

ently not as necessary as the dresser in

that the cow-dung floor is very comfortable,
control mg“la F. using a type of clay for darker or lighter

,Hemsar UL T AT L . .
shades. Cookir’ Arg'iiiﬁ o on sentence, p @n open fire, even though most houses have
a fire-place wit Mr Kahn. said Nichas had

3 9
committed ‘a grave and 5 apparent,
there is often a ugly offence mate mMOre £7 .. oo

;. NOT SOUGHT

1 omnk hacanea ~F tha smoke, because

nce g In édch case, WNichas - it is
, X reprehensible by his ex _ . {r-had _been approached by ,
interesting tO N pigitation of this countty's g fire is]| people and had not, him- ‘0duced using

. economic and political dif- '

. self; sought ‘custornters’, -

one or two logs | L . 3 ime. A - was important to e fire would
©9S - ficulties: remember that: the: money
require very muct 600D 70 HIM sumably, || Which had heen'converted p5may]y
*Hg was prepared o ex- lllnto travellery’: cheques
collect the wood, ploit a country which, 10 oopon 51 ad got-been stolen or o o9 o9
to him, was good to come by illegally, but. be-
%‘;"n?., For a miserable . fonged to-peéople “who. wi-’
reed houses alway T.5000 commission he v;-cixs <ing windg! ?:};Efl tgrn get’it out of thewter of + 15 aus.
. s prepared to prostitute his UL e -
(6 ins) and there Bitiiice and sell his) in the }| _ Although the State for 510 always
- country- down the river, vez"iy gﬁﬂgh:-.reasong- frow-
: ; N . ned -on. this- practice, -“to
lower than an adu MrI‘Eahn.sald- defrauded e asked use oliches such ‘as.‘eco. CHE reason for
this. but th . Nichas had - zt Jarge . nomic i sabotage’ ' creates | )
» DU ere 1 ﬂ‘eac"?ﬁ“ﬁlwcommunm ently it more heatathan light! Mr tional practice
an L . arais-said,... - -
that when a stran looked to the court 10 o ) - S0 hearing continues.

and if there were
tO overpower him. |

The majority of fz
there is at the pr
conditions.
building new hous
interest.

| Kahn Sald'Mdraié'. sc, for

i
i

. Nichas, argued

The |

discourage ‘this type of

In .passing sentence, the 2 Cwner ¢

rt-should be mindf

(f:.g:t ‘the:"sentence ~would
be used:-as d guideline In
other currency €ases, Mr

R.— L
lichas, argued taes - ros-
< pict his client s-a_p_rp
csional- gangster;: artoof ‘a

Eif%re.

umerm_éing old.

be doq

" Meyers, Lindsay and Co.

Mr Justice ‘Watermeyer
sat with two assessors, Mr
G. Friedmsa SC and Mr
M. Lindhorst. ‘ -

Mr Eaha was assisted
b~ Mr S. Baker. Br Marais
was insirocted by D. F.

'
|
'

to crouch,

at an advantage

although

!
D ‘talk about providing better living
‘~Mafiatype of ~syndicate’;:,

I 'spas painting an incorrect TOSt attractive incentives to facilitate

This was a loan for 30 years at 1%
However due to lack of funds this has been stopped temporarily, but



Stendeety

Poor-to-ric

Sunday Times Reporter -

CURRENCY smuggler
Anthony Anastasias
Nichas’ classic ragsto-
riches story ended this
week with a seven-year
jeil term.

Nichas, who was con-
victed of fraud and
foreign exchange contra-
ventions involving
R250 000 was two years old
when his mother died and
his father left him in the
care of an aunt in Athens.

New start

Affer World War T
they arrived penniless in
South Africa to start
afresh, his wife Katie told
me this week.

He started a flourish-
ing laund Ty business
which he sold in 1973 and
joined Faros and Com-
pany, Cape Town shipping
agents and chandlers.

Therg he met Raymond
Kets, who was involved
in an R8-million furmgn

COME UPAND
SEE HER IN
{TVTINIES

Fich’man

Nichas and wife Katie: “I was greedy.”

currency swindle and was
jailed for 15 years in
March.
Nichas became one of
Kets' seven middlemen
who supplied cheques to
currency smugglers at
comunissions ranging from
four to 10 per cent. ‘
Kets would approach

bankers of the shipping
agents who employed him

and apply for authorisa-

“
THIS IS THE

R14 MILLI
FACE ON

tion to buy foreign cur-
rency, supplying them

with fictitious reasoms.

Kets then presented the
banker’s form to Ameri-
cap Express cashiers tel-
ling them that the cheques
were needed for sailers’
salaries.

Greed

He would pay in South
African currency given fo
him by Nichas, who sarn-
ed R7000 in commission
from the R250000,

He tiold the Cape Su-
preme Court that “greed”

had tempied him to

become one of Kets' mid-
dlemen.

Nichas, 45, was con-
victed on 15 counts of
fraud and 18 exchange con-
trol charges.

He was sentenced by Mr

Jalle 2

Justice Watermeyer to
seven years, two years
suspended for two years
on condition that 18000
American dollars were re-
turned from Greece.
Meanwhile, a secret list
of wealthy people who em-
ployed 1Nichas to get

money oct of the country °

is in the hands of police
investigators.

Nichas had refused to
name the people, but re-
lented during his trial
this week and promised
E_Io tsu}gply police with full

ils.

A Reserve Bank offi-
cial szid: “An immediate
investigation has bheen
iaunched.”

He added that the names
disclosed by Nichas could
not be revealed 2t present
because it would hamper
invetigation — but there
were a number who had

been named.
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Horwood in

] | JOHANNESBURG .~ The

Minister of Finanee, Sen
Horwood, waslast night at the
e o

centre of a major new con-
troversy over whether or not
the country’s foreign capital in-
flow was drying up.

He faced a barrage of Opposition
questioning in Parliament yesterday
after disclosures aof the minutes of a
meeting between him and the Associa-
tion of Pension and Provident Funds.

According to the minutes, the Minister told the
association the foreign capital inflow had almost dried
up because of adverse publicity following last year's
disturbances. ;

The minutes stated this was one of three reasons
given by the Minister to support his request for a
further R5320 million from pension funds and insurance
companies for Government and other ioans.

Last night Sen Horwood denied making the
statement, while the association declared that their

—1 minutes were “ahsolutely correct.” B}

The latest controversy follows the appointmernt
earlier this year of a select committee to investigate
statements by the PRP MP, Mr Gordon Waddell, that
the Minister had grossly misled the country on the
foreign capital inflow position. ~ )

At the time, Sen Horwood accused Mr Waddell of a_
“mest irresponsible, damaging and unpatriotic act™ -

Referring to his

- meeting with the Associa-
tion of Pension and Provi-
dent Funds, Sen Horwood
said -last night: “Neither
on that cccasion nor on
any other have I said that
the capital flow has dried
up.” He said departmental
officials with him at the
meeting supported his
claim.
© “I'want to know how the
minutes: of the mesting
came to be distributed,”

" he said. .

But the chairman of the

| association, Mr M. P.
Bietrich, in consultation
with a colieague who also

. attended the meeting, Mr
L. Hewitt, reimained un-

-moved by the Minister's

. denials. - .

© “Asg far'as I am con-

; cerned,” he said, *‘the
minutes are absdlutely ac-

\ eurate. Mr -Hewitt clearly

- remembers the statement,

T woilld go so far as te re-

mind the Minister that we

had a long discussion on
how the supply of capital
was going to be a critical
factor.

“We stand by our
minutes.” )

Mr Dietrich said the

. minutes had been routine-
ly distributed tg all

.« association members.

The minutes of the
meeting on April 14 were
disclosed by Mr Waddell
in the Assembly on
Wednesday night.

The Minister challenged
the minutes in the House
vesterday and again in an
interview.

Mr Waddell said last
night the issue was now a
“‘matter of the gravest
concern because twao
association members were

7 unanimous in their en-

dorsement of the
minutes.’”
He said the Minister's
credibility was at stake.
Mr Harry Schwarz. the
PRP’s finance spokesman,
said the matter would be
raised today at the
resumption of the com-
riittee stage of the Finan-
cial Institutions Bill being
handied by the Minister.
“The Minister simply
has to take people into his
confidence,” Mr Schwarz
l said. If things are tough,

' SEN HORWOOD . ...

denies saying capital flow .
had dried:up.

we can get down fo the
business of solving the -
problems. But we will de-
mand that the Minister
states the position.”

A running row. between |
the Minister and the PRP
started in February when :
Mr Waddell said Sen
Horwood had been grossly
misleading by stating that:
1635 million in long-term
private eapital had
entered the country dur-.
ing the first nine months
of last year, but not reveal-
ing that there had been an
outflow of R331 million.

The parliamentary
select committee ap-
pointed to investigate the
claim has not yet tabled its
report.

The Minister's most re-
cent public statement on
foreign capitai came on
May 8 when he told a
Nationalist meeting in
Natal it was “unpatriotic%
and scandalous” to say
South Africa was not
getting foreign capital.

“Every week we sign
new agreements with
foreigxé bankers,” he said.
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“Wooing the
. At a #ime when foreign investors are
.. closely watching evemts in SA. govemn-
ment and business are launching a
. high-powered drive to restore shaken
= .. confidence.
" On June 20 and 21 Senbank and Safto
_ are spomsoring what one of the orga-
- nisers calls a “private and unpublicised”
conference in New York for top US busi-
ness leaders. Theme of the lavish seminar
{2 350-room mote! on Long Island has
been hired) is: “Why invest in SA?” Star
5 ers include Foreign Minister Pik
* Botha and former US Treasury Secretary

¥ YWilliam Simon.

. Brochures mailed to 1 000 business-
“ men also featured Henry Kissinger as

West

would have becn surprised to see any-
body from SA here after our statement
last month.” He was referring to Chase’s
pledge not to support any more SA pro-
jects which “perpetuate apartheid”.
A further sign of the poor standing of
$SA in US capital markets is the reporit  Teeagusag,
that the well known credit rating agency
Standard and Poor’s was approached -U3J0N 8y3
late last year (by whom it is not known)
to do preliminary work on SA’s credit- adep ayjy
worthiness. This, the #AM's Washington
correspondent reports, followed bankers’ O I¥OB[g
suggestions that a SA public sector bor-
rower should test the US bond market,

However, the FM learns that S&P's
assessment of SA’s vulnerability to

HOBTE 40 %94

BNb 3U0 jnoqe

OU 39 TITM 31

TVEOL

gsxoetryg

S2313e18Y
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, Ex-Treasury Secretary Simon . . . guiding investors Sa3TUM
guest speaker, but he will be unable to  changes in the political situation was so

. attend due to “prior commitments”. bearish that even with a booming eco- }dnos8 aoey
Meanwhile, there is some confusion nomy SA would be a relatively poor

over Finance Minister Owen Horwood’s

* US travel plans. On May 12 Horwood

“'told the Senate that “when this session is
over, the Secretary for Finance and I will
be visiting some of the famous banks of
the world in Europe and America ... We
will talk to them and put our case and I
can assure this House that we will obtain
capital in meaningful quantifies.”

Yet last week Horwood said his July
trip would take him only to Europe. He
will visit the US only in September when
he travels there for the International
‘Monetary Fund’s annual get-together.
© A senior executive at Morgan
Guaranty, which has participated in a
number of loans to SA, said this week
that he was “frankly delighted” that Hor-
wood was not coming to the US in July,
“since there is absolutely nothing I could
tell him”. '

A Chase Manhattan officer echoed: “1

credit risk. According to the FM's

sources, the study was then dropped.
Asked to comment Senator Horwood 3

told the FM: “Government did not mr——

approach Standard and Poor's or any o fT 91qEy

other rating agency. The report is com-

pletely false.”
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rm based in Cape Town.
for a job in Parow is
But

' tlowing January.
: 1n Bellville instead
- ! (25 M t f d
Fake passpoTiss gy s s o

Of\ _ .A 2 men }Leld . :i_re‘IUire the services

1 n at R3 00N p,a., and

o : ndent
L o Own Con‘esl!?l N R2-mitlion :
The TREA lice investigations 1070 sesling net | 5- each earning R2 000,
will - DURBAN-E3 08 and currency. Srban with tne
: forged - Pfl:‘, % cen Teopened 1o }-)Sirnty of several ‘
work h?twn ‘men and the possibil , 3y
Tran:‘ ﬁf:?:f: ° ’ tec .;_es today detained {28 bought for 25 000 each
2 yel T ommercial Brancc%af;es ‘of printing fraudu- %400 p.a. plus 10c per
i Y dian- men On
mile 'fi‘:;t I];:'itish:passport paii;:er of people armstle§- l
. o ig brings the T in April fo 15. . .
It iq sinc;:r hélslebl‘ad‘et ras ;xgoasigv;n printed f"rgeg, louire the lorries to
ETave . .. qhe’ network ‘Suﬁg{ehem to obtain traveller lt
asspm.‘ts . )
f;r%mmm& o -
EﬁEEEYiﬁ’_ . 4y ‘nas already bought all the materials for the
Parow job:

1 000 units of Type A at R1 per unit
500 units of Type B at 50c each

Type A would not be used for the Bellville job, but could be sold
for 50c each.

Type B has no alternative uses and zero scrap value, but 200 units can
be used for the Bellville job.

In addition it will be necessary to buy
3000 units of Type € at R10 each for the Bellville contract.

Both jobs will take exactly one vear.

The Managing Director asks you to consider which of the two
alternatives is most profitable.

Draw up a table showing the opportunity costs involved in each.

What advice would you give?

(50%)
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serve Bank that fough t
+ w-policies are finally laying the foundations
£2 ‘for a seund economic revival.

gy e FA -marked improvement
s3isi.carfied the current ac-
151 ~eount from 2 R396m defi-
ar - -¢it into a R3%m surplus in
i e first quarter of 1977,
ety oitris’ revealed in the June
shens hulletin from the Reserve
haiie Bank. .
Adjusted to take sea-
vrogo-Sonal factors into account,
yuoc-ihey-balance at an annual
teurl

-oq inethe deficit from a re-

30} 2CORG R2 405w a year ago

:~Nﬁchael Chester, Financial Editer
wT=Tis halance of payments on crrrent account

e has. swung into surplus for the first time
=% ¢ijee 1973 and raised optimism at the Re-

. showed a shrinkage

.gad near-money
. worked out on an annual
yate, was reined in from a
.17 -percent increase in the

- R38m.

‘dose of monetarist medi-

| -biting deeper and deeper.

fiseal and mouetary

to only R242 m — largely
due to higher income
from gold sales and a
decline in imports. '

Hewever, the BoP sce
nario still shows probiems.
The annual rate of mer-
chandise exports, se&
somally adjusted, failed to
hold the pace set at the
tail end of 1976.

Also, the net outilow of
shortierm foreigm capital
not related to reserves
rose from R62Zm in the
last quarter of last year to
a worrying R349m in the
1977 first quarter.

Shortterm funds rel
ated to reserves showed 2
fall. in net’ inflow from
R186m to only B55m.

The net inflow of long-
ferm capital also suffered
a sharp decline from
R317m- to Rl48m —
ieaving public corpora-
tions and local authorities
to a higher bill for loan
repayments than the total
of mew foreign loans fed
into them. -

MONEY SUPPLY
Meanwhile, the money
supply,

first six months last year
tg an actual decrease of
17  percent, OF around

This indicates that the
Reserve Bank is trying a

cine in efforts to pull

down the inflation spiral-
But for the moment. it

js clear the recession is

e . e e daetian T



Wilite PIroperly, e 8%
serve Bank notes that good -
progress has heen made
in solving some of tihe
problems haunting the
economy. But there is ob-
viously a long way to &°,
veif. S
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28.

5.

Which of the following statements is correct ?

1.
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ggmﬁans, the Bank of Engiand announced Yester- |

- ¥und (IMF) to help shore up #s steriing v.

If supply deciines and demand remains constant, equilibrium
price will fall.

IT supply increases and demand remains constant, equilibrium
price will rise.

If demand decreases and supply increases, equilibrium price

will rise. ' )
If supply increases and demand increases more, equilibrium price

will faltl.

None of the above. ,

g wanted to raise the price
Jions would you take ?

RES CLAMOUR

LONDON — A giant sale of shares in Britain's parfly

! Stateowned ol company Britich Petroleum has ot |J9€ and sell it on the open

fracted nearly five times the expected number of ap- |
¥

the ;‘%hareﬂsale of the cen 2

e offer of stock worth RR46 milfion ;
the deal stecled last year when Brita.i:n ogtaﬂ“s
B3 400 million loan from the International

Application listg for the offer, at R1265 hare,cy
;rferiem Omgland on Friday morring, Yﬁwrdz’;at;esﬁank
of Engls said the ofter had baen‘f‘;,’: times aub-

The bank said it would aimounce this sftarnoor,
hmvﬁmibmmaﬂﬁnbedkﬂgggﬂﬁ!tms zﬁmﬂ
hmmb&namsﬂmammmnndmweﬁmh@mx&gg
nmmr1heamm&m§.—-ﬂhmﬂum&n}7-

gamount of corn supplied with
Ippty of some other commodities.
tteration in the output of any
cumpugIties.,

Will lead to none of the above.

"The price of wheat rose sharply (a) because the dry speil reduced
the yield per acre and (b) because millers sought to stockpile
wheat to protect themselves from future price increases that would
occur if the drought were to continue". This quotation says that
the price rise was due to

1.

O w ™o

A shift in the demand curve and a movement along the supply
curve

A shift in the supply curve and a movement along the demand c
curve.

Shifts in both the demand and supply curves.

Movements along both curves.

None of the above.

"Price adjustments serve to keep the quantities suppiied and
demanded equal. If at the initial price there is excess demand,
the price will rise. The price increase has two effects : it
tends to shift the demand curve down because people are willing to
buy a smaller quantity at a higher price, and it tends to shift

the supply curve up because producers find it profitable to produce
a greater output at a higher price. The price will adjust untii
there is no excess demand".
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SA loans: bank hit

-7

e 4L §-6 @)
7 ﬁy R8-m loss

R T

The Star Burean
NEW YORK — More than
R8-million was withdrawn
from a leading New York
; bank yesterday as the
E first step in a campaign
! throughout the United
. Siates to hoycott banks
! which provide Iloans to
. South Africa.

; The campaign is being
" sponsored by the Ameri-
. can Committee on Africa
© and more than 130 pre-
minent Americans, inclu-
ding congressmen, and is
aimed at the early with-

drawal of at least another
R10-million.

In yesterday’s withdra-
wal, two leading trade
unions — the Furtiers
Joint Council of New
York and the Amalga-
mated Meat Cutters and
Butcher Workers of North
Amerieca — withdrew
their pension, medicatl aid
and savings accounts with
the Manufacturers Han-
over Trust, one of the
five largest banks in the
city.

The bank is one of the

prime targets of the new
campaign because of its
policy of making loans io0
South Africa.

Other banks known to
be directly threatened by
the boycoit campaign in-
clude the Chase Manhat-
tan Bank, and the huge
Citibank group.

According to Mr Justice
Booth, a judge of the
New York Supreme Court
who is president of the
American Comimniftee on
Africa, US banks have
provided an estimated

JO sSuIajl Ul ‘8SaNod IN0A 30978s o :
3 nof drey Lew sa
paIsasue 2q TTIM suoijsonb anof jo 3sop o o
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Bur

R1750 million in leans to
South Africa over the past
two ¥years.

“We think that if the
public knows the truth
about where their money
is going, we can stop
this,” the judge said. He
claimed that it was

meaningless to argue that

US loans provided jobs
for blacks.

GSNO GOODQQ
“The trouble in South

Africa is that the whole °
system is mo good,” he !

added. \
The director of the
committee, Mr George

Hauser, said the organisa-
tion was no longer concer-
ned with differentiating
between loans fo the
South African Govern-
ment and ifs corporations
on the one hand and the
private secior om the

*afestaus no. other

«“The end resulf is the
ame. It strengthens the
regime,” Mr

*3IEO M i
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3. Write bro.

Regional _

Forged bank

drafts in

Immigrant’s

Jacket

grant found with 149
forged bank drafts in the

lining of his jacket at Jan

Stauts Alrport on May 5
was yesterday convicted
under the Customs Act,

-According to evidence
in the Kempton Park Ma-
gistrate’s Court, the drafts
could have had az practi-
cally unlimited value.

Ioannis Kouvdis, an im-
migrant from Greece liv-
ing in Johanneshurg, was
fined RI150, or. iwo
months, by Mr A N du
Plessis. )

He was found guilfy of
fajling to declare the bank
drafts om_his arrival at
-Jan Smuts Airport, but
Bof guiity of farging them.

Mr P A Coetzee, a sen-
lor member of the Stand-
ard Bank’s inspection de-
pariment said in evidence
it was illegal for an indi-
vidual t0 have blank bank
drafts. - ;

He told the cour% an

amount reflected on a
completed draft meant
that an equivalent amount
had been paid over to the
“bank,

._.The drafts were honour-
- edifliroughout the world
and the Standard Bank
. would have had to pay out,
whatever amount had heen
written in. on the blank
draft. Thé bank could

lining

therefore stand to lose a
considerable sum, he said.

A Jan Smuts Airport
customs official, Mr Peter
Bobbins, said he stopped
Kouvdis shortly after he
had arrived in South Af
rica on May 5.

He searched Xouvdis
and found the bank drafts
in the lining of a jacket,
The drafis were in the
name of the Standard
Bank of South Africa and
addressed to the Standard
Chartered Bank Limited,
New York, the South Af.
rican bank’s parent com-
pany.

Kouvdis told the court
that while waiting for z
flight to South Afriea pas-
sengers were asked by a
man if they were going to

- Johanneshurg,

€ man approached
him and asked him to fake
the drafis fp a friend in
Johannesburg,

He agreed and put
them into his jacket poc-
ket, he said.

The lining of his pocket
was torn, and the drafts
had slipped out of the
pocket and into the lin.
Ing, He did not know that
it was iflegal tg possess
blank bank drafts,

According to a state-
ment handed in fo the
court, tests proved that
ﬂée drafts had been forg.
ed.
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ECONOMIC REGIONS

Maize 1
Grain
Wheat
Other
Sunfl

Legumg tne Supreme  {ourt
Tobacd yesterday for the wind-
Chicol ing up of the companies

owning and running Dur-
Seed 6§ ban's Ocean View Hotel,
Sugar! which has debts exceed-

Sisal ing R785 000.

‘s The applications
Phorii against Musgrave
Hay&F O Investments and Ocean

listoric hotel
s e wen e RT85 0007

View Hotel ILid, were
made by a director of
both companies, Mr. J, H.
Porter, under the name
of Wilgoose - Porfer
(Pty.) Lid.

In papers before Mr,
Justice  Dideott, Mr.

Vegetabies TN 0,2 0,3
Citrus Trees (B) 2,4 0,1 - 0,4
Citrus Trees(N-B) 3,7 0,2 - 0,1
Bananas,Pineapples, .

Granadillas 1,4 0,4 - 1,1
Other Sub-Trop Fruit(B) 0,1 0,1 - 1.4
Other Sub-Trop Fruit

{N-B) 0,1 0,1 - 6,2
Nut Trees (B) 6.7 0,4 - -
Nut Trees (N-B) ¢,7 3,0 - 0,
Grapes (B) - - - -
Grapes (N-B) _ - - - -
Other Deciduous Fruits(B) 0,3 - - -
Other Deciduous Fruits _ _
(N__B) O,Z -

Cattle 4,8 0,4 0,9 0,1
Sheep 10,5 0,3 1,0 -
Goats 7,5 - - -
Pigs 2,7 0,1 0,4 0,8
Horses,Mules,Donkeys 4,1 0,31,0 0,3
Ostriches 0,3 - - -
Poultry 0,6 0,1 0,1 3,3

The Natal Mercury, Wednesaé;—m June 29, 1977, 13

tel ‘owes

‘Porter said he had tfed

to rescue the hotel by
butting more money into
it against the realifies of
the situation which were
now apparent to him.

“I do nof hring this
application lightly or

; without considerable

deliberation as to what iz
in-the best interest of alt
conecerned,” he said,

Mr. Porter said the
hotel, which was “almost
part of Durbin’s
history,” had been
managed by inex-
perienced people umtil
recently,. The present
manager had arrived tog
late to save the situation,

Musgrave Investmen

i ‘which runs the hotet, had
; & deficit of Ri31ass.
: Ocean View Hotel Lid.,
‘ had liabilities of

R524 600, Both companies
owed Wilgoose Porter =
toial of about RE50 800.
. The hearing of the
application was
adjourned to Friday.
Mr. David Gorden
(instructed by Graham
Fowlis and Company}
appeared for Wilgoose
Porter. ‘

— |
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33.

34.

35.

37;

Where the price elasticity of demand for a
high, the effect of placing a sales tax on
to :

o [9%) B =t

7.

Have almost no effect on sales.
Place a relatively high proportion of the tax on the shoulders
of the consumers,
Place a relatively high proportion of the tax on the shaulders

of the producer

S.

Reduce government revenue.

Shift the demand

If the price elastic
effect of a bumper h

expected level

WM —

Raise revenue by
Raise revenue by
Reduce prices bu
Both 1. and 4. a
Reduce revenue,

If the equilibrium m
the effect of legisti
eggs could not be be

O 2 ) PN e

vould

JOHANNESBURG — Di-
vidends  iotalling more
than ‘R83,6million were
paid by the United, the
country’s lsrgest build-
ing society, in-the year
ended March .31, JIr
Philip Sceales, chairman
of the society, said in a
réport, read on his be
half, at the annual meet-
ing in Johannesburg.

. After paying these di-
vidends and tax of mear-
Iy R6,9-million, the United

" still had .a surplus of

.- largest ever.

A S

" ™

Rearly R94million — its |

Reduce the suppTy oF”é§gs.
Increase the demand for eggs.

Both 1. and 2. a
Cause a surplus
Have no effect.

bove.
of eggs.

goad was relatively
that good would be

21

potatoes was 0.25 then the
d output 20% above the expecte

‘affect the increased output.
5.
's was 20 cents a dozen, then

'that the minimum price of
en would be to

If the equilibrium market rent of homogeneous Sea Point flats

was 10 cents per square foot per month then the effect of rent
control that Taid down a maximum price of rents a square foot -
vould be to

In the following diagram economic rent is

LA L P~

T R0 N e

-

Help alleviate the housing shortage in Cape Town.

Increase the rate of turnover in flats.

Increase the chances of newly married couples finding a flat
in Sea Point.

Make it more difficult for newcomers to find a flat.

above.

A1l three possib

EF per unit of 1
OABG

The amount ABCF
The triangle ECF
The rectangle AB

ilities 1. 2.

Kanrds

and.

and 3.

CE




If the income elasticity of demand for maize was known to be

exactly 0,6 and if South Africans consume 80 million bqgs of
maize per annum then the e&fz=~: nf South African real incomes

43.

44,

a5,

Reduce the demand for

Create a surplus of 1
Increase South Africa
indeterminate amount
Increase South Africa;
bags.

5. Increase South Africa

4,8 million bags.

BOWRN —

If Brazil produced half o'

if the price elasticity o
effect on Brazil of reduc

Increase total income
increase income of Br
A1l three 1. 2. and 3
The first two 1. and’

T W M) -

|
If Australia produced a é
price elasticity of dema
effect of Australia redu

Raise income of Aust
Lower income of Aust
Lower price received
Have no effect on wo

[EL0E = W% oL P

In order to stabilise Py

scheme .
P

Raise world coffee pr

Raise world price by’

Sale

cert

ury’

rising by an average of 2022?5?72,)7,@5&@{‘!){

LONDON — Small invest. -

Oors’ were the winnerg
in the British Govern-
cment's
~shares in the country’s
° - oil giant, British Petrg-
lewmn; ]
Institutions. ang ofher
major buyers, as well
.8s. potential investors
1o the .8, had thejr
- appliecations’ for {ha
65785581 shares cut
»back in favour of indi.
vidual purchages, -
/The Bapk of "England

. accepled in full appp.-|
up to 150 §

- -cations for
-of the es, all sold
at £845 (about R19,65)
€ach, but those seeking
up £0 1.000 sharag were
allocated only 150,
Buyers asking for, be
- tween ‘1000 ang five
~-millilon  were allowed
‘only. 14 percent, '
In'stgea_d of the 25 percent
originally aliocated for
‘szl in America, omy
.about 28 "percent will
be offered, in what hag
been called “the sate of
"_:the century” _
The total valueof the
shares i

". (about RR4sm). Thg;
- Were sold by the Cov.

“ernment ‘as. part of
*dga_t to'seeu%e a 3%‘
- milon dollar (about
R3 400m.) loan from the-
. International Monetary
f;‘gd- —  {Sapa-Ren.

allocation of.

ize by an
!
ize by 9,6 miilion

ée by not more than
4t of coffee and

2 wWwas .25 then the
20% would be to

ffee farmers.
ers.

e.

d's wheat and
ite-third then the
]10% would be to -

rers.
cCers.

eat producers.

s of a buffer-stock

L~ Stuvjmn

a B

CQ-/(_

If a bumper crop OB was harvested the government would have

if the

to

T. Buy AB wheat at price Pa
2. Buy AC wheat at price PB
3. Buy AB wheat at price BB
4. Sell AB wheat at price PB
5 Sell AB wheat at price Pa

-------



12.

13.

i4.

15.

16.

17.

3.

Which of the following is most likely to have a high price

¥ schedules,

pefficient of
same horizontal

Cinereased by RI47
mﬂhon during the 1976-
; finangdial  year com-
pared with R®198 million
- the previous year, he
said. They now stood at
o RY 558 millinn.

the coefficient of

B (which lies vertically above a) is
P
| 8
H
t
A
t Q/E

jﬁrigerators.
'*Jply curve of refrigerators.

:mand curve of refrigerators.
1and curve of refrigerators.

4

pefined as

elasticity of demand ?

1. Cigarettes.

2. Motor

3. Chocol

4. Food. |

5. Shoela:

Given two

price elas

line as A)

1. Less tk

2. More tE

3. Equal ¥

4. Depend¢

5. One car

Price e1asﬁ

1 S8 x ©

2. Wopxot

3. O%gx

4. % chang

% chang } mest:

5. G./P (ﬂai 3

Given two s §| courage *South gin‘

price elast C-ca.nstosave.i ST
£1 - "Dr. Cronje said that; tla?l
-El £ capital ™

1. Less th‘.: .tnlxlielogwa;idg?e;gntheé)qm;

2. More thi . valent.of & percent of Ha- |

3. Equal t¢ ftlona.lmccme. el
§ - omn ‘the cmmuy

5. Nome of -7 o sever SE7L

. . '_ be \{

A rise in t g:gﬂﬂmmm:a

1. A fall

2. A rise i

3. A leftwa ‘m‘-md e

4. A r“ightu . year as they mth

5. A Teftwall 2ob B0 ot B
ivest FRI120: mﬂhonmeg.

Income E}ast. gtﬁ?b%uesem&k;em .abi-

. Vs % i o e morene

2 ) AWY x AZ’“LL .. ——

3. O%a x Yoy

4, By x-a“/bv

5

* QWPK /Q
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% ECONOMIC REGION

4] l 42 43 l 44 45 46 47 48 49 50

i AS A PERCENTAGE OF PRODUCTION/SALES/NO. ¢!

Maize . 4,6 0,1 1,9 20,6 3.3 12,8 6,9
Grain Sorghum c 17 - 8,1 8.0 3,3 22,4 1,3
Wheat o3, - 1.3 0,4 0,1 0,2 3,8
Other Cereals P2y | - 1,1 0,2 0,7 1,0 0,5
Sunflower Seeds ) ? g,é - 10,3 19,3 4,9 35,8 1,5
Ground Nuts (Shelied AR _ ) - 17,4 14,3 2,6 1,0 5,8
Ground Nuts({Unshelled) ;12, F,ﬁv’a“o‘”&: Editor 0,1 4,0 26,1 0,3 0,6 2,2
Legumes c 4, IOVO -Sugar Es. | 0,4 1,5 4,2 0,9 22,6 0,9
Tobacco 12, | F et dviaens e {108 2905 005 0.3 - :
Chicory - Eﬂeﬁmﬁ poyable §i - - - - - - -
Seed Cotton 119, § : T v lae 5,3 13,2 1,0 - - 0.4

: final, tfogether with s s > s
Sugar Cane P the interim of 5o, - - - - - -
Sggiiium Tenax - gl;g:;lgaf g)ot:!ﬁgmgi“; ’ ] - - :

: Year (1976: 15e). The - - - - =
Hay&Fodder Crops o2y company’s group pro- 0,1 2,2 3,1 1,9 7,6 1,2
V egetables 3 f e ey “hae b 709 1001 0.9 0.9 6.1 0%
Citrus Trees (B) 1, 1977, was R2715000 18,8 14,6 [ — - -
Citrus Trees (N-B) 1,0 (1876 R2115000). 25,2 7,2 0,1 - - -
Bananas, Pineapples -

Granadilias ;- - 6,9 1,0 4,8 11,9 - - - -
Other Sub-Trop Fruit(B) ' 0,3 0,1 23,6 0.7 557 38 - . . -
Other Sub-Trop Fruit :

(N-B) - 0,1 0,1 15,0 1,9 68,4 8,6 - - - -
Nut Trees (B) 11,6 0,9 14,7 0,9 4,9 3,6 0,6 0,3 0,1
Nut Trees (N'B) 137 035 18:0 9,2 2492 ]Os‘?’ OST 092 - =
Grapes (B) 0,1 - - - - 0,5 - - - -
G rapes (N-B) 0,3 ~ - 0,1 0,1 0,3 - - - -
0 ther Deciduous Fruits ,
_ (B) 1,5 0,5 - 1,2 - 0,5 1,1 0,6 0,3 -
Other Deciduous Fruits
(N-B) 4,1 0,6 - 1,8 - 1,7 0,8 0,5 0,2 0,1
Cattle g,g 5,3 0.8 0,6 0,9 8,3 5,9 1,9 5,6 1,8
Sheep s 5,3 0,1 0,2 - 0.6 1,7 0,3 1,9 1,1
Ggats 0.8 2,2 8,2 0,5 0.3 4.7 0.6 0,3 0.3 0,3
Pigs 2,9 4,5 0,4 0,7 0,6 6,3 7,4 2,5 3,6 1,4
i Horses,Mules,Donkeys 1,9 5,9 0,4 0,7 0,3 6,6 4,7 1,3 2,9 1,6
: Ostriches 0,1 0,2 - - 0,1 0,4 0,4 0,8 0,8 0,2
5Pou]try 0,8 1,0 0,3 0,3 0,3 1,7 1,5 3,5. 1,3 0,4
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The dividend drain

Has one of Senator Horwood's attempts
to staunch the outflow of funds from SA
in fact had the opposite effect?

The Minister announced in the Budget
that fereign-controlled companies (pre-
viously aliowed to declare dividends and
transfer profits abroad from income
earned after January [ 1960) may now
only make transfers from profits carned
after January 1973, The cut-off date will
be moved forward annually by one vear.

Though some bankers insist this move
ts hasing no effect on dividend and profit
outflows, (which in 1975 totalled nearly
R400m on dircct and non direct invest-
ment). others aren’t so sure.

Comments one well known interna-
tional banker: “From exchange control
applications and discussions with busi
nessmen. we have noticed a speeding up
of dividend and profit remittances. Thev
feet the government has established a
precedent for tightening up. Thev don't
want to be caught in the future”.

Adds another: “If vou put a lid on a
botling pot. vou've pot to expeet the pres-
sure to increase

Though a spokesman for a third major
bank stresszs there has been no flood of
applications for higher dividend transfers
since the new rule was announced. he
adds that “there’s no doubt that many
companies are looking verv carefully at
what they declare out of 1975 earnings.
so that they are not locked in next vear™.

He claims that at least one big aver-
seas-based customer, whose dividend in
the past has been around half of after-tax
profits. 15 this year proposing a 100%
payout.

The accompanying table gives an indi-
cation of the profits, dividends and distri-
butable reserves of a sample of forcign-
controlled companies in SA. Unfortu-
natelyv. most of the companies refused to
confirm or deny the FALs fizures. How-
cver. we have reason to helieve that they
are a true reflection.

They show that the amounts foreign-
based companics could send out by way

.
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of higher dividends are substantial.
Though firms like Fsso are already remit-
ting most of their profits. others such as
IBM and Firestone have been leaving a
sizeable chunk in SA.

An IBM spokesman notes: “The com.
pany remits a consistent percentage of
profits and does not intend to change that
percentage.”

B

Foreign firms . . . how much are
they taking out?

. » -
v e X e
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is not disinvesting and has not exceeded
its local borrowing ceiling.

On the other hand. the Bark's official
line is that. as a general rule. the new
restriction is being strictly applied. How-
¢ver. it stresses that each case is decided
On 1S merits,

—-r e AL LR R SRUIWEIN

RONDEBOSCH.
T700.

6th June 1977.

e that you will

However. it is believed a number of R€1P cover the

companies are considering boosting their
payouts. For instance. Otis’ sharply
higher dividend this year was probably
motivated by political factors (F3,
Mav 13}, The new restrictions will
certainly do nothing 1o encourage these
firms to leave their carnings in SA.
Pretoria seems to be aware of the blow
the restrctions could give to investor
confidence. A spokesman for one large
commercial bank notes that the Reserve
Bank has in recent months approved
several transfers of funds from com
panics’ pre- 1975 eamings. He claims to
have heen told that these transfers will
still be allowed in certain cases. so long
as the Bank is satisfied that the company

LOTS LEFT HERE

Distributable
After-tax profit Dividand resarves
1975 1976 1975 1976 end-1876
T
5,6 10,7 3.6 4,2 22,0
2.3 na 4,4 0.9 1.5
13,0 12,0 12,0 8.0 440
Chubb... 1.0 1.0 Q.7 0.6 3.0
intemational Harvester 1.0 Q.3 0,7 *— na
Firastons...... 5,5 5,7 *— — 26,0
Ot - 2,2 3.6 1,0 3 54
ingarsotl-Rand. .. 2.4 2,6 22 2.2 12,1

Mast o4 thane companies refused to confi-m or deny the above figures,

*Ng =
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attend because of the late arrangements, I
felt happy to feel that I was representing St.
Mary's at the Service. The climax of an
Ordination Service, I feel, is when the Bishop

Before I started on this great project, I just
could not figure out about this fete business.
I eventually had to ask Nathan (one of my jun-

ior bellringers)y ® Chuld B &kpldintwhat is

.mwm&\% His hands on the head %%ﬁwm mn B and
: ; " ™ o —~ L-the clergy present lay ir mm: his
Mwmwwmmwmu_mﬁowswmwwwmmmm% ﬂwwfwwmw@ozmmnc mm Z $8ald and the prayer for the %..mﬁ o WE ﬂmOH%
sen il M ! b Hepnoooo  Spikit is said.overchims - “is aff hid mo-
Choy call & bazemrad ath pinms Gnig o0 BERRYS8S G R R ea ot E 5 G ro fmlaen
they call a bazagrgal ﬁm&ﬂ RrAGLE ThiS coufity g PEEETID hisS Bwﬁp.%ﬁwm. @b m. iesE cin e Chinh |3£ God.,
we call a fete a bagar?® © W@l O thiire JINwad 3 .Lwiﬂ.m - o L - o
locking at a 15 geBy, 81d mwith,af = —<— s wn BEgErn w5 1t ”..fumm@«mmw@m@wwm seegso nary pf our
face and me nothfnl Cter says 8 5| MM ¥ 1 mm S R B 0 m%wumwmg.bﬁ <in Church o Eﬂmecm &y kyeing
I am sure ﬂmmmnmcw :ainﬁmmwm 2.3 .mm 8 FEREE m Swiien Faghom fessh.ce ebrabed rhis fi Mass as
the meaning of m@%fﬁiﬁ:%@g *, mmw,, m .mm.“ Mm RV m_m@p,ﬂwmmﬁ.w:e@mqﬁdﬁ hay' Be wag venyihappy to
i > 34 o S .m v 39 go @ A OS2 SO manys presemtate are with |h in this
you .H.._..Hﬁm_. eat s.hu.m.ﬁnnu—%@ 1 Waa h ¢ A 2.8 TE .B.'m_ oOmmgrn L) Q0 r <'d Hﬂw....m.n . “t b +
couple of monthsStherf has®ipén R mm =8 m,m 15 "2 0 ¢ .mtm.n.mhm“cow grorstip A @hrish's yepresenta~
amount of activifydargund ghage ™ 2.@&%. WB B m B Sas wdmﬁw in wmon%pm et o tWe ﬁmwﬁ Hpgk his mini-
ings of the vari®u® PPganidai iy S BR Td B0 85°8, oSty at Sg. Emmmw\t.m\«ﬁp }, Be a long jamd happy
ish that have gof togftheryahd® O ‘tm.m_, m.u.% .mv..m - mommm and nﬁ,m.w.ﬁmgm, B3 L ® faighfull Priest and
committee of staBifiplderstfBr, E} gE m..m.m 978588 -sgepherd gndthg Qhmechya | o o
have also the Sowobﬁnm hagihg C Rdww m mmw..m = u_H_;.m.. cas hasn®3d 2 M
and Mr. Lesly Mu¥l®zr, &n oup %éh B g m: AR SRR Y simihity Zones Sgao ) o
now we have 15 stad¥sBand § & N ,_Wew.ﬂaew Mm SORTa R L5 SECEEAR. 8 .
Lesly. Everyone Tdhferned i (o) BHgE n.mm.m.mym poBu "8 .y o The Ghach Bas new! énterg@d in _Rm the long
going all out to npkk.Fetel'Y%7,| ™ ~ T L BT BY88 8 rSEason of XTEInELY WvHITH commenced i the 5th
success. We have” th& ple8sh ok eniaslf S e BH o LJENG and foptsinueds fng il “Sunddy 20EE November.
Keith A p . A gE3pgdg i ® mmen ek ] afBer ecost an
eith Anderson's dixcHs osled o GEY €2 ,mm._n CERRRE  OLF go £ed R therspiigy af nt t and
day of the Fete. Hup“are W@ [y _ﬁm.mm L SRS R2 .. . mPorigigsd hySkepmy tnly tas the Odrabe of
from Bishop's whetfierStheif. H&l DM m“sm. : Jsmm.m Ro RSO S PWirsun. | Tt Fad ot thg, MiddIe Ages
to perform as welly S Therf we| ks SRRiififfsdlB 88 R 2 Ehieh the Bundhb faoran REL widely observed as
side~shows. We wirit®to mEk Rmm,m R _n5m m nbooogd Bydpparate EEASLTIHM Uy of Sthe Holy Trinity.
happiest day ever @ St. Mardy % Ol..m..mm,.m o om.mm e B aBe slfs obseryEip@ FitBolhifed¥d toPmark the conclu~
: , ® Qo b .Nm,m,_ ] m SRR, LT HE FsEaf of tile, Lifupdital cqmmem@rations of the
;. Oh: I almost Feygot s;mﬁm.,m.l__ mmnmmm. BELE|ITAP L, 58 “Uf of Cirddtfapd ghe Ddbcent, of the Holy
soupld: The date bfg fhe £§t8 ™. vmnmmmamtmm o S88" PPiFit byla,celehrafitn,dubraging God in all
e o N AR ARG Y O 0 On B Eifanos | B82S s BBES revengs, A Goplroalin oojoined by
have: anything you @gufid lifke ﬁUU SoAEA EuB|T O LB NT  BBRSS John'XW1l iR A338.5  The Sfeast became
let me know. My M&Qmmmm Ted E ity MeMe. B egraonag emmmw.&.mu.f\wmﬁﬁz.mm.w in Erfyland, gdperhaps by its
Woodstock. My wwamwwg@osm How & Q) Md_mam..mm.mm - 0o mfsgceiation®with™St. Thomas Backet, who was
will. then collect ™ ® it uf % & <885 BEESE . geonpecrated Bishop on that day in 1162,  The

try Xo work as a fAfily and Mahc miicoomo e o
a tremendoys success, May God BlZEss you 3117
for your wonderful work you afe doing for his
Church.,

Micky Palmer.

rrestriction of the feast to a single day by
gthe absence of an octave is appropriate to the
“Wnity of the Godhead which the feast commemo~
rates. In the Sarum Missal and other rites,
Sundays are reckoned after Trinity, and not
after Pentecost as in wwm Roman rite.

P
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Time for optimism,

. -Financial Editor

MR. G. B. LAW, chairman of the Natal Building Society, said
in Darban last night that the time had come to view the pro-
perty market in a mors ebjective manner, |

! Addressing - share-

Thizs indicated that

" annual

bolders at the society’s
meeting, Mr.
Law said ‘that the im-
proved pattern in the
country’s  trade justi-
fied a more optimistic
atfitudé about the eco-
nomy, )

“Those in'a position to
influenece ‘decisions
sho}gd now ;-e{;oggigjse the

itive signs prove-
gg:t znd do whatever
they. ean tz ge:lljera:be a
more positive LISiness
approax,a’h towards ihe

Mr, Law said that tf

“this happens, it can be

that the

demand for homes wi

increase apd with it an
inevitable rise in the cost
of buying a home,

It was possible that
the demand for loans
might fall in the months
zhead but 2t no time
during the vast financiat
year wag the NBS abie o

cope with the dernand.

Properties were  still
changing hands at a
steady rate.

On the ather hand,
there had been z notice.
able drop in the building

. of new homes.

But there had been a
natural growth in the
bpopulation and  thig

would auntomatically
generate an added
demand.

Mr, Law sald that it
was 1Rdesirable, for the
sake of the economy as
weil as the home huyer,
that the prica of homes
shonld risa,

“Even today it iz dip
fieult o obtain g modest
home for helow R25000
and, at that price, the
buyer requires g deposit

. of-%ﬂootosecm-eanst}

percent bond,

“Should the price of
homes increase, it will
generate an inflag
frend throughout the
economy. Ways must be
found to prevent thig
happening.»
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FOUR Natal companieg
- Drovisional Hgddation ang
agement follg
Court, Durbap
(Natal)} Ltd,
by the companies,
The applications,
against Haul Hire (Pty.)

&

Ltd, Georglan Invest-
ments Pty Ltd.,
of Margate, S.A. Sand
Products Pty Iid.,

Dupite Investment and
Finanee Company (Pty.)
Ld., and Drive Yourself
Pty.)  Ltd,  were
brought by Mr, Charles
R. Trevaskis, acting
manager of Concorde
£asi Corporation

asing
{Natal) Ltd.
In papers before Mr.
Justice Broome, Mr, Tre-
vaskis suobmitted the

I

i

6;/ |
Court’ ofders
on Natal firms

Court Reporter
were
wing an application to the

, by Concorde
which is owed inore than K23 miliion

£
- owed R1551535 by Haul
Hire

Festerday placed ander

fitth ondep Judicial man- |
Supreme
Leasing Corporation

|
f

companies were in savere
finaneial difficulties angd
would be unzble to repay |
their commitments to his i
corporation, :

Concorde TLeasing is |
(Phy.) =~ 1ad,
R2329294 by Georgian .
Investments (Pty.) ‘Iid., |
R353190 by S.A. Sand !
Products {Pty.) Ltd., |
g by Dupite |
Investment Company
(Pty.) 1td., and R110 907

by Drive Yourself {(Pty.)
Lia. :

The money
Concored -
hive purchase an
ing agreements,

Mr, Trevaskis submit
ted he hagd approached
Mr. . Rogep White, a-
director of each of the
five companies about the
debts,

Mr. White wag
lessly  insolvent
Trevaskis submitted.

- Mr. Justice Broome
vlaced Drive Yourself
(Pty.) Lid, under Jjudieia]
Tanagement. The other
four companies were
placed under provisipnal

Is owed to
ing for
d leas-

“hope-
Mr.

Hauidati -
m%ﬁM?/ﬁ !
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A statement sa1g the
nwove, which only affects

B Hse.
B “increasing abuse” of *he
-Unrestrieted 553 e of.
tick?tieiwascausmg !d:::
of  for En .;c“mq_r
| Rhodesia,, Lo :
--“The ‘effect of the new .
Instructions upon. the
' general travelling public
~will -bhe. . ? the
. statement said, *“he
-inain feature being ‘hat
- henceforth fareq -
in excess of gop dolars
DEr person may wok B
80ld . without ihe -prior
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By JiM SRODES-
NEW YORK. — The Com-
mittee to Oppoese-Bank
Loans to South Africa is
Jback.in business.

. The commitiee, in protest
against the treatment of
blacks in South Africa, has
announced that the Furriers’
Joint Council Labour Union
will withdraw more than $10-
million in pension, health
and savings funds from
manufacturers Hamover
Trust Bank,
 This announcement
launches a campaign to end
US bank loans. to South
Africa. The campaign seeks
withdrawal of accounts from
such banks by groups and iz

banks® are Citibank -(whic
has réportedly committed-a
- 322-miillion loan to Con-
spiidated Gold Fields) Chase
Manhattan, and Morgan
Guaranty in New York, Con-
tinental Bank of Illinois, the
Bank of America and the

dividuals. Oiher '%Eérgetfl:-

First National Bank of

Atlanta {which is par-

gars .

ticipating to the tune of $2-
million in 4 $100-million loan
to Iscor).

Justice Williarn Booth of
the New York Sapreme
Court, who is president of
the American Commiftee on
Africa (ACOA), described as

staggering the fact that cur-

rent loans total.an estimated
$2-bilbon.

“We think that if the
public knows the truth about
where their money is going,
we can stop it,” Mr Booth

_sajd.
- »He called the issue of

whether such loans provided
jobs for Africans a
meaningless one. “The trou-

‘ble is the whole system is no

good,” he said.

" (eorge Houser, ACOA
. director, noted that in most

cases bank lpans provided
money for capital Invest-
ment. Whether the loans

Renewed bid to&iss
cut loans to SA wy

were made tp the govern-

ment or to government-

controlled corporations, he l

said, the result was the
same: to strengthen
apartheid.

|

.~
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JOHANNESBURG — A feature of the combined
portfolios of the 11 Mutual Funds was the in-
cresse in metal and mineral shareholdings over
the past year; an amouncement of the Mutusal
¥unds Assoclation said here yesterdsy.

Statistics zeleased by the Association showed
that in June, 1576 the value of metal and mineral
shares was RS9,5m (representing 10,5 percent)
. whereas in 1977 the figures were RB41,0m and
152 percent respeciively. .

Compared with the March guarter, there were

no major changes in June this year. The total
market value of the funds increased marginaily
from B2580m to R260,6m The cash holding re-
mained at R259m. .

The" outflow in June was RS800 000,00 com-
pared with outfiows of R4({ 000,04 In March,
1877 and Bdm in June, 1876. — (Sapa)
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| {g?f;,;éw- deals after trip but

L. GET ALL

JOHANNESBURG — The Minister of Finance,
Senator Gwen Horweoed, sfiid here yesterday
that the purpose of his visit to vatious European
countries had not bheen to try raise loans nor to
conclade any specific agreements, -

Speaking at a Press conference affer his arrival,”
Senator Horwood added, however, that he was not”
returning empty-handed. He also had no doubt that
South Africa would obtain all its loan reguirements
envisaged in his Budget.

Senator Horwood was accompanied by the Secre-
tary for Finance, Mr, Gerald Browne, and the senior
vice-governor of the South Afriean Reserve Bank., DPr.
Joop de Loor, joined the missicn from Washington,

. where he represents South Africa at the Internationsl
. Monetary Fund.

Trends

Senator Horwood said the purpose of the visit was
to exchange ideas with bankers, financiers, indus: -
trialists, politicians and representatives of the various'
governments “to bring ourselves up to date with the.
latest economic trend® in the world and at the same..
time to put our case to them not only as far as South
Africa is concerned but the latest developments in-
southern Africa. -

“In the course of these talks we discussed various:
pessibilities. I wish to stress, however, that we did °
not close any specific déals or enter into any specifie-.
agreements. I have, however, no doubtf whatsoaver
that we will obtain our Ioan reguirements, -

“In fact, we are confident that we can realise .
mgge and do better if we need it,” Senator Horwood
© owaid,

Referring {o the economic climate in general in
Europe, the minister said he was surprised at the
slackness of the European economy as a whole.

Battling - "
He had thought the upswing of which there was’
talk would be .more pronounced, but most of the
European couniries still had to battle against un-
employment, inflation and patchy growth rates.

It was against this background that South

Afriea’s exporis had made a really great impression
on uf;he influential people his mission had been dealing
with.
“They were particularly impressed by what they
described as our dramgtic turnzbout in our current
account, and that we succeseded in changing our
ba}gnce of payments from a deficit to 2 surplus,” he
said. .

Senator Horwood said he explained to them that
South Africa was now reaping the benefit of heavy
spending on the improvement of the infrastructure
in recent years. °

This included the building of the new harbours at
Richards Bay and Saldanha, the building of new rail-
way lines fo-carry ore and coal, and ofher projects
such as the second Sasol and extensions to Iscor.

AN these endeavours

weré now bheeoming pro-
dutetive,
Senator Horwood also
e said that-because of the -
turnabout in the balance
of payments, economic
stimulants in selective
sectors were under dis-
cussion. These steps
- would be announced with.
in the next three to four
- months.—(S8apa.)




CENTRAL Merchant
Bark Lid., has announeed
that Trust Bank share.
holders, . representing
| 25,3¢ percent; of the is
sued shares of Trust
Bank, have accepted
Bank Holding Corpora-
fiorn’s receni offer for
Trust’s shares. Banlikor

now owns 60,48 percent.,
of Trust’s issued shaves.
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UK h 15 -
. deficit

LONDON. -~ Britain had
a balance of ‘payments
deficit of  I6iv-million
{about R10Im}  iast
month, fhore than double |
the figare for May. - o
_The fzll in the coun-
try's "earnings resulted
from a £208m (about )
R312m) .rise in imports °
while exports went up by
only £172m tabout
R258’n_i), K S

ThHE visible trade defi-
cit — the,differem_’:!e be-_
twéel " imports <Y and® ¢
| eXpOrts .— was }1287m
(about REE) Bt the -
figure is Teduced by invi.
sible items such as ship-
ping - . charges and
insuranes, -

The - Department of
. Trade said the . big .
Import- bill reflected . the
arrival of installations
for North Sea oil and gas
produetion.

~ In spite of the:decline
-in  the: couniry’s trade
. performance in June, the
figures for the second
quarter of the'  year
showed a big iniprove.-
. ment over the first three-
mionths, ER I
. A_s\a. result of April's
favourable, rbalavice, the.
. quarterly. ‘deficit’ was
only £7 million ‘tabout
R10,5m) compared: with
£32Tm (2bout: R491m) in
January to Mareh.

"~ The: Department of
Trade said ‘there was an

»

| improvement: ‘in - the

4 balance of trade in oil of
1 £121m (z2bout Ri181m), —
(Sapa-Reuter.)-"




~_ Mercury Correspondent '
JOHA.NNESBURG — Finansbank has

and negotiations may be

The  disclosure ast resumed  wher an
week of a possible loss of” audited statement s
maore than R2million has  availabie, . . -
brought » temporary eng - Meanwhile, Concorde's
to discussions, chauman, Mr. R, E C

Concorde has sent-ifg g}?m%ldergas tha?'a‘rfﬁg

auditors in to investigate - P PR
the circumstancag sur. fﬁﬂ}lalb;il ;acslgzelg Eh?c yf_ elaral
founding the default of Was expeeted but Con.
five companies in Natal corde expeets profits in
- - the year to June 30, 1978
will justify resumption
ividend,

The market took the
ews ealmly when the
shares  were relisted
vesterday. A buyer at
20¢ could not persuade
sellers to part with their
shares apd pgo shares
changed hands, The
shares. had risen to 43¢
before . - Suspension g
month agg.

The bossibility of 5
deal later this year at z
Drice relateg more {o net
Wworth than share price
will probahly sustain the
price.’ In the absence of

|

- " that, the shares would



Glut, of obsolete offices
EIETED (Business Times) Reporter L1 YR

RE THAN a third of the vacant office space in Johan-
nesburg is difficult or impossible to lease or sell, says
pro erg;' consultant Alistair Barclay. )

This is because of the inadequaey of facilities offered and
general obsolescence. -

The result is that although there are 275 000 square metres
of empty offices-in the city — about 10 per cent of the total —
it is not that easy 1o find space if yon are looking for more
than 3 000 square metyes.” - -, .

“Much of what is available is scattered in compartativel

: small parcels through bufldings~10 years eld:ormore, wi
floor areas of of only 500 to 600 square metrss,” Mr Barciay

d. _ .
Mr Barclay is in charge of the development, investment
and estate agency division of Dunlop Heywood. :
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TRIOMF — the cash-stretched fertilizer group —
~ is on the point of receiving a R13-million ¢ash in-
jection to help service its short and medium-
term loans.
The bulk of the money is coming from an R8-million

t shot-in-the-arm from Triomf’s own shareholders.

! AECI, which owns 49 per cent of the operatinﬁ eom-
any, has agreed to put in an amount of slightly less
han R4—rm'l'§;'on to correspond with ifs stake.

The rest is coming from chairman Louis Lauyt
himself and Triomf Investments.

This co-incides with the news that Mr Luyt has put
his personal executive jet on fo the market, at R3,0-

illion. My information, from a reliable source, is
that the jet is being sold to raise cash to meet the
amount that Mr Luyt is committed to chip in.

The R8-million will appear in the balance sheet as

For sale

nsfusion for

#{¥ [3%

anaemic Triomf @

By JEREMY WO0OODS

additional shareholders’ funds.

A further R5-million is about to flow in as a result of
the sale of the stocks of the Triomf Crop Protection
business and the realisation of its debtors.

I understand that from now on AECI will be more
closely involved in the daily management decisions of

Triomf’s operating company. )
AEPCI’S increased involvemnent in

A manifestation of 1
Triomf has been the appointment of a managing direc-
tor, Phillip Clarke, of the Citizen newspaper and a

right-hand Luyt man. This post has been enpty for
some months.
All of this must be good news for Triomf
ihareholders and the farmers who have supported Mr
uyt.

carpeting,

Louis Luyt,

Despite this, however, there m?{a still be rough
waters ahead. For instance, I hear that the losses he-
ing notched up at the Richards Bay phosphoric acid
plant exceed Ri-million a month.

For the business community in general and Triomf’s
shareholders in particular, it must be reassuring to see
AECI working more closely with the Luyt manage-
ment team — gnd to know that the financial muscle of
the two big shafeholders in AECI, Anglo American and
Britain’s ICI, is not far away.

There is also the question still to be settled of
Triomf’s deal with Gazocean. In settling this, I am
sure that Mr Luyt will bear in mind the importance
and delicacy of this country’s trading, defence and
capital-raising relations with France, especially in
view of official French interest in Gazocean. .
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New- look Protea
is slimmer, fitter

Beard, son of chairman Fred Beard, who him
brought in years age as MD to do & similar job.

- tupted by

PROTEA HOLDINGS, recently the subject of 2
fruitless bid by Abercom, has so pared ifs in-
terests and streamlined its operations that it will
be a very different operation at the end of its cur-
renf financial year than it was even at the end of

its last, seventeen days ago.
This was explained to me by manaﬁm director Aidan
who himself had been

According to Mr Beard (;.uniar), this process was inter-

gDavid Lurie’s Abercom bidding for the con-
glomerate at a price that failed to find popular support, and
I a manner that proved technicaily difficuit.

The biggest problem was image — or rather Protea’ s lack
of one — and for this reason, says Mr Beard, the group’s
shares were trading so low {*‘too low") that a bid could be
contemgiated by someone like Abercom. .

Now Protea has cleansed itself of a number of unprofitable
subsidiaries.

Not only will this mean a cash injection from disposals of
more than R10-million this financial year, but the company
will hecome more manageable throngh having interesis in

+ six instead of 11 ateas.

Accordini;,o Mr Beard, Protea was too diversified and for
this reason had to change. The problem was that certain sub-
sidiaries were not only unprofitable, but were detracting
from management’s concentration.

Last year the company started cutting down its spread of
investments disposing of Braeside Mushrooms, as well as
three hospital supplies companies that it bad acquired from
former deputy i David Tabatznik. Proceeds from
the sale of these subsidiaries amounted to almost R1l-million.

Then, earlier this year, Protea disposed of the H. Alers

By JAN MORGAN |

Hankey group to Stewarts and Lloycls for B i4,25-million.

Within its electrica! group of suibsidiar ies, a clean-up
operation began which resulted in {he shu tting down of a
television aerial company, Globe Alpine Aertals, and an
electrical supgly gutlet in Newcastle, plus 2  tightening of in-
ternal confrols.

Still unannounced is the disposal of’ a su’ bsidiary that has
Been a major loss-maker for the ifroup . Metal industry
sources believe this could be the 1°rote a-Esab (Prosab)
welding division. Accordin% to Protea’s & ;mmual report iast

ear, the group had to inject further fimds info the company.

e written-down book value of Prosala is T 1714 008, and loans
to subsidiaries tofai R731 000. This svou! d indicate a total
worth of the division of some R1,5-mil lion. The industry
sources are predicting that an oversens t juyer will be in the
market.

Protea’s new range of interesis ar e now definped as
chemicals, electrical, scientific, miec Heal, metals and
engineer'mg and protective clothing,

y rationalising, {he %'ou is also look ing to improving its
financial ratios mainly, by
share market analysts. .

The most important of the ratios unt fer attention is hor-
rowings to shareholders’ funds. The gror ip has a limitation of
one-to-one imposed by various frust d eeds. The ratio last
year was 0,85, but the goal for this year -is 0,7. The means of
accormnplishing this is throuih more st! ringent controls over
stock and debtors, plus cash inflow fr om the disposals.

Protea also wants a better relationst 1ip between short and
long-term borrowings which, in recent . years have tended to
favour the former.

““We would like to improve the valur 2 of our shares, but we

Beard’s a¢ imission, fo impress

Aidan Beard

believe the way to do this, and improve our image generatly,
is through gefting our house in order rather than through a
public relations exercise,” says Mr Beard.

As far as the group’s current financial year is concerned, it
is not likely that the changes will have any significant ef-

fects, so earnings of 22c a share are in sight (27,5¢ 1ast year). .

Ti?aermarket has been expecting earnings as low as 18c a
share.

The pay-off should come next year. By reorganising sub- !

sidiaries, three things will have been brought about: the
group will have eliminated certain loss areas, it will have
reduced its debt burden, and saved management time —
which has been disproportionate on the loss-makers.

With the company’s preliminary results due out in August, ;

the market has been
ing a total of abouf. 9c instead of the 13c of the last two years.

This, T guess, iss untikely, for two reasons: the company’s
policy as been nraver to reduce a dividend and its financial
situation is likely to improve this year — if only through the
disposal of loss-making subsidiaries.

A dividend se:veral cents higher than the market’s expecta-
tion cannot no'w be ruled out, if only for window dressing pur-
poses.

How much Abercom’s ill-fated bid to bring Protea back

expecting a reduced final dividend mak-

into the Larie family sphere of influence accelerated the -

rationalization is a matter of conjecture. .
To be surva, nothing concentrates the minds of top manage-

ment hetter than a takeover bid, especially one threatening

the effective contrel of a father and son team.

1t also fjuggests that perhaps Protea had in recent years
grown a bit complacent and fat. Maybe, after all, there was
more to Pavid Lurie’s bid than meets the eye — apart from

what appiears to have been an obvious misjudgment on price. |

Indeed, he might have done shareholders a favour.

- e - A
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harder for less’

Staff Reporter
MIDDELBURG — South
Africans of all colours
are going to have to be
content with a drop im
their standard of living.

At the same time they
will have to work harder,
Dr L A van Wyk, senior
lecturer in -economics at
‘Potchefstroom University,
said here vesterday.

He told the Suoid-
Afrikaanse Buro vir Rasse-
Aangeleenthede  (Sabra)

youth congress that invest-
ment possibilities in South
Afriea were far less atfrac-
tive now than they were
a few years ago.

Foreign couniries were
becoming mere discrimina-
tory in where they in-
vested. ‘

Further, gverseas coun-
tries had their own prob-
Tems.

As a resplt of their own
needs far less capital was

available for investment
than before.

Because of the politieal
vnrest here last year, the
world saw South Africa as
being politically unstable,
Dr van Wyk said.

South Africa had to fi-
nance its own ~develop-
ment projects asa result of
these factors.

Buf this was eomplicated
by the fact that people

— used the money they would

-

! have saved to try to main-

tain their previous stan-
dard of living.

Although the - military
threat to South Africa had
placed an exira burden on
the economy, Dr van: Wyk
felt the country’s military
strength had secured eco-
nomic and pohtlcal sfa-
bility.

0 work
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FOREIGN LOANS OQ/';__,
Success at a high p"cez*

The SAR’s new DM35m loan reflects a
superb sense of tming rather than a .
renewed appetite among foreign mvestors 5
-for SA paper.

The private placement (or:gmallyf??"
planned for only DM20m) is being lead’*
managed by Berliner Handelsgesellschafi-:
Frankfurter Bank (BHF). Five other
banks (not all German) are participating
The loan carries a coupon of 8,25% and
has a three year term. sl

In recent weeks the deutschmark sec-u
tor of the international capital market has
been particularly active, owing mainly to-
speculation about a-further rise in the:
mark. Coupons on several issues have®
been cut (to below 5% for top-classi
names, such as Norway), and offerings;
have been up to eight times over-sub~"
scribed. Moreover, the SAR’s loan is by "
no means the only one whose size hag:.
been increased. e

Despite the current attractions of the:
DM sector, Railways is paying a high!
price for its money. Though the issue’:
price is not yet known, German sources,
tell the FM early trading is likely to be;w
close to par because a steady demand is:,
expected from non-participants. th?

The attractiveness to investors of
SAR’s terms can be measured by twor.
yardsticks: .
® Yiclds on paper issued recently an
high-class borrowers in countries comgz
parable to SA (such as Mexico and Bra:#
zil) are currently running at aruunga
7,75%-8%. The FM learns that “a lttﬂcé;
extra” was added to the SAR’s coupon ! tn&g
compensate for the current unpopnl Tifys:
of South African borrowers

¢ Yields on comparable SA paper in the
secondary market are around 8%. For
instance, Escofi’s 9,25% 1975-80 issue
(which has three years to run) is
currently yielding about 7.8%.

Despite the stiff terms forced on it.
Raitways has achieved the distinction of
being the first SA borrower 10 negotiate
a publicised international loan since the
disastrous RSA bond offering in Febru-
ary 1976.



S Angry tide risi ng
+f over Margate pool
by OVer Margate poo

‘ EXPress Reporfer *  yave o referendum on the is.
= THE ratepayers of Margate Sugéme residents believe
?;'e mobxﬁsmg against the -such’ a referendum couid

S&!&;g&gm?lympic-sized force the town council to
3 resign,

Aﬂger over the Rlﬂﬁﬂﬂﬂ Pansh_ti&ing co?side{ﬁd

donated by the locg] [@¢anwhile o S:0p the

- “white elephant” ip its

Chamber o Commerce, tracks incluge a letter of

rompied a succession of T
ategayers’ . Association g?’tg?;?;%e Administrator

meetings and-a meeting of

e pemoderation Cof 00 neiry 54s o0 s
Reztep agglg Afisl?gaé‘.mn?or . Another R60 000 is needed to
membership of -the federa- gomplete iL. Th:ﬁChfmbeEf
: ommerce, a rom the
tion has added strength to OF

s donation land, has
. Suggestions .that”the.jtown _fg'omised to pay R250D0

" wards the tofal cost.
The row started last
e " month when residents heard

'g pool, on a R75000 site

CEE B A the town’s budget included |
SEE PAGE 7. Rizﬂodtoma'intainthepaal‘.
BETTER LiVING The local council had

: claimed that, because of the

chamber’s contributions, the
pool would cost ratepayers
“almost nothing”,

Mr  Des van der
Westhuizen, z prominent
resident, said the council’s
‘eventiual contribution, pius,
running expenses, could
~ 5| Bardly be described as
FTE P valmost nothing b o

e
r
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SA PROPERTY valuers
must be thanking their lucky
stars that courts here are
unlikely to take a similar at-
titude ta the British High
Court, which this month
awarded damages to 2
London merchant bank
against an estate agent mak-
ing an over-optimistic valua-
tion of building land at the

— - [P

height of the property
market in 1972,

The bank is Singer &
Friedlander. which lent
£1,5-million to a now col-
lapsed property company in
December 1972, at 12.875%,
3°: above the then inter-bank
rate.

The loan was secured by
an agricultural property

valued by the estate agent,
Jokn D Woed. at £2-million.

When the developer
crashed. S&F acguired the
property, which is now said
to be worth no more than
£ 600 000.

It was general practice at
the time of the loan for
finance houses, when asked
to lend money to property

= e e o= - e P

T AR A b P o

developers, to rely on a
valuation of the land offered
as security. and inform the
valuer direct that it was
relying on his valuation.

The full judgment has not
yvet been published, but it
seems that S&F must have
persuaded the judge that the
Wood firm had failed in its

siness

ks bank in London ct

professional capacity. There
is not apparently any im-
putation of any deeper ir-

regularity.

Nevertheless, it is thought
in London ‘that many other
finaneial institutions now
holding properties as
security against loans made
to now defunct borrowers

EDITED
BY

PENELOPE
GRACIE

S,

may be considering follow-
ing the precedent of the S&F
case.

Banks in SA which made
loans to such operations as
Corlett Drive, Glen Anil or
Schachat must be ruing that
neither the law nor- the cir-
cumstances permits similar
legal recourse here.

P AN
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| Council’s
R5,5m

AN
P
ret

bank 5.
balance

EAST LONDON — The
city council was flush with
money during the month
of June with R3.5 mitlign
in the bank,

Most of the money came
from the ctiv's pliblie loan
issiie in April and was in-
vested on short-term with
three of {he cityv's bhanks
until needed to pay for
VATIGUS projects,

O the other hand, the
city had to pay R2.4
mttlion en the half yearly
repayment of interest ang
redemption on various
loans

Escom 1nok R990 821 for
electricitv. but this is pard
back by consumers.

Salaries and wages cost
R717 5363 and contracts,
mainly for the North-East
Expressway and electrici-
tv facilities. took K356 7h2.

DDR

1
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|S.A. pays its way again

R122m surplus

for half-year

Mercury Correspondent

JOHANNESBURG — Th
of trade statistics, recently released, reflect an en-

couraging surplus of R122-million for. the first

e country’s latest balance

“half of the year. The improvement over the deficit
of R927-million at the same time last year ex-

ceeds R1 000 miilion.

In shert, the country is
payiqg its way again for-
the first fime since early

opti-
mism has sparked off 2
debate in business cir-
cles: fo stimulate aor not
to stimulate the eco-
nomy.

There are those In
favour. of re - stimula-
tion, among other rea-
sons, to counter
disturbing rise in unem-
ployment.

Ranged against them
are those acutely con-
cerned by the unsafisfac-
tory balance of payments
position and the risk of
reversing the current

" downward tendency in

the rate of Inflation.
‘However, if the cur
rent {rend of falling
‘imports gnd rising
exports econtinues,” the
Minister of
Senator Horwood,
declared last month” I
feel' T will be able to con-
sider an economie boost
before the end of the

ar."”
With five months to
go, econcmists have

agreed that the positive
trend Is a continuing one;
so, apparently, does the
Minister -of Hconomic
Affairs, Mr. Heunis.

In: spite of the unex-
pectedly slow revival of

the economics of our
_prinecipal trading

- downward  trends

" mainly attributable

Finance, -

at
home, he notes that the
performance - of the
mining and agrieuttural
sectors foreshadows real
growth in the gross
domestie product
Censequently, he; 1s
now preparved to support
a selective, export - led
re « stimulation of the

. economy.

‘Certain options sug-

themselves. The
favourable increase im
exports this year tig
the escalating flow of

minerals through the

new ports of Saldanha
and Richards
together with the grow-
ing demand for raw
materials aceompanying
‘the slow but steady eco-
nomic recovery abroad.
To capitalise on the

" gituation, demands maxX-

fmum  efficiency  and
ingenuity in the explora-
#Hon, extraction and bene-
fication of the couniry’s
abundant ma
sources.

South Afriea has the

techniologicat  Iagenuity .
and expertise. An exame |

ple is the Ergo project
being developed on the
Tast Rand in the near
future and at relatively
smzll capital cost. Ergo

. is.to extract seven tons

of gold, 190 fons of ura-
pinm znd 500000 tons of
smiphuric acid from 18
stimes dams in the avea.

Bay, i

pariners and continning
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JOHANNESBURG -
News of g pos‘sib{e mer-
ng

and  Enalish ce
broking interestg hag
caused 2 buzz ip insup-
ance cireles. )

{ The reason for Price
Forbes Sedgwick’s gug.
Pension on ‘the Johiannes.
burg Stock Exchange op
Friday stems from talks
befween hig company
and Federsp Volksbeleg—
gings ang Volkskas's in-
strance broking oo,
bany, Federale Makela.
ars, :

Aceordin k' g 0 2 Fede.
rale spo esman: ¢ poss-
ible rationalisation of in.
terests” ig being disens. i
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2 The Natal Mercury. Wednesday, July 27. 1977 ™,

LONDON—Soutk African actress Janet
Snzman launched an appeal here yes-
terday o help 42 Znin actors and
actresses stranded in Londan.

They had been appearing at the Od
Vic Theatre in UnmaBatha, a tribal
musical which they had already pre-
sented In feur British provincial clties
and were due to take to Manchester
and Bristol before flying to Tel Aviv
for the Isracli Arts Festivalon August 8.

Eguity, the British actors’ union, said
the agency which erpanised {in four

FUND TO HELP CAST

Miss Sazman, working with Equity,
is setting up an emergency fumdd for |
the cast amd hopes to raise enongl:
money to help them go nhead with theip :
Israecli visil. ;

AR Bquity members in London's :
theatve distriet will be asked for dona- |
tions to pay ontsianding hills ang pro-
vide salaries for the eancelled part of
the tour. : ’

An Equity spokesmnan said yester-
day: “The actors have heen abandoned !
in Lomdon and are very upset. They |
lnoked upon the tour as a fund-ralsing

T ' ran out of money and had not paid any trip fo build their own fheatrs hack in
i hotel biils or salaries for three weeks. Durban.”"—({Sapa-Renter.)

—— — e ————
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510 BORROY ]

IN an attempt fe koep rates pegged
the Ladysmith Town Council to
transfer money from the capltal ac-
count to the borough fund account;

The chairman of the finance com-
mittee, Couneillor Lister Clarence, said
the council could ill afford the transfer,
but the money would be transferred
. back to eapital when ﬂ‘. economy im-
proved.

.

FROM CAPITAL

a‘~r tariffs are to ircrease 4dc =2
kxlolltre—the first increase since 1974,
Increases had to eome about because
large industries had cut water con-
sumption and R26(0000 had bcen
spent on the Spicenkap water scheme,
Councillor Clarence sald.

Councillor Clarence said capital estl- Q
mates had been ecui by more than
R1 000 099.
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| “-Rates 10 goélﬁ%;

Merecury

Reporter

PIETERMARITZBURG—As a thrée-day session began
" yesterday to thrash out the capital’s eperating
estimates for 1977/78, it became apparent that rate
payers, will have to dig deeper in their pockets, 346

The City Treasurer, Mr. Peter Cox, has indicated
- that there will-definitely he an increase In rates hut
1 no estimate can be given at this stage, '

-Xt is envisaged that

the council will take all

" possible - action” to prevent gz large increase, but
additionsl raii and fuel costs, and the cost of borrowed
money have made an incresse inevitable.

Last year the 4,80 percent rates increase was the

lowest in the city's history.
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"PRETORIA — The 15 per

cent import surcharge is
to be extended to cover
other imported goods.

The Minister of
Finance, Sen Horwood,
said yesterday the base
for the surcharge should
be as wide as possible to

.obtain. the maximum
revenue with as low a rate
of surcharge as possible.

He said South Africa
was committed tg the

S ufchézrge- extended

General Agreement an

‘Tariffs and Trade (Gatt)

and: the “surcharge couid
not apply to goods subject
to a Gatt binding.

But "it had not been
possible at.-the time to
make separate provision -
i the customs tariff to all
Gatt-hound goods with the
result all gcoods
<lassifiable under such a
heading were exeluded
from payment of the sur-
charge, — DDR

-




Capltal has
o3h /7 1
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mlmma
rates rlse

Mercury Reporter
PETER’\IABI'I‘ZBURG—The cast of an extra cinems

. ticket each month is the effeet the

7581 percent

rates increase announced here vesterday will have on

the average household.

Emerging from a
marathen threeday ses-
;iion of the city council

where . the ‘city’s draft.

cotimates | were con-
sidered, the chairmen of
the finance ‘commitice,
Miss Pamela Reid, said:
“] take my hat off to my
colleagues. To keep the
inerease to .less tha:ﬂ 8
" percent in this economic
climats was a siout
effort.”

The - increasc comes
into * offect on Monday
and follows hours of
pruning an original defi-
cit of R2826765 fo
R500 000.

The coumell had becn |

left no alfernative but to

increase rates to meet.

the shortfall, said- Miss

Reid.

But the council has
ahmounced the rates
increase in the hope that
the Nationa! Housing
Commission will not ask
it to repay a RS345000
loan for the Westgate

housing scheme  this
year. )
if this request is

‘turned down, the deficit

will leap to R845 000 and
the eity council wili be
forecd to review iis deci-
sion.

The rates inereasc is
aldo based on an antici-
pated saving of R1G0C00
by heads of depxrtments
during the year.
~ The new rate rapdage
will .be 3,3¢c in the ramt
on land and 1,05¢ in the
rand on . buildings. The
water rafe of 0,1¢c in the
rand roemazins unchanged,
as it has for the past few
years.,

Miss Reid said the
couneil had also decided
to increase certain
grants in aid. The Pletet-
maritzburg Philharmonic
Society has had its grant
increased by R3000 to
R41 000 a year ard the
publicity association’s
grant has heen inereased
by R1500 to R20000 a;?

yeal. i

—
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Flats sold for®
RIi30 OO0

FASTLONDON — A biock
of 28 filats 1n Amalinda,
built four years ago, was
auctioned vesterday for
R130 200 to a company
which includes the Stan-
dard Bank.

Saxilby Court in Lid-
diard Street has a
municipal vaiuation of
RR&§ 370 and the annual
rates are Ri 19,

‘ A spokesman for the
auctioneers, Mr Harcy
Perks, said the vrice paid
i was satisfactory in the
present economic
climate.— DDR,
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US options trade

Saun.

Jrme s

- 7

raises fears of

manipulation

&

WHAT THE go-go
muival funds of the
1960s were to Wall
Street, the booming op-
tions trade is to the
- 1970s. In faci, the ac-
tion has become so hot
that the governmeni’s
regulatory agencies
have "become worried
and are threatening to
siep in and hait the op-
tions vehicle in its
tracks,

While the ban has been put
in place yet, the tyo major
securities regulatory agen-
‘cles here have served netice
-they are worried about
manipulation and fraud in
the options market,

Both the Securities and
Exchange Commission
(SEC), which governs
equities, and the Com-
modities Futures Trading
Commission (CFTS) have
asked the exchanges not to
list any new options for an
indefinite period.

Just missing the clamp-
down are platinum options

By Jim Srodes: Washington

which the CFTC approved
late last week to take effect
on August 1. Platinum
fulures contracts, to be
traded on the international
monetary market in
Chicago, would call for the
delivery of 100 troy ounces of
99,9 per cent pure platinum.
A New York exchange
already offers confracts on
50 ountce platinum.
‘The CFTC complaint
about .the options frade is
that commission studies
show that in order to police
the market adequately, the
commission would have fo
devote 75 per cent of its
budget and staff to the
operation. Since the com-
mission muost alse regulate
the regular futures market,
such a prospects is
prohibitive, - ‘
The SEC’s cormplaint is
more tentative ubt non-
etheless serious. The SEC
has ordered the five ex-
changes which offer options
In common stocks to con-

tinue business hut not to add
any more coniracts on new
shares. During the freeze,
the SEC will investigate al-
legations that options trades
have beem so manipulated
that they have affected the
performance of the Dow
Jones Industrial Average.

The complaint is not as far
out as it sounds.

Fully 23 of the 30 industrial
shares that make up the Dow
industrial index have at least
half a dozen options con-
tracts irading on each one of
thern on any one of the five
exchanges. Since most op-
tions mature at about the
same time, it is possible that
a rush on options of a given
stock on all exchanges could
have sorne impact on the un-
derlying stock. .

The probe will take some
time — at Ieast into
September. In the mean-
time, the hot options trade
has cooled down con-
siderably.




Shipping

| 2t Tiane 9
;compaﬁgj;}}fﬂs

fpmﬁ‘t cut

By L. DANIEBL
ZIM ISRAEL WNavigation

company. the nationa! car- |
rier. reports an after-tax |

profit for 1976 of 83-million
iR2.6-milliony on a turn-
over of $404-million (R351-
miltion}.

Although the profit is
down by $4,75-million
(R4, 1-million: from the
1975 figure, Zim general
manager Yahuda Rotem
still considers it a ‘“‘com-
siderable achievement in
view of the world-wide
shipping slump and the los-
ses the company incurred
as a result of the Israeli
seamen’'s sirikes.

Recession

The recession in shipping
continues and Zim has
already lost $4-million
(R3,4-million) due to strike
action this vear, but AMr
Rotern expects the com-
pany 1o remain in the biack
in 1977.

Turnover in 1976 was 4.4
per cent down on 1975 due
partly to the introduction
of the US law providing
that half of all American
aid deliveries must be ship-
ped in US vessels,

a’
|
|



Ergoswa

THE Ergo issue has created
an excitement the financial
community has not known
for five years and has at-
tracted some Ri8}-m in a
really tough economic
climate,

Barclays Bank, bankers to
the Ergo issute, were work-
ing under intense pressure
as the week drew to a close
and it became clear that the
issue was heavily over-
subscribed.

There were 3,7-m shares
~ {o be issued at 350c a share
| and late on Friday it ap-

SMS

mpe

By PEN‘ELOPE GRACIE

peared that the the over-
subscription was somewhere
near 14 fimes over issue.
The issue proved a cinch
with both ifutions
and the public and as one
banker remarked: “Every
pension fund, insurer and ac-
count holder has been
serambling to get shares,”
At four o’clock on Friday

* afternoon the bank had

counted R150-m and: the
counters -were standing

knee-deep in applications.
Chief executive Bob
Aldworth said: “The che-
ques are still piling up and
we’ll work round the clock to
clear the issue.”

The acid test of the issue
will be seen when the shares
are listed and the experis
are talking of a 100c fo 1506c
premium. There have been
indieations that L.ondon is in-
terested in taking stock off

local holdérs but initially

ed by

-ﬂx(“ ’?’7

only up to a price of 450¢.

The other question of in-
terest to applicants is the
method of allocation Anglo
American will setfle on. It is
well-known that Anglo was
keen to weight the issue in
favour of the small man but
had to consider the fact that
the small man is not
traditiopally a long-term
holder of shares.

it is therefore likely that
Anglo will opt for am
arithmetic allocation so that
everyone will get something,
but it is improbable that the

Investors

small man will be preferred.

There is an interesting
side issue of the flood of
money that fourd its way to
Barclays that could have
created problems. It seems
that when Anglo settled on
July 2% as the closing date
for the issue, it did not t{ake
into account the fact that the
issue, if any success, would
increase the bank’s short-
term liabilities over the
month end — an unhappy
state for the issue’s banker.

It is understood that

"1 Barelays requested, and

received, a sp dispensa-
tion from the Reserve Bank
for the issue funds, so as o
avold a distortion of its li-
quid asset ratio at the
month-end. -

Stockbrokers have been
looking hungrily at the

money flowing the way of-

Barclays. and many have

pandered whether any of the .
stagging profits or returned
application money, will find -
its way into fhe ailing ex-

change

The consensus is that Ergo
has definitely focussed at-
tention on the stock ex-
change in a positive light and
that Ergo may well give the
markef a much-needed
boost, but most of.the funds
are expected to flow. right
back inf

gsector.



'David. Hulett fined for ..
. —.— | buying foreign CUrrencyyin

Staff Reporier

DAVID Barry Longlord
Hulett, a scion of the sugar
barons, was yesterday fin-
ed R10 000 or two years by
a iJoharnneshurg regional
magistrate, Mr A ‘W Brink,
for contravening the Ex-
" ¢hange Control Regula-

. tions.

Hulett, 42, pleaded guilty
to 2 charge of having
bought R28 000 in British
sterling from Mr Grabam
Ingram on March & when
neither was an authorised
* foreign exchange dealer.
Pleading in mitigation of

senténce, Mr L F Weyers,
for Hulett, told the court
Hulett had intended emi-
grating to Guernsey.
Guernsey was a free port
and he planned to import
anthurium blooms and dia-
monds from South Afriea.
Botk undertakings would
henefit South Africa, h
said. :
But before an immigrant
could establish himself in
Guernsey, he had to buy &

house at a “mindboggling”

price.
He said Hulett was the
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son of the sugar harens
and was wesalthy, but he
did not have ready rcash.

This was not “funk mo-
ney® ner “the yellow
route,” he said. Hulett was
not a man grabbing his
last sixpence o mdke a
run for it. He could take
anly R30000 out. ¥or-a
further R30000 be would
have to wait five years, M
Weyers. said. :

Passing sentence, Mr
Brink said foreign ex-
change was the life blood
of the country.
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Politics hit

Th-e Argus Boland Bureau
STELLENBOSCH. —

' The - ~South" -Afriean

. Industries

ern Cape business world,
ineluding Dr Anion
‘Rupert, Senator W. C.

Dempsey and Mr W. Pre- -

ARGus 2 [/

§ e¢onomy

change at the right pace
— npot 50 speedily that
the aims of the Govern-
ment policy were negated,
or so slowly that distup-

should pot he underrated,
he said.

Locking into the shorts
term and long-term eco-
nomic future, Dr Rey-

economy can no longer - torius, chief director of %ion and chaos would fol- ..o said the country

4 wnlib i~ - - Santam. ow. was on the eve of new
absorb political decl s The political uneer~ eyperiences on the socio-
sions, Dr H. J. J. Reyn- Pelitical factors weTe taipty in South Africa had

ders, executive director
of the South African
Federated Chamber of
said 1Iast

- night.

He was speaking at the

" opening of the University

| of. Stelienbosch’s

Com-

impeding the economie
achievements of the coun-
try more than ever, Dr
Reyuaders said.

Economic stability ‘was
only possible in times of
political  stability, and
South Africa’s dilemma
was ‘to achieve orderly

wn Lost Goals For Goals Against W

resulted in a decrease_of
foreign capital flowing
inte the counfry and fur-
ther mistrust would not
only affect the inflow, but
could even result in the
withdrawal of capital.

The influence of polit-
ical factors on the availab-
ility of {oreign currency

economic political front.

This would have a
favourable influence on
the internal economic de-
velopment and growih as
well as the inflow of
foreign capital.

INFLATION

He predicied that the
inflation rate for 1977
should not be higher than

AT—

the 11 percent of ~1976,
- .Am?;;e weg.ig.ﬁn - iyas att“ehan and oifez;‘ _fhe-Ion;ger hte;ln&
Men | :‘The meeting.was afterr.|) 25 26 a single figure Tate shot
Ladil ded. by students, legturers o 1 i 4 be achieved.

and ‘tembers of the' West<

e AN >

|

'from the Notice Board:

Please note the following dates in your diary:

GDGC Seven-a-Side Tournament - 7th August
Club AGM - please be sure you 're there -
Ohlssons Tournament - 21st August

Hockey AGM - 18th September

¥ would, however, Te-
main high, as any -society
would -‘with high social,
physical and defence
infra-structure’ cosis along
with pressure for greater
equality-of opportunity of
the wvarious race groups,
and npt necessarily with

. greater productivify.’

At the time of going to press, final details of
tour are nof yet available, We had originally
to George for a tournament, but then changed to
Oran jemund. Confirmation of our invitation to the Oranjemund
tournament is awaited. If this comes off we will travel by
coach with VOB/VOG to Oranjemund together with our ladies - our
party consisting of 24 persons. The teams will be selected in
due course and members advised. Estimated cost is RA4O per
player not including pocket money.

our September
planned to go
a trip to

Seven-a-Side Tournament Arrangements:

Qur annual show-piece is once again made possible with the
generous assistance of Ohlssons Breweries and will take Place
on Sunday 7th August commencing at 10.00 a.m.

Teams: Pool A: Sea Point, Clympics, Pinelands, GDGC,
Chissons and Congtantia
Pool B:

Paarl, VOB, Fish Hoek, Mutual, WPHC and
Bergvliet.

Umpires: are once again being organised by the Umpires!
Union with "Husky" Huskisson in charge.

Lunch is your own affair, but the usual fires will be

provided. Snacks, in the form of pies, sausage

beanuts and chips will of course be on sale too
lame and lazy.

rolls,
for the

Refreshments will be available in the usual (d)effective

form,

- . _ . . ) P -
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Ergo 18
times :Sf‘f;? A

isubseribed

JOHANNESBURG —
Applications for

69 325 400 Ergo shares”

have been recejved and
Subseription monies
amounted L, to
R242 633 900, the diree-
ors- of - the COmpany - an-
‘nounced yesterday. > -

TTT T \The offer was for 16

v ma

R

-eew

LI S

million shares at R3,50 3
share, of which 12 250 60D
shares had been firm sub-
scriptions as stated in the
prospectus. The balance
of; 3 750 000 shares were
available for public sub-
seription,

‘Many difficulties hag to
be faced in deciding the
-basis of allocation: of the
3.750 600- shares, ag the
offer was 18 times sub.
- seribed. -

e+« 'Thebasiso allocation is

set.out helow: s
. i*Applications for 108
shares — one in 10-wilj
receive 100; . - .3
»..;.%.;,App}icati(ms. for 200
shares — two in 10 will
reeeive 100; ° .y
Applications_ for3a0
shares — three in 10 will
receive 100;
., Applications for 400
shares — four in -1 will
Teceive 100;
 Applications for 500
shares — five in 10 will
- regeive 109; -
: hAppIication;’ for. 600

s ares — sjx in 10 will
 receive 100; _

. Applicatians, for 70p
: shares seven in 1¢ will
| receive 100;
. Applications for 800

. Teceive 100; - .

' Applications for 90g

shares — nine.in 19 will

‘receive 1G0; )
Applications for ,1 oo

shares wil] each recejye-

shares — eight in 10 will”

10?‘ - SAPA.‘ e

@)
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Aty ®8 41y
‘Nedbank 'eXecuEzé sees...

ood export
year aheade

JOBANNESBURG—South Africa could expect

a very good

exporting year. “I expect that the

carrent deficit of R1600-million in 1976 will be
turned into a surplus of R500 000,” Mr. G. S.
Muller, chief cxecutive of Nedbark, said here

yesterday.

He estimated that the
country would export
goods to the wvalue of
R1400 million more than
“in 1976. Imports would
also be lower than in the
previous year, especially
in the way of capital
goods. .

7 Addressing the Johan-
nesburgse Sakckamer, he
said: n

“PDue to the weak con-

dition of internal trade,,

crdinary imports will
alen k2 lower. In this
Tespect. there can be a

saving of between R1000.

million and R1500 mil
lion. But imports for de-
fence and oil will cost
more,” he said.

Referring to the coun-
try’s foreign debts, he
said that short and med-
jum-term debts (zhout
R5 00 million) could be
paid from six months’
export earnings.

“Many other countries
have debts equal to
from one to s2ven years'
export earnings.”

Te borrow money
abroad would not be easy.
The 10 biggest American
banks held 50 percent of
their loans overseas and

_could. mot. extend this
" margin.

Compared to South
Africa, they have had
high percentages of bad
debts.” — (Sapa.)
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161 sunp| Tongaaf IS-‘SUie-f

A

interests - i sug-ﬂl‘y
building materials,
textiles, food and
animal feeds, has

raised ‘R8,5miillion by ..

an wunsecured deben-
ture issue. The money
will e used to reduce
short-term borrowings
of the' "ETOUD and meet
its financial Tequire:

ments - and. expansion

in the future.
A spokesman:::for

Bank,  which Thandled
the Issue; said in Dar-

kan yesterday. that the
initial offer was BV
~million
giving a return of
: 13,65, percent and an

. deberitures,

tions

‘were”
which’ ‘totalled Bll.ir. ,
millmn-._.- o :

‘,Appﬁt‘n‘tl()ll“, ‘lighﬂl? to'
- R50 600 will betmet, in
~ full . with' ‘Teductions
above this amount.
Shis- is the third |

debenture msue of the
kind “:in
year., *

Sentrachem raised
R20-million in April,
also with the  assist-
ance of Senbank, and
Edeon raised B4
million in May. The
Fongaat Issue con-
firms the expected
dec]ine in rates.

At the end of 1976

detentures were yield- -

ing about 14 percent.
The Sentrachemn: issue
gave 13,34 pereent and

. the Edcon issue 13,90

‘nercent.
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Churchman on currency charge

Staff Reporter

THE acting treasurer of
the Evangelical Lutheran

Church, Mr Theodore Hon-
drom, appeared in the Jo-
hanneshurg Regional Court
yesterday charged under
the Exchange Control Re-
gulations.

. The State alleges that a
Mr B Obman, who banked

at the Standard Bank in
Sunnyside, Pretoria, in-
structed Mr Hondrom to
make payments from Mr
Ohman’s account with
blank cheques Mr Ohman
signed.

It was said Mr Hondrim

made two such payments,
both to the management
board of the FEvangelical

Lutheran Church.

The first was for RS 000
and the other, for RS9 (000,

According to the charge
sheet it was a condition of
the payments that an equi-
valent zmount of money
wonld be paid in Sweden
by an unknown person to
Mr Ohman.

Mr Hondrom pleaded

q_j)\%x\’l

not guilty before Mr J P00

Gildenhuys to the charge -
of having drawn bills of
exchange without the per-
mission of the Treasury.

Mr Hondrom had been

acting as the church’s ge-
neral treasurer from March
1976, the court was fold.

The hearing was post
poned to Septemher 14,
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Corperation ditches -

PRETORIA — The name
of the Banty investment
Corporation has been
changed by an ameng-
ment 1o an Act of Patha-
ment e the Corporation
for Economic BPevelop-
ment (CED),

A statement said that in
tis new role, the CED
could best e describeq as
“a South African develon-

" ment bank previding ex-

Competition for Labour? ........

pertise and finance to s
clients, 1 commeree and
industry, and to the
Nationaf Bevetopmﬁnt

i Corporation.” —

~ge
its Bantu tag b%?gf,?;
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~ Ergo

shave allocations

Dejection for

many investor
Mercury Correspondent 77/ 5/ 7

JOHANNESBURG — Now that the basis for Ergo allocations

S

is known, it remains a case not of who had been lucky enough

to get an alloeation of sha

on the stock market on August 10.

- been shaken out,

The public offer of
3750 000 shares atiracted
an  enormous response
and with R242-millica

- subscribed for the R13

million worth of shares,
the offer was oversub-
scribed 18 times.

There will be many
disappointed investors
who will reeeive their

refund cheques back in-

the middle of next week
and whether they will
attempt to buy in on the
market is a point which
few experis are prepared
to forecast. - .

However, a random
selection of brokers and
investment advisers
believe that there will he
good stagging profits to
be made in the first few
days of the share's list-
ing, alihough their
appraisal of the fun-
damental investment
merits of the share
differ. )

A stockbroker, noted
for his knowledge of the
gold - share market, can-
siders Ergo an atfractive
investment in current
conditions and believes
that onee the stags have
the
share could settle down
at around 440e. Ai this
level he considers it
fully priced. . R

res, but at what

price they wilt open

Looking further zhead,
however, he points out
that the company will
run out of its tax conces-
sions and expects the
tompany to be paying a
fairly high level of tax in
five {0 six years,

To compensate for
this, Brgo will have to
expand, either throngh
raising the tonmage of
material milled  per
month, or by improving
recovery ratios, He feels,
however, .that there is
ample scope for improv-
ing recoveries of ura:
nium, which at present
are low.

A portfolic manager
specialising in mining
shares, sees 450c as a
reasonable price when all
considerations are taken
into account. But at this
level it compares with
counters like Vaal Reefs,
Buffels and Harties at
their current prices ang
will be subject to the
same cost and price
factors.,

He also foresees the
possibility of teething
troubles at the plant as
the pilot operation | is
called up to planned pro-
duetion eapacity.

High future

Also looking ahead, he
expects tax to start in
about six to seven years
at a high fixture of be-
tween 67 percent and 68
pereent, which wil]
“make it very difficult to
maintain dividends.”

However, initial pur-
chases will probably be
made by those who will
take a shorterterm
view and will thus act as
a prop to the -price. His
estimate for an opening
price is between 42%¢ angd
450c with a good over-
seas demand at around
these levels.,

The author of an
investment letter holds

rather less encouraging -

view angd believes that at

350c the share is fully

priced, .

The statement-is based
on the assumption that
Ergo will pay an average
dividend of 35c¢ over the
next 10 years and if this
is discounted te present
values, using a return of
12,5 percent, the present
value is exactly 349.8¢ a
share.




1 By dasrsw rmasgn
- Beputy Finance Editor
A COMMISSION of inquiry
 into “South Africa’s .mone-
B2y W i and peHey is

‘-Abnouncing the appoint-
ment  of the commission -
last ‘night, the Minister of

Finanee, Senator Owen

~Horweod, saiq changes in
the international monetary

Systemt. in gold and ex
change rates hag -ereafed-
problems in the ‘Wp_rking;_
of South Africa’s monetary-
systein. ’ o

Thep roblems had contri- -
buted to some extent. to
ihe abnormal combination
of inflation, Tecession: and
balance. of payments. im-
‘balapnces in recent years.

% Senator Horwood-said
*tiie - applieation of iy
tary poliey in changed; an
still rapidly changing eir-
cumstaneces, should-he in-
vestigated, - TR

. __The secondmen ol Drr
i De Kock to the finistry
' of Finance as a:specialiecg- |
, homie adviser wa§ialso an-. |,
-Dounced by Senator Hor- |

wood, Ear

. "The "commission, which
is expected to cinclude a
significant representation

of - -hankers and ~husiness-

men, was Welco.‘m_ed.:_b};

Johantieshirrg financiers,”

And the selection of Dr De

Kock - was especially ap.
L plauded, -




ety
roved__
. profits®.

i JOHANNESHURG — The

to year. The
year, through 2| lmp
a bad year. T
that nobody pro

65% produced up(
maximmm number
or less during
maxXimim rnumber
more than than

em  Africa- improveg.
its group profits atter

tax and after transfer

to its contingencies re.

serve to R347 046 in the

first half of this year,
according to: the -un-

audited ~results  pyb-

lished here yesterday.

In the corresponding
pericd last year the
hank ‘made profits of
R323327 (RT80 445 for
the full year) resulting

In earnings 'per share
- of G44e (12,80 for full
year). During the first
- Six months ended June

" 30 earnings per share

- Mcreased to 584k 0
2.6 Factors I| An. unchanged in
gméidend of 2,50c has

3]

amounted to 6,30¢ per
According te the interim
report the high cost of
borrowing experiencaed
- by the banking sector
during 1876 continued
“into 1977. But lately,
there had been an eas.
1Bg in "short and me-
dxum-tenni rates, which |
restlted in lower eosts
of resources.—(Sapa.).. |

What these fiqu
agricultural m
measure could 1

In spite of fIr
of yield in a

a normal year v
than or equal -
harvest of 8 b
caution because

miles or so aws

French bank of Sonth. ‘

ted ranged from 3 to 50 bags in a good
al year right down to 0 to 10 bags in
fruations are also highlighted by the fact
'S in a good year whereas no less than

'gs in a bad year. Furthermore, the

- is 10 while only 63% produced 10 bags

Ly 53% did so during a good year. The
nal year was 18 while 37% could produce

reme caution is needed when talking about
anskei and Ciskel. A single year's

interim {9

. fram year to year we obtained a measure
18 interviewees. The average yield for
;en35 and 60% of the sample obtained less
pty-nine ver cent of the sample reaped a

figures have to be treated with extreme

'quesstimates” on the part of workers 600
Vle also have no indication whether this

did or did not include the green cobs that are picked and eaten before the

harvesting camences. 36

We tried to determine which factors influenced vield and applied a backward

stepwise regre‘ssion including, as
we thought would be influential.

independent variables, those factors which
The results are summarised by the following

three equations and explained in the paragraph below:

YIELD = 118,3 - 7,06 MORGE -

Sign.level (0,00)(G,00)
R% = 11,08

Variables excluded {in order of

33,92 PROPIAND - 19,7 HWFA (5)

(0,00) (0,07)

exclusion) HWC, HSA, CATTLE, HUA,

HSC, LONGDID, ENA, HNC, REMIT, HUC, HWMA.

34. In the case where an interviewee did not
give his harvest in a qgood and a bad year

as the average between a good
35. 200 1ib. bags.

36. See M. Linton (1976), pp. 4-
this measure,

5

specify his normal harvest, but did
; we calculated a "normal" harvest

and bad harvest.

for the importance of including or excluding
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o ST Finance Reporter
AFTER three years of legal wrangling, the Tongaat
Group” hag settled for Rg 100 000 compensation for
land expropriated from the company for the new La

91

abeg

Mercy Airport en the Norﬁ: Coast,

TRt rr e e The original claim sub-
mitfed by the company

mrceasseenesd Was for R25 milliog -for

et : the loss of lang and’ ntili-
* sation of surrounding
treccrerscecssccn. Jand as 3 result of the
airport works,, & .,

“Hinkin.
-““""""""'son, the managing
director, said their claim

had been reduceg ic RO

million: after the Govern-

ment had agreeq to relo-

cate the roads and ser-

SINHIY Government expense,
The company -lost an
earlier  olaim  for

R7 000000 in the Durban -

“Supreme Court earlier
this year and was due to
g0 "to court again mext
month to contest its new
claim, when the offer of
eompromise was  rea-
ched, - :
~The originaj eompensa-
ton offered by the
Department of Agricul
tire was 5200 000 but
his. Was increased to
6 400000 in an ‘out-of-

court Settlement, e

.‘ 6,4 million [HOT3TID

AR IR
AHUIIND [

S IO YdoIs)
N 30 yoIn

B 30 a0l

ICTICNEOIIUT

viees , in the area at .

(1)
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SA seeks a

fOMm U\$

@D

way to replace
Bretton Woods

SOUTH Africa will study the
feasibility of establishing a
foreign exchange market in
which the rand would be allowed
to float freely and no longer be
linked to the dollar, say banking
80UrCes.

Their eummants follow the
announcement by the Minister
of Finance, Senatof Horwood, of
the appointment of a commis-
sion of inquiry into South
Africa’s monetary system and
motetary policy.

The sources say South Africa
has‘a sophisticated banking and
financial system for its stage of
economic development.

But with the formal cessation
of the Bretton Woods system
later this year, the stage has
been reached where Sonth
Africa’s monetary system and
policy must be re-evaluated.

With the pew Intermational

:f Monetary Fund articles coming
-} into operation and a system of

legaliy floating -¢urrencies al-
lowed, the position of the rand
and its inter-relationship with

other currencies needs to he

studied.

The commission is seen as an
attempt by both the public and
private sectors to overhaul the
monefary system and rid it of
the ad hoe-approach adopied in
the past.

The commiission headed by
the Reserve Bapk’'s senior
deputy governor, Dr Gerhard de
Kock, is ezpected fo take at
least two years to complete its

task, but this does not rule out

the. possibility of inferim
reports.
The comimission’s 'terms of

| reference and members are yet

to be announced, but sources say

| the private banking sector is ex-
| pected to be fully represented

and to play a major role in the
study.

&

The commission will also
study open market operations in
the money market where there
is, among others, a need to
create a hetier secondary
market in Treasury bills. -

It will study ways of getting
the relative interest rates back
into proper alignment, and the
function of bankers' acecep-
tances and negotiable cer-
tificates of deposits.

Immediate reaction from
commercial bankers is
favourable, although many
believe that the establishment
of an open foreign exzchange
market in Johanneshurg would
be premature under present cir-
cumstances.

While it is accepted that with
the rand fixed to the dollar in a
generally floating international
system, any change to this rate
tends to be more of a political
decision than a monetary one, it
will be difficuit fo devise a
system that would allow the
rand to reflect market pres-

. sures. — Heuter,

- ek



mgust 7, 1977 ¥

oINle.
INVESTMENT up, exports up.
growth up, inflation down —
that was the tonic that put the

_smile back on the face of South
African business this week.

*After a long, hard business winter

— the worst since World War Two —
there are real signs that the worst is

over. - -
Rands poured into An-
glo American, at a rate
niol seen sifnce the sixties
boom, as investors scram-
bled for a share in ifs
new goldfrom-mine-dumps
recovery project, Ergo.
Business forecasts frem
some top business men and
economists are heartening.
On Wednesday, Mr Getry
Muller, chairman of the
SA-UK Trade Association
and Nedbank group over-
lord, forecast a good year

By NIGEL BRUCE

with exports exceeding im-
ports by R300-million.

Last year exports fell
R1800-miilion below im-
ports.

He estimated that ex-
ports this year would be
worth R1 400-million more
than last year.

Despite heavy borrow-
ings from abroad—R5 600-
miilion in short and me-

dium-term loans — exports
earnings over six months
could wipe them out.

Hot on Mr Mullers heels
on Thursday came ehul-
lient economist Mr Ray-
mond Parsons, chief ex-
ecutive of the Asspciation
of Chambers of Commeree,
farecasting a 2 to 2,5%
rise in the economy's
growth rate next year af-
ter almost no growth this
year.

He estimafed that infla-
tion runnipg at 10 {o 11%
this wyear would decline
next year to between 9 and

Suey Tws, 2{e]3

usiness i
set for take-off

10%..

But he believed the eco-
nomy was capable of an
even better performance
and criticised the “pega-
{ive mood among many
business men and con-
sumers.”

Mr Parsons, in turn, was
followed on Friday by Ned-
bank’s official forecast:
“The period of waiting, the
economic indicators sug-
gest, is almost gver.

“Within a few months,
unless something quite
unexpected occurs, the low-
er furning points of the

business cyecle down-swing
will have been passed and
tile economy generaily will
be on the way up again”

Even dour Dr Jan Hurt-
er, the chairman of Volks-
kas, after sombre warnings
that austerity must be en-
dured and the Govern-
ment blamed less, said in
his anpnual address to the
bank’s stockholders: “Eco-
nomic factors are never-
theless becoming more
faveurable for a moderate
upswing during 1978."

Alsg during the week
came the more encourag-

S A

cent in the |
RT7E5 200 000
an official

However,

from Bar

;gf‘p which alg

5 wWe

stiil- strg
spite

more work for.

ast month to
on July 31,

L ¢ oun
said thig we:f:.q Imcement

the
monthly economic rr:%gg
arclays and Stand-
s wege came out
reminder that recegsiggzg
forces in the economy are
oi:hgr ai::d e e
" en i
signs, it will be sgonlilgatgi}zﬂg i
vet before we have mpre
rands in our pockets and
the jobles

ﬁﬂm’mﬂ‘%wvu e

18

ing news that South Afri-
can preducts are selling
overseas, that South Afri-
ca's shortage of ready
foreign cash is declining
and that there are some
signs of domestic business
gingering up.

Citrus
The Citrus Exchange
said it expected foreign

earnings from ecitrus ex- .
ports to rise by five per
cent this year tp RIZD-
miihon.

The Steel and Engineer-
ing Industries Federation

* said orders from the metal

aml engineering industries
increased slightly in June
— at last a break in a 15-
month continuous decline.

‘The head of the Trans-
vaal Coal Qwners' Assoeia-
tion, Mr Alan Tew, an-
nounced that South Africa
was op the verge of sign-
inge a large steam-coal
order with the Japanese
Government - controlled
Eleciric Power Develop-
ment Corporation. )

“We expect to supply
between 300002 tons to
500000 tons a year in
1881.” he said.

Reserves up
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Making easy money
\with other people’s

EAST LONDON — How to
make easy money without
risking your own! That is
what Anglo-American Cor-
| poration has done with its
Ergo share issue. :

Hundreds of thousands

4§ of South Africans between

them contributed R242
638 900 in the hope of be-
ing allocated Ergo shares
before they are listed on
g the Johannesburg Stock

% Exchange. With only 3730

[: 000 shares (at R3.50 each)
¥ the issue was over-
q subscribed 18 times, so
H few of the hopefuls will be
el lucky.
H  But all that cash had to
H be in, together with the
fl applications, not later
1 than Friday 28 July. Those
H who were unsuccessful
2 will have their monies
E returned today.
H This means that for at
i least eight days Anglo-
H American will have R242
B 638 900 invested on call at
2 seven per cent ... all other
# people's money!
¥ This investment will
¥ earn for them some R46
B 533,48 a day
R372 267,90 for the eight
§ days.
H But it goes deeper than
g that. Applications cpened
H on Monday 11 July, and it

B is a fair bet that by Friday

g 153 July at least ten per
| cent of the R242 638 900
§ had been received — and
§ immediately put on call at
§ seven per cent.

#  This means that at least
¥ a further R4 633 a DAY
i was earned for an ad-
g ditional 14 days ... a total
B of R656 142 ... PLUS ad-

W ditional investment in-

# come from further monies
# received on following days
g up to 28 July.
g It is a

fair bet,

therefore, that Anglo-
American has earned
semething approaching
R300 000 from would-be in-
vestors anxious to obtain
Ergo shares. And it is all

TAX FREE. ‘
This is because of an

Appellate division judg-

ment last year in favour of
Guardian Assurance, who
did a similar thing. When
the Secretary for Inland
Revenue decided their

“profit” was taxable,
Guardian went to court on
appeal, on the grounds
that the money was to
cover the flotation ex-
penses.

In that instance, in-
terest earned by Guardian
totalled R616 0600, and
total expenses incurred
came to R227 000. That
issue was oversubscribed
30 times!

Because of the many dis-
appointments that are
bound to arise over Ergo’s
“lottery” allpeation, I feel
it would be a thoughtful
gesture if Anglo-American
{Ergo), when they return
the cheques to the un-
lucky ones, added on at
least a portion of the in-
terest earned.

After all, they will still
have the interest earned
on R13 125 000 {for the
3,75 million shares
allocated), which will be
at least R20 137, so if they
returned only 50 per eent
of what the remainder
earned they would not be
out of pocket.

or ,
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R300m
and taxp
may foot b

1‘1 By GORDON KLING
"THE TAXPAYER and South
African industry ar likely to
foot the pill for mounting
Tscor capital needs now that
the government has ended the
R 300 million pattle for iscor’s
45 percent “stake in the
manganese mining giant
Sarmancor.

Top industrialists and the
Shareholders Association of
South Africa resent Friday’s
“po sale” Jecision by the
Minister of Economic Affairs,
Mr 3 C Heuuis, which saw the
share drop substantialy i
price yesterday with its
relisting on the Johannesburg
Stock Exchange.

The champion of private
enterprise and chairman ©
Qanlam, Drf A D Wassenaat,
yesterday said he believed it
was completely wTons for the
government not to sell the
Tscor subsidiaries.

shoutd sell
itself,” he added.

his , views did
specifically to the Samancor

. decision becausc he was not

aware of the factors on which
it was based.

He reiterated the view that
government shoutd keep out
of the legitimate spheres of
private enterprise.

Reliable Johannesburg

mining, Jiouse SONIEES said it

b B lude!
ould now be necessary Yor

the government to meet P

Iscor's need for capital Y
providing for this in the next
budget, by increasing the price
of steel, or by 2 combination
of both. The taxpayer and
industries using steel would
suffer.

A spokesman for Iscor
conceded in Pretoria
yesterday that it was comman
wnowledge that the

corporation aceded money. P

He could not cominent 00 the
decision o cancel the sale of
$amancor, which would have
brought more than
million into 1scor coffers,
pecause it had teen made by 2
minister.

- Share sentiment

The c¢hairman of the
Shareholders Association, Mr
R B Clark, said yesterday in
Cape Town that the decision
was disappointing. Minority
could have

by the market, which knocked
oQc off the share price
it began to recover on the ISE
in the afterncom. The shares
were suspended at 780c on
Tuly 12 peading the outcome
of the offers by Anglo
American, General Mining
and Barlows. Anglo is
understood 0 have bid 1 080c

0 Federation,

"

CHPE TIME. S

| battle ends 77
ayer, industry;@,
ill for Iscor

5 share — @ prﬁm{um of about.
4Q percent of the market

rice.

A government statement
said the sale had beed
cancelled pecause of the
strategic nature of Samancor’s
operations, but 2 Progressive-
Reform Party spokesmat,
Harry Schwarz, has rejected,
this on the grounds that the
metals and minerals
concerned Were no MOre
strategic than those mined by
rivate enterprise elsewhere it
the Republic.

The director
and Enginaering

of the Steel
Industries

T
prommond. disagreed. He did
nat want {0 comment, because
he believed the offer was “'a
st:aightforward commercial
deal which fell through,” but
he believed Gamancor was 2
sirategic undertaking.

«fp view of verticalll
integration penefits, it was :
perhaps fogical that Iscor -
should want 10 retain it.” be .
gaid.

specu\ated
grave disappointment at Iscor
over the decision, id 1
was clear that
made the decision.

L Meanwhile, Reuter
reports from Frapkfurt that
bond market sources believe
Jscor will $o0D attempt 10
raise funds in Germany-
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|are they set

*! THE vexing question

about long-term in-
terest rates is not so
mych whether the pre-
sent softening will
soon become a more
significant decline;
that can most likely be
safely assumed.

The reat pub of the issue is
whether the decline will be
temporary or whether it wiil
herald suech a reduction in
the demand for capifal that
in the years immediately
wahead rates will fall progres-
siyely. '

“The reason for the present
decline in the long-term rate
4% a reduction in investment
and a rise in savings; the
very requirements that were
necessary to achieve a sur-
plus on the current account
of the balance of payments.

The same cceurred, ascan
be seen from the graph,
between 1971 and 1973 — as
the gap between investment
and savings declined (in
other words the ecurrent ac-
count deficit contracted),
both the debenture rate and
the public corperation stock

rate dipped.

“Now that the current ac-
count is in strong lus,
there is no reason to believe
that these rates will not res-
pond accordingly once
again.

* Whether these rates con-
tinue to decline will depend
largely on the speed of the
couniry’s econonic growth in
fthe years ahead and on the
speed with which inflation is
' arrested.

So far as fufure capital re-
quirements are concerned,
the Standard Bank’s
economists are among those

who see a moderating trend. -

. Broadly speaking, they base

: their opinion on the belief
. that infrastructure invest-

ment will diminish now the

. investment boom is over and |

e @

o

By NIGEL BRUCE

Government priorities have
changed.

Consequently, they believe
that the ratio of capital
needed to achieve a given
cutput will improve, making
for a lesser demand for
giﬁitai. Angd that this trend

ill be assisted by the better
use of industrial capacity
through import displace-
ment or exports of manufac-
tured goods.

They point out that
typically fixed investment
accelerates from roughly
the middle of an expansion

-phase, continuing to rise

well beyond the stari of a
confraction.

_ Another factor, of course,
is the relatively slow growth
of our large industrial
frading partners.

With a falling demand for
bank loans, rising corporate
liquidity and higher export
earnings, short-terra rates
are also likely to decline
further, which could mean
that, deprived of high short-
term yields, investors could
be tempted into longer term
stock which, in turn, could
reduce long-term rates.

But there is another side
to the coin. Much depends onr
the view the authorities take
on interest rate differentials
between here and the in-
dustrial West. The chances
are that because of our
capital account problem,

.they will keep domestic

rates higher. )
Senator Horwood’s brave
stand against his free-
spending cabinet colleagues
may not be as successful
next year, especially as the
country’s infrastructure,

“while undoubtedly substan-

tially expanded, might not
yet be as adequate as is com-
monly assumed.

Certainly, Escom is going

to have to continue tpo invest

,ong-term interest rates:, .

_ | , Fimas
for a fall? 4

TRAILING CAPITAL NEEDS

v € s
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heavily if national
electricity needs are to be
met in future years. Water
resources are still inade-
$1ate. And we all know what

e telephone service is like.

The dernands of the public
corporations on the local
capital market, moreover,
could be increased as inter-
national opprobrium over
our unstable political
policies mounts,

There is also a great deal

L bottled-up demand for
long-term refinancing in
both the public and private
sectors. Escom, for in-
stance, has a failr amount of
short-term neoies in the
market that will eventually
have to be more securely
financed.

Nor should it be forgotten
that this country is heavily
indehted to foreign creditors
and that the cost of servicing
this debt is rising. The
reserves will, therefore,
most likely not rise marked-
ly over the next year.

So far as the private secior
is concerned, there have
been so few loan issues in re-
cent years that it is a fair bet
that if the price of long-term
capital should dip for long, a
residiial demand could be
unlocked. For while there
may be ample liquidity
aronnd, there are limi

uses to which  this sort of
money can be put.

World demand for many of
the strategic minerals
reiatively recently dis-
covered here remains
buoyan{, but vast cuaﬁital

to

sums are required ock
them. To some extent this
demand can be glimpsed
from the huge industrial
leages that are currently be-
ing written.
ite concern over black
unemployment has already
manifested itself in capital
commitments, albeit small
so far. While the desire to
reduce the gap between
black and white wages could
fgt a floor under the extent
which inflation can be
reduced.

The case put by the Stan-
dard Bank men on future
capital requirements is well
agfued and telling. But, on
balance, in the peculiar cir-
cumstances of this country,
an and in view of changes In
other funding cycles 1 re-
cent years, I would expect
the démand for capital in the
earlier part of the business
cycle to be more brisk in
future.

If that be se, the cost of
longiterm capital could well
be on the way up again
hefore many meonths are
gone.

-4



| Nine face
Currency, -
trial, e ‘“

- -
Staff Reporter
NINE men -allegedly in-
yolved. in a gigantic cur-
rency smuggling racket
will;be tried in the Rand
Supreme . Court on Nov-
emher 14. ’ ’
-The men, r Graham In-
gram, 37, Mr Bruce King,
40, pMr Graham Aldridge,
‘44 Mr William Condon,
' 42, Mr Ceorge Haton, 42, °
" Mr Brian Armstrong, 28,
Wr Neville Horner, 29, Mr
. Jacob Celliers, 27, and Mr
Ronald Rutter, 38, are al-
;leged to have obtained
;US  dollars and British
- gterling using forged pass-
. ports. They face charges
‘of fraud and contraveéning
. #he Currency Conmtrol re-
- gulations.

The _charge ~sheet. 52ys
“jMr Allan Perrel copied
| the pages of a British
-passport In Durkan. Pass-

” ports were then gssembled
“in’  Johannesburg, in - the
I names of fictitious peopie
I'i-and with phetographs of
4 the accused.

ey
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JOHANNESBURG ~ The Standard Bank yesterday cut its best

CPTions lending rate to blue chip customers to 12,5 percent from an effec-
tive 12,8 percent.

i Nc:ne of the other major commercial banks contacted yesterday
morning had cut their rates, but banking circles expect they will
follow suit more or less immediately

= The move has been ap-
proved by the Reserve Bank,

A Standard Bank
spokesman, announcing the
decision, said: “This s a
techmical adiusiment to
. bring the bark’s best lending

=«= rate into lne with the prime
—t
[

i

2
3 ,
4 Ll
5

rate.

“Lp to now, the bank’'s
best lending rate was effec-

L

=

i
tively 12.8 percent, which
was calculated on the basis

of charging 12,5 percent

A full minute of the proceedings will be circulated Prime or the first 40 percent
due course of daily avaiiment and 13
* percent on the remainder.
"By agreement with the
authornties, the prime rate |
can vary between- 2.5 per-
cent and 1% percent above
the bank rate. which is &
present 9 percent.

3 August 1977 (p Adjustment

D "This prime rate.
however. is not necessarily
the best effective rate at
which banks car lend and
the adicsoment by Standard
Bank 15 deugned now
restore prime rate 12,5 per-
cent as its best lending rate
to blue chip customers.”™
Barclays National Bank
announced later it would
match the Standard Bank
more and would discontinue
its present two-tier system of
{ rates charged to prime
borrowers, with effect from
August 24,

“From that date, those
customers who are presently
heing charged prime rates on

an of their horrowing
e s fall a
Poanie wall be
o ordte (123
ot on the tull amount
heir bherrowing.”
SEIL T @ stdiement.

O U
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INTERNATIONAL
less jaundiced view on
South” Africa because
the balance of bay-
ments current amount
monetary and fiscal
policies.

Rhodesian haggling and
strife in Sowsefo are still
African public and private
corporations to borrow

“‘But at least”, said a
banker “‘international ip.
customed {p the changed
South Afriean situation and
Bankers have also becorme
disenchanted with the jn.

black politieal factions in
Rhodesia and are hoping
that time will be on the side
of moderates”.

First signs of this change
in aftitude came from the
performance of South
African issues on the Huro-
bond market. Both doliar
and Deutschemark issues
were at their lows in
September last year after
months of rioting in Soweto,
and a turn for the worse in
Rhodesia.

In the dollar Eurchond
market Ahglo American 7,5
per cenf 1987 was 71,25
points. It is now 82,5 points.
Escom 10 per cent 1980 was
71,25 points, It is now 825
points. Escom 10 per cent
1980 was just under 92 points
while it is currently 102
points. In. the same period
iscor 10 per cent 1980 rose
from 90,25 points to 1005

bankers -are taking a
of the improvement in
and. conservative

But the continual news of
making it difficult for South
significantquantitiesabroad.
stitutions are becoming ac-
are prepared to live with it,
Eaf?igence of some of the

points and Republic of Southk
ica 9,75 per cent 1931 rose
from 92 points te 99 points.

The appreciation of Eurg-
Deutschemark issues was
even more pronounced, hut
{he increases were of course
belped by the rise of the
German currency. - Escom
6,25 per cent 1987 jumped
from 64,25 points last
September to 80 points this
week, Escom seven per cent
1988 from 65,25 to 83 and
Iscor jumped from 86 points
to 93 points in the same
period.

Last September some
Escom Deutschemark is-
sues were priced on a yield
fo redemption of 16 ¥er cent.
These vields have fallen to
the 9,5 per cent area.

South African issues, in

' By Neil Behrmann: London

line with a huoyant bond
market, rose sharply in the
last quarter of 1976 and ap-
preciated further over the
past six months. Also, SA
doliar issues held their gains
an the ﬂlfh.lrm:m;:u.’éi mh::lrkeg
ife the sharp decline o
thegpdoliar during June angd
July. Deutschemark South
African Eurobonds rose
further during the duly
period because of the im-
provement in the mark.
But with the dollar
stronger, prices could react,
The second hopeful signof a
change in attitude came
from the June international

investment conference in

New York, which was spon-
sored by the magazine In-

- stitutional Tnvestor.

At the conference Michael

Jaceard, manager of
Kleinwort, Benson, said that
with confidence and a little
bit of courage an investor
could take advantage of
situations in two of the
cheapest markets in the
world, France and South
Africa. (International in-
vestors are cautious gbout
investing in France because
there is a good chance that
the combined socialist-
commumist alliance will win
next year's elections.)

The general manager of
Germany’s Schroder,
Munchmeyer, Hengst and Co
said that there were good-
quality South African
equities with ridiculously
high yields and low-price
earnings ratios. Under dif-
ferent circumstances, he
said, South African in-
dustrials would probably of-
fer the greatest value in the

warld.

Finally, in its first
publicised Eurobond finane-
ing since January 1976, a
South African borrower —
SA Railways — raised Rig-
million on the German
Market. Bond dealers
described the issue as a sue-
cess because it was original-
ly set at R7 5-million.

Nevertheless, with a
coupon of 8,25 per cent with
a maturity of only three ||
years, it was much more ex-
pensive than any recent hor-
rower has paid in this
market for longer
matirities.

Bond sources alse said
that Iscor was planning a
private placement of DMi5-
20-milion fer five years at
an 8,25 per cent coupon.

The finance is smail at this
stage — but at least it is a
start again.




“R5000 fine for
currency fiddle

;. Staff Reporter
A DOORNFONTEIN, Jo-_

hanneshurg, shopkeeper

-+ and his wife who wanted

. %.athe
““Court for 50 counis of

"« 'They

e

RN

“‘to emigrate to Spain be-

- cause they were seared of
living in South Africa were
yesterday fined R10 000 by

Johannesburg Regional

“fraud. - .
had sent R13 060
to Spain, the court was
- told. . ’
.+~ Casimiro Cardiero, 45,
* and Maria Cardiero, 40, had
.« pleaded guilty to all the

- " charges.

They admitted forging
~letters from the Spanish
.- Department of the Interior.
These said .the couple

' were paying maintenance
~+- to_people living abroad.
) were used 1o

. ‘The letters
obtain foreign exchange
which was then paid into
the Cardiero’s pe‘;sonal ac-

.

count in Spain, the court
heard. .

In mitigation of serf-
tence Cardiero said he ‘had
decided to go to Spain
after being beafen up and
fobbed on several opeea-
sions in Doornfontein.

He and his wife were
terrified of South African
conditions,. he said.

They had brought
3US10 000 into the doun-
try and thought they were
entitled to take it out
again. : ,

In passing sentence the
magistrate, Mr T Kleyn-
hans, said he was taking
into account the fact that
the transactions had taken
place during a period
longer than three years.

e fined them each
R5 000 or. three years and
gave each a further two

- years' Jail suspended for

five years.




Jan Marais

PERHAPS it is not a
coincidence that what
h_gp?ne} ed to Western
Bank'a few years ago
when it was bought by
Barclays Is happening
in large measure now
to Trust Bank, whichis
being bought by

Bankorp, a Sanlam in-
terest. '

i Until recently, these were

the two largest hire
purchase and leasing hanks
in the country, both of which
bad moved with vigour and
imagination to fill a gap in
the market, and in conse-

ggnce brought marketitgﬁ
and innovation to retai
banking here.

Trust under Jan Marais
was much more of a pioneer
than Western under Dudley
Sanger and it was also the
first bank in fmany years to
bust into the exclusive che-
gue _clearing arrangemnent

cminaied by the large com-
mercial b .

Much later, Western fol-
iowed Trust in but neither
were able subseguently to
accumulate significant
amounts of current account
balances, which are par-
ticnlarly atiractive as no in-
terest is paid on them. .

Their biggest assets dur-
ing their -years of rapid
growih were their chief ex-

g

Were

Provislo

ecuiives, whose marketing
agility . and ability to
motivate staff members
kept iheir banks constanily
ahead in fhe market place.
Some bankers argue now
that they were also nltimate-
ly to be their biggest
Liabitities as, when the fime
came for cénsolidation they
did nof enmsure they were
backed by sufficient sonnd
administrators. Nor, when
they ceased to be active day-
ay in their banks’ ac-
tivities, did they bring other
alive minds to the fore.
Indeed, they also made
other mistakes, mostly when
attempting to move into
markets they neither knew
nor understood; Western

Bank into cheque accounmts’

and Trust into property.

What is undeniable,
however, is thai Dr Marais
and Mr Sanger had a
penetrating knowledge ofs
deep understanding and un-
canny feel for the hire
purchase market.

Therefore, to my mind it is
pecuiiar that in both cases
only a few months after
these banks had been
grasped by other institu-
tions, neither of .which had
extensive expertise in hire
purchase, we are told that
provisions for bad debts
were massively inadeguate.

One might be forgiven for
wondering what special
abilities Barclays and

e_.

.

%..,syf‘w;

asfa ¥

ns so

(Busuas ()

Recent times have been turbuleni for South
African banking. This week Jan Marals,
acknowiedged throughout the world for his finan-
cial marketing flair, retired and his creation,
Trust Bank, was merged inio Bankorp. Business
Times Deputy Editor, Nigel Bruce, questions
some of the decisions taken.

Sanlam (or for that matter
Bankorp) have that enable
them to assess bad debts
better than the men who had
heen doing it for years, in Dr
Marais’ case for 22 years.
While I realise that both
legally and through custom
banks are able to cloak a
great deal of their lending
activities, sometimes for
good reasen, I cannot escape
the feeling that as the terms
of Bankorp’s bid for Trust,
which in any event were low
initially, have been halved,
now is a time when investors
are entitied to know more
defails of how these inade-
quafe provisions arose and
what formulae were used in
determining them.

Two factors with regard to
them need io be kept in
mind, First, if Dr Marais or
Mr Sanger had applied the
same - lending criteria as

Barclays or some other es--

tablished commercial bank,
they would most likely never
have got their-banks off the

groung:*—" .

Second. bankers in the in-
stalment credit field assure
me that hire purchase credit
management, like that of
credit card management, re-
quires delicate ~judgment,
tactful and highly motivated
managers and constant at-
tention.

On the change of
ownership of both Western
and Trust many of their
managers inevitably must
have been demoralised and
were probably allowed to re-
main so for months. In the
absence of the khigh
managerial motivation of
the past, how the quality of
their debfs must have
deteriorated.

Certainly, from the
uarterly statistics to the
egistrar of Banks, Trust’s
constant loss of market
share over some time is
plain o see. In particular its
share of retail deposits
declined.

Partly this was because
the large bank groups have

bad?

been aftacking its markets
with new found vigour. This
is because they have the ad-
vantage of a relatively cheap
deposit base (in view of their
interesi-free cheque
deposits) which can more
profitably be lent in the hire
purchase market for 21 per
eent rather than on
overdrafis where there is a
14 per cent usury ceiling.

But more recently the
trend has heen pronounced,
probably as a result of staff
unecertainties and a general
demoralisation.

The next question is
whether a dour academic,
Professor Fred du Plessis,
and an executive of one of
the most staid institutions in
the country, Willem
Pretorius, can possibly step
adeguately into the shoes of
Dr ais?

Only time will teil. But in
the meantime, if I had
Bankorp shaves I would sell
them. For apart from the
management difficulties
that must lie ahead,
Barclays, Standard and Ned-
bank are attacking Trust's
market share with such zest
and advantage that in my
view if has only a limifed
chance of ever recovering
its former position.

Western Bank is in a dif-
ferent position, having a
chief executive now who also

PRI

Dudley Sanger

has long experience in ib-
stalment credit and a parent
that is in a positittito feed it
with cheap deposits and,
through its branch network,
a steady flow of customers.

Another doubt about
Bankorp concerns its other
major asset, Senbank, an in-
dependant merchant bank.
Here, as elsewhere, the
traditional activities of
merchant banks have been
assailed from"all sides, not
least by life assurers. Their

old claim that their brains
were a befter asset than.

lending brawn has been
proved to be spurious.

Bankorp's other assets are
a han of relatively in-
significant general and sav-
ings banks, probably serving
specialist markets or
communities. If your lump
the whelelot together with
Trust and Senbank, assum-
ing that the whole be
stronger than the sum of iis

arts, you get neither a
%arclays, a Standard, a
Volkskas nor a Nedbank.

Finaily, while I know of no
reason to doubt that Stan-
dard’s Stamnic and Ned-
bank’s Nedfin arenot in fine
fettle, as they have been ex-
panding rapidly into the very
markets over which Western
and Trust have stumbled,
maybe it would be reas-
suring to know what sort ot
bad debt provisions they are
making?

W

.




Sty T By T ]

to

make g

fo

- WOLF Heller, the former
boss of Parity Insurance, is
back in the big time having
Secured an estimated 50 to 75
per cent of the infant reflec-
tive number plates business,
The total market ig thought
to be worth around Ra4o-
million -— about 8,5 million
vehicles will have tg be
plated over the next three to
four years as the system
becomes compulsory.

i Mr Heller, who heads Buf-

* ialo Signs, holding company

of United Reflective

Converters, at present has

* about 100 franchise holders

spread throughout the

country,

By TONY ST.RLING

According to Al Shead,
URC sales director, another
60 franchise holders are to
be appointed,

URC is one of the five
companies licensed by the
Bureau of Standards to
make the aluminivm blanks
used in the trade for making
the new plates.

The franchise holders are

confractually tied io take

blanks  from URC, which
also supplies the dies and
pressing equipment,

v "It took about Rl-million

to establish the setup. You
can’t invest that king of
money and supply the
dealers with your equipment
unless they are tied to you
for the blanks,” said Mr
Shead.

Mr Shead said that URC
was selling the blanks at just
over R4-5 g set, depending on
what kind of embossing
machine and dies franchige
holders have taken.

The Heller camp has
another advantage. When
Mr Shead saw the “writing
on the wall” ahout four
Yyears ago, he was active in
forming the Number Plate

Manufactorers’ Assoeiation,

all of whose members are to-
day tied to URC, according
to Mr Shead.

Big plate dealers have es-
timated that Mr Heller's
group has to date captured
between 50 and 75 per cent of
the market.

“That is about right,” saig
Mr Shead.

Another of the five SABS
licencees Jimmy
Bartholomew, of Safety Car
Plates in Pretoria,
recognised at the moment as
URC’s only real competitor,
said this week that he did not
view it as healthy that the
plate makers should be tied
to any particular manufac-
turer for hlanks, ol

Mr Bartholomew, who has
spen{ just on Ri-million on

-gearing his company to the

change,said that he was not
tyin g-up his dealers because
it could lead to serious com:-
plications. '
“Although I am supplying
dyes‘and embossing e{;uip-
mentjust as URC is, T am
not tying the dealers con-
tractually. I bhelieve they
may just find themselves in
a position where they are he-
ing forced to accept blanks
at an uncompetitive price
because they are tied to one
corapany,”he said. N
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 their spéial consciences in
their’ proféssional affairs.

Business men who take
decisions’ on the allocation
of the resources they con-
trol, based not on what the
market place tells them,
but on a desire to ‘‘do
good” usoslly end up, in
overall terms, by hurting
the very people they set eut
to help. _

1t is difficulf, in the con-
text of the evil'and illogic
of South African raecial
legislation, for our
husiness men fo resist the
temptation to, for exam-
ple, raise 'hblack wages
regardiess of the
economics involved, in the
mistaken belief that such
action will alleviate social
tension and counter social
. injustice. .

But whist happens, of
course, is that when wages
are ariificially increased
— in-gther words without
relafion to performance —
‘then.the business man, who
is paid not to do social
good, bnt to show returns,
is forced te seek ways to
maintdlh and, if possible,
fneregse profits and divi-
dends,

He ‘does this, as the
1 Reserve Bank points ont,

on of employment opporfunities, bui raih
a greatey, degree of mechanisation and & higher
P fower labour-output raiio.” -
: - The Senth.African Reserve Bank.

Guomic

BUSess “Of view, 3
g‘ecf on production costs and did not-promote

athen

o ]

, M-lfu-h { Racsvmin Tuwiz } - lgl?lq-
"IN ITS detached, apolitica! by opting for a “‘high
prose, the Reserve Bank degree of mechenisation
has, in the ahove comment, and a higher capital-output
isolated:s dangerous result ratio or a lower labour-
Of businkgs men exercising  output ratic.”

It would seem that such
trends are precisely the ap-
posite of what a coumniry
Hke South Africa, with
large numbers of unskiiled
gid semi-skilled workers,
needs. If those bleeding
heart liberals who hammier
away at the social con-
sciences of business men
were to think through to
the effects of the actions
they are urging, they might
see what damage they are
causing. ’

Not only do artificial
wage increases tend to

throw people out of work,

reduece job opportunities
and foree business away
from Izbour-infensive ac-
tivities, they also kill off
the prospects for the birth
of enterprises which might
well provide gainful, albeit
low paid, employment for
those otherwise un-
employable at the higher,
artificial wage rates.

Not for a moment can
any man of resson condone
legisiated racial wage and
salary gaps or feel
anything but contempt for
the business man who
hides behind government
policy to excuse his in-
dulgence in IiKe practices.

There have been

- planning gesred to our

"this need must be labour

3

repeated calls lately for

socio-economic needs, one
of the greatest of which is
to generate employment
for millions of poorly
educated and trained peo-
ple for a long time to come.

The creation of
enterprizes geared fo fill

intensive and able to §.
employ relatively un- {
gophisticated people in }-
large numbers. Such
enterprises will not bhe | *-
horn, and their job- }-%.
creating propensities will
not be available to us, if § -
stress is constantly laid, .
not on the creation of jobs, -
but on the maintenance of -{"
wages at levels which ont-
put does not justify.

Aside from denying work ) .
to the disadvantaged this:}’
Fnlicy, dasdis besing it==k
ustrated today in Sweden,z
threatens the health even:.
of a developed economy. 2

Of primary impertance,
of course, is the excision”
from our society of the
cancerous burden of labour
legislation, the bulk of
which is almed at
protecting whites from
black competition. Those
days are over and, given
the advantages enjoyed
over generations, any
white not prepared tc com-
pete with a black doésn't
deserve his fob in the first
piace.




PF minorities
' Swdey Tk ( Bassasn T )

gang up against

the big boys ~""”

By NIGEL BRUCE

MINORITY shareholders in this counfry’s blue chip in-
surance broker, Price Forbes Sedgwick, are Preparing to
ight for a higher price than the 20c they are being offered
for their shares, ) .
They are being advised by crack independent merchant

bank, Finansbank, which is ranged against Senbank,
Volkskas Merchant and Standard Merchant. . i

The offer arises out of the proposal to merge Price For £

with Federale and Volkskas Makelaars {Pty) Ltd to formz
broker that will contro] about a quarter of the couniry’s
short-férm insurance premium income.

- There iz a great deal of commereial logic in the deal, es-
pecially as brokers’ commissions are being forcibly reduceq
by the authorities who aisn require that from Ocfober pay-
ments to insurers be speeded up.

In view of this, and Price Forbes’ splendid performance in
the past, shareholders fear they are heing short changed.
They point out that, as the offer does not include another
di I'ic;ernd from PF, they are. being offered in effect only 175¢
& Share. . . A

Moreover, as PF usuatly earns most of its profits in the
first’half of its finaneial year, they feel that, regardless of

l1:11:_9 problems ahead, ari immediate fall in earnings is unlike-
V. .

While the offer price is substantiaily e}{ajfher than the 140c
at which PF.was trading prior to the d , Some minorities
feel that they are long-ferm investors looking for future
prospects not & quick 35¢ turn on their stock, for which they
will be giving up substantial future earnings.

A fairer price they feel would bein the 295¢ to 2560 range.
Finansbank, I believe, is non-committal at this stage. s

Despite the,fag that minorities ownionly about 30'gér cent
of PF, there: s & chance that they could .throw an i
convenient spaniier'in the works, tgfpeciaﬂy ifthey insist sue-
cessfully that PF directors and s » Who own rotghly 50 per

—————

cent of total minority holdings, be debarred from voling,
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nted to Mr Delfim
Baptista, 41, whe

ed to have supplied -
‘RI50.000; which was tak-
- en.from Sonth Afri

means, of false dec : ,

0 pléad when he appear-
i£d "in . the Johanneshurg
agistrate’s Court.

was Hooked onia plane
HoF, Portiigal when -he
“/WHS apprehended by Jan”
muts Airport officials on

‘o customs officials that
H8ihad a,bank draft ‘for

GeorgesDiaz,
him to gollect
the draft from the Bank
of Lishon and také it to
Portugal.
dr:-Baptista said he was the
commercial director of
Worldwide Enterprises,
@zimpo:t-export Dusiness,
-Which he operated:from a
lat in Quartz Street, Hill-
+ Brow, Johanneshurg.
Counsel defending shim on.
the charge of contraven-:
g fhe Exehangqi;\g:ontrol'
Regulations, Mrz"B K-
Luén; .said Mz Baptista
had been an innGcant par-
tyt6 .the importing of
more than Rimiilion
from Mozambique, via
Sgitth ifrica, to-Portugal,
i5imoney had belohged to
Mt Diaz, Mr Luen’said.
Theistite opposed ‘the bail
applidition. In evidence
thetinvestigating - officer,
Lieut.31 Bosman, claimed
M#: Baptista had supplied
money - in the draft
" different.; hanking

He :said ‘Mr Baptistz had
current accounts at . five -

banks, saving accounts af §

others, and a business ac-
count at the Bank of Iis-
bon. He zlleged that 2
Baptista ““had falsifieg
forms to- engble him to,
bay money iato. Mr. Diaz’s
account, IR T

He also alleged . fhat Mr ]
Baptista hag supplied
RI50 000 of more than Ri-
million . which had Ieft .
‘South Africa in this way.

The magistrate, wfr ¥ van
Schalkr granted—paii,
saying Mr Baptista irad

i not tried to escape be-
tween August 5 and 7 dur-
%ng which he had been
ree. B

‘ 1 "
L:Beé!wgoadi.t!qlzsﬁa_r&ethat I_ziSt}

Eagust 5:.He hadideclar '
d

RE

h 't femain with e
S St e renort u




:Stahdard Ban Review
More signs
economic

JOHANNESBURG — Many
point to an improvement

severe post-war recession South
durng the past thre years,

L

Economic Review,

over

There are positive ele-
ments of a bottoming _ont
and an improvement in con-
sumer confidence and the
business mood. But the
evidence is as vei not suf
ficiently strong to firmly
conclude the GDP is set for
a resumption of stromg
positive growth.

The exceptional perfor-
mance of agriculture and
mining has been spilling over
into . the production and
retail sectors. )

There are, however.

- notable exclusions. prin-

cipally the building and
property sectors and the civil
engineering and investment
goods industries. *

Govt spending

This improvement has
been achieved without any
assistance from the Govern-
ment. whose spending is still
running well below the an-
ticipated rate.

The impetus provided by
the agriculture and ining
has_been enhanced by the
business sector’s success in
redocing  the inventory
overhang and a substantial
improvement in overall
domestic lquidity.

There have been few re-
cent increases in personal
earmings and unemployment
continues to rise. Yet there
are positive gains in retail
sales. principally in food-
stuffs and furnifure. in
department stores and shops
selling clothing and shoes.

Passenger car sales ap-

A\

sees . ..

0

recent statistics and economic views
a broadening front in the most
Africa has been passing through
according to the latest Standard Bank

pear to have mdre or less
bottomed but it will be dif-
ficult for the motor industry.
to achieve even 170000
szles for the year.

Some of the improved
performance of final sales
also spilled over into the
wholésale sector, but
because of the built-in lag,
the stronger demand in final
sales has so far had a
relatively limited impact on
overall manufacturing.

Output falling
In June overall manufac-

turing and production was |

still declining at an annoal
rate of three percent but this
rate is substantially lower

than in August fast vear.

when it was some & percent
annuaily.

But unqualified optimismi
is not justified. With the ex-
ception of the U.S. the
€conomic recovery in the in-
dustrial world has been hesi-
tant and growth slack.

Commodity prices are
low because of weak in-
dustrial demand for metals,
mineral and fibres. and
record grain harvests in the
case of food crops. with few

‘prospects for change in the

near future.

The gold price is unlikely
to move substantially wup-
ward under conditions of un-
inspiring world growih.

Political factors in South

Africa are not conducive to,

strong growth, since they
may negatively affect both
the country’s capital and

= current accounts. — (Sapa.)

T— R WA
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NNESBURG — Johannesburg ‘Consolidated Investment
LCompany’s profit attributable to
ended”- Fine 30 - dmounted to R26 196 000 compared to
- R26 206 000 in the previous
_.nounced here yesterday,

=% @tatement of the

hble to effec-
overnment,

: B hrough the formation
i s‘{f 7 @ 3?/7? ‘fher, and the 1933

. : ' Jontein women.

S a IC@ cisely why the ANC
suggeated them-
nregtige and avy-
inherited directly

S
T =0

equity shareholders for the year

financial year, the company an-

-: Earnings per share
= Temained static at 369 and
“1he Cindrim  dividend- per
- -share was ynchanged at 40c.

Thefinal dividend per share

was aiso unchanged at 130c
to make aw anchanged tota!_

of 110c for the year. . -

Income increased suhb-
stantially. from R36 982 000
" {0 R60696000 but taxed
profit was up only slightly
less than R1 million. ap from
R30 934 060 o
R¥1 792000,

Jehnnie's direct interest in
Consolidated Metallurgical
Industries and-Qujthase Min-
ing Company has been
reduced 0 50 and 49 per-
tent respectively. They
ceased to be subsidiaries and
have not been included in the
vear-end censolidation,

This has resulted in a
reduction in the figures for
nlining assets. fixed assers
and fong-term loans in the

.consolidaied balance sheet.

Consotidated Meta-
lturgical Industries’
ferrochrome plant at Lyden-
burg started production only
onr May | and continues to
build up. The first shipment
in terms of & long-term can-
fract is expected to be made
later this month.

- The total loss for the first
full year of Onjihase Mining
amounted to R9.7 million.

Charge of Rém

The charge of Re.2
million made in the ircome
statement was Johnnies' full
share of this loss for the
peried July 1. 1976 to June
B3,

In addition. it was decmed
prudeni to make an extraor-
dinary provision of Ri2
million against this invest-

-ment at this tme

The'company’s affairs are
a cause of grear concern.
The future of this mine with
a possibility of 2 suspension
of operations is now
examined. -

The increase in trading

the unity of the 1909 convention.
mnearly universal African resistance
fthe reputation as the main voice

‘nion. As the home

r., Lastly,

of the risging

ome of the most capable African
ecentralization and disorganization
an insupportable, monolithic, mass

.2 balance of a raciallgﬁsxclusive
hon-racial society gaveicohesiveness
the ideological resigtance

itutional tactics helped it retain
void government repression.

tes

being

n in South Africa,

alism, pp. 86-94.

1 2"39 L]

66: Wilson and Thomnszon, OHSA, vol. 1I, pv.

1. Feit, | profis from R22 million 1o
-} R238 million emanates main-

. { ly from the Tavistock
2. Sltho:ﬁ Colliery interests. — {Sapa)
3. Cartef;_iolitics of lmeguality, ». 359.
4, Karis and Carter, Protest, ovp. 77-78.
5. But see Kuper in QHSA, vol.II, pp. 439-440.
6. Xaris and Carter, Protest, pp. 62-63.
T Tvid., o.

439-440.
7.5

alism,

P. 224,

Karis and Carter, Protest, p. 152.

Karis and Carter, Protest, ». 66; Walshe, African Nation-



It rampaik
se tordait, glg
ou la cartouch

De la bari
de peur d'appel

Sur un ecar
Pour 15

A force d
devenait trans:

Hebiespg
de pavés, et 1
soudainement ¢

Ay, moment
borne, une bal,

-Thaﬁﬂsfsﬁﬁ

Ung deuxif,
son p. (iq§

refundablc
form of a

Registratf
Puis & g
en Etaient tomg
Ld une quatriém

d
fc

m
ii) Higher
Une oinguf

criterion. With
. but also on its use

nt of grass is therefore

&o{.’ﬂtﬂlﬁ‘rmig’gﬁ dents,
P SRORE b, B BT e

p,fgip;ivecgg,g;g de revenir,
Fadidtergnt patterns

5% 9 £9vels fiamge

derriére leur levée
'la rue, se montrérent

S A.s goﬂl foreign
assets decline

PRETORIA — South Africa’s total gold and
foreign assets dropped by R434-million last
month and stood at R711,7-million on August 31,
according to the monthly statement by the Reserve
Bank.

A spokesmar for the
bank said yesterday the drop
was mainly due to the con-
iinued repayment of foreign j ¢
credits.

From July 31 to August |
31, the bank’s gold- holding
declined slightly by
R103 974 to R286 478 923.

Foreign bills dropped
from R95.4-million to
R359.8-million . while "foreign
investments remained prac-
tically unchanged at' R20,5-
million and other foreign as-
sets also dropped from

. R352,5-million to R344.8-
million.

Government depos:ts in-
creased from R312;4million
to R455,0-million and
depaosits, by Provincial Ad-
ministrations from R62,6-

" ‘million to R88.4 —mlﬂlOﬂ

Notes in circuldtion drop—
: ped from R1 192,0-million
iy to R 162.3-million.

" The ratio of gold reserve
o liabilities to the public less
< “*foreign assets stood at 20,2

'’ percent on - August 31,
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éoggx?r%_ gsays joint managing director has pushed billings up R500 000 to R4-

In the

B,

C.

FR.

ey

Ad agency predicts Gy G o~
R23-million billings for &

ADVERTISING house J. Walter

Thompson is projecting billings of R23- with an estimated i
million this year, a 13 per cent annual per cent, he :efi% industry growth of 67
increase at a time when total advertis- . '

billings rose 121 per cent, compared

Ing expenditure has risen only 5 per _ Another agency doing well in the cur- : in-
cent. rent depressed environment is /
‘Our billings in the first seven Marchant Young, product of a recent "aris
months of the year totalled R1g5- merger between Young Advertising
million, with tHe heavier spending and Graham Barfield & Marchant.
period prior to Christmas stil] Extra business from existing clients i1, 1973

vk

: million, says managing director John i o tiques -
Tour years w to 1076, aWs a8 managing e it comat? 720

Maor ibQ@WEREaR Y- e "Iohif ‘:f'igﬁdﬁscé“e%%ig Gl BuddtE, Collectitn Imees—mrmrr 041070
JeandBaidsbha BakPeli 1R cole oF dinaltSr DOSEHEAE aft ohak® ABES T N1 }e19600 77
Pieri@Agtir 0N a Lo W b $Sndl Froifs bE ng@&eagcz"é:a‘l%;me ;igggnTima
Le NGWR¥A REWET, Adis?h tWpldear Bogpbee T GUEIORLER: $o5be the first nositive
MidoiPhY WREL QR O uRePs Bpadidl d'%ald ¥gsent gtut.&}i%s;‘ FkCigsy. owever
Anniel Rédaniisd ife %Xv&%vﬁon}:ﬁﬁ? Upoms 11" Uhdd m3edrats ; RS 27T bad fé%’la?n'
Soklactidy Thémm anthologhi;i Hatied ] 974y then 313 continued futile
eficrts to become involved in & multiracial South a‘rica.
Wesistance of South Lfrica's whites, lLuntanzims views
Nathaide Sartdute =<L'She colsoupesns Coblettyon fadar,nNRIWEISE L 211, Apree-
Alainr8ebbe~frtiléh i-e Pour un moavemo welsn ,Eold ee fivnc Tdéen; WNRF) <1963 tBdiad6ne de
g;{%%itte 1 ~friesns to join with the Transkei goverrnrent. So
Mic&%u%%%és?#%% qg’é%%“f‘ n tlrﬁlfgs ’ré‘g%%’c Mha t e hng iden-
MiChe%in%tgg k7 W’o %d%tri{gn%pdﬁog{n&’i"&rufép b 06191 teisc} verty o
Jean %&car&c_}%nu) ?}.Ob}~ == __du.Nouyea . Roman_ 1_1‘%1186314@,‘%%67 dor el
Jean Ricardou - Pour une thorie du Nouveau Roman, Le Seuil y 1971
«t the seme tirme, he 1e & traditionsliet and telieves

Etudesisum 2@y npuvedae romincfepde of chiefizinshiv, though he hae made

Rens F28Ha & NaRRdfhe"BaiRdEE " bE0udT0es’ 30 6ERA SiBeTa 1805 F THEI0R 27

Jean TME.%B%& :th’"é%ge-icgiffe%jT%ri%g%féiuegid%h}é;?:iniqe g:?.‘e‘qc_lre? 1t9%5?;.chjjeve | 'ujsa ‘

Henrd HICC18TH6 2L SaFouBil daldth Rebborarfiics, Colfsction Live anjsurdibut,
Hachette, 1972 t-11e that fhe real imsues with nhich |intansima hnd

Tean-glerre Vided 5 laodalousde. de Robbefrillat,  ollection.Rache ‘oritique Hachette,

f q s igni frican domination, and land claine,
Bruceoﬂorcéggge%%égp Ji.gg’ro:ﬁmns de Robbea-Grillet,’ %itio%sa lile,( l:ginuiti %.;1963 ctoris!

T ey LLirSG LnO, fecordcrs Fniy with or ia'sns
Jean t.{lteer' ‘3221% :sei?m apu mondee_-d}Alain Ro%be-crillet Structuzfes et gsignifications,

- DroEgTi%eks, f.lUinough sencanzima 8ot VR N N W § L= S BRI G I T A s
Rend-Hiviile WibBrderl BubbiyTiBssfyuls WurtxeheOdisis, 1084 167 ro 07, "rir=ad
Patrive Quédgalc L onMod 1F e 1ol el B8 , 651150 {68 Fochd "e¥1E iz "Hachebte, 1973
Bernadd Calandend IEVESMIFYEPiBA LRhede » c5 e lidi PRIFY1 V6 funa- douvEd Rty , 1972
Jean Roudaut - Michel Butor ou le livre futur, essai, Collection Le Chemin, NRF, 1964

*The citigenshin of urhan Africans alss seemed tn ba:.a nreconditbhn
(rhontAnzima rejecting ther) but this wee used to oroject- the
autonomy image and was clearly subordinate to the 1= o e
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too low

] "ﬂ million: a shortfaj of 23 per fixed Sometimes several per
(There is a school of ’ cent. The Np 2 society, the cent below the Present |
QUght  which | sa Permanent, showed a 14 mortgage rate. r
believas that South | per cent shortfall o 3 book.  On this basjs the shortfalt §|
frican byj Idin value of R54-million Allied, would be some R5,5-million
; vt ;e 9 1 the 3rd biggest, a 16 Percent for the UBS along, '
! And_f e positi f SOC'EhE_'s are not Shortfaill on 4 book value of Byt this is hardly fair to
; following the demand j St budget that the performing as well R44-million, the societies. For them, ag
g soc:et:gs should divaert another R?zo-miﬂion into | as they should. The societjes’ perfor- for any financial institution,
| Prescribed investments, Free-lance invest- I mance is equally poor when there is a cost in holding
i The problem arises not sp from society t, Society; ang | ment dnalyst | related to tne true rate of ble J,quid to meet poss;-
/

i : Michael cgq !son | return the achieved, ble da -to-day requijre.
much g'om the fact that tjlj:le Is not Something that outsige Coulso y (gn the ofher hand o1

Societies hold such large in. analysts can caleplate. The | takes a deep look at { although the risults of the ments.

| Vestments of thig nature, byt longer the average life of the issve. ank :
in the returns they eary on  liabilities to the public, the \_ =

i them, which are surprisingly Smaller the immediate cash ; ed to ;

f 00r for institutions whose resources a fingneiaj instity-  of results. In 1976-77, for in- Hve § : ; i, Bosst
inaneial exi)erjtise' Is  tigp Beeds to have available. stance, when there was no the (Just) mana%ed ' e proportion of fheir funds

g
I

theoretically their ‘majn In practice, however. the Statutory requirement  for ¢qual the standarg Setbythe in the Tortgage business |
!stock-in-irade. buﬂdr%g societies are likely the sccr:{tieseqto hold jong. ggouﬂt house daily "call whtghe ’SS?SE’; ﬁzéson g eff;%
. ] o

Buildin Societies, like to have g fairjy sim ilar mix, dated Government ¢ . ) .
banks or cigther Organisations and tiys 4 sigzilar prudent  they continued to do sq Tuis ~ Paradosically, ¢p;g yras probably also argye that
that borrow money which” level of liquidity, Over many  incirred major capital los- partly becauge the UBSheld they hoig long-term
they gas;a %a}ge to rep?y u: years the societing Baveheld sesip the Process, apparent- a €T proportion of jtg 5. ghecurmes to r?hde;nptzop, S0
unpredic amounts at azhoyi; S cent, on average gy eferring tg CaITy these . , :
ghort notic?, waulg indeed of theirgssetsin!iquidfor%n,- gm%:r Iossesgn their balance fovestments than the other S (;t&] 1°§595 While they

& guilty of great inanciaj with generay] oni or sheets rather than ise - ; 1 :
imprudence i they did not variaugons frogn soy;ient;mto them and see them reflected  the risk of Jarger capital los-  tice ma
- Keep sufficient liquid assage SOCIEty OF year to year. Ang  in el revenue and expen. Ses, it Was also able to
1 fo meet any likely calls oq there is 06 reason to danpe diture accounts, even though Sweeten its return by g Burden
{them for ‘repayment of that; to this extent at least, such a conrse. of action vesting more of the tota; i
- deposits, .- TR eXperience” hag ‘led:to ‘2> ‘would have reduced the ef. high-yietding Securities. Passed on
s S BIable assesoman: g, oo, Ve of e losses, _ gonat sort e i S, ent often
5 15 more or‘res§ e op- = e T fh"measure of Whap the gug % a@ﬂ?ﬂuons*m -

1Calls o

: ’ i timum leve], - MGSSiVG o ) buildin I . ; )
: ) - g  Societies Should gy 2 position, but is cop
accountis ?!m”“gg 7 Seh Ce“émaf hortfali €arn on their investmentg® trary topg*zodem investment
To some £, of course ?i%ursé;undi sg}gs e o aimian snor bu'l‘lu;s is a matter of opigzlxjon, theory, which holds t{lat thtg

. extent, ’ " . ; ot t it is not unreagons e to j f investment is
it can be caleplateg whende- March year, together The six largest Socleties, suggest that on the amaunt m éﬁ:al retarn over

yments are with boldings of other which collectively re resent i .
; !n}:anids ior é'epa ac?g. Ez- prescribeq 2ssets, it well over 99 Ber cent of the thatit is Necessary to keep any given period. As long as
j likely to he : in liquid form (which, as we  (pa Proper tax adjustments
! perience can show what amounted to more than movementmtermg of funds, have seen historically tenge de. it ig - ial
' proportion of maturing R708-million, Following the hefdinvestmentswat.ha book to be about H ¥ t of are made, | fxs unmaterxt
: gxed-pen‘od shares or sub. Iatest budgetary “require. Value of Rég0-million at the oe 2 ‘é denck t;?eﬂ tho what part o this retorp
{seription shares will menfs, this will rise 6 not  epg of March, Market valye €apital an e]P"S’ } they  somes'in what is normatly
T v ERTUEDL =3 far chart af RARLmillion hv  of thore wag fome R39. Sho?%d._?m_-l} _atn%a,sﬁ t!}\e_ﬁs: rggazrd_gd as Income: and



l he Sarme or some oiaer
<forTm. N

- Calis on savings accounts
-gan fluctnate more widely,
i
i‘Hattern over time,

[ Even so, it Is difficalt to
r.éétermine the correct level
i of li%uidity for a soclety,
" This depends on the mix of
j-ﬁabi]itie.s, which will vary

-

shoul conformioa |
! d also co - it may be invested, but there

ims 1s a staggering sum,

ialmi ofnf?isttlanﬁtléd fo ask
-how efficiently it is being in-
vested, Admittedlyt%mﬁere

are legal restrictions on how

is stil a good deal of scope
for managerial choice..

And resnlts do not always
suggest that these choices
are made with the happiest

HOW THEY RATE...

6i the shertfall was at-
tributable “to non-liquid
holdings, ‘which were only a
small part of the total.

The Unifed, -of all
the secieties, held public
sector securities with a

" nominal bock value of R8l-

million. Only in the notes to
the accounts was it disclosed
that market value was R62-

UBS SAPerm Allied
Average investment { R‘000) 245 818 146 930 126 848
Gross returns (R’000) + 19 077 10 475 8 486
Rate of return (%) 7,76 7,13 - 6,69
Desired rate (%) 8,56 8,31 8,43
Shortfall (%) , 0,80 1,18 1,63
* Market value, net of tax.
i § + Inciuding change in market value deficit, net of tax.
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o ¢ =8 813 il ¢33 F[B 3
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& 4 a > |3 g1 5 = ¢ £ = =18
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valallls wicy SHDuia at leasi
be able to earn the 12-month
deposit rate. :

Shortfall

of millions

During the year to March,
the 12-month rate was 9,5
per cent; the call rate, on a
compounted basis, was
equivalent to about 7,7 per
cent. The table shows the ac-
tual returns of the big three

R societies for the year,

against this yardstick,

The UBS again shows up
relatively best, but even the
shortfall of 0,8 per cent on
assets of this size is
equivalent to RZ-million a
year. Whether you regard
this as effectively putting 0,1
per cent on to the mortgage
rates, or as an indication of
mortgages that could not he
granted. this is a not in-
significant amount.

At SA Perm the shortfall
was R1,7-million, and at Al-
Hed R2,i-million: a total for
the big three of R5,8-million.

The loss would be even
more marked if the return is
compared with what the
societies earn on their
mertgage advances, a figure
that varies between 10,8 per
cent for the UBS and 11,8 per
cent for the SA Perm, the
differences being due to the
different composition of the
loan portfolios, including the
extent fo which societies
may have outstanding long-
term loans at interest rates

tion. - S
It follows from this that

any capital loss during a

period reduces the overall

‘net return for that period.

Having made these
qualifications, the conclu-
slons are clear.

Firstly, that if the
societies earn the same sort
of refurn on the prescribed
investment requirements
imposed on them by Senator :
Horweod. they will lose ap-
preciable income which, In
the long run is not a burden
on them, but is passed on to
homebuyers throughout the
country. It is this already
hard-hit category, not the in-
stitutions through which
their-borrowing is channel-
led. who ultimately bear the
burden of Senater
Horwoeod's fiscal require-
ments.

Secondly, even given the l
constraints under which they
operate, the societies earn a
rate of return on nonm-

ortgage investments com

iderably less than should be
expected from organisations -
whose main asset is sup-
posed to be finanecial
knowhow,

1t is a pity that more of the
undoubted skill and profes-
sionalism that has been
devoted to building them up
into the giants they are to-
day, with their indispensible
role in the economy, has not
been applied to managing
this important sector of the
funds they administer.
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: By MICHAEL COULSON

CAN Trust Bank sur-
. vive? This may seema
- sfrange question at a

time when Saniam has
- committed ilself to a

R25-million invesi-
ment, on which it is
prepared to earn no
return for some years,
specifically to ensure
that the answer to that
question is, yes.

But to avoid financial col-
lapse is not quite the same
- thing as sarvival, and #’s a
" fair bet that in, say, three
years’ time Trust Bank will
bear little resemblance o
what it is foday.

It is even possible that,
like Western Bank, it will
have to give up its attempt
to become a force in com-
mercial, as distinct from
general and HP, banking.

For even now it seems
that the extent of the Trust
Bank disaster is not fully un-
derstood.

While it was originally an
understandable and
legitimate object not to
create the atmosphere of
public suspicion that could
have created a ran on the
bank, with fatal conse-
quences for Trust itself and
severe harm, for SA banking
as a whole, one basic
statistic has never been
given the appreciation it
merits.

That R25-million provigion
is almost exactly equal to
“Prust Bank’s disclesed
_group profits for the whole
“of the pasi four years.

.. Now it does not follow that
“Trust Bank in reality made
“no profits during the past
“four years. For one thing,
tike most banks, its dis-
closed profits are less than
its actual profits. For
another, some of the provi-

sions now thought necessary
undoubtedly relate to tran-
sactions whose roots goback
beyond the past four years —
in the case of the old Leon
Pascall Organisation, now
known as Lengro, for up to
10 years.

And without casting asper-
sions on Bankorp’s good
faith as to the size of the
provisons it now considers
necessary, it is a cardinal
principle of this type of
rescue operation that you
take the worst possible
reasonable view at the start,
to ensure that any future
surprises are not unpleasant
ones.

But even allowing for
these considerations, it Is
clear that Trust Bank’s
profitability has been
tenuous. As the accornpan-
ing table shows, even on dis-
closed figures Trust worked
on much narrower margins
than other leading banks.

The bank closest to Trust’s
size, in terms of assets, is
Nedbank: whose disclosed
profits are three and a half
times Trast’s.

The table also highlights
two of Trust Bank's other
main preblems.

The first is that in spite of
the expansionary policy it
does not have the branch
netwerk necessary to
become a major foree in
commercial banking. Ned-
bank consciously went in for
the upper end of the retail
market, for corporate and
large private accounts, and
its suceess in implementing
this explains why it sustains
a highly profitable business
on a branch network much
smaller than those of the Big
Three.

Trast Bank’s retail
business, as far as an out-
sider can gauge, I8

Trust will need
careful handling

Branches
Deposits {(Rm)

Advances (Rm)
Net profit (Rm)
Value of properties (Rm)

Figures may nof be entirely

differ

Barclays standard Nedbank Volkskas* Trust
900 910 150 575 . 65

4170 2 262 1 048 1920 974
2822 1416 566 916 569
27,6 1 14,4 17,6 15,2 7.0

77 78 56 77 64

1 .
* From consolidated accounts.

comparable as year-ends and accounting practices

predominantly at the lower
end of the market.

To gain from this market
the large volume of interest-
free, highly profitable credit
balances on chequing ac-
counts you need the sort of
branch saturation of the Big
Three — Barclays, Standard
and Volkskas.

Trust never managed this,
and accordingly rested in an
area of the market of doubt-
ful viahility: bigger than the
minnows fike French Bank
or Bank of Athens, with their
highly specialised business,
yet not big enough to com-
pete with the giants.

The other problem area, of
course, was the direct in-
volvement in property
development.

It is bitterly amusing to
reflect thaf the figores in the
last line of the table were
published as recently as last
December by Trust Bank
itself, in an attempt to con-
vince sceptics that — to
quote — *‘it does not seem
that the Trust Bank’s
property investment is undu-
iy disproporticnate.”

Add to this Ré4-million the
R4i-million exposure oOR
loans theoretically secured
by property, and there's a
total involvement in
property of well over R100-
millien.

On Trust Bank’s own
figures, this is more than for
any.other banking group €x-
cept Standard, whose total
exposure (including Stan-
dard Merchaat) Trust

calculated at R13Z-miilion,
and Barclays (including
Western) at R109-million.

In view of the differences
in scale of other yardsticks,
the risks this exposed Trust
to at a tirme when the
property industry was in
deep recession were clearly
excessive.

So what does Trust Bank
have:

« An immature commercial
banking operation of a
probably unviable size:

¢« A record of highly
questionable judgment of
creditworthiness, in view of
the major provisions now
thought necessary:

o And an excessive direct
and indirect exposure to the
troubled property sector.

It is reservations on
whether these problems can
be solved while preserving
Trust more or less in its pre-
sent form that led me to
pose the question at the head
of this article.

For the difficulties in
overcoming them are im-
mense: The Barclays
Wesbank merger was simple
in comparison: not least
because Weshank's redun-
dant activities, especially
commercial banking, could
easily be absorbed into big
brother Barclays.

Trust. on the other hiand, is
bigger than Bankorp, by
almost any measure, This is
not a whale swallowing a
minnow, and however ef-
ficient Bankorp's executives
may be, it’s difficuli w see

i

how they have the physical
resources to conduet the
wholesale revamping of the -
Trust operation that's’
needed. Especially as they .
have no direct, internal op- ’
portunities for rationalising

the commercial banking :
side. )

The nominal changes at
the head of Trust Bank
reflect this. For chairman
Jan Marais and MD Anker
Burger have, significantly,
been replaced by Prof Fred
du Plessis, a man of no com-
mercial banking experience, .
as executive chairman, and -
Sanlam’s Wiilem Pretorius
— who will remain based in -
Cape Town — as deputy
chairman.

Trust Bank, in other
words, now has no managing
director. .

One of Bankorp's most
urgent priorities must be to
find the right man for this
crucial spot as du Plessis’
right-hand man. But where
do you find someone with the
necessary banking ex-
perience, acceptable to the
Sanlam/Federale establish-
ment, willing to leave
whatever rewarding job he
may have now to take on this
giant task?

That's a question every
corporate headhunter worth
his salt in SA ought now to be
trying to answer. My bet.
would be someone like Johan
Mooiman, former MD of
Boland Bank but now safely
ensconced in a top job at
Federale's head office.

.
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‘month Ilast year.

There has also been a
sharp ‘rise in the value
of gilts tradedinsithe
markef, In Augusffthls
year they totalied
Ri2,67 million com-
pa:ed with R2,1 mﬂhon

- in Awugust, 1976

Ttus month tumovar is
averaging about R15 million
a week,
trend in view of the golitical
pressures that are bemg ex-
erted on South Africh apd
the grim warnings from
senior members of the
Government and - Defence
Force that South 'Africans
must psepare for tough times

The market has shrugged
off this bad news. Yesterday
shares became firmer ight
across the board and dealers
noted local and overseas in-
terest. -

Better tone

The teasons given by
bmkers for this better tome
in the market were:
® _The builion price has
been firmer. Yesterday it
was fixed at 148 dollars in
London and there are

forecasts that it wﬂl Hise to |

160 dollars;

& Institutions have been
aking up their full alloca-

tions™of gilts and semi-gilt

- stocks as the gemeral view

was that long-ferm rates
would fall. This has indeed
happened — Escom has
reduced its rate from 12,4
percent to 12 percent;

® Investers have beem sit-
ting with large cash balances

and they have now decided |-

to move into the market to
take advantage of the
bargains that are available.
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Couneil {isfue whick
aiillion on offer.

Mercury Correspondent

SBURG — The dpeed at which long-term
k- At least some :borrowers with

opened this week atfracted

%

Son pére dit qu'elle dée

I1 faut que vous vous ¢

|

Mettez les verbes entr

(a) Apré@s que Robert

(b)

Donnez des locutions &

plusieurs semaines

comment 11 (se tir

qu'il ne s'en (sorﬁ
paternels,

Le frangais ainsi .

Jean et moi (venir

.

Ce sera dommage qu'

I1 (venir)

But with the rate
pitched at 12,64 percent
for the 2l-year loan, this
‘was not surprising.

A secondary loan over
12 years at a coupon of
1243 percent had been
pldnned but as the
response to the longer-
term: -ssu¢ was so good,
preference to the 2iyear
‘issue “has been given,

Money market sources
were amazed at the
generosity of the interest
vate on this loan and
while. conceding that it
-should carry a2  coupon
between 0,3 percent and
-035 percent higher than
listed and hence negotiate
stock, they felt that it
L)
coeld have been as sug-
- cessful at a rate of about
12,5 percent.

~zBut, like the recent
“Johanmesburg  loan, which
.was six times over-

--subscribed and offered a
itate of 12,5 percent over

{20 years, the terms were

JMegotiated before the pat-

*térn  began to move

4downwards.

i Confirming this easing

““of " rates, Escom, .in the
past week, has lowered

5" raie pattern of . lopg-

substantially more than the

tAisTL T m interest
ates falling fast

4 ﬁV?? _
intérest rates are tumbling
their coupons st

the top. The Worcester

cent to 12 percent while
the Public Department
Commissioner has turned
off the tap issue supply
which was ruling at 11
percent. o )
Giving credence to the
downward frend are the-
details of the R1i5-million
Cape Town loam, which
is due to open on
September 22. The loan
il be split into three
parts, two of which will
be over a 2i-year term
and the third over 12
years. .

The _first loan, over 21
years, will carry a
coupon of 11,5 percent.
The second, over the
same vperiod and issued
at par, will carry a rate
‘of 12,16 percent.

. Al in, after brokerage |

and commission, they
carry a rate of 12,2 per-
cent. ‘

The third portion, over
12 years, carries z rate
of 11,97 percent and an
all-in yield of 12,02 per-
cent,

The long-term issues
accordingly carry a
coupon of -0,3 percent
below the recent Johan-

pa——

ndant

sauter)
i1,

» conseils

__du latin.

Frge=—ay

Lterm #oc?:_ b}' 0,2 per- -

nesburg. offer.

- ™

mercredi

quivalentes aux mots soulignds (me

u concert.

dernier s'il avait pu.

recopiez

phrases) :

Monsieur Martin n'avait rien dit depuis le départ,

pas les

I1 leur fallait attendre 1'un derrisdre 1!

autre au guichet,

J'ai de la difficults 3 comprendre ce qu'il dit,

Aprés avoir caus@ un instant avec le gardien,

il s'en alla.

3/...
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.AS THE Trust Bank
.5aga .continues fo un-
-fold, there comes fo he
“less.;and less for the
.comfort of outside
shareholders.
. This week’s announce-
‘ment that profits plunged by
-80 per cent in the six months
*to June 30 is not in itself
wearth-shattering. After all, I
‘pointed out last week that,
were account taken of the
R25-million provisions now
regarded as desirable by
Bank Holding Corp, Trust
Bank’s new controlling
shareholder, Trust Bank's
profifability over the past
four years would have been
tenuous.
~ The real killer is that the
lafest profit ““is calculated
on a basis which is consis-
tent with the accounting
policies adopted by Trust
Bank in the past. Had the ac-
counting policies set by
¢ Bankorp for ifs other sub-
sidiaries been adopted, the
interim profit would have
been considerably lower.”
One may well ask, how
much lower than an 80 per
cent decline can profits go?
On the face of it, the answer
-is that they could be
.hegative, although this is im-
plicitly refuted by the state-
ment in the interim report
that profits for the year
shonld be enongh to enable
Trust Bank to strengthen its
inner reserves ‘‘and thereby
establish a sound basis for
renewed growth.”

How much lowe

Trust

sink?

By MICHAEL COULSON

Well, maybe. Seeing, it is
said, is believing.

Were Bankorp proceeding
with its announced bid for
minority shares in Trust
Bank. on a one Bankorp to
six Trust basis, this would be
a cogent reasen for
minorities to aceept. But we
are now told, also, that “in
view of the fact that a
number of Trust Bank
shareholders, including
some of the largest, have
categorically advised that
they will not support any
scheme to give effect
thereto, it has now been
decided not to incur unmeces-
sary expense by putting
propesals before
shareholders that have no
possibility of being ac-
cepted.””

it is interesting to learn
that Trust Bank still has
some substantial
shareholders, other than
Bankorp. But — irrespective
of the merits of the bid, as
such — their reluctance ta
accept is immaterial to the
principle of whether, in the
present circumstances, such
a bid should in fact be made.

Compare this attitide with
that of another large group,
Liberty Life. It will be recal-
led that, earlier this year,

Liberty acquired effective
control of the closed-end in-
vestment trust., Fugit. At
the time, there was subdued
criticism of Liberty for not
making a bid te all
shareholders, although it
was clear that there was
only a2 moral. not a legal,
obligation on Liberty to do
0.

Liberty this week an-
nounced that it is to make a
standby offer of 80c a share
to outside shareholders in
Fuygit, which. it says, is
equivalen{ to the highest
price it paid for any of its ex-
isting stake in the company
— and this in spite of the fact
that, once again, certain
large outside shareholders
(market betting is that The
Oid Mauatual, which owns
about 11 per cent of Fugit. is
prominent among them) are
unlikely to aceept.

In view of the commit-
ments Bankorp is undertak-
ing in the Trust Bank rescue,
one can only sympathise
with its desire to avoid un-
necessary expense. Bat
there is nothing to stop it
making a similar standby of-
fer through 2 nominated
Stock Exchange broking
firm, a technigue which has

r can

TSy Tiasy
Burimen

Tuns )
{et[«a [3t

the past and incurs virtually

o expense other than that
involved in taking up
whatever shares are offered.

Senbank (the leading
merchant bank which is
Bankorp’s other main sub-
sidiary} can hardly be wn-
aware of this possibility.

Following the belated dis-
covery of that R25-million
underprovision, and the ac-
ceptance by the original ven-
dors of control of Trust Bank
to Bankorp of a 56 per cent
cut in their price, it can
hardly be claimed that Sen-
bank has come out of the
Trust Bank imbroglio
covered in glory.

I hope that the interim
staternent will be tharoughly
digested by the makers of
the numerous anonymous
and‘or unspecific com-
plaints received by Business
Times after my article on
Trust Bank last week For
while — as I stressed —
Trust Bank is solvent in a
balance sheet sense, at a
time when most oher banks
{Barclays “National, .Stan-
dard and Velkskas, to name
three} are reporting im-
proved earnings and
prospects, it takes some sort
of perverse genius for a bank
with reported shareholders’
equity of R62,8-miilien (all

right. knock off R25-million |

and eall it only R37.8-
million)- to earn a mere
R658 000 in a six-month
period.

been used:more thanonce in




'Have you been to |
parasol to the far-glead:

'Yes, formerly, mox

have seen it?!

'No; we haven't beeJ0hannesburg

mean to go there, I woul
'It's a very pretty
You can drive, you know,
'You can go in the
'Yes; you can go ig
'Our courier says {
continued. ‘'We were goi
fully from dyspepsia. ¢
says he doesn't think mu

can get Randolph.'

MATL, ORDER insurance -
against sickness and acei-:
@iwkb&mom?wbyme-
insurance
brokers, Staff & ‘Marketing
Services.

-The new scheme has been
created to ensure continuity®:,
of income for professionals,
one-man business operatorsis;
and corporate executives,
says managing director Tim - -
Beckett. :

‘paying out, in the case of il-
Iness,“after a 90-day period

Hof absence from work — in

effectcarrying on from
where fmany firms leave off,
" This,-he claims, makes jt. -
possible to offer the policyat
low preminms, ranging from

RSio R25 asmonth,

are dreadfully.

T]ge policy only begins -~

1e young girl, pointing with her
de Chillon.

bourne. 'You too, I suppose,

0f course 1

fout having seen that old castle.'
!rne, 'and very easy to make.

2 steamer,'

. J lented.
[f castle,' the young girl
{

gave out, She suffers dread-
ndolph wouldn't go either; he

1ess we'll go this week, if we

'Your brother is not interested in ancient monuments?' Winterbourne inquired,

smiling,

'He says he don't care much about old castles,

stay at the hotel,

with him; so we haven't been to many places.

He's only nine. He wants to

Mother's afraid to leave him alone, and the courier won't stay

But it will be too bad if we don't go

up there.' And Miss Miller pointed again at the Ch&teau de Chillonm.

FR. 77.77
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Getting
ilts—S

BOTH the private and public sectors will have to
make much more intensive efforts than in the

‘past if South Africa is to
market in gilt-edged

securities.

develop a meaningful
and semi-gilt-edged

And recent tentative steps in this direction

have not come to
We're still years awa
market system.

Dr Chris Stals, a deputy

overnor of the Reserve

ank, told a recent seminar
on the gilt market that in the
first m_ﬂ; months of this
year the Bank sold
Government stock to a total
value of R90-million in the
market, of which the
commercial banks bought
R53-million, discount houses
R23-million, other banks R9-

grips with the basic problems.
y from a genuine open
LY

million, and non-banking
institutions R5-million.
During the same period,
the Bank bought
Government stock worth
R113-million, of which only
R12-million was acquired
from the market and the
balance directly from new
issues by the Treasury.
Capital market ¢éircles
estimate that in addition to

anan

o

J
N T

to grips with
African style

the stock released by the
Reserve Bank. the Pubiic
Debt Commissioners have
pushed out close to R200-
million of Government
securities. The PDC controls
the investment funds of
various public sector bodies,
and also makes *'tap™ issues
of Government stock, to
ensure that ihe market
always has a supply.
However, they point out,
while this is welcome in
itself, an open market
operation in any real sense
demands that the managing
authorities be prepared to
buy as well as sell. The PDC
ig not thought to have been a
ac‘wﬂ. this year.
he PDC is also
understood virtually to have
turned off the tap issue of
Government stock about
three weeks ago, pending the
next new issue of
Government loan stock,

However, it is by no means
only the public sector that
has to bear the blame for the .
lack of an effective
secondary market (that is,
the market in existing
securities, as distinet from
new issues} in gilts and
semi-gilts,

It ts widely accepted that
the stockbroking fraternity
underestimated the
importance of the capital
market. .

activities, estimates that
about 20 per cent of this is
turned over annually —
equivalent to about RZ 000-
million,

This figure may seem high
in relation to the turnover
recorded on the JSE, which
is only 3 per cent of this, but
even if you downgrade the
figure it is clear that the
bulk of the secondary
market w%ummmmm the JSE,.

Wh 0 we need an
effective secondary gilt
market? Why do institutions
not just hold m:?mammn
securities to redemption’

As far as the monetar
authorities are concerned,
as Dr Stals told the seminar,
it is an extremely useful part
of monetary policy, a
mechanism for increasing or
decreasing the money
supply. But its primary
function is to create an
efficient capital market, and
bring ienders and borrowers
together. For those
institutions who are
compelled by law to hold
large percentages of their
assets In the form of gilts, an
effective market is
necessary if they are to
maximise their returns —
and thereby give proper
value to the thousands of
individual small investors
whose savings
mobilise.

they

T

marketable Government
debt) more effective, and Dr
Stals also clairmned that the
Treasury has become more
aware of the need to make
new issues at interest rates
“more or less in conformity
with ruling market rates.”

The fact that the
Government, relying on the
statutory requirements for
institutions to make large
investments in prescribed
securities, has issued loans
at what the market regards
as inadequate rates of
interest, is a burning point
with the private sector.

Chris Freemantle,
president of the JSE, told
me he believed the
acceptance by the
authorities of pgenuinely
market-related rates was

vital. Roy McAlpine, the

Liberty Life group's capital
market specialist, went
further: ““I do not believe we
can have meaningful open
market operations until the
gilt-edged rate becomes
truly competitive.”

There is also a
responsibility on non-central
Government™ borrowers —
Escom, Rand Water Board,
municipalities — to assist
the flexibility of the market.
Too often, they take the view
that once they've got money

-

e

Government stocks.
market in ordinary s
pected to grow shar
Freelance writer M
¢lose look at the sta
marketf.

A VAST sea of funds washes about in South
Africa’s market in Government and semi-
It is bigger than the
hares and can be ex-
ly in the years ahead.
chael Coulson takes a
te of this important

J

58:%: miwm:m.gﬁ.msm
end of it. In fact, an effective
capital market requires that
these borrowers too help
develop a market in their
securities.

And though they are much
smalier than the central

Government, Emw are not
insignificant. At the end of
March, their stock

contributed R3 420-million of
the total nominal value of
R11 732-million of gilts and
semi-gilts listed on the JSE,
against RS 312-million in
marketahle central
Government securities
(market value, of course,
was less, as stocks issued
years ago at interest rates
below present levels are

.match demand

traded at below their
nominal value, and was only
RS 847-million},

The JSE is also trying to
improve its competifive
position in the gilt market.
For some time it has been
testing a system called
Giltcast, which aims to
provide information on the
availability of and demand
far gilt stocks. At present 15
brokers are linked into the
system, and can key
inquiries into it.

nstitutions so far have
been sceptical of Gilteast,
partly because it is only an
inquiry service and cannot
1 and supply
directly, partly because its
facilities "are "so far only.

available to JSE members.

A further problem that the
JSE will have to face is
commission rates. While
JSE firms already charge
lower rates on gilts than on
equities or debentures, and
on the whole lower rates
than are charged on gilts in
London, the capital market
still regards them as
excesSive, The JSE is
believed to be ms&:zm this
problem, but whether lower
rates would attract
sufficient additional gilt

business to the JSE to make
them worthwhile is a matter
on which there is no
agreement and the proof of
this pudding can only be
established by eating it.

a1 as New capital Valve of market
- Capitalisation raised turnover
Equities Giits Equities Gilts Equities Gilits

1973 23 607 7 396 295 1456 1267 37
1974 30 326 7 879 233 1154 1 587 68
1975 233N 7 906 61 1147 1196 49
1976 19 078 .9 425 309 2 437 719 38
1977 18714 9 847 329 1527 689 64
(All figures in Rm; JSE year ends on March KIPN [
* Most gilt trading is handled outside the market. “
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Luxation—Manucles
bongata ; ho phela hamonnte,
m.uﬁnrm. v., ho bdlaen mothé ka
ntl2 ho kahlalé ea molao.

Loosen—Lusty

Loosen, v., o nake loose, ho 15-
kolle, hlephisa, busSlésa; to
became loose, ho hltpha, 15kd-

66 ﬂv 67
Lovlasd, v, o o s e b Lusaion . porsin,
P (e _ ; uxuriant, 2dj., e melang ka matla,
Lowliness, n., boikekobetso, ko m X riate, v., ho mela kapele, ke

I6ha, khothla, pshemoha. kobelo. .
TTTS=m———— f.n0t, v., ho hapa ntoeng ; n., khapo. H.oecﬂaﬁhh&a. adj., ez maikutlo a
" \:, . cea — iR
B @ 3] ,ﬂ._. ~ )
9B HEELd Fuwe
Ny & Bw J 0 whmm.mms 288 M
iy iy » @» =2 Se&dh_mmwru..mo
o Mg 5~ omm 2a Leg82 sy
) -~ ._mG = . ..Os Huw ﬂ:mf.-b. . . . . . -
N - TES HEwH5™%F Machine, n., machini, setimela. Maintenance, n., tiisang b
e .Q ..Mr ] MW@S&MO neRm Mackintosh, n., kobo ea puln. phelo, lijo _on n—”—ns Bomc Mm
585 8 - BE<eg ppE-Seg Maculate, v., ho titla ka liSila,  pheloang ks tsona,
g=Y Lo 1Rme ] 3%%9, silafatsa. o Maize, n., puone, chaske; whire
B oo™ .mm mm..de TMMW .m.«.,.,_ Mad, n&... e hlanyang, ¢ sa iku- maitse, poone ca borotho,
W. Ee. HO nDu.om dA....n.....r%R tloeng, _&gm"aemahoﬁm mad, Majestic, adj., ¢ sebdpeho se tso-
m g oo B> .T,mnAm_&mmummm_ Ewm%h..uﬁ.gzﬁau Majesty, n., boholo, borna
h "ou. __Hﬂ.m.ﬂu < oy wwrg 35 L gﬂ&ro—-g...a_..rﬂ_ﬂaﬂmggwp g“.-w:u.. N » DOLEIR S Mo~
F oD Madman, n., lchlanya, - ority, n., bohdls ba moths ha
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Loveable, adj., e motle.
Lovely, ad;., e ratchang.

lequtnu, .
Lunacy, n., bohlanya.
Lunatic, n,, lchlanya.

e

lefetoa, mosuhla. S a—;

u..—uwaé--omc:. n., lehabea, moratiso. N i

Ver, n., morat, Lunch, n., lijo tse jeoang moticare, Maiden, n., moroetsana, o
Lovingness, n., ho rutcha. Lang, n., letfoafo. Maidenly, ad;. ¢ joaleka moroe-  adj. e ocang  hahs)

Low, adi., and adv,, ot high, o Lung-sickness, n., seterefe. e o oo e ctachiion, safnog bahislo.

nyenyane, e sa ﬁggw" decp, Lurch, <.r%o thikésala, Maid-servant, n,, lekhabunyane. Malieable, adj., ¢ ka lelefatsoang
Lure, v., ho gdla. Mail, n., mokotla le koloi ez ho ke ho toca. :

Malleate, v., ho otlslla ka ho tia.

- e tebileng, ¢ tlage ; humble, ¢ ko-
kobetseng ; not dear, e theko e
bonolo; soft, e tiesane; a low
voice, lentsoe le lesesane,

Low, v., ho lla ha khomy,

Low-bred, e holiselitsoeng bofutsa-

Lurid, adi., ¢ lefifi, e tfabehang.

Lurk, v., ho lalla, nanarela, ipata,

Luscious, adj., e hlabbsang.

Lust, n., takatso e khéld, ¢ mpes;
v., ho lakatsa.

Lustily, adv., ka matla, ka bonatla,

tsamaisa matife, poso.
Maim, v., ho holofatsa setho sa

'mele ; to be maimed, ho hlolofala,
gnH adj., ea pele kn boh#ls, ka

litulo ; n., matla, bohsls,
Mainland, n., lefatie (ho le khethg

Mallet, n., noto ea sefate.,

Maltreat, v., ho etsa mothd hampe,

Mammal, n., phoofolo ¢ anyesang
bana g.no:.m.

Maup, n., mothd, monna.

neng, e mekhoa e mebe,
Lower, v., to lessen, ho kokobetsa, Lustration, n., hlockiso, hlatsuo, ho lihleke-hleke),
thedsa, thedla. Lustre, o., brightness, ho khanya, Mainly, adv., hahols, bo fetisa.  Man, v., ho bta sehlopha sa bale- |
Lower, v., o be sullen, ho sosoba- | ho benya i fame, botumo, Maiataln, v., ho emisa ke matsoho,  beli ; ho matlafatsa, i
nya sefahleho; fo be Hing, ustrous, adj., e yang, ‘ o] h e ,
Lusty, adj., o matla 'meleag. mﬂ..s.“mh.u. tisa, tietlamisn, bLoloka, g&%w Bﬂms .:55?50_5 &8 ho.

ho fifala,




NVESTMENT FA :
Pretoria, please pus

Heavier capita! spending by government
may be required 1o get the long-awaited
- economic upswing undervay. So argued
ne Secretary for Staustics Tiaart du Plessis
L and Anglo Amencan aliernate direcior
Michael O'Dowd at this week’s NDMFE
Business Qutlook conference.

“It is doubtful.” asserted Du Plessis,
“whether the cconomy will revive fast
i encugh of its own accord. Some prod-

‘ sary.”
i The guestion is whether public outlays

already planned will be sufficient to get |
the economy moving. Capiial expendi-

. ture in the public sector is expected (0
increase in real terms by only 3% in 1977
1 and 5% in 1378,

Next year. capital spending by local
L authorties on housing 15 slated to jump
S by 12,6%, though real fixed mvestment

S by public corporations -will inch up by

! only 4.8%. Expenditure projections for
cther public sector bodies show enly
marginal changes.

is this enough to pull the economy out
1 of the doldrums? Much depends on

export performance. But this hus
i weakened tecently (FM August 26 and
September 23} Du Plessis concludes: ™if
exports do not come up to expectation,
then clearh it will be the 1ask of govern-
ment ontlays to pull the economy out of
the valley.”

According to O Dowd. recovery will
gei little help from the privale sector:
“Even if the recovery has begun. we will
not see any siznificant increase in invest

3 e R

ding from the government will be neces-

the private secior

ment in new - manufaciuing capacity

: before the end of next year.”

Morcover, “barring a significant re-
covery in the world econormy - . . the rate

- of investsent in non-gold mining is more

likely to fall than to nise™.

What about investment in gold min-
ing? O'Dowd does “not expect an
increase in the gold price on a sufficient
scale to bring any important new projects
which have not alveady been
announced”.

He does not mention the contribution

of the farming scctor. But current low .

prices for many of our major commodi-
tiess —- maize. sugar and wheat, for
example — do not bode well for private
mvesiment in this sphere aither.

&,
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Liberty’s
into shar

THIS country’s largest
listed life insurer and
"one of its top property
owners, the Guardian
- Liberty Life group, Is
continving to invest

heavily in South
| African securities and
properties.

It is doing so despite the
flight of foreign capital,
declining private sector
capital investment, and all
the other economic and
political problems the
country is facing.

This, it believes, is a mas-
sive vote of confidence in the
future potential of the
economy and is an attitude
which, when adopted twice
before by Iarge life insurers,
has proved one of the
decisive determinants in the
subsequent business
recoveries.

The significance of this is

also that the group’s
founder, chief executive and
guiding spirit, Donald
Gordon, has not yet been
proved wrong in his far-
sighted exploitation of in-
vestment opportunities over
the past 20 years.

An example of the group’s
investment acumen is its
controlled mutual fund,
Guardbank, the value of
which has grown by 18,03 per
cent between January 1970
and September this year
whereas the average value
of all mutual funds declined
by 28 per cent over that
period. In fact, Guardbank's
nearest rival’s value drop-
ped by 16 per cent.

"“We are putting our
money where our mouth is,”
Mr Gordon told me this
week in a rare Press inter-
view during which he ex-

lained the group’s reason-
ng behind its acquisition of

Fugit, a blue chip invest-
ment trust.

Essentially, it reflected
the group’s view that the
time was opportune to step
up its equity holdings, hence
it invested R27 2-million
through the purchase of iis
62,5 per cent controlling in-
terest in m,_.__,.m_:. first through
the acquisition earlter this

ear of 42 per cent of the

rust and the balance
through a recent stand-by of-
fer o outside shareholders.

The total outlay for Fugit
(an average of 70,1 cents a
share) represents an approx-
imate overall 27 per cent dis-
count on Fugit’s net asset
value, or R10-million,

This discount, Mr Gordon
explains, will not have a
material effect on the net ag-
set values of Guardian
Holdings or Liberty Life as
it will be primarily for the
ultimate benefit of Liberty

Digging intd shares, gilts

¢ From Page 1

swollen by the compounding
effect of prolonged high in-
terest rates, the M:Ev.m fix-
ed interest portfolio is ltkely
gtill to grow, especially after
the forthcoming Escom and
glit issues.

Market sources say this is
the second decisive killing in
fixed securites that Mr
Gordon has pulled off. The
First s.mmas.zm: long-term in-

Suby, T ( Brimimsr Toonss )

terest rates moved sharply
in the eatly 70s.

Nor, Mr Gordon tells me,
is there likely to be a signifi-
cant tailing off in the m_.ozw.m
w_.%m.._@ invesitments, which

ave swallowed up R140-
million — just over 20 per
cent of total group assets or
legs if three large leaseback
deals (which are amortised
over the term of the lease)
are categorlsed g3 finan-

(et )

cial rather than property
deals.

A substantial proportion of
its new property develop-
ments is let at economic ren-
tals some of which have § to
6 per cent annual escalations
and turnover clauses.

. “In this inflationary era
when central clty properties
can be bought at half their
replacement value, sooner
or later they must reach
their full value,” he reasons.

2fto (*¥

4_?,#4

By NIGEL BRUCE

Life policy holders.

But as Fugit will be con-
solidated in the group’s next
financial statements, its
balance sheet will show a
major upsurge in equity in-
vestment-as R60-million of
.J:Eam in Fugit’s portfolio
will increase total group as-
sets to about R700-million.

.Nor do the group’s equity
investment plans end there.
For Mr Gordon plans to
develop Fugit as a "“major
vehicle for the holding of
%.o__% ma_.sq investments"
and to this end its lHsting will
be continued.

Posgibly, therefore, he
plans to increase its
authorised capital so that
other portfolio additions
could be acquired through
equity swap arrangements,

Although in order for

27

Liberty to obtain the full
benefit of the discount
locked into Fugit's balance
sheet it would most likely
have preferred to own the
trast in toto, now that the
standby offer .is closed Mr
Gordon is happy to have
other shareholders aboard.

In fact, as they are
predominantly Liberty's life
assurance competitors
(Mutual has 11 per cent,
Southern 4 mé. cent, Legal
and General 3 per cent and
Sanlam 2 per cent), he has
every reason to be flattered
at the implied compliment
to hig investment skills.

Of course, one reagson for
the reluctance to sell could
be the expense of replacing
the shares in Fugit's port-
folio in view of their dis-
count on net asset value,

Liberty’s expanding in~
vestments are by no means

being limited to the equity .

Gordon di

€S al

gS

gilts

market. The group has also
poured Ri5-million this year
into official fixed interest.
securities (of which R30-:
million went into medium
and long-term Escom
stocks) before the recent
break in long-term interest
rates.

This represents a vast
position in gilts and semi-
gilts — it is far in excess of
the group's statutory holding
requirements,

deed, current holdings
will ._._oor after” the group's
mEES_.w requirements, at
the high' rates previously
prevailing, well into the se.
cond half of next year, Mr
Gordon tells me.

Moreover, as he expects a,
further decline in long-term
interest rates because of a
faster than usual growth in
institutional cash flows,

« To back page

Donald Gorden ...
#pytting our maone
where our mouth is."”|




TRADE F]NANCE @ ™M :cr{h{fm
Stay abroad for now

Overseas interest rates are creeping up
closer to local rates. Is it expedient yet
_for company tregsurers to switch their
_trade financing from foreign to SA
sources?
Standard Bank remarks in its Iatest
- economic review that “the gap has begun
10 narrow noticeably and higher costs of
-fmang:mg irade abroad will almost
. certainly have a direct influence on
! j‘ domestic interest rate policies by

_effectively setting a lower limit o the
¢  decline in domestic shori-terny interest
e rates”.

One foreign exchange fundi reckons

. that aronnd R 1bn of imports and exports

are currently financed from abroad. So

" it’s clear why the authorities are keen to

discourage traders from winding down

foreign credits.

On small amounts, foreign finance still
has a clear advantage. Local overdraft
rate for most firms is 13% 14%. Rates

" for 30-day dollar finance quoied by one

major bank are only 10,48%. This rises
to 10,73% for 180 day credits. And dar-
ing treasurers can save another % by

~ not taking out forward cover — a deva- .
lnation before the election is highly im- :
probable.

Even !-month Swiss francs {(on which
there is a forward cover charge of over
6%) cost only 10,85,

The gap for acceptance credits is far
narrower, though banks are often pre- )
pared to shave their handsome handling ;
fees on foreign acceptances to attract

; business.

Three-month local acceptances are
available on the money market at around )
9% (9.125% on four-month credits). But o
the all-in cost {including commissions) of

: prime acceptances is about 11%. The
‘quoted cost of six-month US dollar
acceptances on larger amounts is around
9.28%. Again it’s possible to save 1% by
not covening forward. e
_ W’s worik noting however, that only a B
small percentage of total movements can
be financed by acceptance credits. They
- are only normally granted to the biggest
and best customers and on amounts
exceeding about R25 000. And local bor-
_rowing restrictions on multinationals
may play a big part in encouraging them
to continue vsing foreign finance.

While local acceptances are not
normally used as a direct substitute for
foreign trade finance, observes the Stan-
dard Bank Review, they are indicative of
effective local borrowing costs of prime

] comparnes. 1

e — — - — _
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raised -
MR LAWRENCE Miller,
i of Lawfin of Cape
Town, says he has negotiated a
multi-national series of loans
totalling 100-million German.
marks (about R38-million) for
- one of South Africa’s puhlic sec-
tor institutions, -

He says this brings the tatal
value of foreign loans raised by
Lawfin in this ‘Year to Rag
raillion and means that Lawfin
has raised a substantial petcen-
tage of South Afriea’s’ total
foreign capital inflow for the
couniry’s public corporations.

The reported 100:million mark
loan is said to carry varying
rates of interest tied to jts
various periods. These rates are
considered favourahle for South
Afriea at the present time, Mr

Miller says; ™ .
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PRETORIA. — The Minister of
Finance, Senator Horwood, said
yesterday that South Africa
needed solutions to certain
monetary problems “and we need
them wrgently™ .

Opening the first meeting of the
commission of inquiry into the
monetary system and monetary
policy in South Africa, under the
chaimanship of Dr Gerhard de
Kock, the minister said the many
basic changes in recent years, in
both the South Affican and the
internationat monetary systems,
made the commission’s task
essential, i

The commission’s work could
be divided into three broad areas.
In the first, the money market and
interest rates, he said there was
clearly scope for further improve-
ment in the markets for Treasury
bills and other gilt-edged or semi
gilt-edged securites,

Common cause

It was also common canse, that
there were problems in the money
market on the role of trade bills,
prontissory notes and bankers’
acceptances, the National
Finance Corporation, the Land
Bank, and the smaller banks.

“Most of these problems in
turn -are either cause or effect, or
both, of certain unsatisfactory

$8MO7 features of our interest rate

structure.

“I refer. for example, to the dis-
proportion which sometimes exists
between the Treasury bill rate,
:bank rate and other money
 market rates.

“I would urge the commission
to look closely at these interest
rate problems, since they diminish

_the importance of the money
market and- resuli in an unsatis-
factory allocation of scaree funds.

“This, in tumn, contibutes to
higher costs and a lower rate of
economic growth. It also reduces
the effectiveness of monetary
policy.

“It would be a significant for-
ward step if the commission could
recommend ways and means of
eliminating these anomalies and
appropriately realigning interest
rates in the Lght of changing
conditions.” )

On the second ares, exchange
rate policies and practices, he said
it might prove desirable at a lat;r
stage to make further atjust
ments to changes in recent years
in the international monetary
system — changes which were o
be formalized n a new inter
national monetary fund agree-
ment, presumably eardy next year,

“Instead of fixed exchange
1ates, we riow have a,world, of
floating rates. These- develop-
ments have implications not only

for our balance of payments but}

RTY

also for our domestic monetary
system and policy.”

He also expected the
commission to look closely into
the pros and cons of developing 2
broader and more active foreign
exchange market in South Africa.

In the third area of the
commission’s task, monetary
policy in the broad sense, the first
and second areas would have to
be integrated and account taken
of the various inter-relationships,
such as those between the nioney
supply, interest rates apd
exchange rates,

“In the course of this inte-

gration, it is important to arrive at
a clearly defined and internafly
consistent approach to monetary
policy. Naturally, this broad
monetary strategy must also be
specifically designed for South
African conditions.”
. The minister said he would
expect the commission to inves-
tigate thoroughly the pros and
cons of measures such as bank
credit ceilings, variable cash
reserve and liguid asset require-
ments, and deposit rate controls
in the changed circumstances.

“In particular, I look forward
1o its recommendations regarding
the desirability of increased use of
the more basic techaigues of
monetary policy such as redis-
counting policy, open-market
operations, public debt manage-
ment and interest rate policy in

general.”
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THE MOUNTING of sanctions
against South Africa would
backfire, driving the whites into
the laager and aborting the
groundswell for progress which
was gathering momentum, Mr
Len Abrahamse, executive deputy
chairman of the Nedbank Group,
told London businessmen
yesterday.

Recent developments had
understandably once again
focused attention on South
Afiica’s internal policies and the

issue of whether overseas
business should continue investing
and trading with the Republic, he
told a London Chamber of
Commerce and Indusiry seminar
on “Europe and Africa — trends
and relationships™.

“The Achilles heel to what by
alt standards should be a strong
Vigorous economy is twofold:
First, the fact that economic,
social and political discrimination
is still too pervasive a feature of
our socicty and second, the

absence of any reasonable
$onstitutional rights in so far as
our fellow blacks, especially the
urban blacks are concernexd.
“However 1 am convinced that
there is a growing comnutment to
eliminate legalized discrimination
on purely racial grounds. 1o
provide greater economic
opportunity for all non-whites, to
provide for political involvement
and participation by all in the
community. But let us not
confuse a sharing of power with

Borrowing ‘will be difficult’

By NEIL BEHRMANN

LONDON. — The deputy
chairman of Nedsual, Mr Len
Abrahamse. said the latest
political developments would
make it difficult for South African
borrowers to raise money abroad
— at least in the short term.

He said that since March this
vear the Euromarkets were
becoming easier for South
African borrowers. But he now
felt there would be a “hiccup” in
the market and South Afiican
borrowers would have to hold off
temporarily.

Mr ~Abrdhamse was wamnly

- received in-a speech defivered ata
London Chamber of Commerce
and Industry seminar on Europe

LLHUSE 1T GLEECE,

LgypPT

" and Affica.

He said that any political
improvement would bolster South
Africa’s credit rating which
traditionally had been high.

On the politcal question he
said he was not defending policies
which he deplored. He said that
economic, social and political
discrimination was still pervasive
in South Afvica

He condemned the absence of
constitutional rghts for “our
fellow blacks™ and said it was
necessary (o remove
discriminatory legislation. At the
time news of Biko’s death broke
he was briefing American
financiers. on investment
opportunities in South Africa. “Tt

woudd have been far easier to
have been at home.” he said.
“Whatever he was planning to do.
the circumstances of his (Steve
Biko's) death are indefensible.”

But. he said, in spite of the
recent depressing events there has
been an important change in
South Africa. The debate in
South Africa had changed from
“why should we share political
opportunity” to “how do we
share political oppornunity™.

He stated that the only
effective white opposition was the
business community which was
doing 2 tremendous amount
through organization “to bring a
greater sense of realism to those
in political power™.

L= zo=3

of archaeology, they are not taught at

cT- et

Sanctions would backfire =

an abdication of power.

“Nevertheless, there are real
question marks overhanging
South Africa today and only the
foolish and ostrich-like would
discount the possibiity of further
disorders if the pace of change
and adaption is madegquate or
superficial, We need to regain the
goodwill of the new generation of
articulate, erudite blacks, but to
force change at a rate and o an
extent that creates chaos wonld
be equally disastrous.

“The disinvestment and/or
economic sanctions school must
recognize that any determined
atternpt to force internal change
to make a pandemonium and call
it progress would backfire. It
woutd drive the whites into the

iaager and polarize the situation.

between the whites and the blacks
who would suffer most from
any sustained boycott. It would
certainly abort the growndswel
for progress that is gathering
effective momentur”

Mr Abrahamse underlined the
strong trade ties between South
Africa and the EEC, pointing
out that Seuthern Africa’s
visibte trade deficit with the
commusity rose from 9m dollars

Liégriculturalists

-

;ilizations such as

" Abrahamse

in 1974 to 386m dollars in 1975.
South Africa was dominsnt in the
region and the 1976 figures are
expected to show an even higher
deficit in favour of Emrope.

Angola, South Africa and
Zambia accounted for 94 percent
of the trade with the EEC from
the region with South Africa
contributing about 80 percent.
The EEC’s largest individual
surplus was also with South
Africa — 647m dollars in 1975.

Southern Africa — and South
Africa — was more important to -
the EEC than many may have
thought and there was little doubt
that to date the relative
significance had increased
further.

“A passing world on the so
called EEC code of ethics. You
must forgive 2 degree of cynicism
about this self-righteous example
of selectivity, Are there codes of-
ethics for other conntries with
whom you trade =and are
conditions of black workers in
South Africa not, in fact, better
than elsewhere on the continent,
fmost of the Indian sub-continent
and parts of Latin America?”

‘e legitimate branches

present within tne :epartment of Archaeology.
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INSURANCE salesmen
sometimes blind the
publie with science when
selling insuramce, but
closer inspection reveals
- that they don’t aiways tell
all they should.

And on occasion, the op-
timistic values discussed are
just that and noi what the
policyholder will receive
_after having contributed for
‘all those years.

Too often it seems the
man-in-the-street buying a
policy is the victim of a
wonderful marketing cam-
paign. We suggest that not
only he wise up to what’s
what, but we also recom-
mend that the insurance
companies proffer more in-
formation on their products
at the cutset.

Insurance companies have
sold hiundreds of thousands
of retirement annuities in
this country over the years
but very few of the people
holding these policies know
what they are really gefting
for their money.

what they say you will get:

ILLUSTRATED
MATURITY VALUES
AFTER 30 YEARS

Quoted Hlustration assum-
ing 10% p.a. net of all ex-
penses and charges.

R
African Eagle 163 494
Guarantee Life 163 734
Legal and Generat 161 509
Liberty Life 151 738
Ned Equity 158 351
Norwich Union 148 614
Frudential 163 859
S A Mutual 156 586
Sanlam 163 700
Southern Life 159 225

The companies wvary
tremendously in what they

telt the public. some disclos-

Insurance:
Do salesmen
reveal all?

EXAMPLE: R1 000 PER ANNUM PAYABLE FOR 30 YEARS — WITHOUT tiFt COVER
HOW MUCH OF YOUR R1 000 PREMIUM IS INVESTED EXTRA EXPENSES AND FUND CHARGES
YEAR 1 SUBSEQUENT YEARS Re-allacation | Gross yield required to
Manogement Amount Maonagement Armount Managemaent d‘ﬂfsi_ﬂ? give 10% net ot
Company Expensas Investsd Expenses [nvastad fae malurity maturity
R R R R )
Adrican 1 000,60 NIl NIL 1 000.00 0.2% per month on NIL 12.7%
Eegle ...... Guarantesd net valve of portfolio
Guarontee 986,22 13.78 nIL 1.000.60 5 4Bths of 1% per NI T1.4%
Life Guoranteed month on nat value of
portialia
Legal and &0.45 939,55 &0.45 939.55 NiIL 509 of fund volue 11 4%,
General .. . Guaranteed Guoronteed
Liberty 161.40 838.60 151,40 838.60 1 24th of 1% per NiL Property ' BS%
Lle ... .. Guoranteed Guaranteed menth on Fund Vaive Equity 17 2%
Ned 12484 875.18 12484 87518 1 24th of 1% per NIL Moz 11 7% =
Equity ..... Cuoramaed month on morket volue M 10.5%
ef Fond 4+ 10% of Con reduce throug™ other
lgross interast + din- surpluses greing
dend income but no
chorge on capital ap-
precighon
Morwich 663 16 33564 Year 2 3315 64 1 241h of 1% perf 5% of ollocchon 1082
Union Guurovteed 663.36 month on copite! volue price of umts
Years 310 907.57 of Fund
02 43
Yeqrs 131.30 958 74
4128 Gugrontesd
Prudenticl 94,42 905.58 94,42 205 58 T Vath of 1% per L 30.83%
Guaranteed Guorgnteed  Fraonth on morket value Lncertain estimate
of fund beccute 80 nol reveai ex-
pense chorges)
Mutyot Neot quoted Mot quoted Mot quoted No* gquoted 506 of conrmbutions NIt 10 0%
or guorantesd for guaranteed ar guoran- less Paol. fee bl into Ungertgin estimple
teed cuoted valves because do not reveai ex-
pensesharges
Sanlam 95.30 204,70 95.30 904,70 ! 54tk of 1% per NIL 10.2%
Nat gurcntesd Mot guoranteed § month of Fund volue
Sauth w2000 880,00 120.00 _880.00  JO5% per onnum on NIL

wse |

PENELOPE
GRACIE

ferences are quite com- -
siderable.

From the table can beseen -
that other factors affect the
gross yield required to give
10% net at maturity. Factors -
such as the management fee
levied against the value of :
the fund (the company -
makes a charge for its fund °
management activities, the
buying and selling of shares |
and property for imstance)
and the realisation charge
made in the event of a claim
— death, paid up value or -
mafurity — arising. :

Only two of the com-*
panies, Legal and General
and Liberty Life, make a
charge for shareholders’ in- *
terest. (Legal and General
also charges, as does’
Norwich Unien, as the
mutual funds do, an in-
clusive a 5% differential
between buying and selling

prices.)

The table illustrates that
to achieve a net 10% a year,
the companies have to earn
a gross yield that varies
between 12,7% and 10%.

To achieve that net 10%
for policyholders, African
Eagle for instance has to

earn a 12,7% gross yield on
its investment and its per-
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ing a great deal, some a poor

minirAum.

We have looked at an ex-
ample. in a special Sunday
Express survey, of a R1 000
a year retirement annuity,
without life cover, payable
over 30 years. The study
reveals how differently the
companies approach the
task.

We have for the purposes
of this exercise assumed
that the portion of the R1 000
premizm that is invested
each year grows at 0% pa
net of all expenses and fund
charges.

~ We have taken policies
marketed by 10 of Souih
Africa’s larger insprers and
nsed information that is not
always available te the
public.
- "It is perfectly reasonable
to expect the insurance conl-
panies to charge a fee for

ili‘fe

1 Laugronteed 1
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managing your money over
a 30 year period. But the
amounts of the R1000
premium policyholders ac-
tnally have invested on their
behaif vary from nothing in
the first year to R939,55.

Incredible as this seemns it
highlights the varying ap-
proaches of the companies.
Do you know what portion of
the R1 000 is invested in your
policy? Is the investible por-
tion of your premium

teed and if so when
will it be invested on your
behalf?

It can be seen that some
companies, specifically
African Eagle, Guaranfee
Life and Norwich Union take
far more of the premium for
their expenses in the first

Larger companies
contaln expenses

AN examination of the
operating costs of the
various insurance Ccom-
panies shows that the older,
larger companies are
~ benefiting from economies
of scale and years of ex-

ence.

They seem to succeed in
containing their expenses
relatively well. The smaller,
. newer companies are not as
. successfal in holding down
. costs. This is to be expected

as an insurance company’s

biggest costs are registered

in the first few years of a

policy.

So. if the greater portion
. of your business is new
business. your costs must be
_ relatively higher.
! However it is interesting
to ezamine these ratios over
the past three years. The ex-
_ penses are nol exclusively
those related to relirement
annuities (the companies do
.. niot isolate these especially)
but for expenses to the com-
pany in and encornpass costs
) incurred when writing life.
1 general pension and retire-
ment business.
It iz alen interesting o

oote that if is the larger,
older companies that have
the lower cost structure and
it also those companies
whiech do mnot offer
policyholders a wide range
of investment portfolios to
choose from.

1t could be that their ex-
perience has shown that hav-
ing one managed portfolio is
cheaper and just as effective
as a rash of specialist port-
folios.

HOW THE INSURERS
cOsTS HAVE MOVED
IN THE LAST THREE
YEARS
(Ratio of operafing cosis
to premium income)

1974 1975 1976

African

Eagle .... 312 322 3312

Guarantee

tife ...... 231 4990 54,13

Legol &

General .. 318 339 344

Liberty

Lfe ....-- 259 288 26,35

NedEguity 220 537 4329

Nerwich .. 236 232 28.5

prudential . 19.% 200 180

Mutue! ... 197 21.3 19,19

Sanlam ... 190 20,7 17.68
246 229 7785

Sauthern .

R T

+ Actual Return for Ned Equity dependent on Mad Profits which inciude invesiment returns, ond other surpluses resulting from better thon

s for policyholders benefit

anticipated control over exp

TO mateh a net 10% ap-
preciation each year,
most companies have to
achieve a gross yield far
in excess of 10%. Some
even have to heat 12%
per annum.

year than in later years. The
majority like Legal and
General. Liberty Life, Ned
Equity, Prudential. and
Southern Life guarantee the
investible premium and a
tevel amount to be deducted
from the premium each

year.

The Mutual and Sanlam do
not bother to tell
policyholders what percen-
fage of their premium is al-
located for investment and
what percentage is absorbed
in management costs.

Theo Hartwig the joint ac-
fuary at Old Mutual eom-
ments: “‘Our projections are
based on our current ex-
pense deductions and there
are no further charges. We
have no reason to expect an
increase in charges.”

However as the expense
deductions vary so widely
from R60.45 to R1000.00 in

the first year it is reasonable

to assurne that some comn-
panies are themselves sub-
sidising the cost of running
the fund in the first year
while others are trying to
cover their costs in year one.
(In some instances the
policyholder will be jeopar-
dised by having his invest-
ment term reduced by one
ydar — the investible
amount will not be invested
for 30 years but for 29.)

We believe that it is im-
portant for the policyholder
to have a guarantee that the
deductions for expenses on
his preminm will not rise in
the future. and so reduce his
investible portion. We also
do not share the Mutual's
confidence that current

.operating costs will be con-

tained in the future.

The policvholder. if he is

T T B

not told when discussing
retirement annuities, should
ask what proportion of his
premium Is to be invested
every year.

Inierestingly only two of
the mutual companies, SA
Mutual and Saniam, fail to
guarantee the amount of the
premium to be allocated to
investment.

Our researches: have

roduced an allocation
amotmt for Sanlam alfhough
the company ifself declares:
“We have no fixedinvest-
ment allocation amount.
Deductions from gross
premium for expenses and
where applicable, mot mor-
tality, can be varied.

ARE you, the man-in-the-
street better off with an in-
surance corapany that offers
one managed portfolic or

“According to our ex-
perience, mortality deduc-
tions also change over the
duration of the policy which
makes disclosure imprac-
ticable.”

For each company one can
take this amount of the
premium allocated to invest-
ment, net of all expenses and
fund charges, and calculate
its maturity value at a 16%
growth rate a year.

Because the companies’
expenses and charges vary
<o nmuch, as we have seen, it
stands to reason the gross
yields required to give the
policyholder a net 0% a
year. as illustrated. must
also vary. And the dif-

AVAILABLE METHODS OF FUNDING

ter than s nearesi rival.

So hefore taking out a
retiremant annuity policy it
is important for the man-in-
the-street to look at not only
the company’s historicai
performance in the invest-
ment field, but also to find |
out what charges the com-
pany will make.

These charges are quite
legitimate but as we have
pointed out, not all of them
are guaranteed and not afl -
prospective retiremeni an-
nuity purchasers enquire as
to what charges will be
made against their R1000
premium in the 30 year
ferm.

it is most impertant fo es-
tablish these for it is only the
net investible amount that
will earn future growth.

INVESTMENT LINKED RETIREMENT
ANNUITIES

Type of investment pe oiio
it

gives you a range of Name Man- Pro- LG
policies? The insurance in- of aged perty Equity edged Cash
dustry offers the public a Company Fund Fund Fund Fund Fund Fund
variety of retirement ao-  African 200! Yes v
P b es Yes Yes Yes
nuity policies. Eagle Series
m ve o erat in-
veségmeenl:afu;dni:gwegich you E_l;:rantee Topaz Yes Yes Yes Yes Yes
. ¥
can invest, others have a
variety and_you ean choose Legal & H.P. Yes No No No No
the type of investment port- General
folio you believe is best . :
siited to your needs. tilge‘-’ﬂy viP No  Yes Yes VYes No
Here we list the ins e Ned Nedsave& Yes N N
companies and the type of . easayv 0 ] No No
5 Equity Distributer
portfolie they offer. Series
Next week we will earry . .
views from the compamies  HjoreAch Libra Yes Yes No Yes Ne
on whether a ‘balanced’ nien
portiolio is better than a Prudentia! Prubond Yes No No No No
specialist, for instance pure
property, portfolio. S.A. Perfor- Yes Yes No No No
Mutuat rmance
What do you, as the payer Profits
of the premium, think?
Write to us: Business Ex-  Sanfam 100 plus Yes No No Ne  No
press, P O Box 1067, Joban- .
sguthern  With No Yes Yes NoO No
nesburg 2000. Life Gain .

eis a guarantee at maturity vital in a retire

ment annuity policy faken out

with a well-estabiished insurance company? Next week we continue o

ook at retirement annuities and discuss

the policyholder of terminating a policy.

this issue — as well as the cost o

e i




Plunge

THE PLUMMETING of
long-term interest rates has
tniost likely been brought to
an abrupt hait by the ap-
nouncement this week of the
0,25 per cent citt in the gilt
rate from 11 per cent to 10,75
JJer cent. .
Although there is still a
considerable weight of in-
stitutional funds, com-
g:mnded by earnings from
igh interest rates over a
number of yegrs, seeking in-

ment outlets open to them,
there are other factors likely

to hali the {rend.
The first is that the yield

" on long gilts and semi gilts,

as seen in the 11,75 per cent
Escom has paid for its R50-
milion of new long-term
money, is very close to the
11,8 per cenf annual rate of
increase’ in the consumer
price infdex in the second
-quarter of this year.

The second is that if long-
term rafes decline any
further, invesfors will he
temptied to swing an increas-
ing amount of assets into the
short end of ihe market,

which in turn will accelerate ..

the reduction in short-ferm
l‘ates. ab T

[

in interest

vestments and few invest-

-'férest in

By NIGEL BRUCE

If the avthorities allowed.

this to happen, local traders
would be encouraged to
switch their trade finance
from foreign sources to
domestic facilities and delay
repatriation of foreign earn-
ings so ds to take advantage
of higher short-term returns
abroad.

The net effect of a conse-
quent lag in incoming pay-
ments and aeccelerated
repayment of oufgoing trade
facilities, would drain
scarce foreign liquidity out
of the country and create
again a balance of payments
problem.

The likelihood of this hap-
pening has been heighfened
by a rising trend in short-
term interest rates abroad.

The third is that although
Excheguer receipis from of-
ficial loams are well up,
receipts from tazes are lag-
ging, hence the Treas

cash requirement.

A further decline in the !
long-term pattern could ;

‘mean that  investors’ in-
gilts is choked off,

rates may be over ==

especially as many institu-
tions stecked their portfolios
ahead of the fall in the rates,
to meet future statutory in-
vestment requirements.
Indeed, some bankers
believe that the Treasury
wonld have been wise not to

have cut the gilt rate by a !

full 6,25 percent, which
would mest likely have
meant a subseription con-

siderably higher than is now
ted

ected.
This would have meant the

Exchequer being generously ;

funded on loan account weil
into the next fiscal year

when fax receipts- could ;

again be lagging, especially :

in view of the gloomy Inter-
national Moretary Fund ex-

peciations of a decline in .

world trading.

Finally, there is still a con-
siderable pent up demand
for capital which should ac-
celerate slowly now that
signs of tentative economic
growth can-be seen again.

still most likely has a met’
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Kruger purge hits
SA’s borrowing power

LONDON. — The
political clampdown
by the Minisfer of
Justice, Jimmy
Kruger, this week is
regarded as a setback
for South African bor-
rowers on overseas
markets, after the
slight improvement in
the past few months.

American and European
bankers refused to be quoted
because of the sensitivity of
the developments. Bui the
overall sentiment is that it
will be more difficult to
raise funds abroad — at
least temporarily.

One American banker
said: ““The general senti-
ment is much worse. Those
who were toying with the
idea of leading to South
Africa are now likely o step
on to the sidelines. Others
who have refused to lend for
some time will, of course,

tbe]icave that their suspicions

* have been confirmed.”

Another banker said that
ressure groups against
ending to South Africa
would Intensify their efforts
to harass international
banks involved with South
Africa. '

At a London Chamber of
Commerce and Industry
seminar on Kurope and
Africa, industrialists
remarked that the banning
orders were a great pity.

The repressive Imeasures
of the South African Govern-
ment would hardly assure
long-term stability and
would therefore militate
against investment in the

region.
At the cenference, Len
Abrahamse, deputy

chairman of NedSual,
basically agreed with senti-
ments of ofher bankers. He
told me that the Buromarket
attitude to South African

By NEIL BEHRMANN

borrowers had improved
since March and he had felt
that it could be a good time
to go to market — there
were some projects in the
pipeline.

But, with the banning
orders, he felt there would
not be a “‘hiccup” in the
market and that, for the
time being, South African
harrowers should hold off. If
they obtained finance, it
would probably be expen-
sive.

Current talk in the
market, for example, is that
a South African Government
guaranteed borrower is
negotiatin% a three-year
Eurcdollar ioan at 1,875 per
cent above the London
Interbank offered rate of 7 {o
7,25 per cent.

* With commissions and
front-end costs, the market
is talking of an effective rate
of 2,5 per cent above Libor
{London Interbank Borrow-
ing Rate). This is expensive
financing, fo say the least,
and is higher than the recent
loans to Malawi and other
developing nations.

There have alse been
short-term Interbank loans
on a siz-month basis, quietly
carried ocut by some
American banks. This short-
term ‘‘hot’’ money has
flowed into the couniry.

It is evident that South
Africa continues to obtain
funds from abroad. But the
problem is that it is in the
form of trage finance and
short-term loans al exzpen-
sive rates. Project finance is

aiso there, because once the
project is under way, the
fender receives payment.
These deals are with private
concerns. :

But the situation is un-
healthy as short-term loans
must soon be repaid and
some time in the future it
might be difficult to roil
over the borrowings.

1t is thus hardly surprising
to find that foreigm bankers
are stressimg that South
Africa must liberalise its
policies, They are worried
about future stahility and
feel that the actions of the
Government may create
problems at a later stage.

The importance of black
Africa’s relations with the
EEC must also not be un-
derestimated. At the Europe
and Africa conference,
Claude Cheysson, Commis-
sioner for Development and
Co-operation at the EEC,
emphasised the growing

trade between Europe and
Africa.

He also affirmed that the
EEC had been giving aid to
Botswana, Lesotho and
Swaziland. The overaill mes-
sage from the conference is
that Europe wants stability
in Africa, not only en moral
grounds, but because of
growing markets and the
raw materials which come
from the area.

Despite the embarrass-
ment over the banning
orders. Mr Abrahamse was
warmly received by a large
audience of industrialists,
bankers and European of-
ficials.

It was quite evident that
the audience was not against
South Africa and South
Africans. Instead, with the
exception of a few right-
wingers, the audience ex-
pressed abhorrence of
apartheid and the Govern-
ment’s actions this week.




> gets loan

a3l
.3 ~ Business Times Reporter 93f£9] .
“THE SABC was able recently to obtain an additional foreign
fank loan when renewing a ene-year foreign facility.
. .:Neither the new money nor the facility renewed are
“believed to be very large. _
.. The deal was arranged by a tocal--merchant bank, &
“§pokesman for which says the lender stipulated as a condi-
tion- of the loan no details be. publicised. -
- :Mr G.A. de Bruyn, adainistration chief of the SABC, would
- not.comment on the loan, its cost or the amounts ifvoived.
-According to its latest annual report, the corporation has

¥

‘R72-million outstanding in foreign loans. =

— = . - T - —_— /T %
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S.A. will reach capital
~ target, says Minister

JOHANNESBURG — The Minister of Binance,

*‘Senator Owen Horwood said capital‘inflow this
- year might not be as high as it was two or three
_years ago, but he was confident that the country
would attain the capital target set in the current
. Budget., [

~:The Minister was speak-
ing'to'd luncheon mecting of
the Ainerican Businessmen’s
Clab. He said that in the last _
féw.‘guonths there had been
indications that ‘the senti-
ment in the international
capital inarket had movedin.
South ‘Africa’s favour, - ~ -

“Thus, for exam e, ;the
discount on secufity‘rands. H
declined and the prices of #
South - ‘African publie*secto;
securities on-foreign markel

improved relatively to thosé
of other comparablg
securities, S

“Nevertheless, we. must

~ accept that, due to the (quite
mistaken) view held in some .

quariers abroad that South

Africa is threatened by

political instability, it will

. probably be difficult for the

time being for. the Govern-

ment_or other public:sector

- bodies to raise loans abroad:

* for periods longer thian 3 to:

|3 e
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confident on capltal.

THE - MINISTER of ce,
Senator Horwood, said ‘yester-
day that capital inflow this year
might not be as high as it was
two ar three years ago, but he
was ‘confident South Africa
would feach the capital target
set in-the budget.

He told a luncheon meeting of
the American Businessmen's

club in Johannesburg that in the,

past few-months there had been
indications that sentirnent in the
international capital market
had motved in South Africa’s
favour.

“Thus, for example, the dis-

count on secunty rands declined -

and the prices of South African

public: sector securities on

foreign-markets improved

relatively to those of ofher com-

parable securities.

) “B;Ievertheless, we must ae-
t>that, due to the quite mis-

instability;"it will prebably be
diffienlt: for'the time being for
the - Goverfifent or other public
sector ‘bodies to raise loans
abroad for.periods longer thanm
three to. five years.

“Export eredits will remain
available to South Afriean im-
perters. . -

* have'no doubt that, when
deemed ‘necessary, we shall
also be able to raise additional
capital in the form of sym-
dicated bank leans. While I do

not expect that the capltal in- -

flow this year will approximate
the large inflows of two orvthree

years ago, I am confident that
we shall attain our eapital
target set in the current
hudget.”

He said he would make a
staternent in the *pear future”
on the moderate stimulation of
South Africa’s economy on a
selective basis. .

. A moderate stimulation of the
economy at this stage would
strengthen and nof weaken the
capital aceount of the balance of
payments, Ai the same time, it
would exert an expansionary in-
fluence on ihe Treasury s

_ revenue fram direct and m-

direct tazes.

“At my request senior. of-
ficials of my department and of
other departments concerned
have made an intensive study of
the position and have now
reported to me. Iintend to make
a statement in this regard in the
near future.”

Senator Horwood said that on
his recent overseas visit,
varicus -rmeetings and discus-
sions had served to confirm that
the conservative monetary and
fiscal policies Senth Africa
adopted had been essential for
its ecomemic well-being, and
had been the mainspring of the
dramatic change in the durrent
account of the balance of pay-
ments.

A defieit, at a seasonally ad-
justed annual rate, of R2529-
million in the first guarter of
1976, had been transformed o a
seasoually adjusted annual sur-
‘plus ‘of Ri 277-million in the se-
‘cond ‘quarter of 1977.

"’ “The Government, however,
fully realises the importance of
long-term sound economic
growth in all sectors of the
ecgnomy, especiaily against the
bagkground of a rapidly growing
population and the need io
i credte job opportunities for the

increédsing number of workers
who'enfer, the Iabour market an-
aally oy
'Furth rmore, conditions
fiave now changed to such anez-
fent thaf a shift in policy
‘emphasis”— from réstraining
‘investment and consumption fo

the

SO econonuc growth — has
become desirable.”

“toclin] -the

4to be’ counter-pmduchve i
| . We have demnonstrated: rated- that

-?: Althoughth Govgmmgnthad-

Acla

we have our current accatmnt un-
der control, It is now important
that we also prove that our
economy has the resilience and
the potential -to ensure an in-
creasing stapddrd of living to all
the peoples of South Africa. We
must exhibit”faith and con-
fidence in the future and: growth
potential of our économy.

“We must continue to can-
vince foreign mvestors that
there are profitable investmient
opportunities in South.-Africd
because we welcome- forelgn
participation, accordmg to well-
tried and sound economie prin-
ciples in the development of the
economy.’

A shift in policy e.mphas1s did
not mean that South Africa ;
could now embark on a spending
SpEEe.

“Our rotto remaing financial
discipline. But we should also
avoid ‘overkilling’ the economy.

“Qur policy must therefore be
directed towards attaining ap-
propriate increases in real in-
vestment and the money supply
— not too much, but also not too
little. It is a question of balance.

“Apart from possible adjust-
ments in the monetary and
fiscal policy, I believe thereisza
case to stimulate an a selective.
basis certain forms of economic
getivity whieh are labour-
intensive and which have a low
direct import content.”

“The IMF c¢lassifiés” South
Africa with couniries like
Australia, New Zealand,
Finland, Greece Iceland, Por-
tugal, Spain, Turkey, and
Yugoslavia as ‘more developed
primary producing .countiies’;
to distinguish them 'on:the one
band from industrial: countries
and on the other hand imm
developmg countnes

“In .this specral category
South  Africa .was a-star: per-
former. ‘Alfhough our :rate-of
economic’ growth during - the
past year was lower. than ihe
average, ouI; rate of vinflation
and balancevf paymenis were
conmderahly better than

The' d:amatlc tm'nabuut in the

curfent. accnunt of: balauce e
, Conts ;

resilt of fiseal andi
monetary ;;dlscaplme ‘had . net
gotie unnoticed |m ﬁnanmal cn‘-
- Sapa :
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F:nance ‘Reporter. -

.QMERICAN bankers are
not - decreasmg their

_guotasiof cash for South
Africa says Gerry Muller,
chief : executive of the -
Nedbank : group.

However, says Muller,

-they, are not likely fo in-

- crease’their quotas either
because of pressure from
boards, of d:lrectors and
-churches’

And funds for nermal
.eammeraal fransactions

" are*f3irly easily obtain-

-able. at very close to the
goinigiinterest rates. The
only: problem . was that

" these-funds were ‘mustly

shott term. .
lntere‘si

. Money for offlclal pro-
JECtS was :also _available,
but m most eases the
. linterest rate was pitched
above the going: rafes.

Mu}ler alsg said that:
while ::the rand was’
weakenmg: along - with'
the  dollar, -if avould be-
unmse for ‘Seuth- Africa
to. revalie in order %o
mginfain: the-rate -of ex-
-change .with other “cur-
rencies: ®sit would mean
a devalnation. when' the.
dellar regazned iis
streagth.

Nedbank has anneurnce-
ed that profits for the
¥year ‘to September. 30,
1977 have increased to
R31 59-m11110n, am im-
cledse “of 11,4 percent.
‘This- brings earnings per
share from 33 cents. in.
1976, to 36,7 .cenis and
dmxdends from: . 165
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BLACK ROLE

A committee under the
chairmanship of Sam Mot
suenvane, Presidem of the
National African Federated
Chamher of Commerce, has
decided that the Black man's
share i the cconomy and
the problems of Black
husinessmen in urhan aseas
(and in the homeliands) needs
further study.

ASSOCOM. the AHI and
BENBO are all involved. Ac-
cordingly. o pet certain
hasic information, the
Burean of Market Research
has been asked to undertake
a study on the attitudes of
Blacks towards Black
businesses, and on the role
on the Black man in the
South African economy.

The Small Business Ad-

Lomuacs Feb %

visory Bureau has also been
asked 10 make a study of the
problems of the Black
businessman in South Africa,
It is hoped that these studies
will be finalised by mid-year.
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B MEGLW. MILLS asked the M
.7 ter: of Foreigr"Affairs; R

© What was the ambint of Ronih Adridy
aid to “Africdn states during cach 16
from 1965 to 1973, - ..~

T Y The NURISTER
FAIRS (Reply
of ,_Haus_e)
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Blocked rands Q/,f;aﬂ

Johnn Gerard Carter, Kenilworth:

In your footnote to a reader’s letter
(FM February 7) you wrote: “The
blocked rand discount reflects more |

* - than what outsiders think of the official |

exchange rate and the country’s political
risks. It also, for instance, refiects fluc-
tuations in the UK investment dollar
premium.” In effect, you referred to the
problem and then left your readers high

* and dry by doing nothing to explain it.

Many questions come to my mind.

1 For instance, do +he London stock !

market prices of SA shares represent the
amount the seller in Britain gets (less
jobber’s turn and brokerage) or has the ‘
investment dollar premium to be
deducted?

Then again, what is the position of a
prospective immigrant to SA who
transfers his sterling capital by buying
SA shares on the London market and
bringing them with him to SA? Does he
have to pay. the investment dollar pre-
mium, and if so, can he get it refunded?

If a SA resident, wishing to take up
residence in Britain, buys, for example,
De Beers shares on the Johannesburg
Stock Exchange and, on arrival in Bri-
tain, he sells these shares on the London
Stock Exchange, what then would be his
position with regard to the investment
dollar premium?

FM will shortly publish an article on
blocked rands. The answers to your que-
Stions are as _follows:

.+ ® London prices include the investment
%| currency prefminm so a non-resident aof
“{ the UK has to deduct the premium;

‘1 ® A prospective immigrant would be

o e KL e, w1

best advised to establish residence in SA
and then o transfer his capital, buying
ex-premium in London and sefling in
Johannesburg. This creates blocked
rands which the Reserve Bank will in
such cases allow to be released;

® A SA resident moving to the UK is

éﬁﬁtled to retain the premium if he

of the UK for a period of two years from
arrival in the UK. P

holds=shares acquired as a non-resident " -
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\._ Foreign loans repaid

*32. Mr. T. ARONSON asked the Minis-
ler of Finance:

What amount of forcign loans was re-
paid by (a) semi-slate corporations and
(b} the South African Government during
the financial year 1973-"74.
iThe MINISTER OF FINANCE:

(a) R135554120.

(b) RI133 307256,



HARISARD D Q- cohum~ 2271-20¢
AN %Mﬂ 197S .

", Forelgn loans: Negotiafions conducted/
coneludedfamennt requived

33, Mr. T. ARONSON asked the Mins-
ter of Finance:

(1) Whether negotiations in respect of
foreign loans arc being conducted at
present;

(2} (a) what loans have been successfully
concluded in the last six months and
(b} on what terms were they con-
cluded;

3} what amount in foreicn loans is
required over the next !2 monihs.

The MINISTER OF FINANCE -
(I} Yes.
(2) {a) and (b):

(i} A revolving credit loan for
an amount of 100 million
at am interest of 06259,

above the Londen Iater-
bank Offered Rate.

(i) A revolving credit foan for
an amount of $35 million
for a perod of 3 yeams
which will then be con-
verted into a loan for a
term of 7 years at an inte-
rest rate of 0625% and
0.75% above the London
interbank  Offered Rate
during the first 3 years and
the final 7 years, respec
fively.

Gii) A loan of 50 million
Deutsche RMark at 10.75%
pef annum for 3 months
with the possibility of re
newal from time fo time.

(3) The amount required will depend
upon the needs of the Exchequer and
the developments in the balance of
pavmenis and gold and foreign ex-
change reserves of South Africe.

-
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South African fnvestment in Mozambiquef
. -Angola/i ecotho/Botswams/MalawifSouth
b Vest Africa

20, pMr. T. ARONSON ashed the Mins-
- ter of Finance:

Wh o astimget, Sesh Afano

2 TUEI TSR i [N

Wivia, o, Touen

Waiawt shd (i SOUi Wisi o

fThe MINISTER OF FINANCE:

It is the intention of the Rescrve Bank
to publish the finad results of the census
of foreign transaclions, usscls and linbili-
tics of the Republic—referred to in the
weply to a similar question during the
previous  session of Parliument—in its
September 19735 Quarterly Bulletin, Pro-
visional resulis, whizh will not be made
public, will only hecome available in the
second quarler of 1975.

Scparate slatistics are not available for
South West Africa.
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In their desperate scramble for-foreign funds, public corporations are damaging their own
interests. Only a list of economic priorities is likely to improve matters

On Tuesday, public corporation finan-
cial managers pot together with the
Department of Finance to thrash out a
problem that is causing some painful
headaches both here and abroad. The
problem is the corporations’ increas-
ingly un-co-ordinated approaches to
international capital markets.

The meeting came not a moment too
soon. A sizeable chunk of the cash
needed to finance projects like Sasol 2,
Sishen-Saldanha, Escom’s Matla,
Duvha and Koeberg power stations,
Railways’ expansion programme and
SABC-TV (to name only a few) will
have to be raised zbroad. But, in their
eagerness to find funds, the corporations
are falling over each other’s feet.

The present impasse has several
causes:
® Lack of co-ordination in the corpora-
tions’ borrowing schedules. The latest
incident occurred a month or two ago.
At the same time as Iscor’s bankers
were canvassing subscribers, who
should pop up without warning in the
same market but the SAR&H.

Railways had pitched its margin
higher than Iscor with the resnit that
Iscor had to raise its price and lose face.
Clearly it was more difficult for both
organisations to raise their money
simultaneously than it would have been
if one had waited a while;
® The current over-exposure of Scuth
African borrowers in overseas markets,
particularly in the Eurocurrency sector.
American banks, for instance, have
statutory limits beyond which they may
not lend to any one foreign borrower.
Scveral are close to these limits in

. respect of loans to SA bodies.
® Some foreign bankers complain that
certain public corporations are in the
“habit of approaching several banks
simultaneously to manage their loans. It
is usually not long before a bank gets to
hear that it is not the only one compet-
ing for the borrower’s favours;
® Political-factors do not help matters.
SA’s borrowing potential must inevita-
bly be smaller than that of countries
which are more widely acceptable politi-

cally. While it is true that one or w8

recent loans saw the first participation

of several American banks in loans to

Financigl Mail

SA institutions, some of them asked for
their identities to be kept secret. And, at
the request of foreign banks, Iscor
refuses to divulge the extent of its
foreign borrowings last year.

The parties and amounts involved in

" foreign borrowing give some idea of the

importance to SA of foreign sources of
capital. Largest borrowers to date have
been Iscor, Escom, SAR&H, the Post
Office, IDC, SABC and of course, the
centrat government, which borrows both
for itself and on behalf of several other
bodies including the Efranium Enrich-
ment Corporation, as well as the Rail-
ways and Post Office.

Johannesburg is so far the only
municipality to have gone abroad for
funds, though others such as Cape
Town and Pretoria would like to if
government would let them.

Several companies, including Anglo
American, SA Breweries and De Beers
bave floated foreign loans but the sum
of their borrowings has been relatively
small in comparison with those of the
public sector.

The extent of SA’s forays into foreign
capital markets car be judged from the
record R459m of long-term loans raised
abroad last year by public corporations
and from the estimate that about
R500m will be raised by all SA bor-
rowers this year.

We rank among the top ten bor-
rowers in the world’s capital markets
and in some of them among the top five.

Iscor (which places a loan almost
every month) is the largest borrower and
is expected to raise around R150m this

vear. :

An example of the steep jump in
foreign borrowing requirements is Rail-
ways’ record. In the year ended March
31, despite the virtual collapse of capital

markets last year, it borrowed R108m ~

abroad as against R82m the previous
year and R$8m in 1972-73. This year,
Railways hopes to find R157m, exclad-
ing credits for aircraft purchases.

Despite all this activity for perhaps
becaunse of it), co-ordination of foreign
borrowing operations is haphazard.
Once a year, corporations notify the
Department of Finance of their approxi-
mate requirements during the next 12
months, but after that it is a case of each
man for himself. The result: snarl-ups
similar to the recent Iscor/SAR incident.

Some borrowers are more. careful
than others to ensure that the market
will be receptive to their approaches.
Escom for one always checks with
Finance to make sure no other SA bor-
rower is likely to tread on its toes.

Two years ago, Pretoria tried to form
a “queune” of borrowers for forcign
loans. The idea was to compile a loan
programme similar to that for the local
capital market where prospective bor-
rowers looking for more than Rim

come to the market in an order deter-

mined by the Department of Finance.

Problems arose almost immediately
with the queue for foreign loans, mainly iy
because of sharper and more frequent "
fluctuations in foreign market condi- -

tions. The first borrower in the queus,

Iscor, took a full three months to raise * .
its money, thereby disrupting the others’ -

Whose project comes firsit?

207
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How do the world’s capital markets

received some views from a special/
correspondent in London:

South Africans may think of them-
selves as riding the wave of a gold
boom and heading towards better

- relations with their neighbours, but
the international capital market
remains stonily unimpressed,

. The premiums demanded of even
the biggest and most creditworthy
South African borrowers tell their
own story and the comments of inter-
national bankers in London confirm
that SA may find it difficult to
finance, in international markets, the
ambitious infrastructural investments
now being contemplated.

In the past year, there has been
only one South African international
bond issue, a $15m flotation made
for Escom in March 1974, which has
recently been yielding an uncomfor-
tably high 10,65% on its average life.

regard SA borrowers? The FM has .

A VIEW FROM LONDON

All but three of the 28 South
African international bond issues
currently quoted in London are yield-
ing well above 10% on average life.
nine are yielding above 11% and four
above 12%.

This compares with yields of
around 8% on the issues of a country
like Denmark (not exactly the best
borrower in the world} or even 10%
on those of British nationalised indu-
stries.

Nor is this all; 16 of South Africa’s
internationally quoted bond issues
are denominated in the appreciating
D-mark, which imposes an additionat
cost on the borrower, four are in
units of account and only 8 are in
dollars, which favour the borrower.

South African dollar issues are
particularly difficult to make because
a large part of all international dollar

-bonds are placed through Swiss
banks who are ready erough to trade
South African gold, but hypersensi-

tive when it comes to placing South
African paper.

Political pressure is being exerted
on international banks by religious
bodies, notably the Methodists in Bri-
tain and the Dutch Reformed Church
in the Netherlands.

This kind of pressure can be cir-
cumvenied to some extent by placing
debt directly with banks rather than-
by issuing boids which banks then
have to place with.investors.

Last August Fscom managed a
$35m floanng rate placement and
this March another for $30m, but the
cost has gone up, from 1% over the
inter-bank rate last August to
1,625% above on the latest issue.

At least some bankers believe
that a South Alfrican international
bond issue might presentlv be possi-
ble only at a “distress”™ rate and,
because of the bad advertisement that
this would .represent., have advised |
agamst trying for the time being.

loan schedules.

There are other possible solutions.
One would be for the corporations to
borrow léss frequently in larger
amounts. .

Another would be for the Treasury to
borrow for everyone. But then the cor-
porations would lose the advantages
that spring from diversity; at present
each borrower has its own team of
banks, each with its own resources. In
addition, some borrowers can get better
terms than others, sometimes even bei-
ter than the central government.

Government is making its contribu-
tion towards solving some of the prob-

lems. Last year, central government
only borrowed R212m abroad out of
the R334m originally provided for. And
this year, Senator Horwood has
budgeted for a foreign loan requirement
totalling R309m, of which only R 140m
will be new loans. Main reason for the
decrease is 10 make way for other bor-
rowers, particularly public corporations.

But it was agreed at Tuesday’s meet-
ing merely to provide fuller information
to government on the timing and
amount of each corporation’s borrow-
ing. The Department of Finance will act
as a sort of clearing house in the hope
that, by keeping abreast of each other’s

activities, borrowers will not tread on
cach other’s toes. And the Reserve Bank
will in future co-ordinate all approaches
by foreign lenders. )

It is doubtful whether such a-loose

system of control will work, however,

without some determination of indivi- 3

dual project pricrities, Afier atl, if
market conditions were favourable,
which treasurer would meekiy delay his
loan while others got the money they
needed?

Only by setting prioritics for the
projects themselves will government
manage to bring order to the raising of
funds to finance them.
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N\ Blocked rand

*$. Mr. H. H. SCHWARZ asked the
Minister of Finance -

{I) For what purposes may so-called
blocked rand be used in the Republic
by non-residenis  without
Bank consent;

e e . . {2} for what other purposes have non-

residents used blocked rand in South

Africa with the approval of the

Reserve Bank during the past twelve

months;

(3} whether he is considering any altera-
tion to the system of or application
of exchange conirol.

The MINISTER OF FINANCE:

(1) Except with special permission of the
Exchange Control Authorities, only
for re-investment in locally quoied
securities, in Non-resident Bonds or
in other public sector bonds with a
remaiming maturity of at least five
Years.

(2) Limited local expenditure of former
South African residents on business

Or on private visits to South Africa
S and limited amounts to immigrants
NHA 30U o who scitle permanently in South Af-

nca.

(3) No but ihe system and the applica-
tion thereof are consiantly under
review.
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Neil Behrmann

Unless sufficient ecapital
flows into the -country,
the money and capital

markets will be uznder in- -

creasing pressure from the

ing. )
The table indidates De-

partment of Siatistics’ ex- -

pectations of Public Sec-
tor. (Government
allied bodies) spending .
during the next three -
years., - : :

It can be seen that the
department estimates that
spending will rise from
R3108m in 1974 o
R4250m in 1877, an in-
crease’ of 37 percent. But
these estimates are caleu-
lated on eurrent prices
and if double figure infla-
tion continues during the
next three years, public
sector spending could be
around R6 ¢00m in 1977.

Statisties of the Sonth

-

Insufficient

rise in public sector spend- -

and -

African  Reserve Bank
shows  that publie sector
spending represented somge
40 percent of overall gross
domestic investinent in the
country, during 1874. Local
savings, of imdividuals,
corporations, the sumpius of
the government and depre-

ciation amounted to
R3 990m.

But a capital inflew of
R74lm was npeeded to

finance the balance of the
Republic's investment re.
quirements.

A huge increase in pub-
lic sector spending, means
that a shortfall of savings
is likely to occur. Te sup-
plement this shortfall a
large increase in foreign
capital is necessary.

And  besides the re-
quired jump of foreign
Fapita] into South Africa,

ACTUAL AND EXPECTED CAPITAL SPENDING
OF PUBLIC SECTOR—1974 to 1977 (R-miHl)

New construetion

Purchases of machin.
‘ery & equipment

Purchases of tand &
buildings .. .

TOTAL , ..

pltal f01° public

the balance of payments

must improve as well. One

can only hope that a world -
economic recovery will

occur during the next two

years to boost exports and

hence the gold and foreign

exchange reserves.

ALTERNATIVE

The alterpative is heavy
berrowing on the local
capital and meney markets
and a continuation of high
interest rates.

The table shows that
new coonstruction will re-
present 87 percent of total
spending this year, The
department estimates that
private construction firms
will be awarded RI946m
of these contraets.

These estimates indicate
that the construction and
engineering firms will he
bolstered from any eco-
nomie decline in the ori-
vate sector,

1874 1875 1976 1977
2072 2473 2789 2850
867 989 1083 1220
169 204 185 170
3108 3666 4062 4250
.
/ =y 4.
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INTEREST RATES (G . Zof

...ogkmg to Lon
Capital in ofr;/ggre.?gavily dependent
. on whether interest raies here are mgher
than overseas. So foreign interest rate
trends are of vital concern 10 local
bankers.
They should therefore be somewhat
comforted by the commenis of Leonard
‘ Mather. chairman of the giant United
| Dominions Trust group in the UK, and
' part owner of UDC Bank.
Mather, out here to take a closer look
at his SA interests. doesn't think hints of

firming interest rates in the US per se -

will push up UK rates. But he qualifics
this by saving that UK rates, and the
strength of sterling, depend on Britain's
inflation being brought under control.

Ginee last week's Budget (FM April
18} did nothing to curb UK public
speading — there will be huge borrow-
ings in the coming year — of to dampen
wage demands, the betting is that UK .
inierest rates will once again come under
upward pressure.

As one SA bank puts it: “~The weak-
ness of the pound reflects the market’s
concern about the (UK) government’s
ability to come to grips with the problem
of in{lation and labour militancy.”

So one doesn’t have to be a Jeremiah
to join those few experis who have
recenily becn saying SA moncy markel
rates will firm later in the ycar. in the
pasg threc weeks the key rate — on
trading in pnme 3.month NCDs — has
plunged 2% to the current 9,5%.

The same view held by UAL’s bank-
ing GM. Tony Ross. He is certain
short-lerm fates wiil continue 10 drop In
the immediae future, but “there is a
strong likelihood of a change in direc-
tion by the year-cnd. if not before”.

He bases this view on a reversal of the
falling trend in the US and Europe, and
argues that we will have to follow any
change in direction Lo protect our
balance of payments.

His reasoning will reccive support
sooner than expected if the gold market
remains soft. Tighter domestic liquidity
through falling gold receipts will put
paid to current Hoises about a fall in
overdrait rates.

As one of SA’s top bankers put it, a
cut in the overdraft rate *jmplies that

g A i sttt st e i i &

banks are keen €0 lend”. And while
bankers are currently seeing the first in-
dications of & softening in loan demand,
there's still a lopg way 10 g0 before they
canj expect to open their loan windows
and find no-on< there.
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Annual réparf

F&nansbahk yesterday pub-
hshed ‘its annual report,
which shows that taxed pro-
fit:for thg 'year which ended
~March wis B600 000~ 2 20,
perfcent incteasa gver fiscal
19?4 i§ Tise {n garnings
“per, sha:;e gm: 18¢t0 23c is
rather-dcademic as it comes
aftep. transfers to asecret re-
i ¥ dividend of g per
) al. divi e
share has heen declared, ma-
king & 6¢, total-fop the year,
‘tompared ‘with £¢ previously.

Tofal ;asselsihave gone up -
bra qugrter to R51.5-milfion
-and.-capital ~and resétves
from " B27-million 4o R32-
Anillion, in: the peﬂud under
‘réview.”

Finansbank . shareho!’ders
“include” Sentrnst, - Griffon
Holdings, - Manufacturers In--
westment (Jacobson family), '
and Fedefated Employers n-"
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Mlozambique

it’s not only a test for détente. 1t will decide whether .
socialism and capitalism can live together

Sonth Afriea’s resolve to search for an

accommodation within Southern Africa
— and more ambitiously the ultimate
goal of a common market — will he
crucially tested when Mozambigne
becomes independent next month.

Mainly because the ideological under-
pinnings of Pretoria and the philoso-
phies of the new government in
Lourenco Marques are so dramatically
at variance.

Frelimo, forged out of a 10-year guer-'
rilla war, is disciplined, well organised,

and highly motivated towards building a

socialist Mozambique.

But Party ideology is tempered with
pragmatism. Fortunately — for both
sides — it is unlikely that ideclogy will
be allowed to obstruct the desperately
needed strengthening of its slender
* economic base.

i pragmatism predominates it should
not be difficult for SA and an indepen-
dent Mozambique to be good neigh-
bours.

The South African comnection is of
long standing. Without the need to ship
goads to and from the Transvaal, there
probably wounld be no Lourenco Mar-
ques. Indeed, until Paul Kruger gained
his long desired rail link to Delagoa Bav

in 1890, LM was little more than a trad- -

ing post and fort with fewer than 500
people.

The original Mozambigue Conven-
tion was negotiated by the Transvaal
government in (909. Even before then
SA mines and sugar plantations
provided the bulk cf cash employment
for Mozambicans.

Teoday well over half Mozambique’s
total foreign earnings (R250m in 1972
— latest official figure) are attributable
to the SA connection:
® Three-quariers of the shipments pass-
ing through LM are South African,
They contribute at least RS0m z year in
harbour and railway revenue. .
® The nearly 100000 Mozambican
ntiners working in SA earn more than
R80m per year; of this nearly R48m in
deferred pay is payable in gold valued at
the official price; if sold in the free
market at $167, this would be worth
R145m. . -
® Cabora Bassa power, with SA the

Financial Mail ) -~
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only possible customer for many years,
will contribute (even at present prices)
R15m in its first year of operation. And
by 1980 at least R33m will acerue from
sales to Escom.

® By rcason of geography and keen
prices, SA is first among suppliers to
Mozambique and, more importantly, is
third among customers for Mozambican
exports. Amount bought by SA? Rlim
in 1972, .

® Finally there is normally some R10m
in earnings from SA tourists.

So the foundations for exténding
bridges between the two neighbours are
there.

Can we extend them?

The handful of SA politicians and
businessmen who have talked with
Frelimo officials find no lack of realism.

Rennie’s Fiddian-Green . . .
more confident now

Gordon Waddell, Progressive Party
spokesman on finance, finds Prime
Minister Joachim Chissano “an impres-
sive man, not doctrinaire, who sees his
first task as peiting the economy back
on its feet”. Waddell believes SA busi-
nessmen can work with Frelimo.

Charles Fiddian-Green of Rennies —
which has large shipping interests there
(almost 10% of the group’s profits come«
from Mozambique) — has received no
indication of impending changes in his
company’s sphere of operations as a
result of independence. He builishly
reports business in Mozambique as
“runming more or less normaily.”

Mike Ridley, MD of LTA — the
principal contractor on civil work at
Cabora Bassa — says his company has
had no difficolty working with Frelimo
during the more than six months of tran-
sitional control.

Kobus Loubser, SA Railways GM,
has found Frelimo perfectly happy to ~
accept advice and aid from SA in his
dealings so far. The evidence? Four die-
sel electric locos on loan; a signalling
system; and repair of 40 Mozambique
chrome wagons is SAR’s contribution
to date. )

In short, most SA businessmen -—
having adjusted to the presence-of
Frelimo soldiers and visitors from
Africa and Eastern Bloc countries —°
find doing business relatively easy.
Much better, certainly, than was antici-
pated immediately after the coup or dur-
ing the dark days of White-inspired
violence in September and October.

One Mozambigue businessman, a
member of Frelimo, told the FAS last
week :

“There shouldn’t be any problems for
South African investors in Mozambi-
que. Provided they are prepared to work
with us rather than over us. The only
change is that the bribes and corruption
of the old regime are gone. And those
few SA firms who were part of that will
probably not find any role to play in the
new Mozambigue.”

At the same time Mozambique is a
tragically underdeveloped country
which will be only too eager for aid and
assistance from whatever quarter. This

will certainly include China, Russia, and =

Eastern Europe — a fact SA must
accept.

The colonial era has left Mozambique
with hardly any infrastructure. There is
no railway track linking north to south;
existing lines are designed only to bring
raw materials to the coast for export.
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There was not even a tarred road
etween the two largest cities — LM
.nd Beira — until last year.
The poverty is depressing. Over 90%
f the country’s 9m people are illiterate.
Jnly 9,3% of school age children are
syresently envolled in any form of educa-
ion. A mere 600 000 attend school and
»f these only 0,1% are in high school.

In 1969 there were 502 doctors, an
laverage of one for every 16 000 people.
T'oday there are less than 100. .

Malpuirition is a lingering malaise
and there is a debilitating lack of pro-
tein. Fifty thousand pcople in the
Limpopo valley region face the prospect.
of famine following floods which
destroyed 100 000 hectares of crops in
Febrnary. In the north, on the Tan-
zamian border, 100 000 refuges must be
resetiled and there is not enough food to
feed everyone there.

More than 3m people — O nearly
half the population — aie involved in
. subsistence farming.

{  Population growth is 2,4% per year,

! well above the world average. At this
rate it will reach over 10m by 1980. And
Mozambique cannot feed its people now
from domestic sources.

But, if Mozambigue is poor today, it
has great potential. Vast mineral
deposits, including coal, iron ore, Cop-
per, gold, manganese, chrome, nickel,
and natural gas, lie untapped.

it is in this specific field that many SA
investors have unanswered questions.

.____-—-—"'"'”'_'—7

Companies, like §C1 and Iscor, hold
concessions granted by the Portuguese
authorities to develop mineral resources.

Yet no word has been received from -

Frelimo as to whether the claims will be
honoured after independence.

While there are indications that -

Mozambique will certainly maintain
existing economic links with SA, there is

_ resistance within the party to developing

new Ofnes.

Perhaps understandable from a
country unalterably opposed to apart-
heid, this attitude is nonetheless short-
sighted. For it is SA that oficrs an
immediate export market and also the

technological know-how 10 develop the:

region’s mining capahilities.

SA firms, Anglo American among
them, have shown they can work
effectively with Zambians and there is
no reason why similarly mutpally bene-
ficial relations could not be developed
with Mozambique.

Rhodesia, however, is 2 different
story. There are indications Frelimo
intends to cut off Rhodesia’s link to
Beira and LM. While this will cost
Mozambique at least R15m per year in
foreign earnings, Frelimo thinking is
that this is necessary for achieving
majority rule in Rhodesia.

While SA policy towards Frelimo has
been ultra-correct it has also been
ultra-unimaginative. What is necessary
now in the days before independence is
4 clear statement of intentions and in-

terests.

Specifically, such
should include: _
e An intention to extend mutually bene-
ficial agreements and conventions
previously negotiated with the Porin-
guese. This includes continuation of the
gold option for deferred pay of miners
on SA gold mines. _

e An offer to enter into a mutual non-
aggression pact, perhaps even extending
this into a Southern Africa defence alli-
ance. :
e A willingness to embark on econc
mic, technical and educational aid pro-
gramimes to assist Mozambigue develop
its material and human resources. :
e Provision of capital to prepare M
harbour for containerisation. Withéut
this a big question mark hangs over its
future. ’
& improved compensation for death,
injury or illness of Mozambicans work-
ing on SA mines.
e Continuation of the present “no visa
rSequirement” for visitors to and from
A

Once having made clear its own good
intentions, SA would have the right fo
expect from Mozambique a clear and
comprehensive statement ont future rela-
tions — and specifically on investment
— both present and future. .

There is a time for cantion. And there
is a ume for boldness. The ball is in
South Africa’s court. i we don’t pick it
up soon, plenty of others will.

a pohcy stance
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Blocked rand mysteri

Unless you can play tunes with blocked rand, in

financial circles you reatly haven

What is a blocked rand? The simple
answer — a rand which is blocked —
raises a multitude of questions. As a
broad generalisation all rand funds
owned by non-residents, whether as a
result of direct or portfolio investment.
are blocked. Only overseas residents can
legally hold blocked ronds.

Even this generalisation needs qualifi-
cation. For example, an immigrant to
SA who wants to bring in money,
typically from the UK, can buy SA

shares listed in London and sell them in_

Johannesburg or simply sell here SA
shares he already has in Longon.
However, the result of such a transac-
tion is to create blocked rands in Johan-
nesburg which then can be turned into

ordinary rands. The procedure is apphi-’

cation to the immigrant’s bank for sums
up to R20 000, and to the Reserve Bank
for larger sumgs. Permisston to unblock
is usually granted for three years from
the applicant’s arrival in SA In respect

.400

of shares or assets owned prior 10 immi-
gration. Brokers usually suggest prior
clearance with the jmmigrant’s bank in
order to avoid pitfalls.

There is a third category: “free™

rands. These can arise in special circum-
stances. During the bids for Union Cor-
puration. General Mining's partial offer
{which was never formalised) involved
the issue of securities and “free” rands.
To the UK resident, the Reserve
Bank would have permitied these “free”
rands to have been transferable into cus-
rencies other than sterling or rands at

the taker’s option, and they were there-
fore wonh just over £1 each against the _

normal 62p-63p. in other words they

cffectively become investment currency.’

which we explain below.

In a less specialised sense, “free
rands” are non-residents’ funds trans-
ferred from abroad through banking
channels and invested in the SA banking
sector. Such funds remain transfcrable

't arrived. Here’s how it's done '

(free) or convertible into resident rands.

‘Income earned either in free or
blocked funds is transferable.

In the stock market a blocked rand is-
created when a pon-resident buys shares
in London, New York. or any of the
minor markets where SA shates are
dealt in, and sells in Johannesburg.
Here's a specimen deal {with hrokerage
and duty omitted):

Buy | 000 Loraine in New York at 652 smmeree 35 000

Sell in Joh burg at 400c: Rr4 000
R4 000 a1 R1:51,47 (the official
hange rate): 55875

This throws up a paper profit of $875 - '

but leaves the seller holding R4 000
in blocked rands in Johannesburg.

The blocked rands are eligible for in-
vestment in any shares quoted in Johan-
nesburg, or in gilt-edged. In addition
they can be used for subscribing to cer-

tain Escom and other public body issues

and to fights issues of quoted com-
panies. But other new issues and nil paid

Financial Mail May 2 1975
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letters cannot be taken up in blofcked
rands. ’
However, back to our US dealer, who
has been in and out a few times, built his
R4 000 stake up t6 R11000 and now
wants to move his funds back to the US.

IS time:
Buys 2 600 Welkom at 540c: R10 800
This is nominally worth $15900 at the official
exchange rate,
Sells in New York at $64: RI2 800

The shorifall is $3 100 and is known
as the blocked rand discount. in this
case it is 3 100 + 15900 as a percen-
tage, or the difference between the offi-
cial exchange rate and the rate you get
by buying in Johannesburg and selling,
in this instance, in New York. On this
transaction, it works out at 19,5%, in
the middle of the current quote of
18,5%-21%.

There is no blocked rand index, but
most dealers calculate their own rate
based on the major stocks traded
between London, Johannesburg . and
New York. If the blocked rand discount
averages 19,5%, it means the overseas
dealer is getting an exchange rate of
R1:81,19, against the official $1.47.

For the UK resident, the situation is

different. UK prices, as quoted in RDAM
VeTy mormng, or on Reuters, are in
€W p or £ and include the investment
“ureency premium, which extra he pays
‘0 acquire assets outside the UK, includ-
ng SA shares quoted in London.
_ Reflecting a major movement of
unds out of UK securities, this pre-
nium has recently risen to a nomingl
+10%, before falling back to 99%.

The premium is, however, worked out
n the basis set by the Bank of England
f £1:32,60, the Smithsonian ster-
ng:dollar rate. Since then, sterling has
epreciated against the dollay to $2,34,

The effective premium is therefore
alculated as follows:

159 X 2,34 : 2,60 = 1,90, or 90%

This means two things: that UK resi-
‘ents are prepared to pay a very
ubstantial sum to avoid holding either
terling or UK -registered shares, and
13t 'in the case, for instance, of an
A-registered share, the UK resident is
ow paying almost as much for invest-
€nt” currency as for the underlying
conty. |

Of course, UK residents can deal ina
irge number of SA shares quoted in
ondon. But if they wish to buy in SA,
T example to take up an issue such as
aaiplaas, they have first to buy invest-
:ent currency. At 250c, the Saaiplaas
ke-up price was equivalent to about
36p at the then rand:sterling rate; but
1e UK resident would, at the time, have
ad to pay an effective prémium of
9p, or 70%, for investment cuirency.

On this basis, the Saaiplaas would
ive cost him 265p.

Not surprisingly, many in the UK

fused to pay the extra and simply sold

-ancial Mal! May 2 1975
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their nil paid letiers,

So far we have looked at the possibil-
ity of dealing in New York or of dealing
in London as a UK resident. The third
major type of dealing overseas in SA
securities is in London as g non-resident
of the UK.

The buyer in this case could be Fesi-
dent in Switzerland, the US, other
countries on the Continent, or simply
offshore — and sometimes a very long
way offshore.

Such a person is entitled to deal “ex
premium” —— indeed, as a non-resident
of the UK he is not permiitted to hold
UK investment currency. When he buys
in London, therefore, the premium has
to be stripped out of the London price.

It works like this:

Buys 1 000 Eisburg in London at 400p: ... £4 GOQ
With the effective prentium at 9096,
the cost to him of the share is: 400+ 190 00 210p

For simplification, most  dealers
apply the “conversion factor” published
every evening by Reuters. Currenily this
is 0,525. So 400 x 0,525 = 210p.

These ecxamples exclude brokerage
and other costs and the 25% which UK
residents have o surrender to the Bank
of England of the effective premium on
sale of a foreign security.

‘This means, in the Saaiplaas example,
that if the investor sold at 265p he
would get only 238p back 265 -— (25 +
109} before brokerage and other costs. .

that of the US dealer, or anywhere off-
shore, the effective prices in the three
major centres are brought into line as a
result of arbitrage.

For the SA investor, these complexi-
ties have a profound bearing on the
course of particular share prices. The
existence of international interest in SA
securities means that, regardless of local

conditions, shares can move spectacu-

larly in Johannesburg according to how
the US and London are dealing. There
are funds with massive buying power in
both cenires which can move the Johan-
nesburg price significantly with a single -
order.

In recent months, the old umbilical -
cord with London has been severed.
After June 1972, when SA-registered
securities were brought into the UK in-

vestment currency net, {it previously
* applied only to the US and Canada) the

blocked rand discount happened
roughly to equal the effective investment
currency premium. Nevertheless the UK _
investor tended to remain the influence
on the SA market. -
. Today. however, the prime external
influences on Hollard Street are the acti- -
vities of US and offshore dealers, in the
widest sense.

And while the investment Currency
prémium has tended to rise over the past
three years, it can go the other way as
well. -

The market in SA securities has thus ;.- 1f this happens, the UK resident hold-
become an increasingly complex game . rwing, for instance, SA goid shares, could
for. the international investor. A gold “*yake 4 nasty loss.
shares dealer in Zurich, for instance, hat &

to monitor four markets: the local
Zurich market, New York, London
ex-premium; and Johannesburg.

At the start of trading on Tuesday, he
would have found the following position
in, say, Vaal Reefs:

New York:$382 at the close
Johaageshurg: $38 (R32, or $47 at $1,47 less blocked
rand discount of 19,59%)
London: $384 (£293 cum premium; £16} ex-premium
X $2.34). .

From the Zurich vantage point, or

Apart from this, the investment cur-
rency element in the London price is |
non-yield bearing. )

Because of these external complica-
tions Hollard Street is more than ever
standing on its own two feet. Over the
past three years, local share prices have
generally come on to a more favourable
basis in relation to levels overseas. It is
now, more than ever before, up to local
mstitutions and investors to lead a re-
vival in stock market interest.
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|BANK LiQUID!

'Swings and rou outs

Ihough the banking sector didu’t find
.nself as short of cash at the end of
: March as many had feared, some banks
it atnc_:ﬁy_patch (FM Apnil 4). Analysis
]of the liquid asset levels of 10 sclected
ltafilixslks by the FAf this week confirms
The excess liquid assets (ELA '
bank largely determines itg abil%t; ft§
lend money. While Standard’s shot up'
by a massive R98m over the month!
Nedbank and Trust Bank were left with

-~

= PRCHE Y N VP

(~—~EXCESS LIQUID ASSET HOLDINGS———

3 .
and-Dec end-Jan end-Feb end-March
—Rmt

Barclays: 132,343 74,332 © 60,143 65,601
Standard 180,196 33.846 24,606 122442
-1 3 \olkskas... 40,012 © 46531 41,992 7.440
" § Nedbank 1.411 _ 0120 . . 3.868 —45,868
§ Trust 1.163 7615 . —31.685 = —24.067
i Wesbank.. —1,864 1,960 T 3442 0.586
Rand 0,663 .61 1510 © 1,369
' UBCG 2,544 2069 . 722 1.865
- % Senbank . 3.409 4888 - 0.509 0.837
 §uaL : . 2,112 0918 0.508 0471

i ) .
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big shorifalls, and Volkskas’ ELA fell
considerably.

Since Standard’s financial year ended
on March 31, the most likely explana-
tion is that Standard did all it could to
ensure its deposit book was as fat as

possible.
The outflow of money from the
country — speculation that the rand

would be devalued during the tail-end of
. March — also played a part in draining
: the banks.
i Shortfalls in minimum liquid asset
- holdings are an offence in terms of the
Banks Act. However the Registrar of
Ranks has not yet had time to examine
. closely the end-March figures. In any
case, he likes to take all circumstances
into account in exercising his discretion
 whether to penalise shortfalls — and
. seasonal swings in money market condi-
! tions are mitigating factors. )

Trust Bank, snort for the _second
| month running, says it prefers to “keep
. liquid assets at the required level during .

the month, and not chase up rates to
prevent a iemporary month-end out-
flow”. As was the case with Nedbank,
its holdings were apparently back in line
a couple of days later.
What the exercise does show is that
basing required liquid asset holdings
_ solelyona bank’s position at the end of
. the month can give a distorted picture of
| its true liquidity situation.




The loan contains some
unigue features which the
managing hankers helieve
will ensure -its success.
The floating raite notes
run for 15 years and
inclnde an  optional
redemption feature.

As a spokesman for
one  of . the four
managers | comunented:
“Obviously there is 2 pre-
mum offered fo those
who stay vnt‘a the loan
longer.” .

The four banks man-
agmg the placing are
Commercial . de
Fra.nce, Kredietbank
N.V., Wesideutsche Lan-
desbank and IEN Samuel

A . spokesman for
Credit Commercial in
Paris said that the final
amouant of the placement
(they are aiming at 40-
million dollars} depended
on the suceess of the pla-
cement but he expected it
to be warmly received.

PAYMENTS

He said that the chief
attraction of the issme is
its - interest payments.
Repaymenis will be made
after the third year of
signing and every year
after that until the
sixth year, so that the
lsan ecan run from three
o 15 years.

- Nofes will carry a six
monihly floating interest
which will be calculated

Mercury Correspnndeat IGL/S' / i ) E

LONDON*——Iscor is.making a private placing in Europe in an_attempt fo
raise 4Q0-million dollars for the construction of the Szldanha Bay project.

‘at a margin of five -
eighths percent above the

/e

inter-bank rates for Euro- :

dollars.

¥ however carries 2
gnaranied minimnm
interest rate of &5 per-
cent.

The spokesman de-
clared that *the issue
has attractions for hoth
lenders and - the bor-
rowers. The interest pay-
ment for the lenders is
higher than that offered
elsewhere while the bor
rower is safe in the
knowledge that he has

the funds to work with *
for a longer period than

is nsual”?

‘The lpan Is similar fo
that which Hill Samuel
recently arranged for
Escom.
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s ' factory
‘Shar#of smglt
ms_f_ypgs.l L

“vthat “sofe: #i
i ¥

Enow of their«intentions, .
-~ “The- §_1tua;§oi: at the.
is:

rt -af ~the bigger busi.
SPEC- messes,. and. factories to

those ‘sell” "Gerry Abrahams
vest in g.- faldmel 0 . -

. few thousand o
put down.gs. a.deposit fo, )
his own small business, by -

- the bigger-man has ali the

-aonrey ‘he needs, so the

" higeer. businesses and fac-

ories gofirst, -

" “To give you an indica-

; Fap
operafion,”
‘Barnabas " Pleii s
ng fgreat- -difficulty
ogerations big €fl-
én,terestsume af

n». B :ﬂ;u -fg_r‘eit;h-ei:
etailing operations,’ orifor
small or medim-sized fac. L

oille. in charga - Abichdms, of
-Barngbas - Plein . . ,

. “Two

Shorp - of the big. stuff.

A S B

. . B .,l_‘s.‘-( e - .
s tion of How. -85y ‘it 'is fo-
<.move higger® eoncerns: I

advestised three businesses
with 2 total seHing value
of- ‘R1.25-million . in. the
SUNDAY TIMES: ‘gt the
end of Janmary. - ool

of them have al-
ready been sold, and we
are negotlating now Ygr

the sale of the third-husi--

ness: Had it not been for
ihe fact that. the business

- Was.in-the throes of mov-

Ing to a border area it
would have ‘been sold
weeks ago. .

“The response to the

"advertisement was incredi.

ble = For tba. first two

months after it appeared I |

did virtually nothing other
than attending to gannine
inquiries.”

Q{’/*/u C
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South West- Africa
' Bureau

-WINDHOEK =~ The.

homelands must” -he -

consolidated  abd be-
come ‘indépendenf ag
soon as possible so
they. can. obitain  de-
velopment capital frem
outside Sonth Afriea,
This was said yesterday
by Mr Chris B:sschoff,
chairman of Rondalia, in
his presidential address to
; the Afrikaange Handelsin.
stituut congress here.

In terms of the 1936
Yand . Approriation  Oet,. !
227million ha of Iand !

must be bought at a cost
of zhout R500-million,

" “It "is economieally pos-
. sible to finalise the con-
gsolidation of the home.
lands through a- non-
-Tecuring <¢apital expendi-
ture,” he said.

“After this Sauth Afriea

can negutlate on an infer-
Bovernmental level ahout
further economic zid so
that- it does not have to

carry. the load on jts own

‘shoulders alome.” .

. The -credibility -of- Seuth
Africa’s  detente policy
would ‘be enhanced and

the homeland pohcy~
wauld unfold more vis~

gorouSlY
_ E

. The country would be

able -to--show -that it-was
. oot rigid but was Leepmg
pace with the new circim-
stances.

It was an  admirable
goal to want to make the
{.homelands - viable before
»-independence and to
leave them with ordetly
government,

At the same t!me, fhe .

people of the ‘homelands
shbuld be given mors re--

sponsibility for the' deve-

_ Iupment of then' awn
: *South Africa “had: tu<re-

consider  its®. 'prioritiés.

) agamst the backgrmind -of

a fluid and unpremctahle
. international economic olf.
mate.

_The couniry’s immense
capltal needs of the fu-
Jhure made him  doubt
“whether South' Africa al-

“be “out of ;proportion to
ountri’s: - Tesponsibili-
Y and’ economlc capabili-
ciies. [ -
i ‘Certain - pohtlcal priori-
“ 3 tles m]ght algb: have fo be
““ireconsidered “against” this
hackground.

ey

“ope: could carry the fidl.
‘_responsmmty forx the




JABOUT ™ R2 000-million
igiexpected to be invest-
d in the iron and steel
tndustry between 1973-
79, with Iscor — producs
-1 OF 72 per cent of South
"Africa’s steel — bearing
the brunt. .

" 1Tha’ basic steel industry

.18 capitalintensive and ug.

ke the Tongterm demand
“for-its products — which
Jin es at a relatively
“capacity increasés in a ser-
igsofsteps.. -

" Before gdch enlargement.

- of productive capacity, lo-
. cal supply is often unable
J1%:neet local demand. This

Yok

" swifehes to over-capacity as -

gexpansions are made, re.
S Suiting in 2 continuing yo-
Yo situation. TR
o+ *Sinee 1969 the local steel
ndustry has had increas-
Ang -difficulty in meeting
e expanding  local de-

Kt

g

-

dimported — from a- rela-

“ fivaly Tow yalts of ToB m

:3on in 1973.
- Indications are that steel
: imports last year and this
[: waﬂgﬂ be even higher.
. Oge

“lion”in 1968 to RI10mil.

of the problems is

rate — production

i 3More steel kas had t6 he-

teel industry p
000-m into f

that steel mills of interna-

tiona] standard take sever-
al years to come on-stream.

New schemes need care-

ful planning and timing.
- In the State’s new Eco-
nomi¢ Development Pro-
gramme, large expansion
projects  will  pgradually
come on-streamt and will
enable the industry to cope
with new demands.

EDP planners have pro-
jected an increase in pro-
duction of 10,2 per cent a
wearuntil 1970.

The ' planners believe
that imports wilH decline
from the high level of
" R1l0-miilion in_ 1873 fo
. oply R51-million in 1879.
- Exports of basic steel

preducts increased rapidly

— by 12,1 per cent —

between 1988 and 1973

Apart from the large con-

fribution that came from
.ile export of basic steel,

the in the export of
ferrc-alloys alse played an
_ important part in the in-
dustty’s commendable ex-

'+ port performance.

2 . Taking into account the
‘«planned..large extensions

-+ to loeal productive capaci-

ty of steel in particular,
-coupled with the strong
- pussibility of an export-or-
- iented steel mill to be

located at Saldanha Bay,
the exporf target growth
rate of 122 per cent a year
— envisaged by the EDP
--seems to to be within the
industry’s grasp over the
next five-year period.

Domestic demand is ex-
pected to expand at a
ontch slower rate than that
of production and its
growth has been set at
only 7,1 per cent a year
over the 1974.79 period.

This large growth differ-
entic] is mainly attributed
to the high rate of import
replacement as well as the
expected rapid growth in
exports,

The main domestic in-
dustrial consumers of basic
iron and steel products, in
order of importance, are:
Q@ Metal products;

@ Machinery (other than

eleetric),

@ Electrical machinery

and appliances:

@ Transport equipment;

@ Construction (especially

civil engineering);
Transport and commu.

nication,

Basic iron and steel
products are: pig iron; fer-
ro-ailoys and steel prod-
ucts, such as biiiets,
bleoms, slabs or bars; hot

Fatal

QUI'S 7%

Tims (Bs Tt

uture

and ecold roHed and drawn
products, such as sheets,
tin-plate, terne-plate and
black-plate; strips, railg,
rods, wire rods and wires;
castings and forgings.

To match the gverall
projected expansion in pro-
duction, employment must
grow at a rate of 6,7 per
cent a year from last year
to 1979,

However, thanks to auto.
mation, trzining and better
use of its Iabour force, a
relative improvement in
the semj-skilled and skilled
labour position could oc-
cur,

There is also the lure of
recent wage rises in the
iron, steel, engineering and
metallurgical  industrles,
which added up to 15 per
cent to the wages of 70 (00
Whifes and 250000 Black
workers.

On the basis of a 46-hour
week, the new incresses
mezan the top minimum
wage in the industry (for
Whitesy is now R8740 a
week.

Although the wage gap
between Blacks and Whites
substantially widened, in
percentage terms the
Blacks won rises almost
twice those of White work-
ers.

oy
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'WINDHOEK. — Deliberations at this wee
congress pinpointed three specific areas

. business community and threatening to hamper seriously the healthy growth of

the economy.

It was concluded that
top priority should be
given to the task of

-finding sclutions to these

problems or of reducing
their effect.

Congress delegates devoted
most of ther time to
egpressing CONCEN OVEI: -

, 'The unavailability ~ of
investment eapital and the
fact that there is just not
enough money around io
fund all those projects
planmed for the mnext five
years by private and public
sectors, and which are
necessary to ensure the
economy grows at the EDP
desired rate of 6,4 per cent a
year; -

The increasing
encroachment of
State-controiled  enterprises
and the growing demands
from the public sector on the

[

- expenditure

Special Correspondent

money supply, at the expense
of the private sector;

The tenuous relations
between Black and White on
the shop floor, the growing
shortage of skilled workers
and the need to make better
use of the couniry’s large
pool of Black labour.

It- was emphasised

Frans Cronje,
Nedbank and Syfrets-UAL,
that it was imperative for
social, economic and political
reasons that Sodth Africa
grow at a faster rate than the
other industrialised nations of
the world.

The country had so far
failed to achieve that, he said,
although it certainly had the
potential to do sO. QObstacles
in.the way were the shortages
of investment capital and
skilled workess.

South Africa faces the
problem of having to find
R 40 000-million for various
capital projecis over the nexi

five years — & daunting
prospect.
Delegates expressed the

view that it was inevitable the
country would have to face
up to shortages in the money
supply. As a consegquence a
plea was made, directed
mainly at the Government,
for a look at priorities and so
those capital projects, which

were not essential at this
time, could be discarded.
There was a general
expression of concern at the
enpncroachment of
State-conirolled activities on
the economy and the
inf:reasii.'l%3 level of
y this sector.
One delegate said it was
disquieting to note that State

- expenditure was increasing at

a2 considerably faster pace

.than the growth raie of the
- GNP.

Capital demands from this
gsactor were exerting heavy
pressure on the money

. supply, hampering attempis

by the private
maintain a

sector o
satisfactory

. growth rate.

it was emphasised that the

* problem of investment capital

ks Afrikasnse Handelsinstituut annual
that are disturbing the South African

was anly likely to be
overcome if the country
remained a {ree enterprise
society, and not if State
control was increased.

The AHI's immediate past
president, Mr Chris Bisschoff,
asked whether in view of the

worsening  money supply
position many political
riorities - homeland
inancin was mentioned
specifically — should be
reassessed againsk the
background of econoimic
feasibility. .

On this he asked for the
consolidation and
independence of the
homelands to be speeded up
to lessen their dependence on
South African capital.

On the labour issue, a
warning was sounded that the

way i which the
Government handled labour
matiers - about 10
Government bodies are

involved — could lead to a
confrontation, 2 worsemng of
Black-White relations and
possibly industrial unrest.

There was an urgent need
for co-ordination on this

uestion and the
establishment of an adequate
manpower policy to control
the demand and supply of
fabour.
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DOl]ble digit s
inflation will /7"
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port: of Rederale: Volks: *

beleggings, chairman Dr P
" B Rousséau warns that
double figure inflation
could’ - increase - unem-
ployment in South Africa,

Dr Roussean ‘reasogs
that new investment—for
example factories- — ig

necessary to generate job ..

opportunities.
> Bgltm today’s aworld of
Houble  figure |

firms find it Qitfictlf to
. obtain finance for invest.
ment - which in turn
creates jﬂ_ﬁs. <

. th: share mgnkget for
Insis ;18 no Ighger an
e&ecﬁ?r? source - of -new
- capifal. Dr Roussean he-
Heves  that invesfors
reilise -that earnings con-

-1aly .an element of “fipt.

tious™ profit - which is -

ﬁuse@-bylinﬂzﬂon.r-v; )

. Higher:, dividends and
insufficient  depreciation
erode capital during infla-
tionary conditions. The

share -capital-of a com-
pany shrinks even though

. Unfler .these - ércum.
- stances, an enirepreneur

- must bortow te fimance
busin -

BSSe v v
~ NEW WAYS.

This - foan _ capital cap

* adversely afféct the eapi-

"cial soimdness” even Fuf.

tal striicture’of fompanies
and. o' make  matters
worse the long term inves.
tor tends g disappear
during inflation.. =~
- A company ,which is
“foreed o %orrgw money

- en, & ‘short teim basis

cotild’ aggravate: i#$~finan-

ther. . o
T My ‘Bousseau f8elé That

. DEW WayS must be-faund
i ;tg intrease equity wapital -
. 8s, .

-find Sinarce- to creats jobs
for a growing pépulation.

inflation, -
ctil

00st_jobless

¥ entreprenenss operate
with . insufficient profit
margins, the general pub-

lic will experience a dan- -

gerous effect of inflation -

— a shortage of johg.

®. Net asset value of -

Fedorale Volksheloggings
rose from 5i%c to 575¢,
during the financial year
ended December 1974,
Net profit rose from
R3S8m tfo RSm, earnings
from 35c to 44c 2 share
and dividends from 16,50
to i4e a share,

/7
i -‘\/} ;&'<



“Own Correspondent.

DURBAN — Two top
South - Afriean bankers
have warned that
South Afriea is becom-
ing “horribly over-

herrowed” on overseas

capital markets and
that this  country
should adopt a more

orderly approach to ifs

foreign horrewing.

“Mr B A Setter, manag-
ing director of Band Bank
said in Durban that over-
seas bankers were becom-

ing more conservaiive, be-
cause of Tintited resources,

in evaluating applications.

for resources.

Mr Setter said there

, o

was a new awartness with
regard to South Africa’s
politicdl” policies, but it
had been clear that there
would be no loans foith-

.coming until detente was

reached in Adfrica.
Mr Setter called for

‘the egtablishment of a

“oontral ageney” fo hand-
le all South Africa’s im.
frastructural  borrowings
overseas and thereby cre-
ate  “banking order” in
South Africa,

He said: *Everybody is
serambling for momey in
overseas markets” for ex-
ample Iscor and Esconi,

one after the ether. This

had led many overseas
bapkers to believe that
Sonmth - Africa Wwas over-
borrowed. -

Mr J H Gerber, mapnag-
jng director of Federale
Bank has also warned
South Africa will be un-
able to. “get the foreign
capital we need to expand
our economy” in the mext
few years.

He reminded that ome
South Afriean organisation
had found great difficulty
in raising a .R10m loan 2t
the end of last year, after
heing told overseas: “You
have borrowed too much.”

Added to this situation
was the fact that savings
had dropped dramatically
in South Africa recently.

“Gavings in the last num-
ber of years have averaged
1¢ percent of national in-
come. In the last year
this figure dropped 1o
around four percent,” he
said.

“3fr Gerber calied for

jncreased incentives 10

eRcourage savings.

Both bankers were ad-
dressing delegates to the
change - orienfation and
planping seminar being
held in Durban this week
by the Graduate School of
Business of the University
of Stellenbosch.
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ECONOMIC RELATIONS

Following détent
Fm 30/81 75
Trade tolfows the flag.
tional Association of Cuminerce and
conomic Students (Adeseadis following
up derenie moves with an examinauon
of economic interdependence at its 9th
Congress. to be held in Beliville, Cape
on Julv 3-4.

Major drawcard i< likelv to be Gene-
ral Moir Yamit. president of Koor Indu-
stries and a former chief of Tsrach army
intelligence. He will deliver a paper on
The Meaning of Interdependence.

Johan Munnik, CONRIess CONVENOr,
says of Genera) Amit: ~He was onc of
israel’s top lighting men who plaved 2
decisive roke n the struggle for 1srachi
independence and is now cngaged in
that country’s siruggle for ecONomIC
independence. He is now chief of the
country's largest industrial group with
65 mapufacturing eRICTPrises 10 Isracl”

Another speaker is D Nornan Napo
Raditapole. former Seeretary for Agri-
culivre in the Lesotho government and
currently head of the agriculture depart
ment at Fdesa, Anton Rupert's Swiss:
pased Development Bank for Eguatorial
and Southern Afnca. He will dehver a
papee on Interdependence i Agricul
ture.

Oiher participants are Dr Frans
Cronje {chairman}, Dr Henry Ohvier
(Imerdepemience inn Knergv and Water),
Dr Wim de Viiliers of General Mimng
(Interdependence in Mining and
Labpury, Anson lovd of the 5A Foun
dation (The Econonic Future of Africa
and the Possihility of u Southern
African Econosic Communityy, Do Jan
Je Loor, Deputy Sveretaty for Finance
(Imerdependence in Finance), Dt Piet
Kieser of Saho (huerdependence in
Trade). Assocom’s Executive Director.
Raymond Parsons. wilt som up.

{n addition. says Munnik, an invita-
fion has been sent 10 Py Robert Gur-
diner. Executive Secretaty of the Eeono-
mic Commission for Africa. o speak o

3

The Importance of FEconomic Co-0pera- i3
Hon  bepween Countries in Southern
Africe and £ quatorial Africa. :

Businessmen from 7 ambia, Malawi
and Lesotho have beéen invited to deliver

papers.

SO uerrecmttsomemimsscem
wWrite on both sides pf the papes

Do not write
m



The alarming money gap

During the past year
or so, most South Af-
rican firms have prob-
ably experienced a

squeeze on liquidity

and indications are
that a shortage of fin-
ance remains a major
restrictive factor.
TFhere has, of course,
been a sharp increase in
business profits during
the past year, bul in fhe
majority of firms the
inerease in profits has not
heen rapid enough to

compensaie for the impact

of inflation on the cost of
zeguiring  new capital
goods and of replacing
worn-out fized assets.

Working capital needs,
moreover, have Tisen to
record levels as a resulf
of the greatly increased
jndustrial raw material
prices, increased wage
costs and sharp increases
in stock levels.

The resulf has been
that many businessgs have
found the savings or capl
tal resources that they
have bzen able to gener-
ate themselves by way of
profits quite inadequats
to finance their total re
quirements of fixed and
working capital.

Saddled
with debt

In fact, the past vear '

has witnessed the opening
up in business of an ad-
verse  savings-investment
gap of guite alarming pro-
portions, which has et
only szddled many firms
with an unduly large
amount of debt, often in
the form of short-term
credit, but  has . also
brought the 1873—74 in-
vestment boom in the pri-
vate sector to a fairly ab-

rupt end.
- The magnitide of the
adverse savings invest-

ment gap experienced by
businessmen during 1974
in particular is shown in
figures published by the

@ DR JOHAN
CLOETE, Chief Eco-
nomist of Barclays
National Bank, here
sounds a warning
that the growing
. gap between cash
savings and invest-
ment hills inside
many South African
companies has now
become alarming.

Department of Statistics
for groups of firms rep-
resentative of the total
mznufacturing secior and
of the retail and whole-
sale trade in the country.

The survey shows total
internal savings consisting
of aftertax profits plus
provision for depreciation
generated by the firms in
the sample. total imvest-
ment expenditure by
these firms in new fized
assets and in additional
stocks ecarried and then
the difference or gap be.
tween business savings
and total capital commit-
ments, ’

in the case of the man-
ufaeturing firms jn  the
department’s sample, their
adverse savings invest-
ment gap increased from
R220m in 1873 fo no less
than R604m in 1974 The
increase in the gap for
retail firms was equally
dramatie, from only R7Tm

S 7R /0/6' /7.5’7

The wholesale firms in
the sample, on the other
hand, were able to main-
tzin a surpius of imternal
savings over total capital
commitments largely
because this sector was
able to boost its profits
last year to a much
greater extent than the
manufacturing or the re-
tail sector.

The profit
performance

VWhile total afterdax
profits, plus depreciztion,
of the wholeszle firms in
the sample inereased by
ne less than 51,3 percent
during 1974, profifs retur-
ned by the meanufacturing
and rvetai] firms increased
bv onlv 95 percent and
23.3 percent respectively.

Bearing in mind that
the inflation rate last year
was 11,2 percent, the pro-
fit performance put up by
the manufacturing sector
in particular must, there-
fore, be regarded as far
from satisfactory.

The principal cause of
the widening savings in-
vestment gap was the re-

cord increase in stock
fevels last vear.
There can he little

doubt fhat at eurrent in.
terest rate levels interest
eosts must be imposing 3

cash flows and on profits.
Business firms will obvi.
ously be taking sieps to
reduce stock levels and to
cut eosts in order to re
guece their reliance on
outside funds and in or-
der to lighten the interest
burden.

Adverse

impact

This process, however,
will take time, particularly
in the face of the adverse
impact which increasing
consumer resistance to
rising prices is currently
exerting on sales.

Meanwhile, because of
the 1magnitude of the
savings-investment gap
which developed last year,
we must expect that the
adjustments which will
need fo be made will
mean and will impose a
relatively lengihy period
of slow-dowvm on the pri-
vate sector of the eco-
nomy, partienlarly =g in
the current situation
there is just no easy way
of obtzining additional fi-
nance.

Both loan and equity fi-
nance, and even short
term credit, remain large-
13 restrieted fo the big-
ger firm which 1s not only
in a position fo afford the
high cost of finance but is
2lso abla to satisfy the

& ‘Manufzcturing Companies
1 500,
Total Capital Commitrent
1 800 fiagative Savings Gap
Total Internal Saving
SCOL
-
0 s 1 T ot 3 3
1868 1970 18971 1872 1973 874
in 1973 to R92m in 1974, considerable burden on  tighter provisions for risk

and for possible loss
whichk most providers of
finance ~— and particular-
ir the banks and the
other fimancial institutions
— are currently applying.

For economic policy,
the inability of business
to finance itself under
conditions of double fi-
gure inflation -~ particu-
farly because it is quite
impossible for most bu
sinesses in these circum-
stances to set current seil
ing prices to take account
of still more inflation
next time round — im-
plies that it is absolutely
imperative to bring zhout
a significant reduction in
the rate of inflation in
the first place.

Otherwise we c¢an be
sure that inflation will go
to ever-higher leveis
which in the end will give
rise to such a crushing
burden of debt being im-
posed or business that
large sections of it will
inevitably collapse.

A further important im-
plication for economic pol-
icy of this increasing inab-
ility of business to finance
itself appears to be that
tax rates shouid be flex-
ible — that is te say, the
eorporate tax rate ought
to be reduced in order to
compensate for the ero-
sion by inflation of the
capital resources of ths

private secfor.

With the corporate fax
rate on reported prefits
unchanged, businessmen
have no option under to-
day's inflationary condi-
tions but to increase their
orices if they are to com-
serve their profit margins

and their capital re-
SOUTCes.
This, howewver, merely

adds fusi o the inflation.
Besides many businesses
are unable to Increase
their prices sufficiently to
protect their profit mar
gins fully from the erod
ing effects of inflation. Ir
their case, an unchanget
corporate iax rate is tan
tamount to a transfer o
real capital resources froi
the privats to the publd
sector — hence the nefl
for downward adjustmen

in the corporate tax rabh

There can be little douy
that such & fransfer p
real resources affectingy
significant part of 0
private business sector
in fact, currently takif,
place. -

An uniess the process
stopped, the private se.
tor will not even be abl
to maintain its real cap~
tal assets at their exisun;
levels, with the inevitabl
result that productivity 1#
the economy and hent/
the standard of living V2
g6 down.. £



Tscor
s ok

TRISES h/r

R33m

PARIS — Gouth Afrlen’s
Iron and Steel H:%E:.:;
Corporation {1scor) raised
50m dollars (R3I3Im)
through a private places
ment  of floating rate
notes, Credit commercial
de France has aunounced
as co-manager.

The notes carry a mar
gin of 1t percent above
the s5iX months London
furodollar rate.

wo.__a_c:umoaoa can be
called for at the option nf
B_én.%m:sm banks after
ihree Yyears- The noles
can bo held {o 2 maximum
of 15 years.

Issued at yg5 percent,
the notes will be T®
imbursed at 936 percent
on the third yeat. rising
py annual stapes fo par if
hetd up to of heyond the
10th %3.\.?:8?

Care?eld,



Tha Arg ébrrespﬁndent "'Dr Joham Closta, chies would add even mora heas future teturn .ep Invesfed
- @H ANHE&QURG. economist gt th‘ee? bank, ¢ inflation by building in, Capitai, ™

% ORISR . argues in 2 EW Business creases into cost ang wage Indexation woulg E5Tva .
- EWG&F& ' Bﬁfﬂk has Brisf that. tha use - of budgets haseq not only on 3 rapld oomductor of

iﬂiﬁﬁdk@ha big degate: ceng-ehensw‘ @ indexation g l'ateb ctn' algm'rgnc}m iza- E thAmten, .

on: indaxatio ith a.. would prove 8 SETIONS  crgages b 0 8 o1 ca, e o
—fésbf:gg;?‘ﬁ?o,";f‘,h:‘ Distake” if introdiiced in o] fholr own ety 1ta denendence o g,

] ' - for: S i ,

Slemana mechanisny 20 argues that both eme > gy orommer knew = liks Brazi] w. o de-
k. -?a!-*l_mfﬁ inflagion, * piovers and. .employees  that fypap money incomes  valus ity CUITensy  eop,

¢ Dprice incresses, it would Dr Cloets conciudes that
: . demand, with

last vestigeg of discipline  the inflation it Causes, can
OVer consumption €xpendi- only bpe Otercome hy
alrezdy running gt Lreater productivity —. gp

:
&
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g
1
B
2
&
®
8
2
5

€xcessive lavels, by 8 cut, at Jeast tem.

} Wssmmmglxssmp Gargy s In living stan,
If anything, the struggle N

'| between capity] and lsbour 7 e

to protect ang if possibla
{ incresse theis Tespective

shares of the total nationa}
cike wounld pg actually
intensified,

Overall, Indexation
wouid almost Certainly re.
sult in the acceleration of
inflaticnary Pressures jn
': the €conomy, r
¢ South Africa thould
acknowledge, instaad, that
its most urgent need twas
to speed up the rate of
capital formation ag mich

Couragement angd proteg,
tion of business Drofits,
Comprehengive indexa. .
tion, he ingists, wonld res
duce the rate of capitat
formation: !

r
O Itd would considerahy [
€

vernment cop.
frol over the €conomy to
the detriment of the profit i
motive and the incentiva
to invest in the privata
sector, ’

consumption leading to 5 P
reduction ip savings and ;
Investment,

New investmant wonld
ba serigusly hampered
sines index-linked interest
rates angd wages would
ntroduce so much uncer-
ainty intg calculations
nat . the entrepreneur
rouIcE find 1:. virtually im. {
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Blocked rand system '

*g, AMr. T. ARONSON asked the Minis-
er of Finapce:

VWhether the system of the blocked
fand is being reconsidered as a means
of ensuring investmeit capital  from
abroad: i so. in what way will the
prescnl system be altered,

he MINISTER OF LABOUR {for the
alinister of financel:

The system of blocked rtand is con-
stantly ket under Feview. it docs not
necessarily Tollow that any alteration of
the sysiem will ensure ac additional nct
inflow of finvestment capital from abroad.




-he nery appointed commission on nonopoli

3 the question of economic concentration, it

" business, bigness can have ady
d disadvantapes. Whethier on balanee
is in the public interest wil depend on
hat it achieves. That surefy miust be the
ntral point for ihe newly appointed
onopolies commission to remembor HES
ponders — as its ierms of reference
mand that it does — “economic Mono-
Histic power conslomerates™. Procisely
1at those words nean we do ner know.
hat we do know is that there need be
thing bad ahous bigness as such. Only
s abuse of bigness can be bad,

Having said that let us hasten to add
{Lwe are well aware that the sinie of

antages

npeiition in SA leaves much 10 be
ired and that we welcome the commis-
TS appointment, Free enterprise’s

M 0 survive is jusiitied only if free
JIPMISE 18- competitive enterprise. And
-the end competition — and not the
;e Controller — is the only effectjve
_rantee consumers have agdinst being
:n for a ride. While every business-
1 publicly stands for compaiithon,
“ately far woo many support it only ;5
tasitisin somebody clse’s murh ol
-he sharp edge of compenition. which
only guarantees fair prices, but effi-
]y, technological progress and
ler productivity as well, can he
ted in many ways, Among them: cal-
3N over prices, market sharing,
cted eniry, agegressive competition
Aned 1o establish stngle-seller situn-
» and out-and-out monopolics.

A law differs from that in the US. In
:rica the mere fuct of a diminuiion of
petition is suflicien; for restoralive
N, ¢g the breuking up of poweriul
nercial groupings. In SA competi-

nal Mail Juna 12 1975

TRTT R T

, {
P
gsis cunamiodl in
[ S—-— HP -
should aveinl ih
tion not onlyv has to be dimninished, ho it
his w0 be shown that iz is ol e Vi .
speciic case. contrary 1o ir ITF :
terest Jitiicult thousn U0 COnNepL s :
define. ;
This i a sound premeple and i o . N i
apph ne ess w _hcn wr.nidg:'g e gue o
Lo ol COONORC CoRveLlTal o, enes )
Per s s net necessaril, AAUNSL ine !

lic dnterest Indecd. in o develo
couniry ke SALits advantises can o
outwaish  any  dsundyanig

sider the need for economios of «
the prodection line:

e
L

cals on

cobsider oo he i g 5
desirabiiiny of having biz Lusiness STOUNS R
when & cones 10 approaciing Loveion
capitul murkets for developrien: fup.ds. : ;
Novertholess it is trie thar iors e i o Lo
CONUDUING WMPLAtion for ull those w0 HE §
excepional voonomie musele s -
.- - STOD THAT RN o
' The US magarine Business PO [FE R !
bohust wock sae e a4 word CFadvice o . .
b business<men vishing 1o queend i
| charges of price coilusion, p :
} Brsiness Week SUZEEsLL Vo s
© Don’t apree with YOUF Compets e
s 10 raise or maintein sl T :
prices. Lo
9 Pon’t co-ordinate discoun:s, ' .
credit terms. or conditions or Ll !
Cwith vour competitors. oo !
© Don’t taik prices. markups, .or £
POt struclure at trade associagon
' oor other mieetings,
b o Don't agree with VOUr Lo ST
! tors o rotate low bids on con D HA N
i © Duont dgree with comyp. :
b




e Bt

Whar i our view is necded s not o
CTUSAde against economic power per ge
but an effective watchdoy 1o ensure that

- power i3 never abused. a waichdog o
which consumers and other husinessz.

: big and small. can turn 1o whenever thew
i have a legitimate crievance. It should
have the courage to take remedial action
whengver abuses are proved. In many
cases. the simple threat of withdrawing
tanilf protection and tongher competition
from cheaper imports weuld do the trick.
As for merzers. many potentiadly fruie
ful ratenalisstion plans would simply
never get off the greund 3 an st

were made to adjudicae thens

a le the me
which was tf: ' .
by an earlicr comnussion. .
necded is clove sur oillane s :
Another deficienc:
svetem of monspoly o
much comprom
alowed benwecs ol
dom behind tle
deem sees the provess of ¢
rection in action. i
Felp maintain i
tition wis bel

\Whethier

ruers Bill of

[S1

sllings,




;‘f'Ta‘lkS on
“ ab

investment

7R )
R ':,}7/6/7_& e

Political Correspondent
‘CAPE ' TOWN — A
‘spokesman fof a Lon-
. .don-based Arab trust

will see the Depuly
- Alinister of Bamtu De-
_-velopment, Mr Rauben-

heimer, in Cape Town
or the possible’ invest-
_inent of up to R100-

a’s homelands.

"Dr David Mo st.ye
concerning such a ‘scheme.
. He had agreed fo a further
| sinterview. S
B Phar Peputy  Midister
aids he -had advised Dr
Z3tort- the previous. time
that the trust must come

‘. epecifie~projects in- which
its funds could be invested,
PLANNING.
{-v¢ He reférred Dr Morf, at
{ the time, to the Bantu
| Investment Corporation
! and the Xhosa Investment
Corporation to work out
the best way in which such
funds could he used.
! % Raubenheimér.  said
he did not expect t
_a .-statement after: se
this aftérnoon.
was

NOT ALONE

the . Treasury and Task:
siport - R100-millions if

“interview “today,’
iheimer said “he.

, to -the'sGovernment .with -

ake .
eing

to:

. Representativés of the
Arab Trust would also
have to see the homeland

. leaders about any plans

they might have for their

. térrifories; he added.

The Arabp Trust was not

* the only ovelseas Eroup

-mnillion -in South. Afri-

R p—————_ S

e e ek - A i 1 2

Wit is just'a quéstion o
. advies ‘at ihis stage. They:
£ must come with something -

efinite, not a . vaguer
pproach. We cannot goto .

interested in -investing in
the homelands, Mr Rau-

benheimer said.



- BY
PATRICK LAURENCE

KWAZULU was one of
the two homelands offer-
ed loans of up -to R100-
million on behalf ¢f the
London-based Arab
Trust, it was learnt yes-
terday.

. According fo one sOurce,
the second homeland was
the ‘Transkei, but the
Transkei Chief Minister,
Paramount Chief Kaiser
Matanzima, yesterday de-

“and, Ewould cert: :
Lnown™ about it i 47

Arabs had offered ~‘the

Transkei money,” he said.
INTERVIEW

The offers were made by
Dir David Mort, managing
director of a real estate
and development compainy,
following preliminary dis-
eussions with the deputy
inister of Bantu Develop-
ment, Mr Braam Rauben-
heijmer. . i

ir Raubenheimer con-
firmed yesterday he had
been approached by Dr
Aort and had advised him
to approach either the
homeland governments or
the Bantu Investment Cor-
poration or the Xhosa
Development Corporation.

The Minister meets Dr
Mort again today fer fur-
 ther talks after weekend

reports about the offer of
i Arab money to homelands,
| and a request by Dr Mort
| for a second interview.

Chief Gatsha Buthelezi,

Chiief Minister of KwaZulu,

said yesterday: “1 have

been - in - correspondence
- wwith Dr Mort, but I need
to know more about the

——

offer

conditions of the offer be-
fore 1 can make a firm
commifment.” .

Under present condi-
tions, homelands are free

. 4o raise their own loans

but only to the limit of
their own sources of reve-
nue {(RiS-million in the
case of KwaZulu}, But
once they are independent

. — @s the Transket will be

next year — that limif
falls away.

Dr Mort said of the
Arah Trust yesterday: “It
is interested in the wel
fare of Black Adrican
states. It has already made
loans to Ivory Coast; Se-

_ megal and Nigeria. One. of
~the. homelands -“was ad-

ised . to. confact Ivory

Coast to ¢heck? on the
trust’s bona Tides.”

Among the conditions
which the trust would set
for any lean of money to
the homelands would be:

@ A gudrantee for its
loan. *

® A specific project
for any money lenf.

@ Satisfaction that the
project was feasible,

@ A low rate of infer-
est, *“say about 10 per
cent.”

Dr Mort said the trust
would probably only ac-
cept a guarantee for re-
payments from the SA
Government.

He added: “If we get
any specific propesal from
a homeland for a develop-
ment project, we will go
back to the Treasury to
t{ry to negotiate g giraranp-
ee‘!?

Dr Cedric Phatudi,
Chief Minister of Lebowa,
said yesterday he would
be interested f¢ learn
more abeout the offer and
invited Dr Mort to con-
tact him to discuss it
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CKING fret capital inflow of
illion ‘helped South-Afriea ef-

i?.397-m
feemrely‘_.ta bréak even on the balance

1;_1 the first gnarter eof this

t is 1]5
Bulletm ofthe

There was.a sﬁortfal!\ 13

F< Pals-mdhau on carredk ge-

* coust ‘which; with a loss of
' R13-million- on valaation
- adjustments, save a -net

' drap, of Ri- R5-millisn in- the
: guld and foreggn exchange
Coreserves, B wmo

.~ This. was reﬂected m 2
,ﬂmgﬁm the: foreign ex-
-fchangf% holdings of the
; TQrwa.tebank seéctor..

. The holdings and’ ihe gold
-assets held by’ th the Rescdree
"~ Bank rose hy 322 milliop,-

The impagt of - falling
" gold produchon 5~ dd¥n 9
! percent in the first zhree
T meaths of this year —'is
i seenmthevahxeuﬁnatga!d
outputef P838-m11hnn ’

GROUW'H RATE

'Ihe average gold pnce :
waga.per cent higher than <
in thelast quartezuqf,mu

lue of net, )
P;afé%% T
-Copfirmation thal; '

1mum real eéon

showo in the Quarterly
:?eserve Bank. -

gmwth rate of 4 per cent
thisyear can be expected is
gwen by the bulletin. :
The bank expeets a rate
ofhetv.een 3 per cent and 4
per cent, whieh is
marginaly lower than pre-
viously expected. As the
bank says, however:
“These estimates still com-

- pare favenrably with those

for most developed coun-
tries.”

- Evenso,itisa pertment

) remmde.r that thére is a Iot

of difference between in-
ereasing the target rate of
the Economic Develop-
ment Programme to an

average annval growth of

6.4 per centand achieving

- it. Thehare is not sp easily

-cased. _f‘

Itis also not gomg to be
soeasy as some think taget
Lhenexthoqm movmg' -

1

-Suong

=] e

et ganb Bural

- T ‘geyp nch S13 ut;;L
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IT IS a dio iftl e7§

ocean compared with
what the steel indus-
try needs to keep out
of financia! hot water
and not impose a
further burden on the
taxpayer through the
Government.

That is the immediate
reaction from metal indus-
try economists and steel
dealers {0 the announce-
ment that the price of
steel has beer raised by an
average 15 percent with
immediate effect = from
an gverage R230 a2 torne to
an average R26450 a
tonne.

Insignificamnt

Neither do the experts
expect that the small in-
crease in price will have
any signifieant inflationary
repercussions, hecause it
is thinly spread right
through the economy and
should wnot lead to

dramatic rises in prices of _

products coataining steel.

Included in the price
rise, announced by the Se-
cretary for Industries, Mr
Philip Theron, in a
Government Gazeite notice
on Friday, is an increase
in the steel imports levy
from R735 2 tomne to
R10,25 a tonne.

The levy is designed to .

equalise the price of im-
parted steel with that of
locally made steel — many
imports cost 50 percent
were than the equivalent
{gt.saéﬁgmdtgct — and it is
e counlrty a
packet, s

At 22 end of O3 Tt
£Evmeis year «— (o0 June,
1674 ~- the deficit on the
levy fund reflected i
Iscor. accounts was R35,7

Defich

The deficit, in the weke
of T00009 tonnes. of steel
imports in the calendar
year, now stands at a huge
B200 million whick is
being financed " by the
Government, because Tscor
just deoes nmot have the
firancial resources o sus-
tain such a debi,

This year Iscor ezpects
to have to import 500000

tonnes of steel products
which at a levy of R10,23 a
tonne will contribute just
more than R3,1 million to
thé fund.

That means it will take
more than 40 years to
wipe out the deficit.

Behind the average 15
percent increase in the
price of steel is a high tide
of mounting eosts for the
sieel makers, a tide which
in the last financial year
put Iscor mere than R37
million in the red. .

Iscor’s current financisl
¥ear ends on June 30 and
the Government postpone-

ment of early requests for’

& steel price inerease
mean that an even bigger
loss will be recorded, It
could go up to more than
B50 million, despite the
additional R37 million
which the Government is
pumping in through the
purchase of shares which
do  not qualify for
dividends at any time.

Wages

High on the list of steal
cost increases is
wages which at the top
end of the seale have been
raised by 8,6 pereent and
at’ tite botiom, covering
Black lzbour, by 154 per-
centy

At the same time the
prices of coal, electric
power, tfansport . and
mining equipment have all
risen dramatically to put
the Iscor balance sheet in
what an economist called
ag impossible situation,

In boosting the steel
price, the Government has
varied the percentage in-
creages according to the
various different products
turned out by the  steel
mills in an effort to mi-
nimise the Impact on
manufacturing  industry,
commerce and the con-
sumer,

@p:‘yr?L

For that reason the
price of tinplate, the main
material of food cans and
allied food packaging, has
gone up by no tmore than
14 percent while the big-
gest rise is just more than
16 percent on heavy steel
plate, used in the ship-
buildinrg and repair and
civil  engineering  and
heavy engineering con-
struction and manufactur-
ing industries.

Impacs

That means the impact
en the ordinary consumer
can probably be abscrbed
by manufacturers of such
produets as tin cans, but
the costs of major Govern-
ment infrastructure
developments, soch as har-
bours and power stations,
will rise fairly sharply.

Although Tscor began
invaoicing steel deliveries
at the new prices as from
Friday it is expected to be
several weeks before the
first effect is reflected m
the market and in the
meantime the Government
is urging restraint in price
Tises upon manufacturers,
including the car builderg
who have already raised
pricas by a3 much as 20
percent this year and wars
ned that further rises are
in the offing,

-Added together the facts
clearly Teflect that Iscor
no longer could eontinue to
carry the burden of rising
<osts and the lowest steel
price in the werld without
abandoning its expansion
programme gdesigned to
make the country self-suf-
ficient. in steel products
and eventually lezve a
small surplus for export.

Such expansion Is regar
ded by the Government
a3 being vwital to the
economic futura of the
country,
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Fr. TS v.d

Top Companies Special Survey

Producing the Top 100 table for the
annual Top 100 Survey is a real bastard.
This year some errors crept in. So we're
running the main table again. This time,
hopefully, 100% correct.

The following companies were omitted
from the original table: Tiger Oats, Oude
Meester, Ovenstone Invesmments, Dun-
lop, Schachat, Tollgate and Primrose In-

Primrose’s David Lurie

dustrial, while Metal Box was incorrectly
ranked.

The Top 100 table also carries, in the
second column on the left-hand side, a
ranking in terms of market capitalisation.
This ranking has also been corrected in
the table published below and these
corrected rankings should be applied to
“The Capitalisation League” on page 76
of the June 6 Special Survey. Some of the
rankings in “The Top 100 Market
Leaders”, on pages 71 and 72, are also
affected.

The third column on the left ranks the
Top 100 companies by net profit, and
these rankings are also corrected below.
The “R1m Pre-tax Profit League™ (pages
65 and 66 in the Survey) is also affected
by the omissions noted above. The
corrected rankings by net profit, shown
below, can be used as a rough guide for
amendments,

In the corrections published on June
13 and 20, the rankings given referred to
the position each affected company
should have occupied in the tables pub-
lished on June 6. These rankings differ
from those in the table below to the

Ranked by:

Market
Total capital-
assets isation

Net
profit

2
2{1)
3{—)
4{—)
5{3)
6{—}
7l—)
8(4)
9({5)
1016,
11[19;
12i —
313:3}
14412}
157100
16(9)
Y7
1514}
19—}
20(15)
Z2Hi1}
22{20%
230113
24118}
25116}
26(—}
2H21
28123
253122}
200 —)
31i26)
324186)
33127)
34(36)

2{3}

LER N
131—1
21—j
{6}
25(—}
33—}
414)
5(2)
8(7)
9112y
38—}
19(20}
23(23)
33(34)
61{5}
42{32}
18{14)
83{—)
15119}
16(9)
3328
29017}
57615;
3135}
58(—)
37011
56({52)
14010}
61—
26(21}
201151
46(36)
401311

2{4)
H1i)
10—
12{—}
213}
3d(--}
5{ -]
3(2)
716)
1411)
9(13)
i8-—)
6(5}
20123
L20E
8t
3530
19013
8at- -
1132y
1383
21126}
42:136!}
3998}
15121)
320 )
23{an
54(39)
16i{12)
47{--)
29(29)
30015)
43353
28118

SA Breweries. ...
Barlow Rand ..

Rembrandt Group ..
Federale Volks®......
Amic® ...
AE&CI R
Huletts.. ... ...
OK Bazaars.
Tiger Oats....
A-T Industries®
Safmaring ...
Murray & Roberts ..
Dorbyl.. ...
Premier Milling ...
Arnglo-Alpha ’
Flate Glass...
Picbel...
Sentrachem . ..
Highveld Steel.
Protea Holdings.. ..
Tongaat............__._.
Greatermans ... .
Stewarts & Uoyds..
S Atlantic® ...
Afeol ... ...
Qude Meester .........
Stellenbosch Wine
Bonuskor*..
Unisec ....

PP Cement....

THE TOP 100—-

extent that they are affected by changes
in the corrected table above the position
of the company concerned.

To keep the record straight, we suggest
that the table published here should be
pasted into your copy of the Special Sur-
vey.

Our apologies to readers, and to the
companies affected.

_ ! e

Cude Meester's Dirk Hertzog

Months
Markst since
Total capital- Equity Net Tum- Em- vyear
assets isatign funds profit over ployees end i
—_ . ‘Rems— - ‘000 |
695.01357.7) 199,9{276.7} 205.01202.7) 2689 119.2) 627 11276.4) 52 6i32.5; 14 :
563.61441.4) 256.2(358.8! 217.0!175.2; 58.9 137.00 683.9(585.7) 51.4147.2) 8
360.2{272.1) 66.3 (B5.7) 88,9 749} 125 77 349.31282. 1} 515 11— 14
345.61307.0y 486 {56.2) 144.4(1484 *108 {12.6} - I— R | 14
345,4(306.8 88.7{130.0) 248.0(243 0} r21.3 424.7) — 1—) — -y 14
329.8(303.1) 418 131.8) 86.0 (817, 57 44 - ' — 11—t 17
324,9{231.8) 177.41173.5r 183.8(158.7 2098 (109) T B —  {—i 17
272,3(250.3} 166.6i204,6) 160,0(145 4; 269 (201 204 .41165.5¢ 15.4{15.6! 17
244211874} 116311631 1136 (90.5) 148 <1234 190 3116561, 249225 L
199 3(135.00 857 (89.3) 1220 (765 49F 170 4321712548 18.5016.7: i4
186.1 95,0} 75.7 (66,2} 83.1 482y 1128 166 126 0(152 & 1— &
197.11154.0y 27,9 (24.2) 45,1 i37.3 9.3 3.7 282 111953 - 11
173.51126.6) 50,7 (50,1} 40.9 (31.8) 162 1119 150641178, - 1
152,3(110.3) 44.0 {43.3; 399 33.9) 82 5.0 Lo 52.2140 9 i1
150.61119.3! 319 35 .» 659 612, 79 (59 17691156 5 20,1:21 & 8
146.41121.3] 114.7{133.8} 57.0 150.00 129 86 323212579 199 "84 T4 .
"35.51121 2 240 135 8; 41.6 134 24 8? L 793 163.00 6o 1451 I
13441107 9) 5.3 1u75) +~3.8 3609, 88 162 - e 14 71:3.9: id
130.8 144.9) 53 7.2y 05 37 6 08 254.21164.4) — k) 17
129.0 {96 7 63,5 (50.2) 603 (34 % 20 A 1371 182.1) 5.t 4.9} L}
E17.3(116.6) 62.0 (79.00 518 254 99 73 62 6 (56 38 3% il
1152 180.5! 4.2 40.2) 33.9 (290 82 150 152.8(117.8) 85 (B4, e i
114.4(103,3} 350 151.4) 74.4 (85.7 50 3.7 77.4 (544 1691157 14
1143 (91.2) 17.3 119, 1) 28,5 (250 1 133 t—) T6 114 5 i
110.3 (96.4) 58.3 152.4) 32,6 1343 9.3 5 — 11 121010 7: 8
109.6 {Bb,6) 16.8 117.6) 356 (29.9 59 37 156 2111237} [ i
106.8 185.3) 28.1 150.8; 441 1381 77 294 1166 1902a 98 86 id
1053 183. 1) 18.5 (22,1 31,9 29.01 42 21 V- } Lo 3
102.7° (87,.3)  64.7 (77.0) 42,1 (39.3) 23 1689 168.91125.6) 14
101.2 (89.3k 16,1 (22,81 46.0 i43.3 45 125 [ it
1005 (71,2 393 (149) 549 (499 6.2 44 — 13.5} — t7
95.7 181,11} 504 {54,5) 60,3 (543! 60 143 840 170.5: HRAR R -1 17
93.3 {65.2) 22,7 {31.3) 46,3 (31.2) 50 138 958 (74.9; 46 472 it
93.0 (58,51 252 (36.0) 6068 1568 65 155 567 1266 2.1 U E 2
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Ranked hy:

Market
Total capital-
assets isation

35(—} 67(—)
36(29) 30018)
37(25) 24{16)
38(28) 84{79)
38131} 21{69)
40[40y 12113}
41430} 27126)
42(43) 94{—)
43(37)} 701100}
44(38) 92(—)
45(34) 56{(33)
46{60) 65(60)
47{33) 72(89})
48(32) 76(68}
49—} 63(--}
50147} 22122}
51{46} 53(48)
52{42) 51(58)
53{52] 83(62)
54{61] 68(63)
55{41) 91(78}
56— 81(—)
57(35) 35{29)
58(49) 62{25)
59(53) 10(8)
60— 11{—}
61{48) 44(44)
62{62) 17(30}
63(—) 491—)
64(89) 47(41)
65(—) 88{—I)
66[45) 89—
67{56) 82(—)
68{72) 78(43}
69(57) 87(94}
70171) 97197}
71{55}) 43({42}
72{50} 45(37}
73168) 52(55)
74(—) 62(—)
75(51) 36[40)
76{54) 71(86)
77(58) 85(—])
78— 39(—)
79(97} 90i—}
8066} 74(74)
81(63) 50(39)
§2159) 32(50)
83(78) 95(—}
84—} 28(—)
85(64} 59(64)
86(69) 73i84)
87— 79(—)
88(—) 48(—}
89(—] 1001—)

90(74) 54(38})

9187} 66(—)
92{(—) 80(—}
93175} 60(53)
S4(—) 86(—)
95(85) 98{—)
96(73) 75(80)

27(82) 77(83)
98—} 98(—)
T 99— 96—}

L 100l—) 69(—)

=Adjusted from & to 12 mgnths.
13 to 12 months. RAdjusted frem 15 to 12 months.
Companies marked with an asterisk were shown as industriallholding cormpanies in previous SUrveys.

Net
profit

51—}
36122)
25010
62(50)
56(34}
17017}
31(30)
78(42)
99(86)
76(89)
33(27)
48(55)
84(66)
41024)
54(—)
27{33)
43{48)
45({51)
7001700
61{69)
83{64)
g2{—)
46(25)
64{40)
24{19)
26(—)
60(47)
74437}
73—}
48(77)
96(-—)
8597}
S1(100}
71(59)
72[54)
86(79)
44(45)
37200
38(57)
79—
53(43)
89(76)
85(94)
80—}
g331)
63{49)
68(52)
7758}
90(87)
80{—)
75172)
57(56)
82(—)
94—}
100(—t
55(28)
66(74)
68(-—)
58{44}
62(—)
98{90}
65(63)
817)
97—}
81—}
58—

Total
assets
L 611 R 89.2 (30.2)
s 81.8 166.6)

Federale Kunsmis... 81,4 (752}
McCarthy. Rodway 80.5 (67.9)

Leviand.......oe....... 782 (61.5)
72.6 {54.4)

Metal Box 69.8 (62.8)
Datsun... 66.0 (50.7)
Union Steel.. . 65,2 159.2)
LTA s 63.6 (56,6)
Rennies..... e 8632 154,1)
6.6 (37.2)

61.1 41,9

61.3 {5400

60.4 {39.7)

58.0 {43.7)

57.3 146.0)

Irvin & Johnson...... 56,5 [51.1)
Camet Mfg .............. 56.0 149.2)
Ropes & Mattings.. 550 {36.6}
Williams, Hunt........ 54.5 (52.4)
Sagit? e, 53.5 (35.9)
52.1 (32.0)

Utico.......... . 520 (42.3)
Woolwaerths. . BLT (407
De Beers Ind*., 51.6 {49.5)
SA Druggists... 51.4 {42,2)
Swazi Sugar.... 51,1 {46.3}
Metkor®........ 50,6 (55.8)
Kaap-Kungne........ 49,7 {30.9)
Fuths Consinv*.... 469 (15,8}
T WIiSPECO .. 46.5 (42.2)
Phil Morkel ... 45,9 (40,1}
Schachat....... 45,7 {291}
Atkinson-Oates....... 452 (39,3}
SM v Achierbergh.. 44,7 (307}
Everite .....ccccocoeoe... 44,6 140.4})
44,1 {403}

43.8 {29.3}

43.7 (354)

Reynotds.........c...... 43.0 (41,1}
Hubert Davies......... 40,6 {43.1)
CNA Inv.. 39,8 {38.6)
Placor ..... 39.4 (28.1)
CJ Fuchs.... 39.3 {23.8)
Tollgate.. 38.9 (33.7)
Triom..... 38.7 (35.4}
Blue Circle . 37.9 {36.6)
Marshalf Ind .. 37.2 {25.8)
African Cable 36.5 {20.5}
Cons Glass..... 36,2 (27.5)
36.2 (293}

36.2 (27.1)

34.4 {32.1}

33,7 {29.5}

33.5 (28.3)

33.2 (24.7)

331 8.1

33.0 (27,9)

33.0 (18,5)

-~ 32,8 (24,0
Adcock-tngram....... 32.8 28.7)
Maibak ........ - 32,7 (27.1)
Bromain®* 32.4 {31.8)
Vavasseur... 32,1 {11,3)

Primrose Industrial 32,0 {2300

Figures in parentheses refer to previous year.

tAdjusted from 9 to 12 months.

141
331
43.0

7.8

249
66.7
378

49

1.9

5.8

185
15.2
13
108
159
45,6
19.0
19.6

13.6
5.9
9.3

30.2

154

721

715

23.6

56.2

211

22,4
6.7
6.5
82
9.8
63
4.4

23.8

228

19.3

16,1

29.0

11,7

7.4
25,6
6.4
110
210
320
4.7

371

16,7

11.2
9.7

213
1.6

18.8

14,2
g4

16.4
1.0
3.2

10.8

10.5
3.7
4.6

i2.8

Market
capital-
isation

119,08
150.9!
154,2)
113,54
{26.7)
159.8)
141.5)

19,0}
{10.4)

(7.4}
{13.2)
{17.8}

9.0
{153}
124.6)
t43.8)
(24.1)
119.6)
117.2)
(12,2}
113,79y
{10.7)
137.8)
127,56}
80,2}
{79.8)
125.3)
{36.1)
23.8
127.5)

(7.8}

18,6)

9.1)
29,1}
(11.5)
111,31
(26.9)
{31.0)
(24.1)
(14.5)
27,7}
f12.1)

(8.4}
(28.5)

{6,8}
(14.3)
(28.0)
{23.4)

(7.5}
{42.7
(16,7}
12,3}
{13.9)
{20.6)

2,5)
(28.7)
(11,00

(1,4}
(22,00

(8.7

(3.4)
{12,9)
(12,4}

6.0)

8.4)
{14.6)

THE TOP 100

Equity Net Tum-

funds profit ovar

Am
1.3 (8.6} 43 2.0 59.2 130.1}
44.5 (41.00 56 150 215911919)
30,5 (28.1) 7.1 {56 68,7 160.6)
208 (18, 1) 29 12,5 196.4(161.6)
415 (37.9 4.0 {3.9) 81,7 {96.2)
495 (36.41 92 158) 78,0 {58.6)
3t 128.0) 6.0 14.2) 815 {74.9)
167 114.0 2.3 1321 101.4 (87.3)
265 (256) 09 .1 1042 (76.9)
58 (400 2.4 01,00 168.8(146.3)
33.4 (29.8) 52 14,6) 76,5 (59.2)
22,0 117.3} 44 12.4) 164.7 (90.0)
24,1 (2t 1 20 11.8) 59.8 (503
27.2 123,04 50 13,7 99.5 1799}
21,1 {13.6s 4,1 (2.5} €84 (374}
27.4 (16.3} 6.9 (3.4) 7.0 {75.2)
19.2 (16, 1) 4.7 2.8 58.0 (45.9)
356 (32.0) 46 2.5 88.5 (66.8)
18.8 (18.2) 27 3N -— 13.,5)
26.3 118.3) 36 11,9 46.3 1299}
24.0 {22.7} 2.1 {20 74.4 (7486}
22.8 t18.2) 5 012 26,8 [—)
22,8 (195 46 3.0 57.9 (46.3)
30.7 (29.4 132 42.4 (380)
306 1263 7.7 154 B6,9 (724}
73.8 {79.8) 7.0 63) — —
17,1 {154} 3.8 128 80.2 {66.9)
27.7 28,5} 2.6 {36} 25.7 {22.1)
41,3 (388 26 1(1.8) — =}
221 (16.2) 44 {15 — —
129 (84 =11 (05) =37.6 na
21,4 (208} 1.3(—0,2} 32,5 {39.0]
6.0 (3.9} 1.5{—1.6) 46.8 {35.9)
16.6 {8.4) 2.7 123 — )
191 17 & 2.7 (2.4) 1164 (37,3
15 (78 189 114 - —
31.2 (28.4) 46 3.0 36,1t (28.7)
36.2 134.1) 5.4 (4.4) - 46.9 (40,0
22,2 (11.0) 5.2 {2.4) 495 (37.1)
g1 n'a 23 1.2 75.6 n/a
34.7 {33.00 41 (3.1 — ]
17.0 {16.1) .6 (11} 72,0 {56.00
157 (147 1.9 a7 765 (74.1)
38,9 (42.8) 22 (1.4) —_ (—}
16.2 {12,2) 14 {08} 346 {24.5)
22,6 (20.7) 32 (2.6 32.3 {2749
9.4 8.9) 2.9 {2.5) 180.4 169.2)
24.3 (209) 2.3 11.6) 21,2 (15,7
154 {13.1) 1.5 11.0) ‘454 {27.2)
246 {13.0) 44 (34) 50.3 {34.0)
153 {(14.2) 24 (1.8 48.3 (36,3
25,1 {264} 39 {24} 1116 (54)
13.6 (11,00 22 (1.8 36.4 {(24.9)
26,0 (25.8) 1.3 11.3) R |
4.2 3.7 0.6 1{0,6) — {(—)
18.5 (15.3) 4.0 {36m 51.2 (43.4)x
16,5 (12.5) 30 (1.7 —  {—l
13.2 (— 128 1(0.6) £25.3 (27,0)
14,8 {12.6} 38 3.0 52.3 {43.6)
12,6 (9.9 35 2.1 —_ t—13
46 21 09 {08} 203.0(144.0)
15,3 (14.2) 3.0 (2.1} 46.6 (42.0)
11,6 {10.4) 2.2 (1.8) 60,4 (50.8)
153 114.8) 09 ©7N — —)
1.2 {4.9) 1.7 10.6)= —_ —)
16,7 {11.3) 3.8 (2.0} 225 {188}

*Adiusted from 10 to 12 months.
1Adjusted fram 18 to 12 months.

sAdjusted from 11 to 12 months.

Em-
ployees
‘000

4.2 i34
15.0114.0)
29 128
— (=1
56 (4.3}
6.7 16.2)
8.5 18.2)
5.3 150
59 16.7)
21,2263}
11.2 89
7.3 14.8)
— {—
4.1 {3,6)
— =)
64 (57
3.4 (3.5}
25 (7N
— A}
5.8 15,1)
— (=
- =
6.0 18.8)
2.9 (3.0)
2.9 2.8)
— =i
2.9 (2.8
el
— =1
1.8 {1.8]
— {1
3.4 i5.00
3.7 12.3)
|
— ]
— {—
3.7 (3.5}
3.4 (3.3
— A=}
80 na
— =l
3.8 3.9
7.0 {7.1)
— (=)
— =l
— =
— A=t
53 (1.4
— =)
— i}
6.7 16.4)
— [l
4,4 (3,8)
e
— A}
3.6 128
3.8 (13.4)
— {1}
5.8 (5.1)
— (=)
3.0 (3.1
A
— {—}
— =)
— =)

— =)

Months
since
year-

end

16
17
17
B
.12
14
8
17
11
11
11
18
17
1%
11
15
11
14
11
9
11
1
8
12
17
9
14
11
17
15
IR}
15
18
11
15
11
17
11
17
14
7
15
14
15
12
17
&
9

10

11
14
1
11
17
8
8
11
11
11
11
11
14
15
17
12

A djusted from
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"working  capital

on dixed capital

v Cape:Town — -
‘ihe. presont Afakro outlets

© e¥pansion plans

S@ UTH African?

enfrenchment as South Afi

" SAB plans to spend
R80-million - by March
BeXt year to modernise -
and farther extend its
hold on the South Afri.
can economy. The addi.
tion of R20-million as.
; takes
projected commitments
to R100-million,

- This, and other plans,

'_“]a}i;e detailed in chaitman

8 Cronje’s annual
review for fiseal 1973, .
published yesterday. =
. Dr Cronje .tells share-

y Bulders that there should

a further sound im» -

-provement in SAB's profits

for fiscal 1976; but warns
that “the South African

" economy faces’ Fsome, d H-

fleulties”, L
‘Dr Cronje says that ‘the.

Repmillion will be spent
i invest.
ments in s brewery oper-
ations; an television equip-
ment and TV sets fop legs-
ing; and on the first stage

- 9L a programme fo develop

larger retail storés and
Bypermarkets,

Of this, R30-milficn wil]
be spent op brewerit_es op-
erzlions, and the-chairman
adds. that “fhese ezpend-
itures are al!” eonsidered
essential if we are to ment
projected  turnovers apd
maintain our position in

" the market place™.

AB, wiick comtrels OK

Bazaars, not unveiled

Jits hypermarket plans, but

it is understood that the
group rolans ot least &wo

* hyperinarkels i ‘one .ia;’

Joianaeshurg and one in
ngar

“fhe cbst of tho pronp's
L will be
funded from infgrnal re-

., Sources and from borrer-

—

S )
reweriss is thrustin

| Tios (s 7rns )
B ;z'/(f7

in May SAB megotiateg
a R20-millich loan — ¢irst
reported  in BUSINESS
TIMES on May 4 — and
‘has R1G-million in the pipe.

- line from the leaseback of

properties arranged with
Sanlam, .

It will use its short-term
faciiities to supplement the
balance.

The shortfzll will be met
by disposal of assets. and
the chairman adds: It 1s
essential In the present
financiat climate that the
group utilises its resgurces
more effectively”.

Gross “margins  were

sgueezed last wvear, and
though' turnover rose by
42 per cent {0 a record
RE88,9 million the pre-tax
and preinferest return
slipped from 10 per.cent
t0 9.4 par cent. - .
- Net inferest paid rose
Significantly from RS,6-mil-
lion to R13,%million, but
despite this factor, the
group was able to report
record earnings of 18,1c a
share, znd mprove its
dividend payment by 0.5¢
to 8¢ a share.

SA Breweries should en-
Joy some relief on the m-
terest front charge if in-
terest rates continue to
tend down, and beczusy of
management's intention to
control costs strictly, earn-
ings  growth- shonid con-
tinge.

Over the past 10 vears, )

earnmgs have grown at an
Averaga anniat .compound
fate of 12,3 per cont.

Dr Cronfe is partioniar.

13 1neid on his graup’s o«

sponsibilities Towards the
communify it serves, Points

from hig veview inelude:;
O848 igal moring é:omrds
unified salery and wage
siructures to-elimingte the

wage gap between Blaek

and White workers doing
the same job.

Q In additior to suppors
ing sport, university educa.
tion and charitzbla eanseas,
SARB will concontrata its ef.
forts: more foreefully- in
the field of technieal edu-
cation, -

© SAB infends te initiate

“n research projeet to iden.

-assotdted with

tify .the varions problems
the cop.
sumgption of alcohel bev.
crages, and- in ovaluating
the scriological cfferts of
these, -

Br Cronje makes a plea
for the guthorities to as.
cist the private sector by
offering ~ forward cover
facilities for medinmtorm

loaps, thus eliminating the
exchange risk.

The  capital. Teguire-
g_zants of South Afneﬂ;rhﬂxo

Ustry sre vast, and ila
SAB hos ihe capacity to
raise forsign ecapital, the
Eroup is cbviously ezpos-
ed {o currency ricks,

If forward eover iz not
accepied as gz proposal,
thén Dr Cronje suggests
that realized currency Ios-
5es on lgans should ba ai.
lowed as o deduction from
income when fax iz deter.
mined.

There 5 no breskdown
of turnover eontribution,
but on the profit contribu-
tton front, the Sguth Af-
rican beer division retaing |
numher ane mmof at R1° —

By COLIN CAMPBELL

g towards a R1 000-miili
c3’s biggest industrial group.

© Steibos (29 per cent)—

this company finds it diffi.

cult  to  predict  sales
volumés this year because

of possible consumer re.

sistance to higher prices,
but a further profit growth
15 expeeted.

Because of the ghawing
effect of inflation, SAB
praposes to revalue ijtg
assets on a2 repiacement
basis this year. ’

As an investment, SA
Breweries can safely hne
recommended as a safe
medium-term helding.
: & group is  elpsely

2ue Marnugae 7 —

on turnover and solid

identiffed with the growth
of the South African eco-
nomy, and though the per-
ceniage rise in dividends
pald mayv not he dramatic,
at least shareholders have
every .right to expecy g
steadily rising dividend in.
ceme,

_ Its earnings track record
15 good, and given manage-
ment's  determination to
work assets as profitably
&3 possible under currept
inflationarv pressures,
shareholders  ean safely
het that this vears
ings will ‘be z recard.

earn- -



‘Devaluation

second half of 1975.

The Treasury will, in
turn, seoop in about B30-
million of that through pro-
fits tax on the mines.

Last year gold mine re-
venue was nearly R2 500-
million.

The average gold price
was around $I55 as re-
ceived by the mines.

On present evidence it
wiil be higher this year, but
total revenuye — before the
devaluation effect — was
jooking to be about the
same hecause of lower pro-
ductiomn. .

But the devaluation —
which is particularly im-
portant because of the pro-
mise that parity changes in
future will, as was
traditional until 15 months
ago, be made only in
absclute necessity — has
given the mines a 5 per eent
windfall.

it is 3 per cent and not
4,76 per cent — the cofficial
devaluation figure —
because of the *‘‘two
arithmetie’’ of a de-
valuation. Gold, for ex-
ample, is priced in dollars.
What matters to the mines,
however, is the converted
rand price.

B60-million revenue to the

The effective devaluation
equation is then 5 per cent.
It work the same way that
as a rise from 100 to 101 is
an inerease of 1 per cent g

* fall from 108 to 99 is 2 move

of more than 1 per cent.

How much the 5 per cent
is worth depends on output
and gold price.

But over the second half
of this year, it seems likely
to be about B60-million
eompared with the revenue
outlook pre-devaluation.

The devaluation has heen
generally welcomed. But
there has been eritieism.

A spokesman for the
South African Feoreign
Trade Organisation said:
“From a trading point of
view, Safto welcomes the
devaluation because-of the
favourable affect it will
haveon South Africa’s vital
exporis.”

But Professor Arnt Span-
dau, head of the de-
pariment of business
economics at the Universi-
ty of the Witwatersrand,
commented: “If anything,
there should have been a
revaluation of the rand as
this devaluation will have
a considerable inflationary

“booster for
- g0ld mines

By HOWARD PREECE:
Financial Editor

THE decision to stop fleating the rand and devalue it against
the dollar from a eentral parity of $1,47 to $1,40 will add about
gold-mining industry over the

@/‘1 .s’% /;g'

affect on the South Afriean
econcmy. o
“I believe it could push
up inflation by about 1 per
cbnt. '
‘“*Although the de-
valuation will aid exports, I
see no point of artificially
supporting exports.™
Mr A. G. Briggs,
chairman South Africa
British Trade Association,
said: “The devaluatibn is
by no means u'nexpecte_d
and I believe it will assist in
redressing the balance of
trade figures between
Britain and South Africa.
“The devaluation of the
rand is particolarly im-
poriant heeause of South
Afriea's exports to
Britain,” . )
TRAVELLERS

Mr Errol Lizamore, in-
ternational division
economist of the Standard
Bank, said: “‘Because of
therecent slump in the goid
price and the less
favourable export pro:
speets, the Government’s
decision almost certainly
takes into account the re-
latively low level of the
country’s gold and foreign
reserves and the need to
curb specualative outflows
of capital. :

“This is a direct benefit
to South African exporters
and in terms of sterling ex-
porters to the United
Kingdom will now receive
about R1,61 for every £1
compared t{o the previous
rate of £1=R1,53. This will
assist them in maintaining
their share of this im-
pertant market.

“However, the cost to the
traveller will rise because
the dollar is now ecosting
more in terms of rands
than before. For instance
— tor buy £100 travellers’
chequies will now cost R161
instead of R153. )

“There is onie other effect
on the man-in-the-street.
Imports from abroad will
cost more, and this effect is
bound to be felt in an in-

crease in the cost-of-
Huino *?
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LONDON When crities of South Africa visited the com;try {o see things for themselves
their attitude invariably changed, Mr Harold Morcombe past president of the South Afn

- ean Federated Chamber of Commerce said. -~ f

>

QUOTES

BR C‘EDR!C PHATUDI, Chigf Minister of Lebows: -

. ‘Pecple in the Bantu homelands have & soufd eduut!ml base !or fast and
rapid growth and are becoming a people well g pared for the future, We have
adetuste Inbour of 21¥ types fully willing and & le to roli nptheiraleom and to
Ben& to the task of assisting in the develnpment of their tzrzitortu

" DR W. B. COETZER, chainman of, Ganernl Mining and Finance:
*Britzin is earning an average, on her South Africag investments in
excess of 12:gercent, compared to #5 overall averags of § percent on ail her forslgn
investments. This compares witlf 88 percent on Britain’s American investments,
86 ‘fparcent on her Ausizalian, and 51 percent on her Canadian investments.
.. %, *South Africa takeyupsonly 5 'percent of ‘the total area of Africa and houses
& percent of the continenf’s popuiation, but its industrial production is neaer
half of that of a1l the other countries together. South Africa generates 60
of tota] electricity aid its railways carries. abont.60 percept of ail raflway eight,
. while its telephone system comprises 48 péteent of.all the {elephones. in Africa.

. DR:h. ADENDgRFF, managing director of the Bantu Investment Cor-
N’azr‘g“. . B

m&maAMmmhﬁmmSm&Atﬁuﬂu
wovkbrs will-enter

o African
'ﬂm Iabony hsrket every year. About Ri60umillion will hiver o b&mﬁmﬂy,
to crefie mfticient fob opportlmmes in the Banty homelantis ¢ :

It wis_doghifubashethier: the ghortiall In

. requirements, wel) &
‘:, - sMifls recexBary $o-Lreate the reqmredi!mduxtﬂa}* S?i:s, eonld ba,suppned by Santh

= SErita alons. Fortthis

o e mrves e ownse i ¥

foreign investmeht is- imnerative o enable us fo

3

Speahngataseminnan

!nvexﬁng!nSouthAfrim’

e mentioned the visit of
five prominent Britlsh
trade unionists in October
1973. In mapy respects,
their preconceived ideas
had changed,

Mr Morcombe mid
South Africa’s Tecent
growth performance was
well known. A political
commitment had recently
been given to z hich rate
of real growth of 6,4 per
cent in the interests of ex-
pranding job opportunities
for Blacks, expanding lv
ing standards and parrow.
T

RS
change, but
mthe.

Tealiy
" 'Iapse oztheentims
+ angd #eonomtie siruciures

ifhe countey :
they would eail &3?““"
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SA " move
criticised

MR BRIAN MACLEOD, director of the Cape
Town Chamber of Commerce, said today the
rand could have been revalued instead of
devalued by 4,76 percent as was done last

L e,

B =]

% v -
.. Mr MacLeod, who has - fn wvall =kterms - of
‘Just  Teturmed, fromf a'¥ EurofianRurencies,
trade mission to Eutbpe, - Seuth Africa’s itjon ' in
said he had gained the Eurcpe wounld not' have

impression that if the been seriously affected.
rand had been intresised The devaluation was un-
__. Becessary and inflationary,

he said.

‘It was a precipitate
move and not a2 very wise
one, I feel the Govern-
ment should have waited
to see what happened to
the pound. There are
already signs that the
pound has strengthened.

‘The Government should
also have taken a careful
fook at how sales not
only to Britain but to
Europe would have been
affected {f it had main.
tained the value of the
rand or inecreased it.'

Mr MacLeod queried the
necessity of devaluing the
rand to protect the British
markeis, :

‘Other countries which
are major suppliers have
not devalued and. further-
more, Our reserves and
balance of pavments are in
& healthy state,

“There has been a lot of
speculation against the
rand. If the Government
had held on for six months,
it could well have found
its position in British mar-
kets would not have been
seriously affected.’ °

Mr Macleod pointed. out
that devaluation would not
enicourage further invest-
ment and warned that it
could affect the flow of
money into. South Africa.
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EBIEY ’a.I .furexgn e
mvesfm nt™ in Africa
'goes ta-Scuth Afrien;

; the chairman of Gena,,

«.¢ral Mining, Dr. W B
- Cpetzer said. :

" - Although Soisth éﬂ'ma

- i...,,js on the tip of Africa afid

-houses oniy six percent of

L aﬁp‘ulahdrr “its ‘produe-

- ton. xs nearly balf that of

Hg

o . ESTIMATE

; £t
“ER - other | ﬁfﬁean

- tries;"he saide -
=7« Stuth - Atties |

fohn--

e' mteS'

half tha mntgnerrt’s relee .

tricity
"pETCent
: fBeightd,” -
Dy (‘oefzexrgéﬁded that
, direct ad: dndirect fareign
:nvestment in South--Afri-
can businesses rese at an

and ° cams‘s‘
of

annual rate of 1% percent .

~ from 1866 to 1872

During this permd, it
increased from RZ 28657 to

resented 2%5 percent .of
-l new mvestmemsf‘ i
Sou;b 3 u..:

C Dr Coetzer esﬁ.mates
that the valge
foreign
South Africa — both® . ori-
®ate. and pubiic sectors #-
gxeaeds RY mmm St

-,.nH‘e . said-: " -potential
growth areas in the South
African economy are:

© The spending . pov:’er :

nf the Blacks,

"

w. B uw

[N

MOfF - all-
!tmestments Tein,

cﬁg . -
zts rm}way .

& Toe, ,zelemsmn,,;mﬂ‘h-
stmetmn‘,'; t&x&ﬂes«ﬂ T
gineezing and {:hermcal fu-
dusmes. 3

South, Afnt,a‘*s' .tnfl‘a\?truc- .
Ttures o

. He* bbHeves the ﬂnmﬁg -
industry wilt TRTON ‘faster :
than other, sectovs .in’ tha :

" South Afrfcan econdmy. -

South Afriea’s internal -

, affairs’ Had  faced: . -severe. !
" ctiticism but, oncejefitfes
had pade the effort to |

- wsﬁ:'«thg copmiry, their at-

. titude
1y
R4700m in- 1972 and wep- -

?‘h"’ﬂg‘“‘ mplete:

Industries . Mr  Harold

:* Morecombe . addresmg the

“together ;
undepstariding and mutnal’

" @ The development of

confereqee.

He + stressed 'thef’* qeed‘

fnr busmessmen 1 gvér
“the world'ia’ work elosdly
becagse . of the

‘trust byily up ﬂx:uug}i bu-
-siness Hfkw -

South'. ﬁ.fuca, he' satd.
Wad a remarkabie record
af mdustrzal peace ang a2

¢ large siicer of the free

world’s resources wt

i
1
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.. This View was expre&‘é?d ,
by past president "o, f.h*e '
TISBA Federated Chambe? of



‘The old familiar ways have their atirac-

lions after all.” After a year of
~independent managed floating” the
rand, hke the prodigal son, has rewrned
home — much chastened to the dol-
tar. And, by all accounts, a long and rea-
sonably stable association is once again
i the offing.

How much damage was caused by the
-and’s adventurgs with that “trade-
weighted basket of currencies” cannot be
juaatified. But it would have been con-
iderable, especially since March. With
he doliar strengthening and the pound
weakening, SA’s currency steadiiy appre-
jated, creating, in the words of Finance
Ainister Owen Horwood, “the expecta-
ion that, in terms of the existing S4
xchange rate policy, the rand would be
djusted downwards against the doflar n

series of small steps™ {(his italics). *

The result {which would have been
ery different had the rand been truly
oating) was a massive drain on the
yreign reserves, with importers speeding
ayments, exporters delaying repatria-
on of proceeds, domestic credit being
ibstituted for foreign trade credit and

e inflow of privaie capital generally
-ing delayed.

The magnitude of the drain cannot be

dged from published figures (which

clude official short-term loans). But
om remarks made by commercial
inkers last week it could have been
OTMOUS. :

Whether the run on the rand would not
ive happened had the pre-June 1974
change rate policy been in force all
>ng is debatable. But what can be said

ancial Mail July & 1975

"The rand was devalued — by 8%

policy. Thankfully. that policy has new b

future exchange rawe decisions will be ba- w0

issucs — like inflation

with a fair degree of certainty is that the
run would probably have been much
smaller, and last week’s devaluatdon per-
haps unneccssary.

Isdecd, it can be argued that the latest
devaluation could siili have been aveided
if the Reserve Bank had followed advice
and announced, even as late as the first
week of June (ie before the presant ster-
ling crisis started), that it was abandon-
ing “Moating™ and reverting to the old
policy at the ithen existing exchange rate
of $1.47. or even at a slightly higher rate,
say S$1.48. Those who had already sold
rands short wouid have burnt their
fingers, speculation against SA's cur-
rency in ihe weeks ahead would have
been less intense, and probably the rand
could have safely ridden out the current
crisis in London, with the Reserve Bank
borrowing whatever was necessary Lo
support 1L,

For, [undamentally, the balance of
payments stll jooks pretty scund. The
current deficit has been running at only
49 of GDP during the past year and will
probably start to marrow Once OVErsens
economic conditions improve. Aleo, the
long-term capital account remains fuirly
strong.

So there was certainly no need to
devalue for underlving balance of pay-
ments reasons; SAs trade balance could
easily have witiistood the Z%- 3% appre-
ciation in the average external value of
the rand that would have taken place
over June had there been no cut in the
rand’s dollar guotation.

Bui that is now a hypothetical 1ssue.

and
instead of appreciating by 200-3"> over
June, its average external value /a#/ by
205-34,

Over time the depreciation. if It is not
completely wiped out by o further
weakening of sterling and strengthening

il

-

A, 4‘/7/75’

Devaluation was forced on SA by amisgpid
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SA needs a lot

om overseas s

By CEBEBRIS
_CAIRNCBOSS
Industrial Editor
"THE valae of new
fixed invesitmen{ in
South Africa over the
next 10 years conld
reach BR&60 000-
million, acecording to
Dr W. B. Coetfzer,
chairman of General
Mining, who stresses
that a good percen-
.tage of the funds will
have -to come from

foreign sourees.

He said at an interna-
tional seminar in Loodon
yesterday that the level of
indirect and direct invest-
‘ment by foreigners
amounted to almost 22 per
cent of all pew investment
intheprivate sector.

The seminar’s theme is
investment opportunities in
South Africa.

Dr Coetzer said that in
value terms all foreign in-
vestments in South Alfriea,
in both the private and
public sectors, probably
exceeded R 000-million, of
which more than 50 per
cent came from the sterling
area.

Because of the growth
_projections for the Eouth
African economy, invest-

ments from abroad would

be welcomed. He accepted,

_however, that there were:

certain  econstraints — ex-
change controls regula-
. tions ~- which *‘must be ir-
ritating and inhibiting te
some overseas investors."’

BLOCKED RAND

Specific reference was
. made to-the blocked rand
h many poten-
vestors have

claimed to be one of the

“miainsrestrietions-dissuad- -

“ing them from putting
_money into Sonth Africa.
Dr Coelzer said there

was a sincere wish on the

- direct in-Johanneshurg:

part of the country’s
monetary authorities to
break down the image built
up by this blocked rand
system.

He believed the abolition
of the official gold price of
842,22 an o0z and the
possibility that inter-
central-bank clearing
could soon be effected in
gold would eause the
authorities to iatroduce
changes to South Africa’s
exchange system.

“I, personally, am very
hopeful that we will see
some relaxation of restrie-
tions on the outflow of
foreign capital in the
forseeable future,'’ Dr
Coetzer said.

The Secretary of
Finance, Mr Gerald
Browne, gave a clear hint
that the South African -Gov-
ernment was giving sericus
thonght to changing the
blocked rand system.

He said that while it had
been necessary in 1361 to
impose restrictions on the
withdrawal of capital from
the country, "“we are at
present reconsidering the
whole system of blocked,
rand and I hope it may be
possible to introduce more
flexibility into the system.”

UPTURN

- According to. Beuter,
bankers in South Africa

said yesterday that while.

no major change or serap-
ping of the system was en-
visaged, a proposal to
make non-resident blocked
rand cash balances
transferable was bemg
considered.

If such a proposal- were
accepted, the bankers said
it would allow potential
United States and Euro-

. pean-buyers of S0t

African shares to bypass
the London market and buy

Stockbrokers see a poten-
tial uptura in business as a

‘result, believing zlso that

the blocked randwpool

would be more fluid 1f cash
balances were made
transferable.

They also pointed out
that beeause of the controls
on the market by the
British authorities, London
had lost its position to Mew
York as the major overseas
market for South Afriean

gold shares. "

Because of the location Gf
the investment seminar, it
is worth noting that, almo§t
without exception
speakers believed thal g
tempting feature Whlch
would encourage British ir:
dustrialists to invest in
South Africa was that there
is no ‘“‘threat'’ of na-
tionalisation.

“I need hardly say that
expropriation or ma-
tionalisation of foreign in-
vestments are completely
alien to our philosophy,”
was how Mr Browne
phrased it. A

- Altention was also drawsg
to the fact that South Africa
has little industrial unresg 3
and is not subject to the
type of crippling trade ung
ionism prevalent in Brid -
tain: that the South African
economy is aggressivelyd
capitalisti¢; and that the
tax struecture is not as pro-
hibitive as elsewhere.




“SA negotiating
Rﬂlm deals with

S7AR §< ‘7 7

-8 Black states

CAPE TOWN — Cnntraets valued at RS1m in eight African states
are at present being negotiated by the Credit. Guarantee Corpora-

a2l Assoeiation of Econom-

“ies’ Commerce. Students

congress that tiie ‘authori-"-
tiés - intend - fo ‘comtinue
with the more sympathet-
ic  approach adopted by

. the SA exchange control”

in” vespect. of investmént

by - Somth -Africans .- in’

" Southern. African -coun-

{ries . ouiside . the Rand
mHonétary area.

He said the questmn
whick mnow arises, Is

- —whether - the -Hwehas ar

rived for the esiablish- -
ment of z Southern Afri-
can . regionial development
institution which would

act as catalyst for the .

diverse effarts of indivi-
duals, state bodies and de-
velopment banks fo pro-
mote invesiment in ifs 198-
ser developed areas.

D De Loor said ones

':_the .official gold price is

~raised;-SA --will -be’ _Dre-

- "pared fo participate In a-
- scheme for part of the re-
. valuation gains of gold-
+ -holding :.countries fo he
: ‘set aside for aid to deve-
. lopmg countries:. .
Large regional schemes

-shill"under* eonsideration

i include: ﬂae Le_so&o Mali.

Y y
s imltmn, he ~added, they

.. ton of SA, the Deputy Secretary of Finance,
“nounced here.
" “He'told the Internation.- -

tries and Sauth Afnca n
‘heavy capital -expenditure,
. hopefilly to .be dided by

“foreigm- governmental and -

- multinationaf Tonds, -

Israel and Sonth Africa

are striving to develop ex-
tensive weniures in the

-~arezs. of .frade and indus.
try, Israeli Finance Minis-

try. -advisory - economie
counecil member; Mr Meir
Amit told the Congress.

" He szid the abundanes

"of South Africa’s natural

 resourees and the technol-

‘_egii:al. -and  intellectual
- sEflfls, . Israel can coniyis

bufe to making mutaal as-
sistance a distinet and ah
- tractive possibility.

He noted the geopolitic -,
al situation viewed from

_both “the standpoint . of

-ggpg_:aphic Ipcation _and

fotvards

br J H de Leor, an-

ﬂIEIr'pOSltiDn on the map

of imtermational forces in-

eline them to hope posi-
tive. interaction W:E even-

--tuate, .
i --B,efore there can be any

possibility of an African

" Comropn Market or eco-

nomic development hased
on _interdependence, these
countries - must endorse
and accept a2 new patiern

cof muliinational cc-opera-

Hon, Soufh Africa Foun.
dation deputy president

-Mr Anson Idoyd szid. -

~He iold the studenis
that because of ifs high
level of development, SA
is a key state. SA exports
ta African  coimtries
tofalled R475m in 1974
Mr Lloyd said in South
Africa. the first: steps
¢conomie  co-
epération, are seen in the
provision for the purchase

- of 78 percent of the Cab-
- oTa- Bassa geneTating “ca-

pacity..

- He poted hydro-electric
schemes' zlone would gua-
rantes longterm- indus.

trial development
throughout Southern
Africa.

’ -_s -=
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Cape Times Correspondent lf/ 7 / G

LONDON. — Many potential investors had baen . scared off
 Africa by a general tilt to the feft in the continent, but an in-
dependent Transkei would not tolerate milifant trade unionism,
Paramount Chief Kaiser Matanzima told financiers at a seminar

in London yesterday.

The * Transkei Chief

Minister said: “All-tzke-

and-neegive trade unlon- '

ism  which bedevils in-
dustry in many partg of
the world s something
the Trangkei cannot af-

ford, ang my government

will not tolerats it.”

But ‘he added: “Em-
players are expected o

pay a fair wage for a fair ;

day's work.”

Scheduled for n-

dependence next vear. the
Transkei would pursue a
poliev- of “capitalism with
2 conselence”’, which
would guarantee higher
rewards to theose with
greater initiative and in-
dustry,

Also speaking 3t the
seminar, 1:"]BD:-mg.‘.rclham'mas

- Adendorff, managing

directny of the Banty In-

- vestment Corporation,
said that withdut ‘foreizn -
mvestment South Afriea !
would he unable tn create °

sufficient work for [ts ris-
inZz African papulation.
About 120000 African
male workers entered the
South African lzbour
market annuzily. of which

60 00 were absgrbed by |

normal  geawth of the
ecnnamy.
That meant an  ad-

ditional 60 000 jobs had to

be created annually,  Dr
Adendorff ssud. .

"On the assumptisn that
each industriat joh geper-
ated two additional jobs

through the "mumplzen{r-

effect” a  mlmimum
20080 industrial  jobs
would have to be provided
each yvear ta absorh the
mnflaw of workers.

The Bantu Investment
Corporation caloulated
that tt would be able to
prowvide 10000 ndustrial
jobs a vear fram its own
funds (R65m.).

The' anticipated short-
age of jobs would be

© 10000, half the re

qiirements.
Earlier the Chief

" Minister of Lebowa, Dr
! Cedric Phatudi, gave as-

151,

suranees against soctalism

.and nationalization of

foreign investments.

“We de not envv spe-
cess of athers (and) it is
not in our past or present
or future to grab- what is
not rightiully agrs.” :

. He emphasized his re-
Jectionr of segregation, and
commitment to non-racial-

@ Sir Arthur Snelling,
British Ambassador to
South Africa from 1970 to
1972, said he dig not be-
lieve that Seuth Africawas
“going to blow up in.the
foreseeable  futyre” 1n
spite of. external and in-
ternal thregts to its stabil-
1ty i .
_He said that he-was con-
vinced that barring un-
foreseen circumstances,
the safety of capital -
vested In  Sounth: Africa
would he much grester
arey the newt 10 voagre nr



New deal on blocked rands ES_%

SOUANNESBURG. - The Ut
south ﬁmgw msﬁanmﬁm . . PR vﬁz.é ods goaﬁa gﬂﬂﬂﬂoi. ﬁﬂm mﬂwﬂ:wwﬂum awmm. cubse
are considering changng shares. : erally, the proce These blocked funds can - .o §
R [lexibility hope  Sitthmeasus i proced Thess Mocked funs S erbinefor” Cosemmen,
.rw.,f:,.n.. sm_:n: Mo_:_n mean biiyer needs @ price Tise  Africa on non-resident- redinvestment in  locally P

the creation of a marke

gentially a very slow forelgn exchange in the  forelgn  currency five

, . : quoted securitles, or con- stocks which wili be re-
tor blocked rands operat-  JOHANNESBURG. — South Africa is at present recon- Mm eapnn@uws Hwﬁem :.m o_m m_._ﬁwmﬁ _ﬂ%&waoﬂmo%ﬁm - yerted to foreign currency mw_mn_wwmm ﬁo&?ﬂ%mﬂo%wﬂ
Ing with official blessing.  gidering the whole system of the blocked rand and “I  ynger present ¢it-  procedure, under which as follows: . sident for at Teast five
hanking sources said. hope it may be possible to introduce more flexibility int0  ymictances, There is just  the uqcmammm must  be @ Tendering for non-re-  years,

While no major change  the system”, the Secretaty Zor Finance, Mr Gerald o interest in Lomdon  credited to a blocked 8¢ sident bonds which are is- @ By buying South Afri-
and certainly no scrapping  Browne, told an investment seminar in London. @ oW he said. count with a local sued by the. Government ~ can  shares which are
nf the system Is en- Mr Browne satd in a speech roleased here that t Bankers ~ sald,  con-  authorized dealer In and ave redeemable in  quoted abroad. — Reuter
visamed, a proposal 10 had always been South African policy- to ermit_ihe cerning  other u_&..oqa of .

:,,xM.... :oﬂ,nwﬂwmi Eﬂ%ma transfer omwwwgomﬂa?ﬁ Mga.vw_wgmwmﬁ %—.%.. ﬁomwawuwwma O o control, that the . &.o .
vand cash balances trans- Since Sou rica h t le- R onitles ere attempting N

forable is being consld- tiens on the withdrawal of capital, but these had not @Gﬁ Qﬂo -_a Aw Q%a NAU:

cred, bankers sald. discouraged very considerable forelgn investment over 0 simplify the system and Bl

ive the banks motre 5c0po
The authorities, com-

, with jean
morcial banks and the n- dealing appli
Stock Exchange have been

k,.. C ..
. SN, o sions up 10 oortaln ih. on GQNuu&QN ng.\ﬂQS
holding _ diseussions {08 o potontlal US_ snd - this if, o0 Bilances are’ divect resulf of inflation, 2

i : of dlrectly transferable doubling of the tourist al JOHANNESBURG, —~ Gen- authorlties had been works
.d.n.m _wwuﬂmswm mw..%m_ﬁhwﬂw : Wmmmﬂwmﬁ%mﬂwmﬂm%mswﬂuﬁ ﬁmnmg: .mw migor by ~lowanee to R4 000 a per eral Mining snd Finance - ing hard at this problem

this period. -~ Reut

P Lorte

. Corp Ltd chalemon, Mr W
. the London morket and  brokers. gon wnd increasing im ! ~ over the past few months.
Sm_ﬁ_m:mm Mw_ﬂ%ﬂ%ﬁ sug.. P reet e uo%wnnmm._ uaomﬂ%nmwﬂn uwwpnisewm ﬂﬁwﬂ%: ﬂﬁﬂuﬁﬂ%. Bﬁ _ Wo_.% aﬂ%.a%&:ﬁnn.aw.waﬁﬁ _ The aholitlon of the
e g 0 00 iy Siabefpedhor Ihma st Sl H i
.:.::mzsmm and s&vma he  enthuslastle  and e @ halances are transferable, - sibue, they sal : . restricilons on the au:_ﬂs._. ﬂewur o..ﬂ ﬂ_.»__muwﬂ&ﬂz .s:
major changes are ex- potenttal uptufn in  They also point out that Bankers, while very en- if forelgn capita) in the * ba Bold e ns in
pected, -the most = in- business as a r fult. At London, becpuse of the couraged by the moves to- forcseeable future, ' _e.m_.:a facllitate  posltive
feresting one ds that of  present blocked fands 278 4m2q§ amzﬁg% .E._nﬂn%n i ﬂ.ﬂmﬁm:ﬂ% LMMW%M con- o Coetzer :hhwm_ mn o talndy aclitate posttive
ﬁﬂwﬂmgﬁ“_ﬁu of the wﬂ%ﬂmﬂmﬁwﬁ; 1 mww._.w %mww w:w:%mmmmo. gﬁ lost its dramatle changes in what speech released here that forelgn-exchange system.

This, bankers say, will  change, and the ioss of  position to New York as will be they say s es he was aware 5.3 the -~ Reuter
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liificult 6 avold the sensation that the Third

A ont South Afries, Sir Atihiur- Speliing, a
V Sh. Ambassader to Pretoria, fald Yesterday at a
inftiar hete o livesting in the Ropublle, . - Uw

. Eéam.,ﬁ:.ﬂsm astride the Band's matn  Heeline
. to'the sea, were within 400km 62 Pretoriac.: .
.« The. writlng was on.the wall for the. Rhodesian
" Governthent-afterten uﬁ%m HouthiWest: Affita would
. undergd a major constitutiona) change. before long,
. South  Africa’s dramatically-increased defence
mummzn:nnm was understandable in this situation, he
Sa . P :
' An African militery Invasion of the Republic could
. be ruled out as suleide. Infiltration and guerrilia gotl-
* vity would nbt succeed. o

. - Economle pressure would be more serious, The

,%%Eom.zmﬁagom@:gaﬁu. umwpmoﬁammﬁ.n_._m
#ize of its foreign trade and fnvestment. .,

' A thovouph-gding” cconoipie; boyeott” by - Black
Attica, baclied by the new strength of oilrich Nigerla
supported perhaps by the” Avab§ and_ somid: of “fhe
Aslatis could be effective If {t forced British, Hiro.
pean, North American and Japanese firms to sever
thelv connections and their trade with Soth Africa,
ag the price of being allowed £9: continte thelr opera.

: zonma in other mmaww of w_% ﬁ%%ﬂ_mm.s ,.aﬁ,x

o He was not saying this wdild happen; bot. It was
BJangér which had'tn be atsosaed, - . i R
- Atterpts would be made Bt such action’ bit; Jilte

“sanetlons against Rhodesia, they would faf] through
lack of'enfofceriont. = L, ok o
. i Brltain would oppase any such hayecott plan, If

' place were to return to mujor world trouble spots it

- would radically. change this positios, Attentibn would

cbe forused gn Southévn) Africe, - e .
- -But if one consfdered this to be g remote possibility,
. one coyld dismiss the threat to South Afpldag ¢
b He did ot thi the hovielanda wobld Gedokie
& fgeuy -of dlseontentment wHd ‘a-4oliFce "ot "trouble
on South Africa's frontiers, . S :
g U S, b gl i
ended t:ho sorialis ¢ Lyplgal Affican £oley, aitna
- and ﬁgﬁwmmo:%. in Southepn M%%nawémw inclinetl to-
wards emnservatism, L LT o
1 HO DUETOMBIGES trURE ' fmbrmbmimiam—
hier Ralso Matanigion
-of -tha Tkdnskel antd Dt, .

Ceftlo Bhataal.. 88 5 Lo
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Demos lunaties,

says Matanz

Cape Times Correspondent

ima
G Zomwes

7/ 70"

JOHANNESBURG.—On the outset of his European tour at the weekend,
Parsmount Chief Kaizer Matanzima, Chief Minister of the Transkei,
dismissed London’s anti-apartheid demonstrators as “insignificant lunaties”.

The tour was preceded
by two seminars, ooe in
ILondon and the second in
Amsterdam, on in-
vestment opportunities in
the homelands. The Lon-
don seminar was picketed
by anti-zpartheid demon-
strators.

Chief Matanzima and Dr
Cedric  Phatudi, Chief
Minister of Lebowa, were
key speakers at the semi-

. nars. Placard-calryving
{ demonsirators tried to cut

the ground from under
their feet by describing

them as “Vorster’s Uncle
Toms". -

Chief Matanzima said:
“We put the case for
South Africa and the
Transkei. It was toc im-
portant an occasion to
take notice of lunatics,
They were insignificant.”

Dr Phatudi said “We ig-
nored them. They were a
very small group. They
didn't worry us.”

Both hometand Teaders
were confident that the
seminars would bear fruit
in-the form of British and

Furcpean investment in :
their homelands.

Chief Matanzima spoke -
of a “great deal of in-

terest” in the homelands

as investment areas and
Dr Phatudi of a *‘general
enthusiasm™ and of in-
vestors eoming over to
Sputh Africa for a iook at
the hoemelands.

In his address to the
London seminar Dr
Phatudi sald: “Our ter-
titoriss hgve been and are
beinz consolidated into
more manageable masses

. and the (SA) Government

has bent over backwards
to accommedate our re-
quests for better lands.”

it wss put to Dr
Phatudi that his  state-
ment hardly sguared with
tne knmown objections of

. homeland leaders to the

“final” consolidation plans
already azpproved of by
Parliament.

Dr Phatudi replied that
he was dealing with the
“positive side” at that
point in his address, hav-
ing already handled the
negative aspects — “but
we do want more land™.
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fidal Gompkint” with the. -k “fae - hugh - In-
. Department | of Trade ertal ™ o
. which sept an observer 0. :
"tWhB semisa. ﬂ%twfgt Sweld AT
as withdrawn :aiter the w Rilli : :
Department of Trade said: Killip. 8233 many of
he - o had Sai8" the delegstes had, -
: - - political s
.. _“The claptrap-iig’ the
0. Pritish press about South
. Africen 'polities. has
- 7 glouded _memﬁ.ﬁ
Anpry confusion. amd! ] 3 avf ey 4y, waTe: - 'gfrﬂﬁm'wt{?tﬁa;b%eis 25 -
' 1 that Twill 3 pigus o r 3 e W -0 85 -
. thie Labbyr Party leflwing. iy inguste e e the Hed o st the demy;: sure them: iHat even'ln
¢ .ang  the . Antlapartheid,  Africa: as. soon 2% ey lonsgainst them. _ — the long ferm their o
- - Movement was never'cham- " give u¥  firre assipemces - 1 have oftem wondered vestments ‘would be safe.
! ‘ non-  that they are prepared to  What  these things  ars - They were iy
 Sheestrs iU o dkedDr Johamnes aden,  impressed with asEnets
oW South-Affican €ov.  COTIf manasing SMirector  from Chief Kaiser Mafan
cties o orapere . of the Bantn: Investment zima -that e
e .size. 2nd ration, said when 40 woiid | move . TeR
eTeTICe: | 55 1d demonstra. . into independence.
it tors” picketed ¢he enirace. ™ : o
S The South .

&

L] serminar, '

Govérn- . Africaids ‘photographed N

. to - them after deiberately ’ .

D biur . . avolding using the io- oo &
Office’ “ternal corridor froma their-

of.. .Suites to. the- conference - .
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RESERVE Bark figures

Reserves

today- show. the -devalua. -

tion of the rand on Jume
27 ﬂigas reversed the out.
fiowy
coufitry.

- Total foreign exchange
Téserves -rose RD,%-million |

tos Ryt O-million  ast
wesk; the first week since
devaluation.
7 The reserves dropped
steadily for months before
that, ending in a =R30.
million fall in a week
until the Gevernment
a%tfd' ntty's gold b 1d
@ Cot s 20 old-
ing of almost R521-miilion
Tese  only R2Z0DOGD Iast
Week, indicating that the

& in'the reserves came |

mostly from  overseas
inoney, .

Sr—

: of monéy from the °

e TL



prices

counterparts,

After the first siz
months of the year, Hol-
lard Street prices were
238 percent up on their
December levels, and con-
trasted markedly with the
situation three months ago
when the JSE was right at
the bottom of the league.

As in the case of Wall
Street, Toronte and Tokyo,
JSE prices were at the top
at the end of the period,

. contrary to the pattern in

Europe (and, t¢ a lesser
extent Australia}) where
the rzllies were showing
serious signs of collapse,

The improvement locally
was generally atiributed
to Hguidity and interest
_rate comsiderations, but it
was also evident that
.there were a number of
other factors playing a
part.

Of these, the most ime.
poriant was the slump of
the pound sterling which,
coupled with some favour-
able London Press com-

burg Stock -Exchan

this

ment, prompted a certaln
amount of interest from
British investors seeking
to profect themselves
against the decline of the
British currency.

The institutional window
dressing may alsp have
coniributed to the rise —
cerfainly, the timing of
the improvement and the
lacklustre performance of
the market sinee the
beginning of July point in
this direction,

Commentators have not
been entirgly happy with
the market!s behaviour
and some have expressed
doubts as to how long the
rally will iast. Negative
factors include the rela-
tively low volume and the
Tack of breadth of the

"advance -—— leaders have

often .been sscond and
third line companies,
whick has made the
market look somewhat like
i.ag'eg being wagged by its

Interest in the gold sec-

« Hons diminished progres.

sively and contributed +o
the low level of activity
for the market as a whole.
Price-wise, the trend was

eet

year

From BRIAN THOMPSON

23,8pc rise in
Hollard Str

/ 7/7&’

— A significant improvement in Johannes-
nge industrial share prices during June has
brought the local market into line with most of its overseas

mainly sideways and the
13 percent decline in the
gold index after six
months wag not signifi-
cantly greater than the
position three months age,

At present the index Is
some 29 percent bhelow
1ast year’s high.

These jssues have not
responded well to the
results of the TS, gold
auction although most
commentators expect some
improvement both in the .
share market and the bul-
lion price in the coming
months, But given the arm.
biguity of the auction
Tesults and prospects of 2
world economic revival, it
is alse possible that the
gold bulls are in for
another disappointment.

Prices in the metals see-
Hons have followed the
same trend as the in ;
dustrial market. At the '
end of the second quarter
the index for these issues
was up about 52 percent,
The main feature in non.
gold minings was the
surge of demand for coals,
all of which have gained .
substantially ever the
months.
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“dvéstors; fmmaatwlaast five, of the main Eurg
. ) @tarteﬁate Aoy plans:to pursue the psssﬁuhty 0f
% *nx esin the ,Sﬁuﬂg\Afman homelands. = L
f* 2t s ParamountiChief Kaizer &anaz;a. " BEg
Matmzima “disclosed  in + “mobt encanrdging™

"Paris that' & tumber of T
¢ n o Ryemeh hm¥ers and in-
Austzialists. he hed . met
Lwers «inow - planning . a.,
series of missions ty the *
TFranskei tor..evaiuate Jdn- 3

. Missigns to. fhe i&osa
hqméiﬁgﬂa WETe -8l50 Gow.
-bemg planmed by “invess.
tors _jnt Bntam and the
Netheriands “fam! were ex-
pocted to amve a:mmd

i -vestment.opportunities” | j November..x - gigics
4. The-Paris corvespondent ' ~ne climate is perfect
of. ‘The . Star - -reported * gt tho~moment 15 12k to

Eurtpéan mvesf.e:s -zhaut’
ventorgs - jm BRI
Afrfca,’f said Mz M, nad
“olE i mat o Ig la“é’ﬁur
_costs Ihat 45 g bigl ‘tan-
sideration - {n “their- ﬁ}nk
ing-—"it ig the" 3]
of labouy stability. % -
. “Investors in Bﬁfa;m
. particular are thomugb}y
" fed ‘up with the uhrest.
. among labour fprées and
the 'excessive demands. w‘; .
j:he UKirade unions. .. g
) Am: are i
Icnkmg 2t the patentist of

- todsy thet the Banque Na- 5
<z, 4lonale de Paris, one .of ¢
the biggest Jn:Trance, had 4
confirmed it ‘had’ now bee..
gun - investigstions.® into ¥
the potentisl of the Trans. .
. kei as.an investment zoua,
. 'The “bank’ was teporfed
: Lpd0.. be. canmdering the
miglams are cuming:« “finaneing of ,& Transkei »
S T . motor plant o assemble
A Berliet trucks; Chief Mat.
- : angitna . held : i falks  with
A executives at “fiie : Barllet -
. factory - outside’ wrkyonse. !
during his current tour of -

'3

LCHIEE . MATANZIMA, e

Western Europk, “the Teanskel as
; - 2 launé
P -FherChief Minjster .alsq- ‘yChing . pad  for -export
L said he had -z “pokiiive drives into Black Africd.
. reaction™ - from-- French  Some. of them VR seR
S banking and business cir- - ihances of - ésport. pro-
cles to. Bis proposals to  grammes . hack . into.
Provide the Transkef awith« “Burope iself.? o

% port capshlelof handiing Mr Maritz was aIso optv

Poration, “wha ‘BCCompan-
384 - Chicf< Matanzima on -
part-of the Ltour, §aid on
Zhturn. i dar Snnthw Africa
fodey that there riow ap-

ared Ty real chances '_-
:: "é‘&aﬂon tg s new

E portgion e Ttans
el doust, ¥

24He said |
*ﬂf‘*' gite>

peqﬂaﬂ th $
woild'iprobably °

ba ‘Port: 5t Johne wag off

et mark “Port St fehms.
chi s mpracﬁca!; #e’ said,
Bt there RS several 13
tdrnative;, possible” points

‘AwaXe of thé tour -~ high:
'ﬁghbeci By spectal seglie
8ty in” ‘both -London: ami

-;'n .?‘

. phase: -

: Or?mmﬂsﬁ'ﬁpfﬂg- Imistis sboyt a néw flow
i i W i - viof {nvestment fromi West
E( . ; ‘German indnstriahists withf

w'Mr,FtankmMamz ma - - ‘Whom he held talks,;  ,
o sgifg  director. 'of the' *  The . Rome -eorrespan-
LI 52 ‘Developmient Cor-  gent of, The Star réported

" ‘that Chief Matsnzims - wag.

“due in -Milan foday dh.2
“thresdsy tour of Maly:
He will in partzmiar he:
holding falks with ‘“ihe
“huge  Bertrand taxtzle
' company, of Biella,.
A Bertrand mnkmman
- gaid: “Our eompany has 2
very strofig interest dm {m
vesting in |, the - Transkei
We have aiready drawm
p’rogramme for jhe

. de!relopment tof tesfilen

factories:, there for Fehrie
distribution on- the Suuth

i Afncammarket" E

I unde “ the ﬁrst
oﬁ-., the. _Bertrend: -
iprofiosedy “plant. Wil An-
‘yolve afl' investtment bf
more than ‘R2m -but the
- tiitimate mastnzent p!an '
‘grows to,,RiZm. T
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omelands ‘are not
ostage states’

By PATRICK
LAURENCE

DR CEDRIC PHATU-
DI, Chief Minister of Le-
“howa, returned to South
Africa yesterday con-
vinced that overseas in-
vestors no longer See
the homelands as South
Africa’s “hostage states’.

He predicted overseas
money would soon flow
inte the homelands, evenl
from industrialisis against
investment .in “White”
South Africa. His predic-
tion came after a two-week
tour of Britain Holland
and Germany.

The tour included iwo
jinvestment serpinars, one
in London and the other
in Amsterdam, DI Phatu-
di and Paramount Chief
Kaiser Matanzima of the
Transkei were key speak-
ers at both.

«Industrialists were all
along labouring under mis-
¢onceptions and would net
distinguish between the
homelands and the Repub-
lie of South Africa,” Dr
Phatudi said yesterday.

~Those who were not in
fayour of investing in the
homeiands thought that if
they imrest_ed in them they

would be investing in the
Republie of South Africa.

“gq a distinction had to
be made and I think that
distinction is a very heal-
thy interpretaton of the
sifuation . . . 1 have RO
doubt that there was 2
preakthrough in under-
standing the situation of
the homelands.

“Was he saying that in-
dustrialists not in favour
of  investing in South Af-

rica proper would invest
in the homelands?

wThey would. 1 gained
the impression that they
would come intg the home-
lands in so far as they un-
derstood the homeland sit-
uafion much moire clearly
than before.” .

Tyurning to anti-apartheid
demonstrators in London
who described homeland
leaders as «yYorster’s Uncle
Toms,” Dr Phatudi said:
«“paramount Chief Matanzi-
ma and 1 treated the de-
monstrators with contempt.
They were just jgnorant.
They say we Bare Uncle
Toms. Can Yyou imagine
rubbish like thaf?”

But Black students of the

South African Students’
Qrganisation took a simi-
lar view at their .anoual
congress only a day of two
ago when they described
homeland leaders as “ro-
bots” — did that mean
that they were also igno-
rant?

“yas, the very peaple
who criticise us have never
been to see My homeland
in Lehowa,

«ff 1 asked them about
the potentialily of Lebowa
in terms of minerals, agri-
cunlture and things 1ike that

me anything. 1f 1 asked
them about aducation and
the fzcilities we are try-
ing to provide, 1 am Ssure

they won't tell me® very
much,

“Whereas they are in
South Africa, they are

very ignorant of their own
country.”

puring Dr Phatudi's ab-
sence a key Tebowa Cabi-
net Minister, Mr Collins
Ramusi, expressed “shock”
that he should have CO-
operated closely with Dr
Johannes Adendorif, of the
Bantu Investment Corpora-
tion, during the four.

Ar Ramust was ~shock-
ed” because of the unre-
solved dispute between Le-
bowa and the corporation
over a development pro-
ject in ihe homeland.

Black business ‘refuses

to stay in

Staff Reporter
WITZIESHOEX. — Mr S
M. Moisuenyane, national
president of the National
. Federated Cham-
ber of Commerce (Nafeoc)
said here that Southern
Africa had entered & cru-
cial political and economic
era, which required Black
and White businessmen {o-
plan their econornic des-
tiny. together. :

#ir Motsuenyane was ge- -
livering his presidential ad-
dress fo more than
delegates in Witzieshoek.

He said the Black man
was no longer prepared to
be relegated to the back-
seat as a spectator of ev-
ents that were shaping his
own destiny. He wanted to

become 2a true economic
partner.
White enireprencurs

—_—

were afraid to risk tﬁ%ir
capital in the
unless they had effective

control of the pusiness.

nomy by giving them this
power and wanted 1o con-
trol them.

“If businessmen of all
races had the right to trade
wherever they wanted to
in South Africa, we would
not face this dilemma.

«But a White-Black part-
nership that does not rec-
ognise the right of the Af-
ricapn to hold majority
shares in busipess ven-
tures operating in his own
area, is wholly unaccepta
ble to the African under
the present political and
economic system’.

Mr Hetsuenyane was
loudly applauded when he

homelands

back seat’

said the new €rz in South-
ern Africa required a rap-
id adjustment of norms
and traditions to meet 2
future in which colour
would not be the criterion
determining business Op-
portunities.

“\We are entering a new
and crucial era in the pol-
itical and economic history
of southern Africa and the
need has never been so
pressing for the wvarious
sections of our mltiracial
community fo try to under-
stand each other's point of
view.

He anngunced that a
Black hank the African
Bank of South Africa Lim-
ited. would be registered
soon. Its first two branches
would be in Soweto and
Garankua.
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have to repiace xt as the_ the absence of devefoped
¥ major fnrexgu exchange ‘ al services as
eamer, ! themamiaetmshaldmg up
Butbewamedthat South 3. homélangd or herder area
_ prﬁncaﬂasenpan g,rgﬁsﬁed 4 velopment. :
a : f ement; of "t;!I:{mﬂd hk;; ;.‘10 seeI t.h;'
. . forelgn exehaugerearnmgs& sStimuiation .of homeland .
& .» fnd’would instedd ha development” through
= «inecrease these - earmngs . g‘::eater*concesmons, even
4~ considerably.fo. finance exe., .«if.this means placing the
day ., pf:gsl,v*ef-cap:ﬁa} eqmpmaﬁ‘ % homeland industrialist in a

' .0

SquthAfrica’s mineral e 3; ’ "eome -consideration
~gelirges as-a potential, ¥ must also be given to the
-fqzefgn exchange earner,. estabhshment,enapermn
. ‘mdintainingthatit wasnat  fent basis, of White ip.
i <L, miaxiy ‘this- earmngf jidustries in Black areas
e g i ;;mential - = with partnership being the
v Tb:swaspartlyhscause- ‘cornerstoge.”

industry yvas. still ug- ,

iy eveloped, Bt mainly
T;?E%uﬁse these.minerals °
T eing: exported in o
raw state mstead of being .
beﬁgﬁm &sh d‘ '

oL Setter said the rapi
¥ Fg‘é}dﬁ' ) developmen;lsofafthe _

! was.afso of ig-

i I@hi am‘g;ﬁghgf . Bortance tothe futyre well:

rmﬂlum, v ed £ ‘bemgof South-Africa.-

2 obfained from - Unfortimately;the tempn -
tter said lhgpﬁme Y %ni‘ 'd“er"pmeﬁb"m these

for. dynamic® -_a:eashadbeensl

ecnm:mc and industriai, ’ o -"AGENC¥

% gro}s,mv'astoprowde b Mi Setter blamed the
‘opportumtzes o;therapxd- ) “so—called ageney situa-
"S?exg dmg.B{aek labo Hon” — in termi§ of which
Oree.ss | Dermanence, of presence
.‘Every yeir 230, Bﬂﬂ v.’asnot guarantésd — and
lack ‘vorkers enter. tife. .

o min
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Own Correspondent
DURBAN — New fixed
capital investment in the
basic metz]l and engineer-
ing industries this year is
sef to reach R9%6m, for an
increase of R239m above
actnal spending of R757Tm
on capital Dbrojects —
buildings, -~ plant and
machinery — last year.

This high level of pro-
jected investment emerges
from a survey of public
corporations and private
enferprise firms inade by
the Steel znd Engineering
Industries Federation of
South Africa (Seifsa), and
onty one thing can stop
plans being fuifiled —
money problems resuliing
from the rate of inflation.

This is a sharp reversal
of the situation in the
second half of 1973 and
the first half of last year
when foreign loans could

be obiained at competitive.

rates of inierest but the
world shortage of steel
and long delivery times
for vital egquipment put
the brake on.expansion.

_.Of the R995m projected
jnvestment for this ¥ear,
R769m is earmarked for
the hasic metal industries

R996m in new

~ fixed capital

. Toeme
mvestmentf%ﬁs

—production of iron and
steel, non-ferrous metals
such as copper and aiumi-
nium and for the ferrous

and nonferrous casting

foundries.

This compares with
actual spending of R554m
by this group last year
when the projection was
R733m.

Phe R227m halance of

-investment will be made

by the metal fabricating
industries, including engi-
neering, mechanical and
electrical machinery mang-
facture and production of
transport equipment and
components for the motor
manufaciuring indusiry.

This is 2 Rdm jump on
the R173m actually in-
vested by this sector last
year, when the projected
{arget was attained.



THE SABC is coming to the local capitat

market next week to raise its second R10- -
million loan stock issue this year. The cor-
poration will need only anotheér R3-million -

106-million financing

to complete ifs R

programme for the televisio? senric/e,’s first

phase. F}ﬁé us

 The latest issue of 25
year stock, which is being
underwritien by UAL an

Finanshank, is by way of
{hree loans, ong of which
carries a redemption offer.

«the first, at _an issue
price of RYy47 and 2
coupon of 1050 per-
cent offers a vield to
redemption of 10,60 pex
cent. -

The second is offered at
RE5,07 and & coupon of

ercent but has the same
vield to redempton.

CARRIES OPTION

the third at R09.45 has
a 10 percent coupon and
an alldn vield of 10,10
percent. 1t "carries the O
tion- to Tedeeld at par
percent of tne stock 2
year for four yeays from
1951,

The rates on - this issue
are lowerl than those
gqroted for the March
icsue, reflecting the easier
capital market.

Yields with brokerage
and conumission in March
were 10,75 percent (10,60}
for the straight ipan and
10.24 percent (16,10 fer
the redeemable loan.
@ The dividend growth of

Everite in the year ended
June is almost 17 percent

the same peried.
dividend is 3¢ {7,9¢).

g[7/7S

Taxed profit increased
5.2 percent to 14, 6-million
and turmover is 16,4 per-
cent higher at R4Zamillion.
@ General Erection €%
pects ao increase in eart
jngs and gividend paY¥-
ments in the year ending
Februaty 28 1976. the
chairmam, Mr V. M. Joub-
ert, says in the cOmpany's

" annual réport

Demand in the industry
will coniinue at a high
ievel, and in view of the
continued growth in the
structural steel and engin-
eering industry, the group
is confident in its future

growth. - ~

The shortage of steel
has led-10 & build up 0
stocks and had has 2 seri-
ous effect on liquidity.
But ihe position is ex-
pected to improve from
the new year, alr Jouhert

52YS.
@ Tazed profit of Saplam
Investment Cerporation
for -the six months ending
June . increased to
RO68 081 from R777 600.
The value a share rose
to 97c from 75 in Decem-
her and 80c a year 2s0.
-~ ToM HOOD

i

|



Rapid development
for industrial peace

Financial Reporier

RAND BANEK’S managing director Roy
Setter laid it on the line for Durban
businessmen this week when he said
rapid economic development was a
priority in the search for industrial —
and political — peace.

Prime reason for the necessity of in-
dustrial development was the absorption
of newcomers on to the Black lakour
market every year — 230 000 workers an-

' mrally, and this figure is likely to grow.

This is aggravated by the growing
numbers of Black workers who are
forsaking the mines and the fields for
the faetories.

The second reasom is that economic
development means better utilisatien of
labour resourees, which is essential “es-
pecially when it is borne in mind the
relatively smail pumber of Whites who
are economically active and who have to
provide, almost without exception, all
management, personnel and business
leadership.”

. The impreved utilisation of Blaek
labour in skilled and better paid jobs has
the added advantage of creating a Black
middle class which is a “prereqi.tisite for
the emergence of the Black enfrepreneur
— someone already needed and who will
assume a greater importance in the
future.”

Reason number three is the effect it
will have on balance of paymenis in z

20/7

time when gold is @ dummshmg asset
and an mcreasmg share of our agricul-
tural output is being consumed. loeally.
Industiry will have to make up the poten-
tial losses in foreign exchange.

And foreign exchange will be need&d
for the economy if if is to grow.

“If the past decade is used as a
guide, it would seem we are gamg 1o
have to find at least R15 billion in the
next 10 years in the overseas capital
markets.

“1 have been asked whether I con-
sider this figure to be realistic. My
answer is ‘yes’, but sub]ect to the presen-
ce of dynamic economic and industrial
growth.

“We will alse need political stability
in Southern Afriea,’” he added.

O the question of gold, Mr Satier
was optimistic. “T am confident of the
role of gold in the future and feel with
expected upturns in world economiies, its
role will become more important.

“Western governments are nDow
beginning to reflate their economies
without having solved the problem of in-
flation and I anticipate hitherto unknown
levels of inflation during the next
economic upturz which should start early
next vear. This will have an influence on
the price of gold and demand will reyrain
high.”

Roy Selter...
utilise labour

(CArr LS



confidence in
orwood

I AT
Cape Times. Corresponden('
]QH'AMN’ESBURG — Confidence in South Africa is so high that

the country can attract all the foreign investment it needs,
Senator Horwbod the Minister of Fmam:e, said yesferday.

Speak.mg on his return
afrOm a“twoiweek fivena.
- tion E#rapean tour;
" Senator, Horwood said’
‘Sonth Africa’s expori posis
+ tien was stroig and in-
flation -at home must be
.controlled 1o keep it-
. &irong.

“The Eurogeans are
‘¥ery: impréssed by South
-~ Africa’s. ~growth rate —
‘more; so siice their own |
~will hé-prebably be zero
f:hisyear,” he said, ‘

SooHEs - visit had
sﬁrengthened “Sounth
S Afriea’s already close Hes
W megy“%h Wai‘«g'r mﬁ
. impresseg e Fra
~atiitnde “to us™ and - they
ares eager to increass
irade: links . and  iny
vesbment in: our ceuntry
“We.in: iy, are- making
rdal - mors- | contatts .with
and . mauch - better
relations beﬁween the two
~‘couniries’; -w.-are -, coming

2 Op i:he;-orl rice, the
?v[:mster said. there  were
s(:nmg indications . that-
- Somieoil States ‘had gver- .
“estimated theu- "ol "Tee
‘¥entte- which; 'in. durn, had
fed'to fears of-an. 011 price
nse Iater ﬂ:us yean L

“South “Africans ha et
- Tealized- the “heavy press-
- Ure: on-gold recently, But-
- eveniso; the gold price has-
remamed “befween 164 and
1655 US dollars. an ‘ounce.
- and: Eumpe’s leading :han-
kers feel the metal has
L the storm very

S - ,have the same’
’ cunﬁﬁence in. the” future
mﬁfé golg that Talways did;™:
- MosE. ~European

;:ountnes thad ‘managed. 10,
- contepl-inflation .

ast- week;

tu_zg for the:re-’

ew. Governfient

T the’ umons= to
th el :




THE textile industry has
earmmarked more than
R5Tm for capital ex-
pansions over the next
couple of years.

Bui accurdln:r to
Deparbment of Planmng
estimates, this hard-
préssed seetor will need
another RIS1lm to main-
{ain the required 6,5 per-
cent a year growth rate
over the next flve years.

The largest investment
programme in the io-
dustry has been injtiated
by the South Afriean
Nylon Spinnets | (PLy)
which is pumping about
R24m inioc a polymer
plant in Beliville, and

l9lm

| COmPpany’s

" cently

carrying out another

- RiSm expansion at the
Hammarsdale |

plant in Natal. .

The Cape, which re-
€ lagegad |
Natal and Transvaal in In-

. dustrial development has

the lion’s share of the
R57Tm.
As much ‘as 63. percent

of the capital expenditure

is planneq for the Cape,

18 percent is sef aside for

Natal, 17 percent in the
Trauskal and _two percent
in the Transvaal.

The largest imdividual
project is SANS plant- at
Beilville., whieh Is ex-

pecied i0  supplv

/e o&/‘?/ "7-3

needae

behind

South

olymer — from Which

polyester-yarn is’ pmduced' -

— il 1986.

“Phe. managing director .
.of SAI\S AT

Bowen, .is npﬁm.tshc -about

_the longierm prospects-of
“the South - African textile. -

industry and*-says produc-

-tion at the Belvile plant
should start in the second

quarter of 1877.
SANS is owned by De
Beers. ICT {(5A). AE & CI

and the -Indus’cnal Devel- -
opment Corporation, who-

Africa’s needs-of- pois‘ester, :

Royee.

are- promdmg more- than
“half: the capital requlred-

in’ -the ¢ompany’s. [5:d]
' pansionsprogeamme.

- The “managing  direcior
.of | Feltex FEabries and
- ¢hairfaan rof the textiles.

-gtebring commitiee of the . -

Pederated:. ‘CHamber of In-
- dusfrigs, Mr-C Grahdm,

says. the-upheavals. in, the .
serfousty °

.inditstyy. Trate-
-depressed this seetor’s ex-
pansion . and unless con-

. .ditiens, improved. mark-.. -

ed{y a “serious shorﬁaoe 1s
-in ﬂteo{f‘nﬂ” R

.

extile

The director of the
Council for Scientific and

. Industrial Research's

ool and Textile Im-
stitute, Dr D P Veldsman,
estimates that the South
African textile indusbry
represents an invesiment
of. R450m and employs
abhowt 100000 people,
which indicates thie impor-
tafice. of the indusiry to
the economy.

Another textile com-
pany currenily involved in
stgnificant investment
-pro_lects is Pep Stores
which is setting up 2
R10m blanket factory in
tHe Transkei. This project
wasg started in June last

Tear.

The Da Gama Textile
Company
nounced
B:llm
.gramme in *the -
'Cane .

in January an
expansion

. & Mattmgs Tan: .
‘tor anwovens (Pty) -atid

iwhmh, over the past gty
-months ‘have - beeh ‘In-~-
U volved, “With expansions-of.

from RAIim-fo B2m.
- Séveral’ spo.kesmen in

“the  testile’ industry say,
‘there are. indications- that .

.business is picking up ia
-cerfain ‘areas, thoughihe

coutlook is «enemi}ly st

= OIOOmy

- A major textiles Jmanu-

(Ply}  an-

DPIO-
Ea‘ste‘m

facterer says the South
African industty still re-
gqumires a reasgnable
amount of protection from
chesp imporis if it i5-to
flonrish and aifract the
requived - amount” 6f in-
vestment ¢apital:-

TWe says that much. of

the  ecapital expenditure
over the past. 18 months
has ‘been in those:areas-of
the textile industry which

‘are alfeady: sufficiently
protected. -
“The “protecimn ars

‘enment” has been coun-
tered by severdl clothing
~-manufacturels who say
-they. rely on & cerddin
ammmt of 1mpor13 be-
cause the South Africen
industry cannot supply all
their needs. :

(A

/b )



- net  inflow

Would you invest 1D
South Africa? Whether
your conscience likes
it or not, plenty of
people are doing SO-
after years of persis
tent deficit, since 1965
gvery year has sech &
i of long-
term private eapital
which, after 2 hiceup
in 1973, reached a peak
last year of R562-m.
Which is just as well:
degpite gold sales which,
st around R23171m a yeah,
are runming three times
as high as at the start of
the  1970s, South Africa
almost as persistently rums
2 current deficit-
It was nearly
last year, and 10OW,
ap econecmic SIOW-
down since Iast auhimi, is
running rather faster than
that at an annual rate of
“R1 125-m, about 3 percent
of gdp.

In  contrast, official

. reserves amount fo some

R198m of SDES and cur-
rencies, plus 18-m ounces
of gold which the central
pank dutifully- vazlues at
an officiel price of =zbout
R486-m.

Shori-term capiﬁal
gwings - have recently
moved in South Agfrica’s

favour, = thenks to 2
‘change ‘in exchange raie
policy; jngtead of 2 ma-
naged float of the rand in

! terms of & srade-weighted
basket of eurrencies, it

has recenfly been pegged
4o f{ne dollar at & rate
that meant an effective &
percent devaluation.

Tn short, South Africa is
11 right so long as foreig-
ners Lkeep putting money
in.

Local financiers and the
Finance  Minister. Mr
Owen - Horwood, have been
abroad ~recently, not least
in London, to persuade
fhem that they shonld,

while. some large con-
¢erns, 2mong fhem the
stateruyn rafways -and

‘harkiours, , have been 10
the  Buromarkeis for
medinm-teryn money.

In :the short term, capi-
fa] needs remain nigh-

Gross fixed capital forma--

Hion was ris‘mg-throug‘hout
jast year both in money
terms apd. @5 2 pereantage
(about 27 percent) of
gdp, 3nd, despite fthe
generdl slow-down, has s0
far. remained at high
1evels in 1975. And fufure

needs: are huge. They in-

glude: i

@ Nearly R19%6-m for
telecommunications.

® Nearly R2516m for

© gwo, -coakiired power sta-

b

will South Africa get the overseas
expansion programmes? The Economist (Londen) examines
hoth the programmes and the prospects.

Outside cash

crucial to
SA economy

FINANCE 1} JINISTER

HORWOOD . . - 3
proach to gverseas -
vestors.

Hions, and 2 further

riis8m for 2 niuciear
_ These estimates as-

sume imporis of addition

al power fr
Rassz. plant
bigue. R
[ ] Possibly REE0-m
for a uranium-enﬁchment

the Cabora
in DMozam-

plant, stif awaiting a
government go-ahead.
@ A second oil-from-

coal plant, at RO27-m to
ensure against the (shm?)
rigk fhat other suppliers—
Tran is the iargest one —
will join the Arabs® (offi-
cial) boycofl

@ Maybe Ra¥7-m In
new coal ventures;
Rig8m for tweo nEW gold

mines: as much again for \

2 titanimm and zirconium
project at Richards Bay

on fhe east coasi; compie !

near .

tion of the R36Zm Sishen-
Saldanha iron ore schems
in the south-west, plus 2
possible steel mitl.

@ Something over
RE62m in chemiecal plants,
notably a R2653m poly-
ethylene plant and &
Rpigz-m plant fo produce
PVC from coal. ‘

{Whether South Africa
gets this, and more, that
it needs over the mnest
five to 10 years will de-
pend in part on foreign
investors’ judgments
about the political risks. -

The outsiders’ 3assess
pient will be hased parily
cn the suecess — and he
has not dane badly eo far
—of Mt Vorster’s attempts
to get on better with Black
Africa (and keep guerril
las out of White-ruied
‘Africa), but more oD the
way he manages his awm
Rilack subjects.

And here the splendid
schemes outiined zhove
may not all be as neipful
as they might seem.

J7AR

56/ ?/7@ 4

Thers is no prodf that
raising Black South Afri-
cany living standards will
lessen their political con-
seiousness; but at least
they demonstrated with
strikes in 107374 that
lowering those standards
increased it. C

And aranium
eprichment oY - chemical
plants are not exactly the
hest way of providing 2
Hving for largely um-
skilled Blacks, gnd s0 mul-
tiplying the Rlack middle
olass with z stake in stabi-

lity.
- Rlack people would
benefit directly far more
from imvestment in un-
glamorous things  like
Black agriculiurs, educa-
tion and housing.
Foreign investors

are

they did.

‘_/—
hillions it needs for cconomic |
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STiLL DEARER IN RAND
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Cost of export financ
v )

Who would have thought it possible? The
__economic downswing is now entering its
second year. imports are slipping. the
foreign reserves are still worth more than
R2 000m — vet what is Church Square’s
chief concern? It is the balance of pay-
ments.

The Bank clamms it Lis no worrtes
about the underiyving trends of imports,
exports, the gold price or long-term bor-
rowing, or about the size of the current
deficit (which for calendar 1975 looks
like being larger than for 1974).

Rather, it Is concerned about the drain
on the reserves, caused. it believes, by
persistent speculation against the rand.

In a bid to stem this speculation, Hor-
wood last week crossed his heart that he
would not devalue, and earlv this weck
the banks were summoned to Church
Square where the Governor, Dr Bob de
Jongh, repeaied the pledge.

A further Minsterial announcement,
with measures designed ito make the
pledge stick. is expected. What form will
the measures take?

In the first place, there are likely 10 be
some exchange conirol measures. The
banks will no doubt be reminded that it
is generallv against the rules for
importers 1o transfer funds abroad prior
to shipment, or for exporters 1o hang on
1o foreign exchange for longer than 30
days. In additton, steps will probably be
raken to make it easier for traders to take
sut forward cover against exchange rate
risks.

One suggestion is*hat ihe “seven-day™
-‘ule should be abandoned: it precludes
raders from taking out forward cover
ater than a week after the underlying
ransacuon.

Another is that the Reserve Bank

mzgncial Mail August 8 1975
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The foreign reserves are under pressure because intérest rate

differentials are narrowing. and because some people still think
the rand will be devalued. What should be done?

P ]

should be prepared to offer its 1% for
ward cover for longer periods than six
months.

Next. there are hkely to be measures to
encourage more foreign borrowing. and
herc one suggestion is that Church
Square should stop turning down apph-
cations by local businesses to borrow
abroad, just because the money is to be
used for “unproductive” purposes.

Some people think the Bank should go
even further and offer forward cover
facilities to borrowers. as it does to
mmporters and exporters.

it is also possible thai De Jongh will
permit the banks themselves to borrow
abroad. although with so much liquidity
around they would need quite a bit of
encouragement to do so. One possibility
would be to reduce their liquid asset
requirements against forcign liabilities
(and perhaps even go further and raise
them simultaneously against local liabili-
ties).

Also on the exchange control front, it
has been suggested that the rules govern
ing blocked rand ought to be refaxed to
encourage the inflow of long-term foreign
funds.

Horwood has nightly emphasised that
there will be no tightening of import con-
trol, so the next important policy area is
interest rate® :

The graph shows that, even after
including the cost of forward cover. it 15
marginally still cheaper to finance
imports and exports overseas than 1o use
local overdraft factlities. However, accep-
tance credits (and the grey market) are a
good deal cheaper than overdrafis and if
overseas rates continue to harden traders
could turn more and more to local facili-
ties.

Bear in mind, too, that the banks are
flush with excess cash becawvse govern-
ment is spending heavily and commuerce
and industry. faced with a deepening
recession, are busy de-stocking.

The banks would therefore be only too
willing to extend further credit to
importers and exporiers,

Does this mean Church Square should
now attempt to prod local interest rates
upwards? It could do so in severa! ways.

The aceeptance rate could be edged
upwards by ruling that the banks should
hold a smaller proportion of their liquid
asseis in acceptance paper {or alterna-
tively. if it were practicable. a ceiling
could be ptaced on their use for foreign
trade financing ).

On a more general level the Reserve
Bank could embark on open market
operations — ie start selling securities on
the cheap — to harden rates in the
money market. And if that were not
enough it could start raising the banks’
supplementary  deposit  requirements,
which would immediately lead to a firm-
ing of rates all round.

In shont. the Reserve Bank has a large
armoury of weapons should it wish to use
them. The more drastic ones, like raising
supplementary .deposits, or hquid asset
ratios against loca! labilities. would
strike a severe blow against husiness (and
stock exchange) confidence, which would
be damaging to the whole economy.
They should therefore be used only in the
eveni of a serious balance of payments
crisis -— which the present one is not.

ti is true that the gold price could 1ake
a knock if the Reserve Bank were forced
to unload a large part of its gold stock to
buy foreign exchange. But both the Bank
and the rest of the public sector have
extensive overseas borrowing facilitics
{(as well as the option of postponing cer-
tain foretgn loan repayments) and if
necessary these should be used 1o the full
to tide the reserves over the current ¢risis.

For after all. if the authorities arc so
sure that the basic balance of pavments
is sound. and that there will be no deva
luation. thev should not be afraid 1o back
their view with hard caxh.
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PRETORIA. — The in-
¢rease in -the ratio of -
minimum lguid assets {o
shorbterm liability fo the
public. in' respect of coms-
mercial bhanks and other
financial - ipstitutions. as
frem July 31 was de-
signed to reduce exrcess
liguidity in both the bank-
ing sysiem. and .the
private sector as a whole
and to reinforce fhe- fir-
ming tendency recently
shown by shortierm in-
iferest raies, the Governor
to the SA Reserve Bank,
Dr T W de Jongh, said in
% statement here yester-
ay. - - .

-DrDe Jun,,h said:

%I, addition to the
mneasures annpounced
today by flie Minister of
Finance fop - counteract
speculation . against. the.
ra.nd as reflected mainly

~fhe. _present _ un-.

!;favourable Jeads and lags:
~ sitoation in- Soirth’ Africa’s
.--'.balauce of paytients;  and-
i to éncourage the inflow of .
: capital in general, the Re-

.. servé Bank. has decided - to -
~ make the following adjust-

_.._ments to ;ts monetary pol-

LI

B U

o “(1) The bank rate is
fnereased from 8 to 8% per- ;

’centperannumwithxm—

.medxaj:e effect.

~.commercial hank shall- be |
‘:qunzreﬁ 40 maintain 1i-4

i3y From: the da.te of

xcemhcatwn of . Its
'monﬁﬂy “statemient - (BA.-

;. form No. 7) -for the-month ;

Cended:Jaly 31, 1973, each. |

uid assets” (mc“fudmg Te-

.‘serys’ -halances) ~ anfount- -

Uing ‘to’ not less than tlie

..aggregate.of; -

(a) 49- pereent j -1ts

é'_"shortterm habﬂmes' io
<.thepublie, .= .. .

(b} 2 percent of. its ames

‘_”dmm-term ha})ﬂ.ﬁlm io
"tlxe publie, .

(c)5~ereent of- its

:'-"long-texm habﬂmes 0. the
» puoble, and -

- {d¥y 10 percent ‘of  its

- 1iabilities " zmder . aceep-
. __-Vtances

T “Since ﬂ:wse fatios were

nf{-mfﬁ {f/‘%s

formerly 45, 28, five and
10 percent, Tespectively,
this implies an increase In
the .commercial pank’s
minimum ligeid asset re-
quiréments of four per-
cent of their shorfferm
liabilities to the public.
“{3) .As from the date

of certification “of . its.

monthly statement for the
month  ended July 31,
1975, ‘each banking in-

stitufion other than a-
eommercial hank or a dis--

count house shali be re-
quired {o maintain liquid

assets (incliding reserve

halaneces) amounting o

not less than the aggregate -

of:-
“(ay 47 percent .of its

shori-ferm liahilities o the

public;
“{bY 2 percent of its

rale goes up

medmm—ferm liabilities o i
the public;

“f{c) & percent of ils
Jong-term liahilities to the !

publie, and

“{(d) 106 percent of iis
liahilities under accepi-
ances.

“For these banhmg in-
stifutions this implies an
increase in their minimum
liguid asset requirements
of 2 perceni of their short-
ﬁgrm-liabilities to the pub-

1C.

“The required notices io
give effect 1o these
¢hanges will in due course
appear in the Government
Gazetie,

“{4) The above meas-
ures will be accompanied
by appropriate adjust-
ments in the TReserve
Bank’s transactions in
Governiment securities
and interest raie poliey in
general”, he said.—Sapa

:; '_'OL/



SENATOR. - };OR‘W 0 DD

longtermiig

ever.paid in-South Africa.
To ﬁght .inflation . éffec-

dively, ~the State ' must

fmance -ts “loam . piogramme

as £ar as possxble out of . cur-

rent- sivings, in. & nonin-

ﬂahonasry manner; e said. |

The'.Sfate could not rely o
an incredsing exient on ban-
king institutions for finanmee

so it had decided 4o inake a‘!

1
g _
- DALRN  DiSpATCH 22_177;5-—‘ -

ngh rate puhhc stock_

The “issi ouid:
#g “investors ot the Reserve
Bank in amounis-of fi6t less
than Ri00000 from mext

d, {afonday, August 25, up fo
and including Sepmmber 30

1975.

*“Apart from .ﬂns issue,
short . -and . meditim term
stock will also;be made avail-
able to the public on October
i, -1975;. on . which date two
emstmg eovernment ' stocks
mature," the inister said. )

- He_ appealed fo “instifu-
fions- which mobilise: .the
longierm- -savings ..of * diie
publie’? [to: take- up- the new
stock. = SAPAL =
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CAPE TOW?\I —! The man:
“aging director of Rand Bank,

=z Roy- Setter, his called on:

Jindustrialis*s” 10" show z
-pﬁsltwe'_attltude towards the
futureo puth _Afnca.

" Addressing the Cape’” In-
stitute of Indué‘nahsts in
Cape -‘Town he safd_there
wwere. 400 many- regative at-
- #itodes’ regardmg\the future
ob -South.- Aﬁlca,uespemally
on the politiedl frmt.

. ™Ig it not tne that a
negative. attitude: in any
business’ communty filters
ihrough the wheli economy
g 11 the point almost of spiri-
. tual -capitulation,| and that
*Teconomic progressihas, as a
-componen_, a ]ngh level of
~-optimism? ]

- “I.am”aware of'a number
-_of ‘high® level -discussions
taking place’ at he present
“#ime whieh . rel'te to fhe
,&stahhshment of! iforeign in-
~vestment in Smth Africa.

[ With - fhe . relafively - high

_degree of confidnee shown

Zhy foreign invesbrs in South|

“Africa,.should vé ourselves
Dot “be ‘more afgressive in
regard te. our friure?”
Turning  to-the devel-
opment of - i . Western
—-Cape, he said tte authorifies
“should encnuage devel-
_wopmeni -of the .area as a
. lighly. industriflised region
|t -a rate; fasbr’ than has
ibeen the case: todate ;

ysitive—Setter

%anks coﬁfd Playa role in
this developiment by provid-

ling” finance ‘and advice, “but

I think the fime has now ar-

rived where banks. them-

seives must be more positive
with regard to the future,
and must be seen to take
Jong term views in regard to
larger development projects
subjeet to-the following pre-
conditions: -

® Regulatory -con'rols
under whick - banks . operate
should be removed to a large
extent, allowing hanks
greater ﬂexﬂnhty in"mobilis-
ing fuands, current liquid
assets-and presenbed invest-
men{ requiréments;

® Substantiaily ~reduce
the amount . of . loanzble
money; :

& The money supply
should. be e“fectively con-
trolled so that there is an
even flow, without the pesks
and ‘valleys of the past few
years

. There should be a
changeé in emphasis in the

1 ehannelling and allocation of

fitnds. "Too much money flow-
-ed: from pension finds, in-
suranee companies and other
bodies to-the public sector in.
statutory deposits. A portion

of these <unds should bhe

used. for indusfrial devel
opment. —-DDC,
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exchange aontrol
reéstrictions on incom-
i7td funds so as <o im-
prove the iacilities for
forward cover, was an-
ngungad in a2 statament

-here today busthe

nister of Findnge,
Zen O. B.FHorwood,
At thesshme time the
CGogerpor-of ihie Reserve
Zaph, Dr T. W. de Jongh,
Inounced zn increase in
thetbank raie from 3 to 8tz
peY.ceinl with immediate ef-

- fegt.

Ulher adjustments in
moneltyry policdv an-
nomaced by ithe Reserve
Bagkinclude aniperaasein
the:misimum liguid asset
rggquirements of com-

L merical hanas of 4 per cemt
" of their short term
. Mizbilities 1n the public and
;2:per’ cent in the case of
- bdanking iastilulions cther
_than commercigl banks or

adiscount house,

A RELAXATION of the

it o
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¥ _»-&\ . E Tow et
o ThEse adjustments-in the
T maonetury golicy were in
-acddition 1o the measures

announced by the ddinigter
of Finanee. Sen Horwood,
io caliateract speculation
dlainst the rénﬁ.as-r_eﬂeet-
ed mainly ig-the present
unfavourable leads-ang
lags situation in South

- Afiwea’s ba]aHEe,'Gf‘.pay-

fments positien, add to en-
courage tire-inflow of
cap:tal in general, the
Rescrve Bank said.

The new measures would
be ueecompanied. by ap-

" prapriate adjustments in

the Rescrve Bank's
transactions in Govern-
ment securities:-‘eand in-
terest rawe peliey in
general. .
They formed. partref 3
conscrvative credit poliey

v which at present had two.

priacipai objectives, the

~ Reserve Bank saig,

The first was to
stivigihen the balznee of

Paymenls in general and..-

in particular. 1o correct the

- FR—,

unfavourable leads and
Jags situation.

The second main chjec-
tive was to reduce the rate
of inflation hv nreventing
demestic credit and the
quantity of money and near
money from rising at an ex-

T cessive rata,
© In taking these various
steps. the Reserve Bank
said the monetary
authorities remained fuilv
conscious of the need to
maintain a sdtisfactory
rate of real economic
growthin South Africa.
~ The relaxation of ex-
change contro! restrictions
announced by the Minister
of Finance and the new
monetary measures taken
together could assist in pro.
'viding adeaquate funds to
South African enterprises
thus sustaining economic
expansion. while at the
same time helping to
redress the balance
between domestic and
foreign financing of the
Republic's expanding pro-
duction_and trade, the
. Reserve Bank said,
# +{n the-final analysis, the
curbing bf inflation and the
maintenance of a sound
balanee of payments posi.
tion remained essential
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authorities to authorised
dealer:

The autheﬁt.
these malpraet

In rospect of existing-ar- - very serious ligh:

ranzements under thege
headings, firms affected by
this regulation witl be af
forded 4 reasanable transi-
tien period within which to
move to a position of full
compliance with the new
requirements.

¢ In addition to the new ex-
Chiznge control measure, a
circular has been sent te.
autherisce dealers in-*
structing them %o cnsure
full complianee with the ex-
isting regulationsin regard
toimport payroents and ex-
portreceipts,

Authorised dealers are
specificelly required to
ensure. firstly that im-
porters do not trunsgfer
funds abroad in pavment of
import prior to the dute of
shipmenat of the relative
goods to South Africy, apd
gecondiv, that -xpart pro-
ceeds are remiited tn South
Africa within 20 days after
thereceipt of pivmen:

e

SN

et hesitate to dea
Iy with those
iravene the reguiz

The normsal n
periog for-wh
Reterve Bahk v -
forward exchaghge
respect of irport
extended from «

- ;‘1months. ) ‘.l‘. e

i
The Feserve [
also cvonsider .
forward exchange
applicatign fof
longer than 12 mo
igquired for the im
“of cupital gaods
dzlivery periods a
der extended o
rangements;
Application for
exchange co
authorised ‘de:
respect of fovens
-raised in their aw
tand approved by .
control will be fas
vonsidered.

Se. ale ECorchay - C}&J



i MINTMUM overdraff rates
have bheen inecreased from
11 per cent to 11,5 per
cent by all {he major
hanks

This follews fhe increase
in Bank rate from 8 per
"cent to 8,5 per cent an-
nounced yesterday. But Mr
David Alston, director of
the Association of Build-

ing Societies, said yester-

rates up

day that home ldéan mort-
gage rates would remazin
at 10,5 per cent.

The overdraft increase
_will have a negligible ef-
fert on the cost of living.

Had there heen a further ;
devaluation of the rané

—swhich Senator Horwood,
the Minister of Finance,
has firmly ruled out*— it
-would have pushed up the
prices of overseas goods.
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‘Grappling with an
inflationary economy
in difficult times < = —

What are the prospssts _— 1

Questlon: How eevere is
the ¢urrent recession in
South Africa?

Answer: The real
growth rate of South
Africa is expeeted to be
between three and four
percent in 1975 compared
with seven percent during
the past two years. In
several TXuropean coum-
fries, however, the growth
rate is -either zero or
negative,

How muchk npem
ployment 1s there in the
couniry?

The unemployment rate
of Whites, Asians and
Coloureds i3 0,4 percent,
but there are no reliable
figures for Blacks. It
would be useful, however,
¥ we did examine me-
theds to determine the
extent of Black wunems.
ployment,

During the past few
years, Government spend-
ing and the money supply
increased at a rapid rate.
Since these trends are
highly inflationary, what
policy will be pursued in
the next gear or two?

Government spending
has grown af a slightly
higher rate than gross
domestic product. It -is
Incorrect o say that an
intrease in Govermment
spending or the money
supply is necessarily infia-
topary. ¥ depends on
whether ihe economy is
running at full capacity or
how ithe spending is
finaneed. :

The South African eco-
noEly is now -operating
below full capacity, se
neither Gavernment
speading nor the money
supply are having an im-
mediafe direct effect om
inflation,

But T expact growih to
accelerate shorfly, so we
will certalnly have to see
that neither Government
spending nor the money
supply rises rapidly
during the mnext year or
two.

What is the extent of
public seefor pariicipation
in the economy?

In 1874, consumption
€Xpenditure of the
Government amounted to
128 percent of gross
domestie product, and the
gross domestic investment
of puble authorifies to 84
percent.

In 1973 the public see-
for {ceniral Government,
provinces, South African
Rallways, efe) employed
about 12 percent of fhe
economically active popu-
Iztion, Whitie 2nd Black.

The various agrienitural '

conirol hoards are inter-
fering with the free mar.
_ ket mechanism of the eco

nomy and are eontribie
ting towards inflation.
What steps is the Govern.
ment planning fo recon-
ciie the needs of the pro-
ducer with that of the
consomer?

One of the functions of
the agricultural control
boards is to achicve
greater stability in the
farming industry, which is
subject to great fluctua-
tions because of the
weather snd other wvicissi.
fudes.

In 1974 agriculfural pro-

ducers’ prices rose by 114
percent, which is less than
the consumer price index.
The Government assists
both oproducer and con-
sometr by subsidising basic
foodstuffs, The totial
amount budgetted for this
purpose is R135m.

Will {there be flrmer
action on infiation during
the next 12 months?

There are signs that the
rate of inflation is de-
¢reasing, But the position
is not satisfactory and the
Government is defermined
o take firm action. The
latest Reserve Bank moves
to conirel credit is ome of
these measures.

Others include efforts
to improve produoctivity
and persuasion fo restrain
increases in prices and
wages.

¥ the Government finds
it diffienlt to combat in-
flation because of
South Africa’s political
circomstances, is it pos.
sible that indexing — ads
justing contracis io
changes in the cost of

Biving — will he Infro-
daeced in some form or
other?

Indexing is only a pal-
Hative and does not go to
the  root of inflation. I
would not like to see it
introduced generally.

If a high inflation rate
were to continue for some
iime, ws might have to
consider some limifed
form of indexing. But at
this stage I wonid be very
cautious in applying such
a policy.

€Could not the Govern.
ment  introduee savings

States.

schemes linked {0 a cost
of living index? These
bonds would offsef the
erosion of savings, especi-
ally for the “liftle man.”

Cost of living bonds are
constantly under review,
but no decision has yet
been faken,

Inflation also creates
ineguities in the fax sys-
tem. More and more
money flows to the
Treasury as wages and
salaries are adjusted to
meef inflation. Is it pos-
sible that Sonth Africa
will follow Canada and
index itaxation?

It is, of course, true
that a progressive ineome
tax produces a more than
proportional increase of
revenue during inflation.
Other taxes —— for exam-
ple customs and exzcise
duties — show an aoppo-
site tendency, but I have
not heard any suggestions
that they should he in-
dexed. I do not think that
indexing of taxation is
appropriate eor desirable
here.

for gold?

The gold price has
stood up very well in. the
face of Russian sales and
the Unifed Siates auction.
QOnce the Russian sales are
out of the way, I would
expeet the market to ime
prove,

1 doubt whether thera
will be any agrecment on
gold at the forthecoming
IMF meetings; but I do
nof think that this will
have an adverse effeet.

What are the prospects
for South Africa’s balance

In the midst of ¢ deep world
recession, which is still
encountering inflation, South
Africa’s economy coniinues
to be strong.

But the country is not
without problems. The most
notable worry is an inflation
rate of 14 percent, which is
higher than most European
countries and the United

South Africd’s new Minister
of Finance, SENATOR OWEN
HORWOOD, entered office
in an awkward period,
Interviewed by Neil
Behrmann at the Union
Buildings in Pretoria, he
answers questions frankly.

of paymentis.

The situation should im-
prove beczuse of 2 decline
in imports and ap
increase in exporis zas
overseas economies pex
cover next vear,

An increase im fhe gold
price is also lkely fo
assist the balanes of
pavments,

Has capital inflow to
Sonth Africa heen refard.
ed by current events in
Sonthern Afriea? ¥ de«
tente is a suceess how do
you envisage a change to
the sitnation?

Although there is much
appreciation abroad for
South Africa’s policy of
detente, current evenis in
other parts of Southern
Africa are causing some
kesitation among investors
in respect of investment
in South Africa 3uch
foreign investment,
however is still coming in,

If detente proves io he
successful, I would expect
a substantial inerease in
foreign investment in 21
narts of Southern Afries

S
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+that’ niooth,;” fairly | dqepe
1%% éig:é nnnt%nt QCOROIIE:
55 BWRy: . dhe. ‘nimbey
- ‘ofrregistered’ unemployad
. "Whites, "Colouréd people
{and Asiagg stond at ungep

: 11 Oﬂa - Ehont ngercent

the lahm.lxv.fnree m

=

*‘i'ﬁﬁ co:ﬁparabte humber

in Ameriea was 1ﬁ-m11hmz.
or eight . percent.
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Bantoe-raue hreek deur
DIE suksesville plasing van ning afgehandel is, nogsl ver- [ gegee dat hulle die lening
" die lening van 4 | niydend. Die sekuriteit yan ondersteun omdat hulle die
miljoen , vir die Hogveldse die uitgiftes staan bo verden. | funksie van die rade as nood-
B antos - Administrasieraad king, aangesien alle lenings saaklik sien in die hele Suid-
deur Senbank, beteken °n alleen met ministeriéle goed- | Afrikaanse opset.
groot deurbraak vir dié rade. | keuring kan geskied. Dit .
Die lening, wat teen 'n | bring mee dat ‘it deur die | In'die lig hiervan kan ver-
koers van 11,15 persent ge- Staat geborg word. wag word dat die rade in die
plass is, is oorvolskryf en . . . nabye toekoms met groter ge-
volgens die_uitgiftehuis dul |, As sodanig het die Tenings | mak geld in die kapitaaimar
Ut dearop dat die beleggers | (& der waarheid 'n hoSr ste- | sal trek. Met die huidige ten-
« | mie langer twyfel aan die sta- tus as dié van sommige ETC- | dens in die mark ksn daar
tus van die administrasierade ter munisipaliteite. egter verwag word dat die
nie. , _ Volgens die kapitaaimarkbe- | K0SIS  Vi0 nuwe uitgiétes |
Met die huidige onseker- stuurder van Senbank, mnr. heelwat hotr sal wees as dié
heid in gie kapitaaimark was | Louls Kruger, het baie van | vén die Hobveldse Adminis- |
die sukses waarmee dié Te. | die beleggers 00k te kenne | trasieraad.
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‘Senator Horwood: He’s made it easier to borrow
% on foreign money markets

Borrow abroad:

et

SOUTH AFRICA is poised to enter the
1980s on the back of 2 R10 000 million cap-
ital spending spree that will entrench the

country as the industrial powerhouse of
Africa.

~ And to underline the urgency of this massive
capital generation, Minister of Finance Horwood
this week encouraged big business to borrow abroad.

For it is obvious the vast amounts required to
finance the ambitious projects either under way or
on the drawing board cannot be raised locally.

However, a prerequisite for large cash inflows

from overseas is investor-confidence in the future of
South Africa.

For this reason, detente moves are as impor-
tant economically as they are politically.

The fruits of an improving image  +
on foreign capital markets ave al- |
ready being reaped. Escom, which !
will need R915 million before the
end of 1977, found no difficulty in
raising R27 million from German

investors last fonth. L
At home, Senator Horwood maie it

easier for the private sector io borrow on ey

foreign markets by relaxing previous res-

trictions on borrowing abroad and also i

improving facilities for forward cover. T
Such moves will help finance the T

huge developments planned here. They

include: S

SASOL 2. This is expecied to come on

stream in 1980-1981 at a cost estimated at P

R1 050 miilion. .

ISCOR: Longterm plans for expansion T

and modernisation of its three steelworks
and seven mining centres have been es-
fimated at B3 240 million. This does not
include capital requirements for the ore
export scheme or the proposed semis
works at Saldanha,

IMPROVERMENTS to the Durban
refinery: Shell and BP are planning to

_ spend RS0 millign. in the next three

years.

"ETHYLENE cracker at Durban: This will

cost Sapref R60 million between 1976
and 1879. :
POLYPROPYLENE pilant at Durban:
Shell is to spend R30 million on this by
1980.

PHOSPHORIC acid plant at Richards
Bayv: Triom{ is te build this for R70
million.

COAL-BASED chemical plant at Sacel-
burg: AE & CI has received Government
go-ahead to spend R220 million on this
plant which is planned to come into
operation in 1977.

TUGELA-VAAL water scheme: Esti-
mated cost R178 million. i
The list goes on: Sentrachem’s
polyvinyl chloride plant (R75 million),
Safripol's coal-based aceiFlene plant
(R100 million), Foskor’s Phalaborwa
plant {R46 million), oil exploration (R20
million}. .

Then thére are the development pro-
grammes planned by the railways and
harbours; tentative capital expenditure
needs have been put at R870 million for
this’ year alone, including the new. oil
pipeline from Durban to.Johannesburg
(R82 million}..

_ Containerisation will invelve huge
sums. Tt entails buying 10 large and four
small ships and upwards of 500000 con-
tainers plus handling equipment. Sal-
danha Bay’s dock complex is estimated at .
another R100 million. .

ANdthen: . there’s - educational’ - pro< ™
grammes {(Johannesburg technical ' col-
lege R100 million). provincial pro-
grammes (hospitals will cost more than
R25-million in Natal alone) and th:
uranium enrichment plant R5330 million).

South Africa should be able to bor-
row this money overseas. It has benefits
that appeal to the hard-headed investor
shroad.

The economy has fared well in the
recessionary frend but whether this re-
mains the case depends to a large extent
on what economic picture South Africa
presents to the rest of the world in the
months ahead. s
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poised for growth,

says Mr Eric McKie, president of the
Johanneshurg Steck Exchange.

But the economic future depends on the

- price of gold and an inflow of foreign invest-

ment capital, which, in turn, depends on relax-
ation of exchange control and on political

stability.

He said this week that the outcome of the
Rhodesian talks, due to he held before the end
of the month, eould have a vital bearing on the
prosperity of Southern Africa.

An amiecable solution fo the Rhodesian

ence in the region as
investment.

: problem would do much teo 1e-establish confid-

an area for foreign

But an over-night transition to majority
rile in Rhodesia would repel rather than atiract
foreign capital because of the economic chaos
experienced in most other independeni Black

states.

A gradual transition over 10 to 15 years
would probably be in the best interests of

Rhodesia and Southern

Africa.

Mr McKie welcomed the statement by

Senator Owen Horwood,

Minister of Finance,

that it had been decided in principle that blocked
rands would be made directly transferable be-

tween non-residents.

Blocked rands are funds
realised when foreign-own-
ed assets, such as shares,

-arg sold in South Africa.

In ferms of the regulations
— designed to prevent an
outflow of capital
bloecked rands can  be
transferred only by buying
or selling South African
gilt and gilt-edged
securities. )

ATr McKie said foreign

-jnvestment must be en-
- couraged,

either directly
or through the stock exz-
change. -

“There-is no doubt in
my mind that problems .
related. to the blocked
rand and iis non-
transferability, and other
related - problems, have
resulfed in a vast amount
of foreign investment by-
passing the Johannesburg
-‘Stock Exchange.”

", The exchange had asked

—

And the big ‘ifs’ are
gold and foreign cash

the Reserve Bank to allow « waning of ‘inierest by

_blocked rands to be used
for subscription for amny
rights issues.

The Government had
not allowed {foreign Iin-
vestors to use blocked
rands to take up righis of
the Teeent Free State
Saaiplaas and Deelraal
issues.

“The - continuation of
such a policy, in my opi-
nion, can-only damage the
investment image of South
Africa  in the eyes of

. Toreign investors.”

Increased  stock  ex-
.change - " aetivity =~ would
“psychologically en hance

“the country's image as:an

area forinvestment. -

Important

Fhe stabilisation of the
gold price at a minimum
170 -dollars for 1975 was of
the. greatest importance.to
balance of payments.. . -~
-~ “Ag there appears-io be
ne  positive Tongderm
answer to the problem of
world inflation, there can
he no doubt that the basic
misirust of paper cur-
rencies will continue to
manifest itself and that
gold, as an enduring store
of value, will atiract
strong overseas demand.”

He atiributed the dis-
turhing fall-off in gold
share turnover om the
stoek exchange — from
63,8 mitlion shares for
March 1974 to 27.8 million
fc~ March 1975 — to a2

the

- overseas investors.

Contributory . factors in-
cluded:

& A Ievelling off of the
uninterrupted rise in the
price. of bullion that sus-
fained the higher volumes
of 1974,

® The growing fear the
faction fights, strikes and
the repatriation of
mineworkers to  their
homelands would disrupt
gold production. )
@ The accelerating cosis
of produciion - when
measired  against the
behaviour of the velatile

‘bullion price.

‘@ Political - events in

BMozambigpe and Angoela.

- United Kingdom in-
vestor interest in- South
African equifies was dam-
pened by the imposifion of
a- 25 percent surrender of
investment currency
premium and the widening
of this premivm to new -

*. high levels.

cA‘Although . . many of-
these factors could con-
tinue {o exercise a dam- .
pening influence on geld
share prices in the short
term. “the background un-
certainties regarding ex-
change Trates, the in-
t ernational settlements
system and the course of
the dollar still remain
potenttally strong in-
fluences in the behaviour
of builton priees.”
Overseas hedging had
mainly tended to move
towards  investment in
bullion rather than equity.



MR R. B. OLARK, chairman of the Shareholders’ Assac;a.tmn,
says :tliqj:& are four:reasons why shareholders in S.A. Board
M!l]sfasgomdm pose {he take-over bid by Anglo American
Indusirial Corporstmn, whieh is up for approval at a meeting
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}33" A. Hﬁmersha, senior economist of Standard Bank Investmient Corp.
RECENT events in monetary affairs have demonstrated onee

again the overwhelming dependence of South Africa’s eco-
nomy on developments in the wider world. ‘

A rather dramatic tarn- -

argund has occurred n
domestic financial condi-
tions, not as a result of
_ sfundamental supply and
demand

trends in foreign ex-
change iarkets and
overseas inferest rates.
To place this change in
. perspective we must cast
our minds back over the
past year. From Qctober,
1974, until a month ago,
a steady trend had been
established - towards a
lower pattern of interest
rates in South Africa.
The movenient was most
evident in the sensitive
Short-term money
market. _
_There, - the return on
90-day negotiable cer-
tificates  of deposit
declined from 17 percent
in September, 1974, to 6,5
percent in July, this
year. In time; develop-
‘raents in the market
place produce changes in
the various fixed lending
rates, and only in June,
the major clearing banks
cut -their overdratf rates
by one percent.

DOWNTURN

Most monetary ana-
lysts saw little reason to

expect " any interruption

to this trend. The pri-
mary factor behind it

was the downturn in eco-

nomic activity and this
seemed likely to last ab’
least unti! some recovery
was evident in the
. United States and Euro-
. pean economies.

Financial
normally move in sym-
pathy with developments
in  trade and industry
and, .- witheat some

- change in the Ilatter, it
seemed more liliely than
not that the going trend
would continue.

Suddenly, the prevail- '

ing vpicture has altered.
In the money market the
retuenfop. 90-day NCDs
‘has "Atigén for seven suc-
cessive weeks, moving
from 6,5 percent on July
4, to 835 percent on
Aungust 15. Yet, our fun-
damental economic con-
ditionis are no different.
Production in the manu-
facturing  industry is
barely higher than 2a
year ago and consider-
able unused capacity and
errrnhie etnerlese evist

: considerations, -
but by virtue of new '

conditions”

continued strengthening
of - the dollar aroused
suspicions that a further
rand devaluation must
be imminent.

Invariably, such an
expectation leads f¢o an
outflow of- foreign
exchange, Lknown as
leads an’ lags.

Importers scheduled to !
.make payment overseas

tend then to hasten pay-
ment; while anybody due
to receive payment of an
amount denominated in
foreign cirrency fends to
delay it, to realise more
rands in the end.

THORNY PROBLEM -

This sort of situation
spells out a thorny prob-
lemm for the monetary

. authorities. Only by for-

ceful persuasion thai no |
devaluation is imminent,
can they hope {o reverse
the cutflow of exchange.
This has been the line
followed by the TMinister
of Finance and, oo pre-
sent indications, it
appears to have been
reasonably successfil.

The second faclor is
the . frend of interest
rates in the TUnited
States, It is clear that
the American recession
has either ended or is
about to do so. As an
upturn becomes estab-
lished interest rates may
firm further, following
the levels of rising rates

‘during the past weeks

which were, in iaet,
responsible for the
change in the South Afri-
ean authorities’ policy
stance.

INTEREST RATE

Now, why are trends
in  American interest
rates imporiant to South
Afriea? - ' :

‘The third factor is the
behavionr . of the free
market. price of goid.
Becalse gold is our most
important-export item by
far, the overall perfor-
mance of the gold .and
foreign exchange re-
serves- is critically depen-
dent upon - developments
in the gold markets.

The failure of the gold
price to move upward, as
many had anticipated,
has left us with much
lower curreney
holdingz than would
otherwise have been the
LdSe. .

reserve |
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B}E!JZABE!‘H ROUSE
A DISCIPLINED rand
means healthier economie
growili prospects .and the
share.l market should
thereforehave a firmer un-
derione, says a broking
house analyst,

The yiew that the rand is
ta be disciptined by a phase
of dearer moneyassupport-
ed by -the increase in the
lon{term gilt rate to 10 per
cen

‘““The rate of economic. -

recovery, may thus he
slowedt down and industrial
share price consolidation
may be prolonged,” says

the anaiyst.

South Africa’s fereign ex-
change reserves — even at
eurrent levels — have been
propped up by overseas
horrowing, a fact which
argues that imports are
ronning fartoo high.

It mav, therefore, be in-
ferred that the shifi to a
higher interest rate platean
is more meaningfol than a
correction of leads and Iags
in foreign trade capiial
movement.

Higher interest rates and
the resultant confasion in
money and capital markets
have cansed Hollard Street

trading to slow.

However, the analyst
says the more volatile ¥ali
Street took the rise in Unit-
ed States prime and
Treasury hill rates badly.
The Dow Jones industriai
index has slipped about %0
points from the year's high.

American anthorities are
on the horns of a dilemma.
Firstly, a higher pattern of
interest rates counld heip to
cripple the incipient
econornic recovery by al

G Al

lowing it to be over-
whelmed hy the leads and
lags of the inflationary
forces set in motion last
vear.

Secondiy, more ex-
prosive money would re-
suit in a flow of rate-
sensitive funds into ‘the
t nited States. These would
have te he sterilised
through stringent conirols
on the banking sector at a
time when a more lenfent
policy is required to

Disci phned rand g(%)ﬁr sh

stimnplate new invesin
and emplovment.

Another analyvst savs
current indecision in
behaviour of the Dotv J.
index suggests, !
stalemate in mMo!
policies may he prolong:

This hardly augors *
for Hollard Street beca
wall Street dominates t
the Londen and “the Job
nesburg market.

Most brokers avoid ¢
menling on the So
African scene. In the wo
of one broker “it is diffi
to offer valid market ¢
ment with turniover at s
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Neil Behrmann

South  Afriea’s growth
rate dipped sharply during
the year ended June 1975,
but improved conditions of
important ~ trading coun-
tries should stimulate the
economy in due course.

This is the overall ob-
servation of the South
African Reserve Bamk in
-its anamual repori. The
-bhank says that excluding
-agriculture, real growth of
iithe economy dipped from
‘“séyen percent to three per-
cent during the 12 months
Jended June.’

‘Tnchuding agriculiure
"-;the~ real gross domestic

‘product declined from 5,5

-percent to three percent.
Buf the Reserve Bamk
ﬁfeels that business is re-
| yiving iii the United States
and other countries.” Be-
1sides the stimulus from
ithis source, economic ac-
1ivity shoild be sustained
by a prosperous agricul-
"tural season, capital pro-
.jects of the public sector
and television dsmand.

+ ‘Féatures of the report
are:-

+ @ 'The rate of inflation
' declined from 13,8 percent
in- the six months -ended
March 1975, to 124 per-
* cent-in the second quarter

j of: this year,

'‘® The deficit on the cur-

. Tent aceount of the balance

. Government’s
. requirement rose fo such !
an extent -that if was |

. of paymants rose from

R1300m during the second
half of 1974 to R1710m
during the first half of
1973,

& The tfotal net inflow
of capital during the year
was R1499m, but there

were violent short term .

raovements. During the

previous year an ouiflow

of R150m was recorded.
& Total long term loans

of the public sector
amounted- fo  R749m

(R314m) and Ilong term
loans of the private sector
R257m (R39m). -

@ The inflow of short
term capital into the
private sector was R626m
compared with an ocutflow
of R297m . the previous
vear, but fluctuations were
wide, because of the leads
and Iags situation.

'@ Credit o the. private
sector increased Gy - only
13 percent againsi-31 per-
cent in 12 months ended
June 1974

The repoert says that this
Government spending was
the main eause for the 11,5
perceni rise in the money
supply.” The big increase
in spending led to a sub-
stanfial rise in the Ex-
chequer’s deficit. The
borrewing

forced to make use of more
bank credit.

|

Gpitaf



Fmanclal ‘Editor

Eipgeal Fygthe ane Mlmsfer this week for wage restraints is expected to be only.

"fcu

_ limit their profits.

It is believed that the
suthorities woiild like com-
papies to restrict the re-
turn on capital to 15 per-
cent before tax. Moreover,
it seems that "official
thinking is that companies
earning more than 15 per-
cent (beforé interest
charges and before tax) on
operating capital should be

permitted to pass on only
70 percent of any local cost
increase, and the remain-
ing 30 percent to be
charged against profits,

Although the Natal
Chamber of Industries has
announced that its mem-
hrers gre prepared to shide

by the 15 percent figure,

g Cape : Chamber of

. Ingistries in its Jatest sur-
vey. expressed. ayfany tesers

‘yations about the proposal..

Tha view of its Eco-
nomic Affgirs Committee
was that it would not be
£easibie Tp recommend for
general application speci-
fic percentage levels of
.proﬁt earning.

It continued that the
Ievelof returr required on
capital employed varies
cons;ﬁerahly from industry

to industry apd, whereas
the. 15 percent zmght be
cient in some cases,
it could ‘bhe . totally in-
adequateé, even seriously

harmful, in others,
The cofmmittee added

t’nat the suggested level of
15 percent profit on
capitdl employed appeared
to be based on conditions
-which were now outdated
ar-result:ofthe sHarp

M i hinhle i $ha Tard

‘firstof a series of Government movyes aimed at curbing inflation. Among other.
sures in l‘he p:palme is also beligved to be a request to commerce and industry to

-

only .9 percent aftér coms
pany tax and thix is,
ectually 2 smailer, return’
than investors can now get
on Government stock.

This could create finane:
ing problems for industry,

Meanwhile, ‘there Is
spechildtiofn, that  the
Government could move
towards a- tighter money
policy in an effort to-
squeeze inflation out of.
the system, ;




{The inflationary "condi-
}ons of the past few years
thive seriously affected the

';,n_ychi.-helps to moderate

nflations, as Mr Vorster's
+¢alt should do, can only be
pod. for the country and
$4gr investors. :
However, the share mar-
ket showed little imme-
diate; reaction to Mr Vors-
ar's .call. One probable
gason i investors

ZAngther reason is thy
TtHore are fears that the
iGoverpment’s cail for
igage’ vestraint could be
Jinked with a cail for pro-
estaint.
Sinme -difficulty here is'
%hﬂa“ while probably every
«de in Dbusiness agrees
t=fhat no company should
Y¥make excessive profits in
these inflationary times, it
not easy to determine
'wwhat rate of profit com.
'gptgpi_es should be allowed
FLoe

make.,

s point is that what
] togarded ax 3
T gagkonghie profit in timer
f. z¢rg infiation could be
Boelssaly inadenuate
hon inflation 1s rampant,
Birh 84 a ppesent when
gprdniation rnlaa#n
el tha rool ond the
© gaquiremsnts  of
i wrealty il

'&ul the
sopiy
y il

oo s

. LIS an-imdiae
tignarv nlans

nnd  their

»@,;THIS WEEK’S caif by the Prime Minister, Mr B. . Vorster, for
“wage restraint has injected a new and seemingly bullish efement

nto the local investment picture.

For tnvesters in in
dustrial shares this has
been another dreary week
on- the stock exchange.
But they have been ahle
to draw some comfort
from the continued run of
heajthy company . profits
that are being Teporied.
Statements of profit in.
creages are still heavily
_guistripping those of pro-
tit reductions. - i

Another causé -Jor com-
fort was the steady rise in
the. foreign exchange
reserves. These até now at
their highest level for
eight moniks and if the
Government’s plans to
draw funds into the coun-
try are successful, as they
are expected to be, a fur-
ther rise in the reserves is
on the cards.

Incressed TeS8Serves
means greater Haquidity,
lower interest rates and
more money for invest-
ment in industrial shares.

Investors in gold shares
have had z disappointing
week as well with the gold
price fluctuating around
the 161 dollars an ounce
mark. They have also had
to contend with reporis
that the United States
may hoid another gold
puction jater thig year and
$hst the International
Manetgry Fund could slso
bacome & seller of the

metal. But this need not be
neislnn thoa metal's
in %mu.

Ik appesys tha  moto?

Weatern elales  bave

A eyresinant th
¥'s stig

nnt rleas
w1z vaine ca he gllrrsd

But considering the
Commonweaith. finance
ministers* squabble af their
meeting in Georgetown,
Guyanz, this week about

- how the proceeds from the

sale should be used, there
are obviously high expec-
tations about the price
which will be obtained for
the IMF gold.

But in current market
conditions a good price
will only resnlt if central
panks are allowed {o buy
it. And this seems a
strong possibility, seeing
it is their gold being sold.

Accordingly, the pro:
posal that the IMF should
sell part of its gold stock
conld in fact be a Trojan
horse to open the way for
resumed central bank
dealings, in gold om a
large scale.

If this were to happen,
gold's rehabilitation as &
medium of international
exchange would then be
compiete.

This week AE and CI,
the country’s higgest
chemical enterprise, an-
nounced it had raised
R45-million by way of two
debentures igsues -— one
carrying a 12,75 percent
coupon and 12 options to
subscribe for AE and CI
ghares, end the other with
coupon of 18,128 percent
but with no option righta

Thene are attractive
vales of intorost and in
contrast ta provieus de-
benlure lssurs by other
eampanias. AR and CI 1
150 1 g thesa dsligne
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By DAVID PINCUS

THE South African brick in-
dustry wili have to find ot
least R325-miliion fo invest
in new plant and equipment
in the next five years if itis to
meet the building industry’s
needs,

Philip Reynolds, director of the
South African Brick Association,
says: “This is a comservative fi-
gure. The owners of the country’s
300 brickyards will probably have
fo invest a lot moTe than that.

“The money will have {o be in-
vested at a2 rate of between R35-
million and RE3-million a year if
the industry hopes fo cope with
the increase in demand — this is
expected to rise at between 8 and
10 per cent a vear.”

This investment will quadruple
the brick industry’s present RI120-
million stake in plant and equip-
ment,

Mr Reynolds sald that apart
from the normal upswing in de-
mand by the building industry,
the brick ind feels that it may
have added to this with the per-
fection of a brick panel method of
construction for economic houses
that conld revolutionise building
methods.

Members of the association have
been working on this method for
11 vears and have spent about
R500 600. They have now develop-
ed a method of using briek panels
that will enable a team of six un-

Demand
outstrips
today’s
capacity

skilled labourers to build a com-
plete Soweto-type house, with the
exception of the interior dividing
walls, in a day.

“I¥e will demonsirate this me-
thog to one of the Bantu Admini-
stration Boards in the near future
and feel sure it will, to a large ex-
tent, replace the present method
of building houses in African
townships from concrete blocks,”
he said, : .

“Once we have broken into that
market we feel certain the next
step will be the use of thig method
for outhuildings in White suburbs.

“After more development. it
should be found suitable for pres-
tige houses in better-class suburbs,

“About 10 vears ago members

of our association proved that a
brick panel house-could be built
in a day, but it was a capital-inien-
sive operation. We had to make
use of sophisticated egquipment,
such as tower cranes, to do the

job. '

“That would have made the sys-
temn, as it was then, uneconomic —
save for large contracts.

*Another drawback was that the
joints between the panels were
not windproof or watertight. We
gvercame that problem by develop-
ing & special joint that provides an
adequate sezl against both wind
and raim,

“The problem of having to move
sophisticated plant to the site was
overcome by developing a 1 sg met-
re panel that can be handled by
two labourers and which ig slotted
into accurateiy positioned uprights,

“Our roofing people have also
developed a specizl tvpe of roof
%Jhat can be fitted by unskilled la-

our.

2 e L

House shortage
Mora bricks needed

*“The beauty of the system is
that everything, with the excep-
tion of the concrete floor, can be
mfede in a factory and taken to the
site,

“Our system is completely mo-
dular, which means that anv size
or shape 0f singlestoreved econo-
mic or sub-economic house ¢an be
built bv unskilled labour using the

_ same components.”

Another advaniage is that no
foundations are needed for these
houses,

The demand that can be created
for houses built using this meth-
od can be appreciated when it is
realised that at present. according
to a spokesman of the West Rand
Banty Administration Board, it
takes between 10 and 12 days to
build 2 home 4n Soweto using the
present concrete block method.

A
Modular system
Any size or shape

And a spokesman of the Depart-
ment of Bantu Administration ad-
ded: “There is a terrific shortage. -
Only 7573 houses were buill for
Africans in urban areas in fiscal
1874, We are still trving to find
out what the backlog is.”

Mr Reynolds said the couniry’s
brickyards presently make about
3250-million bricks g vear. Esti-
mates are that they will have o in-
crease production by 326-million
bricks a vear from this year on.

Present demand is zbout 63 per
cent of this production, which
means that some brickyards, but
not all, can stockpile bricks in an-
ticlpation of what Mr Reynolds
calls “the killer demand.”

Some cannot afford the capital
that is requireqd to stockpile; other
yards, such as Brickor and Roode-
poort Brick ~ which make certain
hines of povular bricks — have

not experienced any fall-off in de-
mand. '

SN C‘f’“ﬁ“_ﬂ
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By ADAM PAYNE 5.
" Mining Editor %

THE Prime
| Minister's call for a
wage freeze is seen
*n‘economic circles
48 ‘a powerful ‘move.
to' avoid South Africa
falling into an
economic crisis such
- as Britain's.
. South Africa is six
months to a year behind
Ameriea and Britain in
' facing its inflation pro-
" Blénr and it has ehosen the
wiser but more painful
ecowrse of higher interest
rales. tighter money and
an apupeal to employers
and:.¥age earners io
“yestrain wage appeals and
¢t down price increases.
* “Merton Dagut, head of
Nedsual's economic unit.
said this week that the
conntry is entering a
eritienl period. He agrees
with industrial and other
ledders who endorse the
Prime Minister's appeal,
& Leading
"+ M Dagut is one of South
Africa's leading-
erpnomists. His views
carry considerable in-
fiuence in banking and
;ernment circles.
-+*He said that if the Gov-
ernment allowed an infia-
- tibnary course, s in Bri-
tain. he believed it wonid
vagth fm ming infiatiny nf
18 per cent by the end of
this vear bailding up to
about 30 per cent next
‘year. This wouid be
dangerous — and could
1ead to an economic crisis.
- Provided the Govern-
Lment policy is followed
sthrough, he sees a gentle,
hesitant economie upturn
. aboit the middle of the
-third quarter next year.

| strength by the end of 1976.
+ . He believes the growth
ate-for next year is likely
14 be little different from
that of this year. which
will‘be poor compared 1o
gt year's growth,
~ Bite

He zaid : ~"We aye in for
% typically painful dose of
Jjnfiation correction. The
spain“of the adjustment is
“ahoit tobite.,
7 7The tecovery will be
ffom a relatively higher
tate of inflation than in the
‘Uhited States because of
iy underlying need for
gfowth, This. recovery
stohild produce a range of
Inflation of about € per
{Q&ﬂtmﬁper cent.
b= That should be low
%mugh to begin a re-
stimulation. which we
nieedt {n achleve pur growih
‘Fale

“Britain and the United

. “Thig wonld slowly gather -

sitnation at the end of the
first quarter of 1973, They
had adopted a fairly tight
money poliey. The United
States enforced a total
tresze on prices and
wages.

~Thev stopped the rate
of inflation from aceslerat-

it e T M

boom with rising incomes
-and people storming the
. Shops to buy goods.,
£ A crisis with a’ rising
# rate of inflation. combined
B with a recession and grow-
ing unemplovment is now
g afflieting Britain.
% Something has fo break,
1§ we hold our nerve

ing. and their position then &
was similar to qurs now. =«
They maintained the tight -
money poliey and entered

their most severe ¥

with resfraints now, we
shall break the cycle and
-ga into the downturn,
whieh should lead to a re-

depression since _World i , covery without erisis.

War il

~The US is gtill in this
recession. although it may ™%
have bottomed out. In the
process. the rate of infla-

‘tion has come down, the

external trade balance has
improved strongly and the
doilar has strengthened. .-
*in Britain, by contrast. =
the price and wage freeze
was maintaiped for one
more quarter and the real
GNP {gross national pro-
duety fell by about 9 per

cent.
~In the end, Britain at- -
tempted another policy
‘tix — vielding to the un-
ims® wage demands and
trying to grow out of its in-
flation with the exchange
rate of the pound taking
the strain. )
© ~The result was a false

increases

“{Ye are into the season
of pay increases in the
private sector. We arg in
the mood for saving:
‘Things will be better next
veayr. so let us jack up
spending a liftle.”

~But serious.difficulties
threaten us if we choose to
stimuiate’ the money and
allow inflation — which
will worsen our balance of
payments in the near
fuiure — to destroy our
growth potential.”

On the rise in interest
rates early mn August -
done by the Government,
with the Reserve Bank's
backing, to liberalire tho
blocked vand mechanism
10 retain funds in South
Afriep — Mr Dagut raid:

“Tha Budget in March was
based on cxpectations thut
mining and company pro

WENSTI R L e
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fis would yamain the




cqptmuld from
‘Page 1

pnce inflation is
‘diminishing. :

o ﬁ';:_npbrt prices are. in-
“ereasing-less rapidly and
"the:strength of the rand

(Wil alse help in Iowermg.‘

the fmport bi

F%The eeanamy perked
“up ik the second quarter. I
thmk,lt will decline in this
quarter and in the last
‘¥fuarfér. and there is hope

. It,h,at.;.mst enough competi-

Bt 1] nq will percolate through

: to check the rise in prices.

- f“‘Irr*addmon. we have

aﬁconnm:c technicalities go-

ingfm' us. The maize crop

is.not as goc_d as last year.
Therefore the surplus of
the farming sector will be
down on last vear: causing
a drain on income. Mining
and commercial profits
are also down on expecta.
tions. -
**If in the next six

" months wages and salaries

and personal Iiicomes can
be made to stop rising
rapidly, agd at the same
fime there'is a decline in
prices. there is a fair
chance that the infla-
tionary chain will be
broken. ) o
It won't end inflation.
Rather, inflation will aot
continue to accelerate and
will be held at less than 10

cent. :

‘T would not be sur.
prised to see a recovery in
industrial equities next
vear. It will come from re-
newed confidepee since
companies and investors
will -see that the rate of
cost inflation is deereas-
ing. “This will mean that
their capitai structures
&ill he sound again.

*“They will be able to0
plan for expansion. .

. "0Our poliey is-also likely

togresuit in gold and
foreign exchange reserves
increasing between now
and the year-end. We know
that normally an increhse
in reserves means a rise in
share prices,

““The expectation of a
decline in the rate of infia-
tion should make it possi.
Hle for long-term interest
rates to ease slightly. But
the picture is complicated
bv the need until the first
quarter next year to raise

targe sums. for public

autherities.

~1 gee a big dip in in-
terest rates about the mid-
die of next year.”

Cn the IMF meeting and’
the go!ld price., Mr Dagut
was not dismayed at the
thought of gotd being sold
from IMF rescrves. This
could allow centra! banks
to buy it. he said.

1 foresee the gold price
rising. 1 would not be sur-
prised if it is close to 5180
an oz at the end of the vear
with a rise of 5 per cent on
average through next
year.

~"These figures have
enormous implication for
the gold mines® profits.”
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- merger% Tos

" JOHANNESBURG.
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— . Nedbank and Syfrets-UAL Holdings

- Limited (Nedsual) annotinced at the weekend that the operations

of. Credcor Bank Limited

{Credcor Bank) and Lease Plan Inter-

national Limited {LPI) are to be merged to form a general bank

_ with assets of more than R200m. The effective

merger will be October; 1 975.

As- a result of fhe
merger, Nedsual will effec-
tively. hold 90 persent of
the ~ &hares in the new

group. The largé British
finance honse, Lioyds and
Seottish Limited, of Edin-
burgh. in which Llovds

date of the

Bank Limited and the
Royal Bank of Scotlend
Limited eath have a 41
percent interest, will hald
the remaiping 10 percent.
Idoyds znd Seoftish pre-
‘wiously held: 30 percent of
Credeor Bank. ™ . ©. .
o The - South . African
. Mufual: and .Cayzer Irvine
“have sold: their; sharehold- -
“ings in Credcor Bank. of
20 pereent and .10 percent.
i respéchively - to . Nedsual
~LPY. recently’ betame a
-wholly-owned subsidiary of
Nedsual. - oo v
- SUBSTANTIAYL: BENEFITS
. Credeor Bank and LPI
. are dnvolved.- in  comple-
mentary activities, -notably
leasing. It is  therefore.
expected that ‘substantial
benefits will be achieved
~from the merger, as a
- result, infer elig, of: .
@ Rationalization of ir
ternal {functions, services
and Tresources;
4y _Eliminafion of over-
lapping products and ser-

~ajor -vole “ip fhringing it

_age in.December ‘and will

directors—Sapa "

,viges,

@ Greater strengih In
-the market place and iIn
marshalling financial and
other respurees. - °
© Im . addition, certain
saving in ferms of -mdn--
- agement and administra-
tion. costs should result
~ for Nedsual.

Managing director of
the enlarged bank, which
will trade undey the name

‘of Credeor Bank Limited, *

is Mr Stanley Xaplan,

formerly managing direc- |

tor of LPL. | S

~ HNr _Austen  Downing,

who ag managing. director

1of Credeor, Bank-played.a

{46 "its present! prominent
. stafyis, reaclies refirement .

retire on .the merger of -
the ' two -companies. . He'
will; however; continue to-
sérve - on the board, of

- T
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HOMELANDS STAKE IS R230M

The share capital of the Bantu
Investment Corporation (BIC) had
reached the R10Q-million mark, and its
total share capital would top R125
million by the end of the current
hinancial year. the managing director of
BIC, Dr J. Adendorif, said in Pretoria.

The tigure of Ri100-million was
reached admidst increasing interest in
the economic development of the Black
homelands, said Dr Adendorff. in addi-
tion to its own capital, which was
supplied by the South African Bantu
Trust, the corporation had been able to
draw substantial amounts of outside
capital, and the total investment in the
homelands stood at R230-million in
March this year.

FACTORIES FOR HOMELANDS

The Bantu investment Corporation
(BIC) will build ancther eleven standard
factory buildings at a cost of R25-
million at industrial growth points in
Biack Homelands. This forms part of &
R&8miition project for an eventual total
of 35 such buildings.

Dr J. Adendorff, managing director of
BIC, said that these standard factory
units were proving so popular that the
Corporation was unable to meet the
demand at present.

p—— L)

The factory buildings are designed to
provide adequate office space at the
plant, as well as ablution facilities for 100
to 200 workers. The floor space vanes
petween 1 000 ¥, 1 500 m¥ and 2 000 e,
Fitteen of these factories were already
completed and all were occupied.

Dr Adendorif said that a contract of
R2.5-million provided for the construc-
tion of two factory units at Isithebe, in
KwaZulu. three at Letaba, in Gazankulu,
four at Seshego, in Lebowa, and two at
Witsieshoek, in Qwagwa. The building
operations are due to start shortly
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C‘{LTE‘C OIL In Snuth
. Africa s to emgbark on
R96-nillion expansion pro
grazpme. It will increase
-, the ‘dapacity of its
"y lnemm refinery in Cape
Fowh by 70 per cent in the
- largest industrial project
: )ex-';underlal.en in the
““'“esibrh('a
Bl Mar-.han Smith,
‘Calfex managing dlrector.
said vesterday design and
. engineering studies are
“el} advanced. The ex-
" pansion is necessary to
nieef the growing market
" 1dr refined products. it will
5 belntwostages,
M Mtarshall Smith savs
“ﬁ}&-ﬁxpansmﬂ also reflects
“aliex's optimism about
?{hé Secuth African
eeoﬁomv
" ~“SEven with fuel con-

- oServation measures, the

'r Tbugancy of the econemy
!w? ereated carrespendmg
" growth in the petroleum fn-
dustry, although now from
alowerbase, . .

i owedf«us to expand our,
stacilifies ‘to dmeet this
P ginwth op to 1983,
“The first stage of thepro-
ject is designed to improve
5 the” yield of refined pro-
i {luﬂs and is scheduted for
Jor’ amp!etmnm%larch 1977,
< The seeond stage, 1o in-
cre'"ake -cagzeity, is to-be
= eomp!eted in Julv 1978. A
.. date Has oot bsen set for
; Aht start of-construction.
. The expansion will raise

Bili Marshall Smith .

the capacity of the refinery
from 61 000 hairels & dav
‘tabout "3-million tons a
year) to 105 000 harrels a
‘day (3-milliontons a vear).

This indicates-that
Caltex is looking for a
growth in petrol consump-
tion of nearly 7 per cent for

- - Sonth Africa. The new
‘facilities- will include a

trude distillation plant, a
eatalytie cracker for petrol
and sulphur removal and
recovery plants,

Mr Marshail Smith savy
fhev will double the size of
the refinery.

Local conteat will make

‘up one-third of the total

JR95-million expenditure,
Mr” Marshall Smith savs
the expansion will result in
foreign exchanwe savings

Sundoxy Trmes (fous. Tmes) 708 / 3

éltex spending
96-m in Cape

Piciure by TERRY S5-¥32

.. Expanding refinery capacity.

of about R¥-million a vear.

**The project is to he
Hinanced by a combination
of internal funds Caitev),
Incal short to medivin-term
borrowings, and possibly
some offshore loans.” He
was unwilling to comment
further on this,”

-Second

The enlarged Caltex ve.’

finery will move ahead of
Maohil's Durban plant into
second place, behind the
combined Shell-BP,
Rapref, refinery, also fu
Durban, which is due for
expansion arouad 19%n,

Caltex, which ix
scheduled to move inta new
Cape Town headguarters

tonards the-end of 1977, is
onte of the few big ail com-
panies still active in ex.
ploration werk here,

The parental exploratinn
arin, Chevron, has feases
on the West Coast south of
the Orange River miouth
and on the Agulhas Bank.

Mr Marshall Smith says:
“I’s known that offshora
drilling is enormously ey,
pensive, We wouldn't he
searching if we didn't harve
reasnmable expectations,”™

Caltex Ot (SA) is ouned
directly by Caltex
Petrglewn, which in turn is
field 58-30 v Texace Inc,
and Ntandard Ol aof
Caltfornia isacal). Socal is
Euown owtside the US as
Chevrouw., It has heen
uperating here since 1911,




US will

invest more

epublic

—Horwood

The Star Bureau

NEW YORK —

Ameriean investment in

South Afriea is certain to increase. This is
the opinien of Minister of Finance Senator
Owen Horwood after five days of talks thh

top US bankers.

Senator Horwood said here
that the role of the
Prime Minister in de-
tente in Southern Africa
was regarded by top
American financiers as
extremely significant,
and had contributed. to
the greater confidence
and interest in investing
in South Afriea.

“I have had discussions
with the heads of the top
banks. Some of the dis-
cussions were very good.

"1 have no doubt that
United Siates financiers
are very interested iIn

-Seuth Africa and will
definitely. he “playing a

- more active part in in-
vesting there,” the Minis-
ter said.

He said he had heéen . ques-
tioned on 2 wide variety

of issues in Snuth Africa.
“It was clear- thal firfan-
clers - and industrialists
have been -impressed
with Afr Vorster’s efforts
to assist Rhodesia toward

a settiement by helpin,

to ‘bring the partfes;

together. .
“They felt South Africa

- had extremely good- pros-
pects for the futu1e
This was also indicated by
the large number of fi-
nanciers who had - de-
" cided to visit the Repub-
lic in the next year 10
leok at the country’s in-
vesiment potential
Attitudes had undergone a
“change for the good™
since  Senator -Horwoo
was last in the Umited
States in 1962 “Things
Caugur well for our isse-
ciation in the future,”
the Minister said.
jenator Horwood was also
optimistic about the IMF
conference angd talks ' on
gold in Washington last
week. The gold price fell
becanse-of an interpreia-
tion that the. role of gold
as -a monetary - asset had
been reduced, he said.
‘My view and it is
shared by almost every- -~
one I spoke to — is that
theré was a clear implica- -
tion . that gold’s moné-
" tary . role had been con-
firmed.” he said.




. FREE ENTERPRISE
A new voice Ok

“Capitalism will die simply geggause there
is no one left to defend it.” — Joseph
Schumpeter, the celebrated economist.
Not in SA, it won’t. Right now capital-
ism has defenders aplenty. A group of
businessmen this week announced they
intend forming a Free Market Founda-
tion (FMF) and Assocom is also working
on ways to brighten its tarnished face.
The stated aim of the Foundation is
“to ensure that business has a voice at its
own irial. The FMF will provide busi-
nessmen with the intellectual ammunition
they need to protect themselves from
-inwarranted public pressure for interven- .
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tion against busivess — and the con-
fidence to sell S 1o foreign investors,
buyers and the vorld at large as a
basticn azainst c-2eping socialism and
ultimarely totalitar an coptrol’,

Amongst tact 3 the M intends
using to convince the public that not all
business is bad business zro a consulting
and advice tervice on the functioning of
the free marke: and courses, lecturss and
seminars on such subjects as the rdle of
profits in a sound economy.

Sl b

Raymond Parsons . .. enough
already?

It would not be a bad thing if it kicked
off taking a line cn government’s price
and wage restraint proposals. If these are
really necessary, then the market mecha-
nism plainly does not work.

The FMF also plans to investigate
consumer complaints and "to hammer
home to business that it is in its own best
interests to maintain a constant control
over the guality of its products and prac-
tices”.

The five men behind the FMF claim
the support of several well-known busi-
nessmen and it’s hoped the organisation
will be formally set up before the end of
the year. Its backers are already discuss-
ing with Assocom possible areas of co-
operation and the FMF will possibly
have some representatives on the Asso-
com committee which has been working
on the same theme {or a vear.

According to investment consultant
Fred Macaskill, one of FMFE’s backers, a
separate identity will be maintained since
Assocom “has many vested interests and
doesn’t consider those of consumers”.

It's certainly high time business
explained to a sceptical public the causes

@c,lz’&( ‘)
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and functions of high profits and rising
prices. Whether SA needs the FMF is
less certain. Afier all, one of the hasic
functions of Assocom, FCY and orher
emplover bodies is to put the cnse of pri-
vate business to government and the pub-
lie (though admittedly that iso't alwazrs
the same as crpousing free mariet princi-
plesh. in fact, the case for eniighicned
capitali-m was put last AMonday
Acsocom [rxecutive Director Rovmond
Parsons when he spoke at length on the
social responsibility of business, These
hodics have th2 resources. or
and nfluence which the FhE will 2
many years 1o build vp. The foct that it
has been establishad therefore sugaests a
lack of initiative and insight on their
Rather remedy that than frogment their
efforts further.

neir part,
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THE Marina da Gama
Company, a subsidiary of
Angle American Proper-
ties Limited, yesterday de-
nied an accusation by Mr
John: Wiley, JMP  for
Simonstown,  that by
scrapping  parts of the
marina plan it was failing
to fulfil its obligations to
the publie.

In a statement to the

Cape Times, Mr D M Mac-
_Gillivray, managing direc-
¢ tor of the company, said
- he wished to correct
- “wrong impressions” that
* may have been created by
- Mr Wiley in his speech at
- Sandvlel on Saturday, as
- reporied in the Press.
“There were two maln
- aspects to his crifleism:
- the abandonment of the
- harbour scheme and sug-

.gestiong that this ~ompany |
* schemes for the harbour

s enjoyed speelal advan-

« tages from-the City Coun-

. ¢il and Provincial Admin- :'

_ Istration.
“Implementation of the
T propnsed harbour schems
+was always  dependent
upon financial aid from

fthe Government — a fact -

i that has been consistently

. ahandon,

; emphasized since the an.

nouncement of the project
in 1970 and on which par-
ticular emphasis wasg
placed at the official
launching of the first
stage of the project in Qc-
tober, 1974.

“Financiat asslstance
had not been forthcoming
from the Government
when earlier this year an
overall review of the
project was completed.

irresponsibility

That review demonstrated -

that the escalation which
had occurred since 1970 in

the capital costs of the -

harbour and the break.
water had destroyed their
economlic viability and the
company therefore with-
drew its application for
financtal  assistance In
April, 1975.

"All- possible alternative
township development

and polf course area were

[Lconsidered but did not zp-

pear viable. The decision
was therefore taken tfo
for the time

.being, plans for the devel-

opment of the company’s

-property east af Prince
-George Drive.”

. Mr MacGillivray said

¥

AFEXME S

9

the suggestion that the
company had enjoved ad-
vantages {rom the City
Council and the Province
was ‘“vague and mislead-
ing"”.
“In view of the size and
Scope of the project as
then proposed, certain
concessions were in fact
granted by the City Coun-
cil but these were con-
ditional on the con-
struction of both the har
bour and the breakieater,
and will now fall away™

The company Is
negotiating a  revised
financial agreement with
the Council and it is an-
ticipated this will result
in the normal cost-sharing
arrangement applicable to
any township devel
opments in the Cape
Province.

“This company has met
all {ts commitments to the

=

Eurchasers of plots and
ouses in FEastlake, and it
will naturally fulfil all its
stated commitments to
purchasers in the second
phase of the Sandvlei de..
velopment where township

R T
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xervices and waterways -,

- will be completed during !
1076, B :
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PANIC SELLING wiped R1 330-
share values this week in one o
the Johannesburg Stock

of 1969.

And the total loss
over the last 10 trad-

SEPTEMBER 21, 1975

(O
by A

—

Sagarn i

ing days now stands

at RZ 600-miltion.

The plunge comes at a
bad time for the South Af-
rican economy, which has
suffered a number of other
blows and was just ap-

“proaching the crunch point
in its year-long downswing.

It aimost certainty means
the long-awaited recovery is
going to be delayed.

_ And for the ordinary man
it means austerity times
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million off South African ‘:
f the biggest plunges on |
Exchange since the dark days"

_W
By DON ROBERTSON
Financial Editor

ahead as the economy re-
mains depressed, prices con-
tinue to rise — and the
Government is forced to
curb wage increases to stop
inflation getting out of
hand. 7

These are the things
_which made it such a black

week for the economy. . . .

‘@.The price of gold drop-

ped another 13 dollars an
ounce — making it a fall
gg 26.40 dollars s.nce August

.@ It was this drep in the

gold price which triggered
the R2 600-millien slump on
the JSE.

@ The interest rate on
home loans went up — and.

. 1y .7 ey 3 |
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The Argus Correspondent 5 /(1‘ /-7 (¢

JOHANNESBURG. — Today’s 17,9 percent devaluation
of the rand is the latest in a huge series of blows against

the value of money. There are more to come.

Businessmen were -unanimous today in predicting heavy

increases in the cost of living.

“Rand is worth 55,28p

ONE RAND is worth 55,28 British new pence compared
with 67,32 hefore the weekend's 17,9 percont devaluation
of the rand against the Amerlean dolar.

The value of the ramd has dropped to 1,15 dollars
compared to 1.4 dellars previously,

Big stores
pledge: No
- profiteering

The Argus Correspondent

JOHANNESBURG., — Major retailers today
promised not to use devaluation as an
excuse to increase prices of imported goods
already in stock. One warned, however, that
some refailers would ‘jump on the band-
wagon’ and increase prices immediately.

Mr Cyril Atkinson,
managing direclor of QK

)
e Promise on

gonds in stoek would be

‘profitecring” at the ex- .
pense of the public. h lr! ‘
) e 172 Y 51127 D
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. ® Meat. The Cape Wool-

Among products
whose prices are ex-
pected to rise most as
a resuit of the devalu-
ation and the expected
increase in the il
price are: .

@ Tertilisers, most  of |
which are oil-based. ;
€® Al agricultural pro-
ducis—largely as a resuit

of increased fertiliser and
transport costs.

growers' Association was
asking for an increase in
the floor price of lamb
and the agricultural
union's meat committee
wanted increased floor
prices for beef, mutton
and pork. even before the .
devaluation.

Higher

Increased prices of grain
feeds, fuel and transport
arising from the devalua-
tion will force them o ask

even hipgher prices.
€@ Steel, with ifs chain. |
reaction effect on 2 wide

variety of manufactured

products. '
© Plasties and chemicals,

many of which are e¢il-.
based.

#® Processed foods, as a-
result of higher fresh food,

packaging and tramsport

costs,

@ Transport—a resuit of

increased fuel prices.

Mr Martin van Achter-
berg, managing director of
one of South Africa's
leading townmship develap. -




ML JAN HAAK
PRESINENT OF THE
AFRIKAANSE HANDEL-

SINSTITUUT
said  the devaluation of
the rand would of neces-
sity  have an inflationary
eifect particularly because
of higher prices for oil
and raw materials and
other equipment.

These, he said, would m-
evitably become more ex-
pensive.

Mr Haak, a former
Mimister of Economic Af-
fairs, said the current
high infiation rate could
lead to a gquick ergsion of
the devaluation benefits-

This made it even more
imperative that all see
tions should support the
Government’s anti-in-
{lation programme, details
of which would be an-
nounced soon.

“If we are successful in
the inllation fight the be-
nelits of devaluation can

be exploited and the
foundations laid  for
further  growth when
econnmic recovery staris
amongz  South  Africa’s
overseas trading parl-
ners.”

The sharp drop in the
price of gold with the in-
crease in the value of the
US doliar made the rand
devaluation unavoidahle,

Mr Haak claimed that
swif{t reaction of the Gov-
ernment had ruled out

anv speculation against
the country’s economy.

The devaluation could
assist  in  adjusting  the
balance of payments with-
out serious sacrifices In
growth.

This would lead to a
more balanced economic
growth and make possibie
a better and more stable
husiness planning climate.

The devaluation, Mr
Hask said, should encout-
age local industrial devel-
opment and make Sonth
African products more
competitive with imported
gongs.

The rand income from
gold mining and export of
metals and minerals
would be mueh higher
while other exports would
also be stimulated.

‘The devaluation would
also stimulate the inflow
of overseas capital, parti-
eularly as  speculation
against the rand would be
eliminated.

A UNITED PARTY
SPOKESMAN
said that the devaluation
by 2 massive 17.9 percent
was a grim Indication of
the way. in which South
Africa’s halance of pay-
ments and internal fiseal
policies had been allowed
to get out of hand.
“Rapidly rising external
payments on oil and
defence have {o some ex-

unavoidable.

been
They have, howcver, beenr

fent

accompanied by eXx-
travagant overspending by
the Government and by
gross negligence in ¢oN-
trolling the priorities of
state corporations.

“These permissive fiscal
policies were based on the
facile assumption that the
widening gap in our
balance of payments could
for ever continuze te be
bridged by an ever In-
creasing gold price. Now
Russian grain purchases
and the progressive
demonetization of gold,
bsth of which were pre-
dictable, have temporarily
weakened the gold mark-
ets. The Government has
improvidently left itself
no option but to resert to
the desperate remedy of
devaluation .

“It is a desperate re-
medy because, as with cer-
tain drugs, the side effects
can bhe more severe than
the disease it seeks to
In terms of the

cure.

weakened rand, defence
and oil ensts will rise
much higher. Inflation,

which already threatens
the very foundations of
oup ecanomy,
even Wworse.
wpavation wiit he In-

ereazed to unprecented
levels. Qur  sustained
gtowth on which the so-

will grow

cial and political peace of

South Africa ultimately
cdepends will he seriously
wndermincd, Certain  sec-
tors of the economy will
receive short-term benefit
from devaluation.

“Significant ix the fact
that whereas some three
years ago when the price
of gold was around 42 dol-
lars South Africans en-
joved a fair measure of
prosperity. With gold pre-

sently selling at three
times this amount the
Government has  been

unable to contain costs of
living. and Snuth Africans
are all significantly worse
off. In the long run we
will all lose because of the
present devaluation. Sun-
day the 21st of Septembet
is a black day in the
economie history of our
country.

“In the ahsence of Mr
David Baxter, MP Con-
stantia, who is overseas
and who is the United
Party's chief spokesman
on financial affairs. this
jnint statement is issued
by Mr H A van Inngst-
raten, MP Cape Town,
Gardens, UP spokesman
on econnmic affairs and
bv Mr Derek de Villiers,
MP, seeretary of the UP
caucus secretariat, with
the approval of Sir De Vil-
liers Graaff.” |

MR GORDON OXFORD
Chief general manager of
the Standard Bank of

South Africa,

said the rand devaluation
and increase in  liquid
asset requirements meant
there was lkely to bhe
further upward pressure
on interest rates and that
the availability of credit
would be reduced,

1t would mean adjusting
the whole econamy and
living standards and the
cost of imaported products
such as moflor cars were
bound to rise.

Mr Oxford zaid that be-
cause gold played such a
central role in the
economy, the Minister of
Finance, Senator Hor-
wood, had been forced to
protect the profitability of
the gold mines and in-
direclly to prevent any
further pressure on the
gold price.

If people speculated
against the rand as impor-
ters paid off oversea com:
mitments, shortterm
monev left the country
and the gold ang foreicn
reserves came undet
pressure and the Heserve

Bank was forced to seil

more goid.

With the gold price
under pressure, this was
not an attractive prospect.

MR DANIEL FRANZSEN,
Deputy  governor of the
‘Reserve Bank,
said the Reserve Bank
hoped te announce, as
sonn as passible this week,
the new liquid asset ratio
requirements for banking

instifutions.
Liquidasset
quirements far

re-
COm-

t merctal bhanks are: Short

assets 49 percent, 28 per-
cent medium term, 5 per-
cent long term and 10 per-
cent under acceptances.

Devaluation wrong —

Schwarx: Page 4.

‘! " et
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Unions

‘warn
Govt on

priges

Cape Times Correspondent

PR

PRETORIA. ~— ‘Trado union

leaders in the public and
private scctors yesterday
warned the Government
that If devaluation led to

a spurt In the price spiral,
a barrage of realistic wage )

and salary demands was
certfain.

?The Government, they said, ~

would have to palice the
private seclor to ensure
that the sacrifice workers
were called on to make
was being shareg egqually
by manufacturers,
wholesalers and retailers.

'The secretary of the 200 000-

strong SA Confederation
of Lahour, Mr Wally Groh-
fer, sai devaluation
would materially increase
the inflation load, ang the
Government  should  he
warned that the wage and
salary earner was not pre.
pared toecarry ihis load
on his own.

ABSOLVED

The seccrefary of the Posts

angd Telegraphs Associas
tionr, ¥y 1. J van der
Linde, said that unless the
Government couid clearly
demonstrate it had a full
control over priecs and
profits in the private sce-
tor, staff associations were
likely 1o feel ahselved
from their commitment to
‘moderate wage claims.

he president of the Rail-
ways Artisan Staff As-
sociation, Mr Jimmy Zur-
icth, agreed with My Van
der Linde.

fhe president of the Public
Servants’ Association, Mr S
D de K Venter, said his
assotiation would sharpen
the watch on prices.

'And if prices continue fo
rise foHowing devaluation,
we would then have to
consider what action to
take.”

‘Misleading? -,

s
i

3 ERL
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Cape Times Correspondent

PRETORIA. — The
Minister of Finance,
Senator Owen Horwood,
said yesterday that bhe
considered much of the
comment “which is doing
the rounds” on the likely
inflationary  effects of
devaluation was ex~
ageerated and misleading.

In a statement in Pre-
toria he said the prices of
a npumber of imported
gonds had eased off lately.
because aof the depressed
conditions in  countries
from which the gonds
were obtained, and, this
counteracted whatever
rise might take place in
the cost of imports,

The industries which
would benefit most from
the devaluation — the
mines and export in-
dusiries — would be exe
pected to proceed with re-
sponsibility in regard to
their wage and salary pol-

cy.

“In other words, to prac-
fise wape restraint in
terms of the Prime
Minister's injunction to
the country.”

ag the price fell.

South African manufe-
turers who imported part
of their mat--~ls would ;
justifiabiy  raise  their
prices near the full extent
of the devaluation.

“Finaily, I must correct .
a comment which I regard -
as misleading — that the
devaluation will lead to a .
fall in living standards.” ‘

By safeguarding the
balance of payments, by
curbing the otherwise ex-
cessive loss of capital -
which would have left the
country, by giving a boost -
to the mines and export .
industries, and bv en-
couraging the inflow of
capital, the devaluation of
the rand would have pre-
cisely the opposite effect.

© Senator Horwood said

it an SABC television in-
terview last night that he
was convinced the price
of golg would recover
ance the present specula-
tion had ceased, once the :
Russians had stopped seli- :
ing gold to buy grain, and ;
gnce  the industrial de- .
mand for gold recovered .

[

R ay

,



Cape Times anespoﬁdents

'-]éH‘NN’N’ESBURG. — The South African motor industry — reel-
rand devaluation — is initiating an
some starting imme-

ing under the impact of the

unprecedented wave of price increases,

diately.

Thisg’is just one of the
many branches of the
économy which have been
affected by the devalua:
tion. Consumers are in fcr
m significant increase in
the.cost of living, with Te-

igilers prediciing steep
.price mises of domesiic
. ¢commodities,

- All Datsun car prices
~will “be hiked beiween
R140 and R240 today and
. hefore the week is out
.- Mazda cars and trucks will
- gpst anything from RIG0
- {0 B350 more.

Mr Peter Whitiield,
marketing direct.r of Dat-
sun-Nissan South Afrieca,
said Datsuns had becn in-
creased hetween five and
seven percent im-

“mediately.

“(ar prices will increase

an average of 10 to 12 per- .
-cent in the next three to

six months,” he said.

Mr  Colin Adcoek,
managing  direclor  of
‘Poyota, sald: “The long-
term effect could ‘be some-
thing like 30 percent on
the priee of . ¢. by the

end of next year.” -

Mr Fred Butler, sales
director ofIllings Mazda,
saig the company would

“formulate iis new prices
- today. “The increases W

become  effective  this
week and ' . betwe. 1
five and 74 percent.”
Petral prices « be in-
creased by fhreecents &

litre, unless new increases
by the oil-producing

couniries are absorbed by

the Government.
Consumers® commodities

which will be most af-

] fected arve:

@ Coffee, tea and food-

with 2 base of imporied

raw material
@ Soa.. and-deter - 13

_swith 2 raw material base.

- @ Household goods such
as’ plasticware, glassware,

' crockery, hardware and

jools.
@ Imporied liquor lines.
@ Luaxury import goods
such as cigaretfes and per=
fumes.
@ Photographic
ment. - e
P Television sets manu-
factured from i
components.
@ Machinery and
business machines  possl-

equip-

. bly by 22 percent. ‘
@ Fertilizers—mogt  of

which are oil-b---d.

| @ Farm  produce—due
to rising transporiation
and fertilizer cosis.

. @ Meat. | -
| @ zssed foods.
. |Other price rises which

orascad Hel costs:

imported !

will - add to . the in-
_flationary spiral.are: .. .
ansport. due, foin<-

@ Housing.
@ Motor cars manufacs

. fared overseas.

@ Sea apd air trawi”
from _South ~ Africa .to .
other countries.

@ Steel.

@ Chemicals,

@ Drugs. : -~

_ Inferaatic=al air fare
from South Afriea are ex-
pected to be drastically in-
creased this v.eek, said a
spoke-—am frr ~vh Afri-
can Ajrways yesterday. As
itern *innal air fares are
caleulated in US doilars,
priess could go up by 18
percent.
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The Argus Bureau

WASHINGTON. — South Africa’s massive rand devaluation’
was seen by monetary officials at the Treasury and st the Inter-;
national Monetary Fund as another eminous sign that the

economic pressure on middle-level countries is becom

The annual report of the
International Monetary
Fund warned that the
‘more developed primary
producing countries’ -~ the
category which includes
South Africa — faced a
combined deficit on
balance of payments thix
year of 12 000-million
dollars,

. The other primary pro-

ducers in the same cate-
gory are Australia, New
Zealand, Finland, Greece,
Icetand, Ireland, Malta,
Portugal, Spain, Turkey
and Yugaslavia.

Muost are in dire trouble
because the industrial
powers are, in effect, pass- .
- ing on their oil deficits, ;

BEARING UP }

Monetary officials
showed little inclination to:
- criticise the rand devalus.’
tion even though, untit a
month aer so agse, South,
Africa seemed to be bear-,
ing up rather hetter than’
© most  primary producing?
countries. I
For one thing, the pru-%
sure of ¢il deficits and the
related recession in the
major industrial countries !
* has caused more than 100
legal devaluations, mainly
- among the smaller coun-
tries,~in the past year.
Moreover, officials here
- pointed to a number of
specifics in  the South
African situation. Amoang
them were the weakening
in the prices of commodity
exports, fhe strengthening
- of the dollar against ali
currencies, and the weak.
ening of sterling.

LAST STRAW

While these pressures
could bhe absorbed by
South Africa, the drop in
. the goid price caused by
. the uncertaintiex in ths |
wake of the decision to
gell part of the IMF gold
stock was the last straw.

While officials displayed
- an attitude of understand-
* ing, some unofficial sources

C etemmbiacm =t b . =
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TBE-RESERVE Bank’s.
gold~and‘ other foreign re.

£ s weel - énded,

mimds by~
1@1&;99
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ditranche with s
rnatwnal Monetar%
This tranche,fwhw
\ﬁas probably iaken in cur-.
rafetes and SDRs, wasy
sworih arotind R92-miikion.
i 1.¥he balance -of the -re- |
“maiping increase reflects >
Jhe re;nliéxl:tmgf of the.:
’s Jholdings of foveign
Se-anid SDRs fo’}]bg’
I.b evalgation. %

tion '
I evek of’ a:ound 1,asof gold
ér resiintfs onl¥: gbont 8,3 .
Sperpent of vurrenf quinit: .
This’ amazéd lpnd"ombni- z
-G dealers who >~ based on ~
tbém -agtynl m?frkef"“expe-
;“ G2 = expected, re- |
itions e :he much higher. -
%emﬁ%ealeﬁ; g;oyggft
»Sﬂ;'ﬂ;b ca m Ve ef-
E”fecteﬂ wa direet sale w,so

ﬁglt“ ,m\
%ﬁmquazter and g'deficit of

2 Fhirise reﬂectstiiédraw- ‘the second’ quarter from
?hdoww of South Afriea’s 'R 518million in the fn'st

ve;seasmcnetary age;zp?. 5
yRElter- that- South gmounted to R2 58 million

Riaa-mﬂﬁon in the second
- quarter of fast year, the
Reserve Bank said.

. The: Bank said-in its-
_quarterly dulletin that at an-
7 nual rate the deficit in-
s cressed to R1.20t-millon in

quarter.. .

‘ This occurred i Splte of a
:.slight “decline in merchan- -
dise: imports “and resulted
*from a sharp rise in service
“'payments to foreigners,
couplesdc with small

* decreases in the npet geld”
¢ outpat and merchandlse ex-
pm'ts

. Net gold output was R615.

quumn in'the quarter ended
cnmpared with B633-
¥ in the first quarter
‘and Re48-milljon in the
mﬁ quarter of last year. . -
= The. Bank said annualised
net goid- putpul fell to’
'436-million in the secand :
quarter due to a sharp drop
in the. gold price. This was
iy partmlly offset by an
ineréase . in the volume of
gold production. :
The ‘Bank sald service
paynients to foreigners.

‘Net shart-term pnvate
capxta! inflow declined to
“R28-millien in second |
quarter from R223-million i in*:
theﬁrstquarter .

i Overall there was a net -
flow. of eapital of R472.

million in the giarter com:
pafed with an ‘inflow of"
R355-million in the First
quarter. and. an outflow of
R3¥million in the secand‘
guarter of last year. -

-There was a marked m—
crease in the net inflow to"
the central Government dus
faainly to a sharp rise in of..
firial overseas.loans to
strengthen the balanee af—
payments. !
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bu siness talks¥~

MINING EDITOR
THE THEME of the
NDMF’s business ountlook
conference, which began
yesterday, conld only be
deseribed as bearish.

Dr J. Cloeie, Barelays
National Bank economic
consultant, saw little if any
real growth ‘in South
Africa’s economy next year,
despite the devaluation.

The only hope would be
another exceptional
agricultural season.

Devaluation was more’

likely to increase the cur-
rent account deficit. He
could see only a moderate
balance of payments sur-
plus. 3

about _the inflow of long-

term funds on capital ac--

count, noting that overseas
investors were unlikely to be
inspired: by South Africa’s
recent economice
performance.

Dr Cloete was also bearish:

Rand Bank managing
director Mr H. A. Seiter
could only see an econormic
upturn coming during the
third quarter of 1976. ’

_He also expected gov-
.ernment infrastructure
spending to remain high and
be saw the ‘bulk of this ex-
penditure, which is often
criticised" as inflationary,
‘“as productive and
economically essential.””

The manufacturing in-
dustry will be hit by inade-
quate Hquidity and shortage
of favourable long-term
capital over the next 1210 15
months, he said.

This leads him to expect

“a number of takeovers,
mergers and insolvencies™
next year. The same also
applies to the commerciat
sector.

Anglo American
Corporation technicail
director Mr M. C. O'Dowd
saw the whole of 1976 as a
“‘recession year” and could
sée “no joy for the capital
goods sector.,” T

Capital 'investment — ex-
eepting gold mining — “has
some way still to go
downwards.”™

He.could not see ecosts on
‘the mines falling next year.

On an equally bearish
note he could not see any
“further big increases’ in
the gold price “for some
tome to come.”” . .But Mr
O’Dowd. also considered

further subtantial falls um- .

likely or short Lived.” . .
.He thought the Gov-
ernment was. likely both to
raise taxes-and cut back on
capital expenditure. The
public corporations would
probably-also eut back.
He only hoped the Gov-
ernment didn’t go:in for an

overkill ofi expenditure.
f ¢utbacks. This would:
worsen the recession, he

-said. . - .
o DraPLi-Js Rieckert,
economiec .adviser to the

. Prime-Minister, tried fo in--
“ject a cheerful note. Fhere is-

. very little reason.to feel dis-
satisfied with the séonomy’s
achievements -in- the' recent
past, the-present situation,

or to feel overly ‘pessimistic '

‘about the future.. - ;

The real GDP for the first
half rose at a:higher annual
rate-than the .projected 6,4
‘per cent ~—due to high Gov-

ernment- expenditure-in- |
1974, the~lagged’eéfféct of

agricultural ‘expenditure
coming-from last'year’séx-
cellent season.: - 7"

Prospects ook reasonable

for another good!
agricultural season.and the
continued risein average re---
al wages .and:salaries,’

particuarly,for non-Whites.

. must deeline.

Reteo managing director
Mr J. &G. Ward saw no
significant upturn in the
property market before
1978. He called on the State
to make bond repaymenis
tax-deductable and raise the
lopan constraint — *‘un-
realistic since the Zulu re-
bellion,” to R23 000.

Forsyth and Ozanne
managing direcfor Mr L. M.
Ozanne saw 1976 as ‘‘an un-
predictable year™ for con-
sumer goods because no one
yet knows what effects the
Government’s. anti-inflation
measures will have on con-
sumer spending.

Anglo American
Corporation economic con-
sultant: Mr A. B. Dickman
saw inflation as the major
enemy.

He eould see the consumer
price index rising from iis
present level to an average
of around 14,5 per cent for
1975 and accelerating to a
17,5 per cent average in
1976.

-If jnflation is not to
escalate further from that

- peint, wage and salzry in-
. creases lower than the rise
in the CPI hdve to he ac-

cepted and the growth rate

Provided there is con-
tinved discipline over wage
and salary increases ino-
flation could be slowed to a

rate of around 12 per cent by
Neramher 1078
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- Devaluation’s toll

R
F&r the past two weeks, several SA com-
-~ pames have been reworking aflocations
of estimated cash flows and capital
repayment projections. They're the ones
- who for one reason for another, made thé
trek to Europe for loan capital. Several
raised medium term funds in Evrope late
lastbyear because there weren't the funds
_ available in this country or becanse in-
terest rates in Europe were appreciably
cheaper or because they were
encouraged, by government depértmems,

ook overseas. Among those who °
‘ined Ewvracurrency loans last year
iz GeneralaMining ($85m), Galio
1), Metal Bo%-(R3.2m in Swiss
:s), AE&CH (R20,8m in Swiss
38, sierling and Duich floring).
s a general fule that forward cover
ast changes in exchange rates wor-
g a borrower’s future position can- ]
automaticaily be arranged. The bor- |
't usually takes his chances. But the
-$ may approach Exchange Conirol
‘orward cover on behalf of chents.
=F can, however, be arranged on nor-
trading accounts and for imporis of
_capual items, where an overseas
1s not involved.
5hile most could take the 4,8% deva-
m of June in their stride, the 17,9%
-uation this September has thrown a
r two among the pigeons. Additional
ing costs are bad enough (28% up
e effective rate when lumping the
ievaluations and up by 22% on the
devaluation). Take AF&CE as an
ple. Insicad of having to budget for
o R?,iil‘l in interest charges on the
;3m 1t has drawn, it must now reckon
" RZ2,5m bill. Bur this R400D 000
15¢ must be put nto perspeclive
st the gross interest bifl of R7.5m

ABEETAN Hrorte v

P —

ChoEm At e s

g the vear ended December 1974, -

orge Thomas, financial director,
ients ihat while AE&CI doesn’t sell

abroad “people who won’t suffer
wch are those who have big export

“tunately for AE&CI it has not

~ @ any of the S60m loan money 2

itly arranged for the Coalplex
;t: the agreement was signed in
oa last Tuesday.

2 loan has to be drawn within six

i gt -

AT 5 - S ST ST T

nas . . . “big exporters won't
, suffer much”

T

R

“FOREIGN LOANS Gopitl .

menths and will yield 22% more rands
than onginally projected. These should
help offset rising cquipment costs, But
while it will have o pay more oul 1n -
tercst on the five-year loan {negotiated at
1,75% above London Inter-bank raic),
providing it boxes clever it could lessen
the interest burden by shrewdly taking a
three-, six- or 12 month view on difterenlt
currencies when it periodically becomes
entitled 10 exercise currency oplions.
Equally fortuitous 1s the [act that u
does not have to start repaying any of the
R20,8m loun moeney already seechad
until August next year — there 1y b
for the varions exchanee ratos lo chungle
quite considerably. However. due o this

money being In Buropean currendies, ool

not dedfars, present cafoulations show a
RIS mmitai repay ment mizht be
RTURITIRIAN
General Mining,
Furo currency $35m long-term loan fast
year to finance the overseas purchase of
Unicorp shares, Talls into a different cate-
gory of borrowers. It was given epccial
permicon by Ixchunze Control that |
sedemption may be made from pon-5A !
sources, of by the sole of SA ax :
abroud. . f
Libe AB&CE {8 example, Gen Min

which raiscd a

caniot prranee furward cover as a hadge
aeainst changes n exchange rates. As
yei, Lo provision has Been made -—1n

terois ol octablishing dellar balances

oL erenl <0 the habihity rices from

39

R61.7m to R78,3m. On the other, hand,
ctimination of the blocked rand _discount
means there is no need 10 provide for 2
contingent HLability on repayment’ via
of SA securiies. . .
Saii?etal Box is another company which |
rmzkes good use af overseas moncy I
cources. At end-March its total borrow- |
.5 amounied to R26.4m, of which |
T 5m were jong-term. Of the latter
aunt. Rism was i Eurocurrency
ouns; R4.6m were scheduied for repay-
raz2nt thiy Octeber.
M%h?ﬁi‘o devaluations would have cost |
Aeial Box RiJ3m in addiion 10 the |
R4sm scheduled. Fortunately, repay-
rmen: of this ©ciober’s cpmnmment was
made carly this June, priof 1O the deva-
luation which took place that month.
Thus. on ihe balance of the Swiss franc
loans {R35,7m} the vearly interesi charge
is currently beiow 0%. Lis R4,7m loan
{arranzed in Augus! 1974 and rep_ayable
in Auvsust 19791, being in dollars, is cost-
‘no it 1LY postdevaluations. compared
with U, pre-devaluations.
A spokesman lor Afztal Box put the

t nmrerest bill inlo perspeclive. H.t?

hiked
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PORT ELIZABETH. — The fight against rising prices was the main theme of the three-
day convention and executive councii meeting of the Federated Chamber of Industries

this week.

In spite of some sirong
language about the recent
rand devaluation, deleg-
afes wWwere unanimous in
the crucial opening session
that damping down infla-
tion must be their num-
ber one priority.

The view of the FCI
executive is that the infla-
tionary impact will am-
ount to about another
four percent on top of the
existing rtate, but if is
adamant that gloomy pre-
dictions of runaway infla-
tion rising to 30 percent
next vear are far wide of
the mark.

APPROVAL

FCI economist, Mr Ar-
thur Hammond-Tooke
drew approval from the
Secretary for Finance, Mr
Gerald Browne, for his
sober assessment of the
economic position as the
convention opened.

Afr Hammond-Tooke told
delegates that the months
{0 come wonld be a lean
time for industry but the
effects would not be uni-
formly felt.

With slow industrial
growth this vear, capacity
utilisation and invesiment
leve! low, and unem-
plovment rising, the pic-
ture wassgloomy, he con-
ceded.

RUNAWAY

‘But just how serious is :
‘T cannot

if?* he asked.
give predence to forecasts
of runaway inflation. The

real leng term growth

potential of this economy
has been assessed at 65
ercent a year which is
igh by intcrnational stan-

dards. Changes under ad- ;

justments in the economy
and the social struciure

will have io be made if -

this is to be aftzined.

‘We wiil no longer be -

ahle to depend on our

abudance of natural re- -
sources to carry us

through,
‘All is not well with the

structural position of our :
econiomy. There 1s an un- .

heaithv reliance on im-
ports. We have been bom~
rowing internationaily to
satisfy our demand for
capifal.

‘But over recent months |
there has been a Iull com-

sensus among businessmen
that there mnet be a col-

‘A workable programme
against inflation has been
put forward. With this
package 1 don’'f think
there are anv major tech-
nical problems facing our
economy that we cannot
overcome.’

The convention heard
from Mr Tjaart van der
Walt, Deputy Secrefary
for Commerce, that the
Government anti-inflation
plan would be announced
on October 7.

EXCESSIVE

KMr Browne said the re-
aciion fo devaluation had
been excessive and  he
agreed with the T'CI calcu-
lation of a 4 percent
effect on inflation which
he pointed oul would be a
‘one-time’ effect.

He said a sustained up-
turn in the economy
would depend on condi-
tions overseas. With the
first sign becoming
evident that the United
States economy has fur-
ned the cormer. he felt
the imprevement here
woitld nnt be too far
away.

Dr B. A van Staden,
head of the economic sec-
tion of the Rererve Bank,
pointed ont that the im-

EUAELS

MR R. D,

SRIITH . . .
fudustry in for a diffi-
cult period.

pact of devaluation would
be imposed on a falling
trend in prices.

Mr R. D. Smith, pre-
sident of the Cape Cham-
ber of Indusiries, said in-
dustry was in for a diffi-
culf six to 12 months.

‘But devaluation will
ease some nf the bhiock-
ages facing exporters,’ he
said,

‘In the canning industry
for example a 49 percent

increase in the cost of
tin-plate has caused seri-
ous problems, but devalua-
tion will make our pro-
duefs very much easier to
sell.’

Ar Ernst Hausmann of
the Transvaal! Chamber of
Industries said he found
‘incredible’ the statement
by the Alinister of Fi-
nance, Serator Q. P. F.
Herwood, that the country
was on the verge of an-
other unprecedented up-
surge,

RECESSION

He felt the anti-

infiationary measures
would cause a Tecession
before there was an up- |
iurn and the  effect of
devaluation on the man-
inthestreet would be
Vverv severe. :

Mr Hugh Archibald of
the Natal Chamber of In-
dustries said Industry §
would not be able to ab- -
snth 390 percent of its cost
rises as jt had undertaken

" {o do,

Though the FCI had
calculated a four percent
inflation, this was for the
cronnmy as a whole. Io-
dustry  inflation as a re-
siilt of devaluation would

- be much higher, he said.
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Reporfmg .
- increase™ i
for its facilities. doring
the year ended June 30
1875, the board ‘of the

Industrial  -Development
Corporatior pointed out
in its annuel:report today
" that in fatore-greater use
would havé o he made of
wmgs to supplement

percent proposed in the
- Ecopomic ' - Development
‘Programme, real fized in-

vestiment in. the manufae- '

" {uring -sector will have to
- Increase by 10,5 percent a
¥ear.

Since the begnmmg of -
the year, the reporf _notes,

Vi has become eagier. fo

in the demand -

rate of seven

“have lest their strong up-
; g ... ward irend and the pro-
.-+ portion of these profifs

‘ ' percent to 28,9 percent.
Turning to the prow
finance: fo -

{5‘/ 0/73
-—'{;i@I'.W

" gromng numher of anppli-
“marked sums of momey. This was
‘sui down te cost increases

canfs - looking for larger

and - the faet §hat the
industrial sector was beco-
ming more capifal inten-
sive.

If this trend econtinues,
says the report, the IDC
wilt have {6 horrow more
— locally and overseas.
Recently, loans amounting
to R6Im had fo be raised
gverseas, but no diffieulty
was enconntered.

The report notes that,

while highly-skilled labour’
was in short supply, the

general labour sifuation in
the manunfacturing indus-

try was dasier.

Profits in the industry

used for internal {inan-
eimg has shown a signifi-
cant increase — while the

.--proporion Jistributed  fo.
- shareholders has declined.
S fact, over the past 14

; has

“the local seetie, the

"““eorporation felt there had
-been a “most gratifving”

more

nerease in actrnty in the
decentralised areas.

- IBC chairman, Mr F J
Kiishoff, expanding on
points raised in the annu-
al report, said that only
one ninth of the Corpora-
tion’s asset were in gai-
fies, and iis interesf was
directed towards compa-

rdes which the Govern- -

tment would not like to
see pass into privaie, per-
haps foreigm, hands. He
guoted Safmarine as a
prime example.

PETROL LEVY

Referring to the mas-
sive investment of over
Ri000m in Sasol T& Mr
Kitshoff said that funds
raised threugh the peirol
levy would be channelled

. through the IDC, but

every effort wonld be
made fo see that this
should not upset ihe
structure of fhe IDC ba-
.lance sheet.

In this objective, he
said, IDC and Sasel where
working in harmony.

In fhe Corporation’s ex-
ert :Emancmg eivii
g:meermg pra;ects had
nsiderable prominence.

Kztshoff said he

ag:oﬁs. Burhose will begin
markgbng the TEJ socks
anuary.




pete for funds.

CAPITAL MARKET (%,

Surprise, surprisel -

Market sources indicate that the R20m
Escom loan was fully subscribed. This
good response is surprising as the rates
were generally considered to be fine.

To some the success of the govern-
meént issue was also surprising. Alto-
gether ‘R456m was raised, of which
R78m is basically a conversion of two

loans which matured at the beginning of

October. Mareover, R80m was taken up
by the PDC (Public Debt Commis-
sioners). This means zbout R300m in
long- and short-term funds was raised in
the private secior,

Of- the three loans, R246m was
invested in the 25-vear issue, R50m in
the 10-year issue and R160m in the 3-
year issue., What these results do indi-
cate, is firstly that investors are still iook-
ing long, and secondly, that if Pretoria is
to finance its expenditure in a non-infla-
tionary manner further - high-yielding
issues should be made next year.

But the immediate question is whether

long-term rates have peaked. The Escom
issne certainly supgests this.

Secondly, a number, of local authori-
ties have recently cut back on reqguire-
ments, thereby reducing demand. Some
bankers also expect a spillover from the
very liquid money market to the capital
market. Finally, Treasury can influence
rates downwards if it wants to.

_ However, a number of contrary fac-
tors exist. Demand is still great as the

public sector is already. committed to
large projects. Ai the FAS Invesument
Conference, Senbank chairman Profes-
sor Fred du Plessis, estimated the total
demand for funds in 1975 to be a record
R1 200m. And the supply seems limited.

The success of the government issue

indicates that certain investors have
bought forward and buiit Uy nexi vear's
portfolios wiih current issues. Borrowers
encouraged this development by offering

longer draw-down periods than pre.

viously, So the demand-supply reia-
tionship will remain tight.
Pu Plessis also mentioned the upward

- pressure on jong-term interest raies from

inflation, which will probably be higher in
1976 than in 1975 due ic the recent deva-
luation. :

Thirdly, many investors are still on the
sidelines waiting for further develop-
ments. This very “wait-and-see” anitude
will force rates higher as borrowers com-

I7he/78 . L
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Thus the picture in the capital market
is far from clear.

In view of the prevalent uncertainty
and doubls about future official policy,
invesiors are best advised to follow Du
Plessiss suggestion to hold back and-
“not change course because of tempo-
rary changes in the liquidity situation or

© because of a change in cyclical policy by

the government™. :

H raies are to ease in the short-term, it
won't be by much. And if they harden,
the waiting will be worth the effort.
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MUNICIPAL FINANCE

Cut-back an de
F M I7/0/z8
Sharply rising costs, histon
terest rates, and the recently announced
ante-mllation  programime “arc  causing
muncipalities numerous headaches.
They are being lorced 1o review expendi-
fure programmes in_gencral and capital

ture. Germiston, for instance, has

 decided to postpene indefinitely the

construction of 1s proposed new Ridm

civig: centre. -Alberton. intends deferring
. the construction” of . non-income’ earmng

projects in particular.

‘A number of municipalities scheduled
to come to the market have already with-
drawn, or intend withdrawing: Germi-
ston {R8m): Pinctown (R4m); Wihank
(R3m):; Uiténhage (R3,5m); Welkom
(RZm). Pietersburg (R1,5m). among
others. Alternatively, loan requirements
have heen scaled down: East London stalts. AT T P '
reduced its issue from Rém to Rdm; | Serious _consideration is aiso being
Kempton Park {(R8m-R7m); A!berton, given {0 revenue accaunts, thougls pres

facilities, such .as’parks and sporis- = G
 grounds, until next year. Cape Town has -~~~
lopped *R20m off the first draft of "its
*1976 capital budget, by, delaying road- |

widening and other schemes. And Kemp- o

ton Park hopes to save R1m by postpon-

ing vthe building-of “certain maig-toad - .

arteri¢s, a branch library and municipal - -

-

{(R3m-R1m); Worcester (R3m-R2m).

And further cuts are planned — Johan-
nesburg has indicated that its forthcom-
ing loan may be reduced.

These moves reflect a determined

—.oftempt to parc non-essential expendi-

3

£

. is also being sought. -

.sure’ {rom ratepayers -— following

substantial rate increzses gver the past’

few vears — has already ensured Hght 7

budgeting. - . & - _
Iohannesburg’s Management Comimit-
tee has requested all department heads to
attempt at least a 10% saving on revenuc
expenditure. A 10% reduction in staff
numbers — through @atural wastage —

ey ¥

7 Inm Alberton budget estimates are being .,

maintained despite the '18% imcrease.in
- many, costs as a xesult of devalgation.
- Kempton Park is clamping down on out-’

standing rates to improve its cash flow.

-k is thus clear: that ‘the :coming ‘year ;
‘will see tight finance!in "all areas ‘of "~
municipal affairs -~ and that ratepayers

cannot expect much refief.:

FUC




Economj

By . JOHN IMRIE

A MODEL of ‘the Seuth Afncan
eConomy - virtually an
~economic brain™ — is- being
constructed which- will help
: predlct in advance with a far
“greater- degree of accuracy the

results of economic policy decz- ,
«,regarded as “dangercus” im

smns :
~Dr' Simon: Brand, Deputy

E(_:of:omic Adviser to the Primeé -
Minister, said yesterday that’

the short-term economic model
constructed with the help of the
Reserve Bank’s compufer was
still something of a “toy™.

{D 7 “Weare at present trying out

imagirary economiec  policy
decisions on it, but in future it
- should enable us te first test the
elfects of important steps like
devaluation or tax changes
before impleinenting them,™ he
said.

The model is known to be

some, Government cireles, of-

- ficials fearing that it might take

over , their decision—making
function.

*'This is nonsense. The model
is simply a means of gelling

better information on which to

base deeisions.”” Dr Brand said.
Similar models are in use in
countries like Holland and are
emploved by some universities
ir the United States.
The model consists of a mass

“of information programmed to

show the cffects of any changes
to the economy.

Al present. economists know
more or less what will happen if
certain things are done, like
tightening up or easing the
money supply. but the model
should be able 1o provide a far
more detailed picture of what
wifl happen.

™
'
™

PRI

mic model will help forecasts

The project is being super-
vised by Dr Brand and Dr
Braam van Staden. head of the

Reserve Bank's ecopumics
department.

Leading economists in the
private seclor vesterday

welcomed the move.

Afr Merton Dagut. of Nedsa.
said he had been aware of the
project for some time and it
was an “essential tool for
anvone who wants to work out
what the results of a parucular
policy measure will be™.

See Man who talks money te
the PM — Page 21,

i
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SHELL SUPPLEMENT

How the massive

Neatal) tacen,  3fuf 787

is built up

pyramid

WITH the giant Shell
group poised fo. enter ifs
76th vear in Southern
Africa, and also poised to
embark on a capital expan-

. sion programme which will

- Africa

more than double its asset
base here, it is worth de-
tailing the separate compo-
nents which make up the
whole in this part of the

" world.

. At the top end of the
pyramid is Shell Southern
{Ptyv), which 1is
quartered in Cape Town.
Its duties are to supphy
finance and management
cervices:  personnel  and
planning and trade rela-
tions services to all Shell
companies in  Southern
Africa.

Chairman and chief ex-
ecutive of Shell Southern
Africa is Mr K. L. G. Ken
Geeling. 48, who assumed

1973. Previous to this post-
Ing he was managing direc-
tor of the lesser Shell
South Africa (Ptv), from
January 1970.

Born in Durban,
Michaelhouse School
the University of Natal. He
studied accountaney  in
Durban and 1s a chartered
acenuntant holding  hoth

Arrien : !
with 1t are oii companies
in South West Africa, Bot-
swana., Swaziland and Le-
sotho.

Mr H. G. “Hans” Pohl,
44, is the managing direc-
tor of these oil companies.
Born in Mannheim, West
Germany, Mr Pohl gained
a degree in mechanical
engineering, specialising in
thermodynamics, at the
Technical University of
Aachen, before joining the
Royal Dutch/Shell group
in Hamburg in 1957,

He came to South Africa
as manufacturing and sup-
ply director in 1871.

Chemicals: Operating
company in this sector is
Shelt Chemical South
Africa (Pty), which is also
active in South West
Africa, Botswana, Swazi-
Iand and Lesotho.

Heading this section is
Mr Stuart Squires. 49 who
assumed this appointment
in March 1973,

Born in Britain, Mr
Squires was educated at

fhet It

this appointment in June |

‘ Mr
Geeling was educated at [}
and [k

Shell House in Creenmarket Square, Cape Town, is the present head office of the Shell

Group in Southern Africa. The new Shell House is expected to be completed by the
end of naxf year.

Queen’s College, Cam-
bridge where he graduated
with a MA degree in natur-
al sciences.

He joined the Shell
group in 1955 as a market-
ing assistant in the plastics
division and later, after
training at the Plastics and
Rubber Institute in Delft,

Holland, established the
thermoplastics technical
services team at the

group’s Carrington Plastics
Laboratery.

In 1970 he was appoint-
ed deputy manager of the
base chemical division and
also manager of the lower
olefin division, being con-
cerned with basic chemical
feedstock planning.

Coal: Shell Coal South
Africa (Pty) is responsible
for this seetor, which also
has activities in South

West Africa, Botswana,
Swaziland and Lesotho.
Shell Coal is zlso respon-
sible for the group’s inter-
est in nuclear power in
Southern Africa.

Managing director of
this subsidiary is Dr A, C.
Toohey, 41, who took up
this post in May 1974,

Dr Toohey was horp at
Parow in the Cape and
educated in Durban. He
graduated with a MSc in
chemical engipneering at
the University of Natal
and continued his studies
at London University
where he. received a PhD.
He joined the Shell group
in 1960.

Metals: Billiton Exploration
South Africa (Pty), which
has substantial interests in
aluminium, zine, tin and
other non-ferrous metals
throughout the world. In

South Africa this subsidi-
ary is actively prospecting
for base metals, including
zinc, copper, hnickel and
1éad. .

Managing director of Bil-
liton is Dr R. W. Williams,
45, who was appeinted to
this position in 3May this
year.

After obtaining a BSc
honours degree and PhD
zt London University, Dr
Williams joined the Shell
group in 1957.

He was involved with oil
exploration and producticn
for eight years in Holland
and Nigeria before return-
ing to the group’s Londen
office to join the then
newly formed metals sec-
tion.

In addition to the above
companies the Shell grour
has other interests ir
Southern Africa in whict

it is involved on a part-
nership basis, These In-
clude:

A 50 per cent stake in
Sapref, the Durban refi-
nery which is operated
under a service agreement
with Sheil Internationale
Petroleum  Maatschappij,
of The Hague; It has a 50
per cent interest in Afri-
can Bitumen Emulsions
(Pty); a 25 per cent inter-
est in South African Lubri-
cants Manufacturing Com-
pany {(Pty), which manu-
factures base oil for ubri-
cants: a 17,5 per cent inter-
est in Trek Beleggings:
and a 36 per cent interest

in Prices (South Africa).
ee—




AMERICAN
CTI

By Vic Hanné

THE South African Sugar Asso-
ciation has arranged a 25 million
doliar borrowing facility with one
of the Jargest banks in the United
States. .

The facility was arranged by the
geperal manager of the association,
Peter Sale.

The 25 million dollar line of credit
has been made available on the- basis

of a year to year review. Should the.

facility be used the interest rate pay-
able by the association will be linked
to the current market rate at the fime

_.of taking up the loan.
.7 ¥ Negoliations ", were opened :with

1

!

thé-bank some time ago and diring
August this year a tweman investi-
gating team from the American “bhank

‘  viited South Africa to study the sugar

industry.

¥We are not borrowing the money
at the moment,” says Peter Sale, “but
by establishing the facility we have
cleared our credentials with the Ameri-
can bank” )

The arrangement provides for the

association to take up the loan in any
currency of its choice. | :

. Peter Sale is particularly happy
with the terms of the arrangements
especially as the association is" not

:»:y% g

Peter Sale ... “We've

paying commitment fee

facili_ty.

And by establishing.

its credentials with

-- one US bank means that

the association now be-
comes a known guantity
on the American money
market and can deal
with other institutions
without lengthy fam-
iliarisation discussions.

The Sugar Associa-
tion up to now has used
-London bhanking facili-
ties to finance the deal-
ing that it undertakes on
the world sugar mar-
kets. -

The degree to which it
'js- operative on the in-
ternational money
scene was proved last
year when -loans total-
ling R230 million were
arranged by Peter Sale.

The American con~
nection was needed, he

says, to provide flex-.

jbie financing arrange-
ments for the associa-
tion.

When one operates
on the US sugar ter-
minal market one has o
put up money by way of
deposits in domestic US
dollars. So we had to
airange a facility of this

for the

By the end .of this

_vear the association will

have delivered a total
of 125000 ions to the
US gsince the terming-
tion. of fhe Sugar Act at
the - beginming of ihis
years

. Ig terms of that Act,
South Africa’s quota to
the;US was 53 000 toms.
So “the termination of
the , Act has led to a
huge surge in sugar
deliveries to the US.
One of the reasons in
delivering higher ton-
nages is 10 establish a
past. performance of
delivery so that, in the
event of a re-iniroduc-
tior of a quota system.
fhere is the possibilty
that. South Africa's allo-
cation could be higher
than before.

“The American refin-
ers have shown a dis
tmet liking for the qual-

cleared our credentials”

25m dollar
loan facility

ity of South African
sugar which, coupled
with the rapidity with
which we can ship from
our Durban terminal,
has provided us with a
very good market,” he
says.

As vet the asseciation
has mnot opened an
American office similar
to the one in London
hecause “we do 0ot
want to run the danger
of being classified as
trading in the GStates
with consequent faxation
problems.”

<A the moment we
prefer to deal through
brokers.” a

With the association
hecoming more active on
ithe overseas market
similar tieups  with
banks in Canada, West

_ Germany and Japan are

a distinct possibility.
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STATEMENT ISSUED BY SENATOM THE HONOURABLE 0.P.F. HORWOOD,
MINISTER NF FIYANCE, REGARLING BLOCKED RARD

gggargb : 00h01 § Decembar 31975

In my siaztemernt of 11 Augusc 1975 I announced that it had
been‘accepted in principle that blocked rand will Le made
transferable direcfly between ncn--residents. After further
discussions in this regard with authorised dealers in foreign
exchange and other interested parties, I can pow annouace
that the following arrangements in regard to.this trans=

ferability will take effect from 1 Janvary 1976

1. The expression tsecurities rand? will be used instead
of "blocked rand® to denoterthe local sale and
redemption proceeds of Scuth African securities and
other investmentas in Soﬁth Africa. owned by nca-

residents, excluding former resideﬁta of South Africa.

Emigrants' funds vhich have been blocked in South
Africa will still be referred to as "blocked rand?

and will be subject to the same restrictions as before.

2e The 3ohannesburg Stock Exchonge will be permitted to
quote prices for securities rand, and members of the
Johanneshurg Stock Exchange will be permitted to buy

and sell securities rand oa behalf of non-resideats.

3. Authorised dealers in foreign exchange in South Africa
will bs permitted to transfer securities rand balances

from one securities rand accuunt in tiesir bocks tu



another, in their own books or in the books of anothe
authorissd dealer, The full requirements of the Exchange
Control in this regard will bes advised to authorised
dealers and members of the Johannesburg Stock Exchange

in due course.

These changes in the existiag arrangements will simplify the
procedures which non-residents have to follow in disposing of

their securities rand to other non-recidents.

ISSUED BY THE DEPARIMENT OF INFORMATION
AT THE REQUEST OF THE MINISTRY OF FINANCE

PRETORIA 4 DECEMBER 1975
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Vexl Behrmann

The Mlmsier of F inance said today that
rumours of rand devaluation are “abso- 1w :teg.[ should be added to

lately without foundation.” And official .
banking sources say there is no possibility | \the course !

of devaluation.
Devaluation TUMGUTS
are rife. Commercial ban-
kers say-the talk started
in’:London last TFriday,
when the- gcld price tum-

ble . .
Worrieq busmessmen

phoned bankérs and The
Star as the rumours erTup-
fed.
Yei wofficial banking
sources say the rumours
are false and “ridienlons.” .
They firmly stress that
devaluation is out of the

?

guestion,

They say that there is
ne basis for devaluatign
heeause:

@ The huge 179 |

Fil';iod with Your fresent tutor ? ye: no

percent devaluation at the °

end of September was
aiméd at estabiishing cre-

‘dibility abeuf’ the ex-

change rate
& In spite- of

movemenis on the foreign |

exchange markets, the
rand is still about 17,5
percent down on all eusr-
rencies, So the raud is not
avervalued.,

&  The countrys trade

~ balance is expected to im-

prove, Because .of the lo-
eal: reeession imporis
should decline ang ex-
poris’ should rise Tnext
year as overseas econo-
mies recover.” The gold
price is steady too. -

® The gold and foreign
exchange reserves are
steady and even if money
flows out of the country,
the - authorifies. stit! have
plenty of opportunity to
borrow overseas,

-] The Ango!an ‘situz-
tion .cannot be compared
with Sharpevilie as there
is now ‘exchange control
and it Is ‘difficult to fake
cash otit of the country.

'® The Ceniral ‘Bank

7“"" cfhu'oq Should the ou'm of

;ccl these Joa.&- wvere achieved alu.rinj the

To Page 3, Col &
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Racial harmony /|

depends on j

Financial Reporter

* A WARNING that unless the

economy caR geherate
enoungh new iobs ‘““we cannot
hope to ensure that
reasonable harmonious
social relations continue to
exist” was given yesterday
by Mr Frank Doelling,
managing director of

! Barelays National Bank.

He was opening the annual
congress in Piet Retief of
the South African Waitle
Growers Union.

Mr Dolling said: “‘Per-
sonal savings are without
question the meost important
source of the nation’s capital
respurces. If our economy is
to grow at a satisfacio
rate, if we are to create ad-
ditional jobs for the large
number of new workers that
enter the Ilabour market
each year, if we are fo
develop that most important
of all our resources —
human resources — then a
great deal of new invest-
ment will be reguired.

“1 think, too, that unless
we can create these new
employment opportiunities
we cannet hope fo ensure
that reasonable harmonious
social relations will continue
to exist.”

RESOURCES

Mr Dolling said: “When
one looks at the South
African economic scene, one
realises that the tremendous
recources of the country
have so far barely been
touched and where they have
all tan nftan it hag been for

. A

<

the greater benefit of others
rather than ourseives. 1
speak particularly of our
wealth of mineral resources
which even today are largely
exported in their raw condi-
tion to be processed and used
for the benefit of others.

*“The processing of raw
materials, ores into metals,
basic chemicals into fer-
tilisers and additives
together with numerous
other examples are all con-
cepts which require a great
deal of capital investment
and technical know-how. I
am sure that if we can find
the capital we can generate
the know-how.

DECISION

“T think we can begin to
see the beginning of this
trend and over the past few
Eears I am pleased that my

ank has been associated
with projects such as an
electrolytic man%gnese
smelting plant at Nelspruit,
a silicon smelter at Pieters-
burg, the wood chipping
plant at Cato Ridge and a
number of other projects, all
of which have required a
great deal of money but all
of which have been a matter
of the greater processing of
our own raw materials.

“Not only dogs this im-
grove our export earnings

ut it also provides more job
opportunities and glves us
greater control over our own
economic destiny

“But, of courze; I would
not suggest that the burden
of decision should fall entire-

ob sz

Iy.on the shoulders of the
financtal institutions. Nor
would it be realistic to sug-
gest that all lending can be
directed in the manner I in-
dicated. :

“ig it wrong or immoral
for a man to borrow, say by
way of HP, to buy the family

motor car even if it is re- E

quired mainly for pleasure,
or must he wait until he has
saved the last rand before he
can buy the new suite of fur-
niture that his wife so badly
wants? No — credit of this
nature is in my view wholly
justifiable provided repay-
ment is within the means of
the borrower.

“QOur country would be a
duli place indeed if we were
to take away all the
pleasurable things from life
and devote all our resources,
including financial
resources, to only the mun-
dane. The frouble starts
when too great a part of our
resources ig devoted to con-
sumer goods and meore par-
ticularly the finance thereof,
leading to an upsurge in de-
mand,_an increase of
wastefu] imports and the in-
evitable impact on our
balance of payments.

“What I would suggest is
the establishment of a clear
set of priorities in the con-
text of the economic growth
we hope and need to achieve
in our couniry and that we
should expect and require
our financial institutions to

MrDOLLING %

play their proper in the
achievement of th;gl: goals.
'*‘1 have suggested
elsewhere that our need for
capital and borrowing from
overseas over the next 10
years might be as high as
R1 006-rniilion a year if we
are to attain an acceptable
level of growth in our
economy.

‘“Whether or not this
figure is under or overstated
nobody will deny that our
need for capital from
overseas will be very great
indeed. It is therefore im-
perative that we marshal
our own internal resources
first to the very hest advan-
tage so as to minimise our
dependence upon others and
it is for this reason that I
suggest that our financial in-
situtions must accept their
true burden of responsiblity
It is not their resources they
are deploying but those of
the nation as a whele,” said
Mr Dolling.

®i
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