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¢ 1 ers have yntil May 22 to convert.

FINANCIAL SERVICES
Packing for action

With images of the African veld conjured up |
by its new logo, and the patriotic flavour of
its new name, First National Bank is re-
establishing itself -— as “the bank that came
home” (see Leader). But the emergence of
this new persona was not the only develop-
ment on the financial services scene last
week. i

The new-look building societies are mov-

ing into top gear. Developments are flowing
thick and fast.

Allied Bank's

s e o Vil -0 |
ST >

Bank acquired a licence to
df.:,al in foreign exchange and the operation
will be on line by June. “We will mainly
target middle-size corporations,” says MD
Kevin de Villiers.
| Another development in the group was the
f despatch of offer documents to shareholders
171 who qualify for equity. Allied Group is to 20 |
'~ | for a listing on June 10, Existing sharehold- |

1*."*'1! Last week also saw an innovative move
!“frnm Natal Building Society (NBS), which

AR .'.:Ttal(en over potentially R55m retail depo-
$it<'from Hill Samuel which now prefers to

—7

specialise in wholesale accounts with a mini-
mum of R100 000 on deposit.
/& The accounts taken over are under this '
amount, and significantly are in the shorter
end of the deposit spectrum. NBS’s Keir
Dellar says they are “call and notice ac-
counts and ‘fixed deposits of up to 12
months.”

The deal represents an increase of only 8%
| in NBS’s short-term deposits. The sum is not
g\l as significant as the idea of taking over a
\ chunk of another institution’s assets. Like

| debt securitisation, this is unfamiliar terri-
xi\ tory in SA.

Meanwhile, the Perm, which has been
overshadowed by publicity surrounding new-
ly-listed and about-to-be-listed competitors,
has published figures for the 11 months end-

QU) ing February that claim growth in most
\h categories of savings and loans outstripping
N

the industry’s.

Figures are not given for NCDs or paid-up
shares, which were most affected by the
equity conversion option given by several
societics. The latter is the largest category of
saving, so total growth is not clear from the
figures supplied.
| | Cost of growth, of course, must be high as
the Perm has no service charges on savings
accounts. But given the economies of scale
generated by a large client base, the growth
could be cheap at the price. N
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NEDBANK Group’s taxed profit for
the half-year to March soared to
R58m, an advance of 80% on the
R32,2 earned during the comparable
period last year.

Earnings a share, however, rose to
only 37,2c from 35,7c because of the 73%
increase to 156-million in the weighted
average number of fully paid shares in
issue.

The interim dividend has been raised

‘to 11c a share from 10c, with a marginal
reduction in cover to 3,4 {imes.

The provision for bad and doubtful
debts was R43,7/m, against R43,3m at
March 1986 and R119,3m when final
accounts were drawn at September

1986,

All subsidiary banks enjoyed im-
proved performances UAL Merchant
Bank more than doubled its contribu-
tion to group profits, with taxed earn-
ings of R11,im, compared with R5,3m
previously.

Newly acquired Finansbank weighed
in wilt, a .haiden Rb.a T pubus.sed
statement says Finansbank wiil con-
tinue to operate as an autonomous mer-
chant bank,

The biggest earner was, of course, the
commercial bank, now rid of the
Triomf incubus. Its profit rose from
R21,8m to R32,4m. Nedfin turned a loss
of R2m into a profit of Rlm. Syfrets and
Nefic showed marginal improvements,

f

furnarou

|—- HAHU I.D FRIDJHON I

with Cape-based Syfrets earning R6,1m
and Netic R3,8m.

An analysis of the figures shows that
the group really recovered in the
second half of the last financial year
from its severe setback and that in the
reporting period real growth was mini-
mal. The group held its ground in what
has been a very difficult time for the
banking industry.

Advances grew by only 1,2% in the
six months to R9,162bn, while deposits
were 2.4% higher at R11,32bn.

Chairman Owen Horwood and CE
Piet Liebenberg say in the statement

that the quality of the earnings has 1

improved and that this is expected to
continue in the current six months. One
can infer that the 10% increase in the
interim is a tangible sign of this expec-
tation.

On the increased capital, the 1lc in-
terim dividend cost R17,2m, compared
with R9m last year, leaving retained
earnings of R43,im. '

Assuming taxed income at the same
level for the financial year as a whole,
the group should earn at least R116m
and a final of 22c a share {20c¢ last year)
appears feasible. It would involve a
distribution of about R51,6m for the

IR LT, T, R A I A R A R - Y o

year, with cover slightly lower than in

1586.
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Barclays’ name change will give corporate
designers plenty to talk about over the next
few months, but of one thing Chris Ball’s
team can be certain: it’s decision to hand the
muti-million rand job to overseas interests
won’t be easily forgotten or forgiven.
Judgments will thus ten%l to be a little

A Lhkidk 4 kid Swwan R ief ik e ARy Wy Bk VA d R gy AP LA L Laid,

and anyone clse who can show they have a
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1sts stand to gain,
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First National Bank has gone all out for
indigenisation. But have the links with
Barclays Ple truly been cut, and will the
new image go down well in the market?

B bR T A R T e T gl AT g el Ll P P P i TR R R e 1nd

¢louded, but for what it’s worth, on the FAM's

scorecard First National Bank of Southern
Africa rates about iwo for originahtiy, and

around six for marketability on a scale of one
to 10,

And as for that sun and schematic acacia,
we could probably be a little more generous

FINANCIAL MAIL MAY 1 1987 }

~— 7 29

if we knew if the sun was rising or setting.

But, leg-pulling aside, with R45m on the
line it adds up to a serious business for SA’s
largest commercial bank. Barclays has not
had an easy time of it lately, with Barclays
Pic cutting the British connection (or most of
it) and Ball’s involvement in the high-profile
and politically motivated Munnik Commis-
sion of Inquiry.

It couldn’t have been good for business,
but FM figures suggest that over the past
year Barclays has nevertheless managed to

mercial banking heap. On a group basis,
| Standard remains larger than Barclays; with
the latest year-end results showing Standard
| with total assets of R20,35 billion against
Barclays’ R18,75 billion.
| As far as the main commercial banking
operations are concerned, however, Decem-
ber BA 9 returns show
that in terms of total
assets, Barclays had
pulled more than R3
i billion clear of Stan-
"";;nl_!lii; {“ . "‘:.[ ."H..- dard b}’ end-Decem-
il "l"',li"‘" i ber, with assets of
ifiin ¢ R16,3 billion against
R13,2 billion. At the
First end of December

. I 1985, the two banks
Nﬂl’lonﬂ were running neck-

Bank and-neck at R12 bil-
lion and R11,9 billion
' respectively,

In terms of total deposits, the gap has
remained about the same (R10,9 billion and
| R9,6 billion at December 1986). This relates
to events before the Munnik affair, of course,
so stock has had to be taken of subsequent
gvents.

Annualised profits also look healthier with
Barclays’ bottom line advancing 30% in
1986, against Standard’s 18,2%. And profits
are expected to show an improvement on last
year at the interim stage.

The question now is how much, if at all,
the involvement in the celebrated “Unban
the ANC” ad campaign will affect business.
The damage will probably never be quanti-

entrench its position at the top of the com- |

_: Lokl L T R et ol R D -
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Changing names ...
swift business acceptance

| fied, although the bank admits that some
accounts were lost, particularly in the east-
ern and northern Transvaal.

But the net effect is likely to be minimal.
| For one thing, Barclays retains the largest
exposure to the debt-ridden agricultural sec-
tor and the chances of platteland debtors
taking their overdrafts elsewhere is remote,
if not impossible. Also, the takeover of the
foreign shareholding by local, mainly Anglo,
interests can be expected to expand the cus-

tomer base.

Policy, therefore, has been to make 2 Vir-
tue of the enforced British divestment, and
stump up local sympathy business in the
process. So far, it seems to be working.

As sepior GM Jimmy McKenzie says:
“The public perception of us as a British
bank was bound to continue until the name
change. But certainly in the business com-
munity our change of ownership was accept-
ed very quickly.”

Longer term, First National will be count-
ing the cost of the severed offshore connec-
tion. But the question being asked is whether
the break has been as complete as many may
have thought.

At the recent Barclays Plc AGM in Lon-
don, chairman Sir Timothy Bevan, under
pressure from a strong anti-apartheid lobby,
bluntly stated: “Our withdrawl from SA is
not cosmetic. It is a total severance of links.”
Yet he later went on to contradict himself,
admitting that Barclays Plc would maintain
a correspondence relationship with First

National. —]

This covers such things as international
trade payments, staff and information ex-
changes and, more importantly, interbank
loans. This will ensure that the synergies will |
not be lost, -

The anti-apartheid lobby, from all ac-
counts, is not letting the matter rest but Ball )
is adamant: “Our working relationship with
Barclays Plc will not change.” The biggest
job, however, will be marketing the new
image at home. TV spots, full-page ads and
follow-through promotions are standard
techniques which are being effectively uti-
lised.

Also, perhaps coincidentally, the bank has
just announced the appointment of a black
and an Indian to the main board to replace |
the retiring British directors. This makes it
the first major “white” bank with directors
of colour at top level, although some of the
others have black re-
gional directors.

The appointments
fit in well with Bar-
clays’ well-nurturted
“liberal” image — al-
though it has been
quick to point out that
the selections were on
merit. Still, as AU B
McKenzie put it, “it Gl S
gives us a better o T NS
spread.” Sedek

The new Indian di-
rector, Sedek Vahed, is a prominent busi-
nessman in Durban and a member of the
State President’s Economic Advisory Coun-
cil, but the FM could not confirm the name
of the black appointee before going to press.

Vahed, however, says he was “pleasantly
surprised” when chairman Basil Hersov rang
him some weeks ago, and suggested that he
join the board. Tokenism? Vahed does not
see his selection as anything of the sort. He
says he believes the decision was based “on
merit, rather than race.”

What it all adds up to is that Barclays is
now dressed up in a nice new set of clothes.
And it does have somewhere to go.

o
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Ban k SE cill d S |
hris Ball

"The Argus Correspondent

JOHANNESBURG. — The
«Kirst National Bank today
stood firm behind Mr Chris
Ball as controversy raged over
the Munnik Commission of In-
quiry into the ANC advertise-
ment.

The bank said it had “com-
plete confidence in the inno-
cence of our managing direc-
tor”.

Mr Jimmy McKenzie, senjor
.general manager, said: “QOur
board of directors has re-
viewed all the evidence and
tormally rejects any suspicion
that Mr Ball was aware that
the R100 000 advanced to Mr
Surtee was to be used to fund

thﬁ ANC adver Lisements. we feel confident that we can,
Mr Ball, who is universally now infiuence a return of the
regarded as South Africa’s No accounts — and no doubt bring.
1 banker, will stay at the helm. {5 pow customers who have ex.:
“We now intend a full-scale pressed sympathy with. Nr Ball’
operation tlc; untii:erline his inno-  and the bank in the affajr. E
cence in the affair, whatever “It is distressi '
the allegations of the Munnuk no legal r?n?ltig il;at;l;e;ee;%
Cornmission, and to emphasise against the finding of a com-
that neither Mr Ball nor the  mission of inquiry like the
| bank is involved in party poli- * Munnik one. it only it had been,
: ties. " . a court of law Mr Ball could,
'*‘%‘We‘”’h pe we cdn now clear easily have proved his inno. S, e
the air-with ‘our sty and all ceredd | '
our customers who have been The Presidént’s Office, vihjch "
fed all the statements follow-  received the full report from R
ing the commission of inquity ¢pe commission, said that My
while we have had to remaii P W Botha was aware of the
silent. ~ formal statements issued by
“The bank cannot deny that the bank’s board ang by the
it lost certain accounts as th . managing director but had no
] controversay dragged on butt comment

T m g o —
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"Verdict unsupported

JOHANNESBUHG — A full
meeting of the board of di-
rectors of the First National
Bank has rejected the find-
;ngs of the Munnik Commis-
Slon of Inquiry into the fund-
gmg of ANC advertisements,

which implicated the bank’s
D, Mr Chris Ball.

%A statement issued here said
the bank’s legal team, after hav-
'ng studied the full report of the
commission, could find no evi-
¢9nce to support the commis-
*_11011 s verdiet.

““In a statement last night, Mr
ﬁBall said events over the past few
rmonths had caused concern to
;i“staff and customers of the bank.

;%“The legal advice given to me
»ﬁnce 5 February has been that I
.féhnuld not make any statement to
Hflse during the sitting of the
? unnmk commission. I am now,
“*hqwever in a position to do so.
i events of the last couple of
} nths have given rise to certain
:f e perceptions in regard to my

snnal ,smég ”whml;l .5%1;:& cauns-

?; :}l t;ﬂ '

M T‘Hﬂ

"'f;i'h-a..

A
lunnik

e

ing concern to staff and custom-
ers of the bank

“I have repeatedly stated that I
am totally opposed to violence. I
therefore cannot and do not sup-
port terrorism and revolution, or
people or movements who pro-
mote them. Thus I believe in ne-
gotiation and reconciliation, in

the creation of a peaceful and
iust society.

“Communication and dialogue

are fundamental to the process.

Businessmen have a rlght and
duty to participate in the debate
on the socio-economic issues.

“I am extremely proud of the
traditions of the bank. Neither it
nor I as Managing Director have
ever taken sides politically and

will not do so in future. The'

bank’s contribution to the devel-
opment of our great country is
without equal and I and my col-
leagues will continue that tradi-
tion.

“The evidence I gave to the
Munnik commission was faetual
and accurate and my conscience
is totally clear on that point.”

Mr Ball’s statement received
the full support the First

Gt Tk I

National Bank’s board, who re-
leased the following statement:

“The Board of First National
Bank of Southern Africa Ltd has
had the opportunity of betng ad-
vised by its legal advisers who
were present throughout the
hearing,

“In view of the aforegoing, and
that Mr Ball at all timg:s acted
lawfully and w.thin }ss wathority,
the board ez ;resses its full confi-
dence. in *andz continued sumport
for Mr Ball.

“The bank afﬁrms its age-old
tradition of service to all sectors
of the Soitth African community.
Contrary to impressions which
may have been created, the bank
has no political p051t10n or alle-
giance and seeks only consistent-
ly to serve the best interests of all
its clients.

*At the same time it is of the
view that there is a critically im-
portant role for business leader-
ship to play in public life.

“The general management
committee of the bank has been a
party to and fully endorses the
contenis of this statement.” —
Sapa and Own Correspondent
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Accounts lost )

The First National Bank
today stood firmly behind
its managing director Mr
Chris Ball as controversy
raged over the Munnik

j| Commission of Inquiry

into the African National
Congress advertisement
row.

The bank’s senior general

manager, Mr Jimmy McKen-

zie, said: “We have complete
confidence in the innocence
of our managing director in
the whole affair.

“Our board of directors has
reviewed all the evidence and
formally rejects any suspicions
that Mr Ball was aware that the
R100 000 advanced to Mr Yusuf
Surtee was fo be used to finance
the ANC adverts,” he said.

“Mr Ball, universally regard-
ed as South Africa’s No 1 bank-

| er, will stay at the helm.

“We now intend a full-scale
public relations operation to un-
derline his innocence in the af-
fair, whatever the allegations of
the Munnik Commission, and to
emphasise that neither Mr Bali

nor the bank is involved in party

politics.
“We hope we can now clear
the air with our staff and all our

{| customers, who have been fed

all the statements flowing from
the commission of inquiry while
we have had to remain silent.

mﬁm

Il‘ﬁnInﬂ“ﬁﬂlﬂﬂﬂlﬂllllliﬁﬂlﬂﬂll .
41 v “‘The bank cannotrﬁen ?;tﬂaf it |}

|||

tioversy dragged on ’but we f@El *
‘confident we can now influence

a return of the accounts — and,
no doubt bring in new customers
who have expressed sympathy
with Mr Ball and bank in the af-

| fair.

“It is distressing that there
is no legal route to appeal
against the findings of a com-
mission of inquiry. If only it had

f’r been a court of law Mr Ball
\%uld have easily proved his in-
'f nocenee.”

The State President’s office,
which has been handed the full
report from the Munnik Com-

1| mission, said Mr Botha was

aware of the formal statements
issued by the bank’s board of
directors and the managing
director himself, but had no
comment.

Mr Ball last night reacted to
the commission report, saying

|| the evidence he had given was

factual and his conscience was

“totally clear on that point”.
He said the évents of the past

few months had given rise to

I “certain false perceptions” re- .
- e,gardmg his personal stance,
,ncausmg concern to staff and

bank customers.
‘o, ® See Page 3
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ence is totally

clear, says Chris Ball

The 'full text of the statement
released last night by Mr Chris
Ball, MD of the First National
Bank, accused by the Munnik
Commission of having known
that a R100000 overdraft he
granted was for the placing of
advertisements calling for the
unbanning of the ANC, reads:
“The legal advice given me

to you during the sitting of the
Munnik Commission.

“I am now, however, in a po-
sition to do so.

“The events of the last few of
months have given rise to cer-
tain false perceptions regarding
my personal stance which are
causing concern to staff and

customers of the bank.

since February 5 has been that 1
“T have repeatedly stated that

should not make any statement

Bank rejects commission’s findings

The board of the First National Bank issued the following state-
ment in Johannesburg yesterday:

“The board of First National Bank of Southern Africa Limited
has had the opportunity of being advised by its legal advisers who
were present through the hearing, concerning the contents and im-
plications of the findings of “the commission of inquiry into certain
advertisements”, against which no appeal lies, that the evidence
before the commission did not justify the adverse findings against
Mr Ball and therefore rejects them. :

“In view of the aforegoing, and that Mr Ball at all times acted
lawfully and within his authority, the board expresses its full confi-
ilence in and continued support for Mr Ball as managing direc-
or.

“The bank affirms its age-old tradition of service to all sectors of
the South African community. Contrary to impressions which may
have been created, the bank has no political position or allegiances
and seeks only. consistently to serve the best interests of all its
clients, at the same time it is of the view that there is a critically
important rolé for business leadership to play in public life.

“The general management committee of the bank has been a
party to and fully endorses the contents of this statement.”

~ - -
p—

I am totally opposed to violence.
I therefore cannot and do not
support terrorism or revolution,
or people or movements who
promote them.

“Thus I believe in negotiation
and reconciliation, in the crea-
tion of a peaceful and just so-
ciety. This requires goodwill
from all sides and the realisa-
tion of an appropriate balance
in the structure of our society
and the accommodation of eco-
nomic, cultural and power inter-
ests.

“Communication and dialogue
are fundamental to the process.
Discussion between all sectors
and persuasions in our society
on these goals and the route to
success can only come about
through contact and to this end I
and others have sought to have
communication on the socio-ec-
onomic issues with people
across the full spectrum.

“My view is that businessmen
have a right and duty to partici-
pate in the debate on the socio-
economic issues.

“T am one of those South Afri-
cans who believe that there is
the possibility of great success
for our counfry and all its peo-
ple and that that success can
only be built on the real eco- |
nomic prosperity that we have
the potential to deliver, so that
we have the resources to pro-
mot¢ the development and edu-
cation of all of our people.

“I'4m extremely proud of the
traditions of the bank. Neither it
nor I'ds managing director have
ever' taken sides politically and
will not do so in future. |

“The bank’s contribution to
the development of our great
country is without equaliand my
colleagues and I will ‘continue
that tradition. LW

“The evidenhce I gave to the
Munhik Commission was factual
and accurate and my conscience
ig fotally clear on that point.” —
Sdpa,

—-
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Ball

| ‘reacts to money fmdmg :;-.

JOHANNESBURG The managing director of the First Nat-
ional Bank, Mr Chris Ball, — said by the Munnik Commission to
have known a R100 000 overdraft he granted a businessman was
to be used to fund newspaper adverts calling for the unbanning

Mr Ball said in a stat-

ment that events over
' the past few months had
caused concern to “staff
and customers of the
| bank”,

“I have repeatedly
stated that I am totally
opposed to violence,”
said Mr Ball.

“l therefore cannot
and do not support ter-
rorism or revolution, or
people or movements
who promote them.”

Mr Ball’s statement

read:
. 4 " The legal advice
given me since February

5, has been that I should
not make any statement
to you during the sitting
of the Munnik Commis-
sion.

_ “I am now, huwever,
in a position to do so.

I believe’ in negotia-

ofthe ANC — says he is opposed to violence.

tion and reconciliation,
in the creation of a
peaceful and just so-

ciety.

“This requires good-
will from all sides and
the realisation of an ap-
propriate balance in the
structure of our society
and the accommodation
of economic, culiural
and power interests.

“Communication and
dialogue are fundamen-
tal to the process.

“PDiscussion between
all sectors and persuas-
ions in our society on
these goals and the
route to success can
only come about through
contact.

“To this end 1 and
others have sought to
have communication on
the socio-economic is-
sues with people aeross

the full spectrum.

“My view is that busi-
nessmen have a right
and duty to participate
in the debate on the so-
cio-economic issues,

“I am one of those
South Africans who be-
lieve that there is the
possibility of great suc-
cess for our country and
all its people and that
that success can only be
built on the real econ-
omic prosperity that we
have the potential to de-
liver, so that we have the
resources to promote
the development and
education of all of our
people.

“I am  extremely
proud of the traditions

of the bank.
“Neither it nor I as

managing director have

on that point,

MR BALL

ever Luxkcli sides politi-
cally and will not do so
in future.

“The bank’s contribu-
tion to the development
of our great country is
without equal and my
colleagues and I will
continue that tradition.

“The evidence I gave

to the Munnik Commis-
sion was factual and ac-
curate and my con-
science is totally clear
— 3apa

by
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EP achieves
growth of 14,8%
Financial Staff _

THE Eastern Provinee Building Society achieved a
growth in assets of 14,8% for the past financial year,
with a growth in share counters of 22,3%.

According to its report for the year ending March 31,
total assets increased by R60,8m and now: stand at
over R470m. Gross mortgage loans granted diiring the
year amounted to a record R137m of which only 3,8%
were in respect of business transfers.

The property market has been improving -steadily
over the last few months and the number of borrowers

in arrears has dropped, due partly to the effects of an
improved housing market,

. SN
Reserves, surpluses increased .

The society had no problem in placing all available
funds received during the year out on mortgage loans
and in the last two months has in fact regained an
excess of loan applications, |

The EP was able to increase its reserves and sur-
pluses at the year-end and they now stand at over
R10,6m. The society has also provided a substantial
amount for possible future losses on properties. The
board feels this is & prudent move in view of its
decision to recommend to shareholders that the society
convert to a company at some future date.

The board decided during the year to substantially
widen the financial services offered and now handles
equity-linked investments, insurance-broking services
as well as the traditional building-society investnients
and a range of property-related services.
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ce mind
tuned to technicalities of profession.

Gifted banker — wi

Whichever way one’s sympathies
lie, and whatever the repercus-
sions may be of the Munnik Com-
mission’s finding, anyone who has
talked to the managing director of
the First National Bank can but
concur that he is a man who knows
his own mind.

‘Mr Justice Munnik would tend
to agree. He made the observation
of Mr Chris Ball that he was used
to having his own way and given
to making positive statements.

Such traits are, of course, es-
sential for anyone holding down
one of the most prestige-filled and
responsible commercial! posts In
the country.

One hour with him some time
ago in his quiet, spacious office
overlooking the Johannesburg City
Library left one with the impres-
sion of a highly-motivated, sincere
and energetic person, a rnan who
was equipped with a Rolls-Royce
of a mind superbly tuned to the

technicalities of his profession, yet
filled with compassion for his
countrymen of all persuasions.

He is earnest, courteous, fluent
and speaks with a rich, charismat-
ic style which would earn him
much support should he ever enter
the political arena. Not that he
would ever contemplate politics,
making it clear that he is content-
ed enough in banking.

This said, he has firm views on
the future of this country and
where it should be going politic-
ally and socially. His various
speeches, interviews and state-
ments over the years underline

this positiveness. As a corporate,

leader he believes it is his duty
to stand up and be counted.

Explaining his attitude toward
making decisions which can’affect
many people and often huge cur-
rency flows, he said in an inter-
view for another publication:

. There are different types of de-
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Compiled by
FREDERICK CLEARY

cisions,” he said. “Day-to-day ones
are easy to make. Others one has
to consider very carefully, espe-
clally in complex matters where
there may be a number of possible
alternatives, of which only one is
the right one. .
“You have to encourage debate
and even disagreement to ensure

- -you arrive at the right conclusion.

You must not rush to conclusions.”.

Physically dttractive, with a
ready smile and the build of the
rugby player he was, John Watkins
Ball, now 47, became MD in March
1984 after a rapid rise through the

Barclays corporate ranks.

Born in Johannesburg into a
family background of law and en-
gineering (although his brother
Jonathan is a publisher), he quali-
fied in law, but decided it was not
the profession for him and did not
practise. Instead, he borrowed
money and took himself to Cam-
bridge, where he earned a degree
in economics. From then, in his
own words, his career became a
“series of happy chances”.

Attracted to merchant banking,
he learned the business in Johan-
nesburg, London and New York

- before joining Barclays, where his

obvious talents soon had him mov-
ing up the executive ladder.

In 1978 he moved out of mer-
chant hanking for a while to run
the Barclays subsidy, Wesbank.
After two years, he returned to
London, this time as regional gen
eral manager, running eight dis-
tricts embracing 500 branches and

-
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a staff of 15 000 — and still only 38.

Brought back to South Africa in
1982, Ball was now earmarked for
the top post, into which he pours
most of his waking day.

While abjuring the term “work
aholic”, he is at his desk by 7am
five days a week, rarely leaving
much before 6 pm and sometimes
as late as 10 pm, and then devot-
Ing Saturdays to corporate affairs
In one form or other. Only Sunday
is left for time with his wife and
children, two daughters and a son.

On this his one day off a week,
Chris Ball loves working with his
hands. He is no slouch, having de-
signed and built personally his
Johanneshurg and seaside homes.

“I am a frustrated builder at
heart. I am not happy unless T am
building something,” he said.

One was left with the feeling
that the building he had in mind
encompassed more thansjust
bricks and mortar. ..., .

uilt-in compassion w
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THE Automobile Association
has suffered.the biggest iinan-
cial loss in itsi50-year history.

The 670 000 members will be told
that as a result of the demise of the AA
Mutual short-term insurance division,
in which the AA held 42%, more than
Ra-million has had to be written off,
-..The AA also suffered an operational
deficit of R3,2-million because of the
1oss of commissions and rent from the
short-term insurance husiness.

Membership fees were raised by
40% to R28 last year, and are likely to
be increased again this year because
of inflation,

Rolling again

"4 [Phe anpual report of the non-profit

club is frank about the knoeks the AA
has taken; but it gives details of what
has been done to get the wheels rolling
siioothly again, <+

Director-general Peter Elliott tells’

Business Times "that members still
have faith in the association.
“The majority of members have

_reaffirmed their support and loyalty

to the AA. But some — understandably
— blamed the AA for the financial loss
they suffered through insuring with
AA Mutual Insurance.”

- —maae o — — g ——

Bx Udo Rggstra

In spite of its major shareholding in
AAM, the AA was not involved in day-
to-day management It placed its faith
in the ability and “autocratic” man-
agement-style of former AAM chief
arren Plummer.

Mr Plummer left A when AAM
collapsed.

Mr Elliot says that to counteract the
loss of revenue caused by the demise
of AAM, several AA branch offices
have been closed, expenditure has
been pruned and development projects
shelved. Staff numbers have been re-
duced from 850 to 700, but mostly on
the administrative side.

A new motor policy called Motor-
sure — it does not include household
cover — is being provided by Mutual &
Federal Insurance and is selling well
?t ftnmpetitive premiums, says Mr &l-

iott,

AA's income for 1986 was slightly up
onthe lgrevinus year’s at RZU,B-milﬁun*
Half of it was derived — as usual —
from membership fees and the maga-
zine. A family membership recruit-
ment drive netted R35-million —
about R700 000 more than in 1985.
~The AA lost an estimated R2,5-mil-
lion in commissions, capitation fees

and rents frum[ AAM and membership
subseriptions associated with insur-
ances policies.

Expenditure tose from about R19,5-

million to R24-million, largely because
of general increases in the cost of ser-
vices to members, staff pay and leas-
ing charges on movable assets.

Net income from non-operational
agsets fell from R1,8-million to Rl-
million. More than R8-million was
written off on the AAM partnership
and on investments in the UK-based
AA Mutual International, The invest-
ment division recorded a deficit of
Rlﬂ,;-milliun after a surplus of R2,7-

1illion in the preyious year.
€Y) Leg stsc.a\/(

#ith R25,3-million brought forward
from the previous year (R22,6-million
in 1985) the AA started 1987 with cap-
ital funds of Ri5,1-million cnmpaned
with R25,3-million at, the beginning of
last year. y 4

Mr Elliott warns that.legal costs
relating to litigation in which the AA is
involved may be substantial, But he
believes that with more members and
higher membership fees, the AA will
be back to normal by the end of the
year — or show a surplus.
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THE board of directors of
First National Bank — for-
jnerly  Barclays - has
pledged its full confidence
in ihe bank’s managing di-
fector, Chns Ball.
s+ This is despite the Mun-
nik Comnussion’'s finding
tbat Ball knew that the
roney he was advancing
by way of an overdraft
would be used to sponsar
an adverusement calling
for the unbanming of the
ANC,

* “Nothing has changed
the board’s view on Ball's
demal that he knew what
{the money would be used
for, and we have absolutely
no reashh to doubt what
Ball old the commission,”
said FNB's chairman, Ba-
sil Herslov

Hersov's supportive

statement of Ball came 10
the wake of speculation
that the commission’s find-

produced unde: gmargen-

r

tagulations * ‘which

L S—. -

‘amount to cansorship, The

" rastrictions effectively su
Freis information of ‘
- interest, No details of ‘un- _

L]

N
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ings may have a negative
effect on Ball's future with

the bank., .
The one-man Munnik

Commission was appointed
vn February 11, with a
bricf 1o investigate and re-

nort .

® Which newspapers car-
ried advertisements con-
cerming the ANC which
appeared on January 3,
1987

® By whom, or behalf of
whom, the adveriisement
wius placed

® How much and by
whom, or on behall of
whom, the newspapers

were paid for for the publi-
cation of the advertisi-
mecnts

® What the source was of
funds that were used 1o pay
for the advertisement, and
cspecially also with refer-
cnce to a repor! in the Cape
Tines of February 3,
which stated that the UDF
had had a bank guarantecad
cheque for R100000 for
the placing of the adver-
tisement.

® Whether Ball was, in
any way, involved 1n finan-
cial arrangements concern-
ing payment for the plac-
ing of the advertisements.

® Any relevant aspects
that may more lully ex-
plaimn the matter

The advertisements in
question appeared in (ity
Press, The Argus, Business
Day. The Cape Times.
Diamond Fiefd Advertiser,
Eastern Province Herald,
Naral Witness,

fHanga,

o
E
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Flashhack: Chris Ball, surrounded by bodyguards, attend

Sowetan, The New Nation,
Post Natal, Pretoria News,
The Star, Daifv News and
the Dauly Dispaich. The
Weekly Mail carrted a
blank in place of the ad-
vert, which had been
bannned by then.

The adverts were placed
by lawyer Krish Naidoo,
acting in his official capac-
ity on behalf of the UDF,
which, in turn, had the con-
sent of the National Edu-
cation Crisis Committee
and the South Afnca
Counctl of Churches to
cite these two bodies as
issuing the advert jointly
wilh the UDF. The names
of other organisations were
cnicred as supporters.

in a 12)-page report
hinded to the State Presi-
dent, Judge Munnik found
that. at the time that Ball
authorised the overdraft in
question, he knew the bor-
rowed money was intended
for the UDF to pay in ad-
vance for adverts calling
for the unbanning of the
ANC,

Ball, as MD of mm_..n_mwm,

L3

authorised a branch man- §
ager to open a second ac-
count for businessman Yu-
wuf Surtee and authorised
an overdraft facility of
R 100 000 to enable Surtee §
to draw this amount and
hind 11 1o the UDF by way
of bridging finance for the
adverts.,

Munnik said s ap-
proach in deciding whether
or not Ball knew the pur-
pose for which the over-
dreaft was required ™ .was
1o first examune and test
Surtec’s story standing by
tsclf, then that of Ball™.. }

His impression of Surtee
a% a witness was thai, apart
from his “‘unsalisfactory
demeanour”, he had been
proved to have lied.

in coming to the conclu-
sion regarding Ball’s
knowledge, the probabil-
itics were overwhelmingly
against him not having
known *“‘and Ball’s calibre
as a witness, and the qual-
ity of his evidence were not
such as to lead me to a
different conclusion’™.
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membership — the ed insurance company
and an operating AA Mutual International. -
were part of the pri ' The cost to the AA for the two events

The AA said it had a 42% sharehold- ed to R10172 131.
Ing in the company but no involve- After Increasing fees from R20 to
ment in day-to-day management. R28 a year and taking other steps, the

The AA’s director general, Peter AA expected to achieve an operating
Elliott, said in the annual report mem- surplus in 1987
bership fell from 675 064 to 672 702 Elliott said: “The events leading up

“The vast majority of members re- to and following on the collapse of AA

.. affirmed thejr Support and loyalty to Mutual overshadowed every facet of
- the AA but some, understandably, laid your association’s activitjes in the
the blame at the association’s door for year,
the financia]l loss suffered,” he said. “The impact of the debacle was

The R3,2m operating deficit — com- hardest for policy holders, tens of

pPared with g surplus of R896 120 in thousands of whom were AA mem-
; 1985 — was due to the loss of R2,5m in bers.”

commissions, capitation feesandrent- Tq counteract the loss of revenue
«als derived from AA Mutual and mem- several branch offices were closed
. bership subscriptions associated with staff was reduced, expenditure

Insurance policies. Pruned and projects shelved.

Legal and other COSts were incurred “It is of interest to note that in 1986
in the events surrounding the collapse the AA €mergency road service alone
of the AA Mutuyal. helped more than 140 000 members,

In addition, the AA has written saving them about RI0Om.” — Sapa

A L




—_———

T T Ao . Pl A S _
o Eﬁ #F_lh. 4 4 a2zt o - N
T N ey L Y

a1
m'—l. - T P R ) -
m G, M u] Ghml iy R A

oo~ - Ll - - o

Own Correspondent advert, calling for the unbanning of

. the ANC, were irrelevant.
JOHANNESBURG. — Executives  Businessmen canvassed for theirre- |

of large CQI‘PUI:atIUHS who know actions over the commission’s report,
and deal with First National Bank released last week, chose not to com-
(FNB) managing director Mr Chris menton ihe merits of Judge President
Rall are rallying to his support MI Justice Munnik’s findings.

ofter the ruling of the Munnik But, they noted, he had not found
Commission, that Mr Ball had done _anything unlaw-
More than 70 executives will today ful, he had acted within his rights as a
be asked to put their name to a letter banker In granting the overdraft facil-
pledging continuing supp ort for Mr ity, the UDF was not an illegal organi-

Rall, said one of the signatories, Tra. Zation, and there was nothing illegal
degro’s Mr Mervyn King. . about calling for the unbanning of the

The letter will be handed to FNB ANC.
chairman Mr Basil Hersov and is in- 102 statement published as an ad-
tended to show the bank that Mr Ball's vertisement 1n 2 number of news-
peers hold him in esteem and trust, papers at the weekend, the full hoard
despite the findings of the Munnik of FNB supported Mr Ball, affirming
Commission. : that he had at all times acted lawfully
Support from other executives is be- and within his authority as managing
ing gathered because “we want to put director.
neross the message that the slate is  They rejected Mr Justice Munnik’s
clean with Ball, in fact, we regard it as findings as belng unjustified and not
not even being marked”. substantiated by the evidence placed
The letter says: «The bank's legal before the commission.
team feels that the probabilities point Generally, business leaders can-
to Ball not knowing the destination of vassed EXD}"ESSEd concern over the
the funds. The Commission cound that €vents Jeading up to the appointment

{he probabilities pointed to him being Of ihe commission.
aware Pick n’ Pay chairman Mr Raymond

tProbabilities do not create facts, Ackerman echoed the views of most of
“We (fhe executives) know him hIs business colieagues when he again

(Ball) as an honourable man and he criticized the manner in which the
will continue to enjoy our trust and State President, Mr P W Botha, had

confidence in Qur dealings.” used the protection of Parliament to

Mr King and Premier's Mr Peter make several allegations about Mr
wrighton have telexed executives Ball.
whose names would be Yisted if their ~ Others commented that the appoint-
support was forthcoming. Mr King and ment of the one-man commission also

Mr Wrighton will sign the letter in appeared to be a strong-arm factic by
their private capacity. Mr Botha, aimed al warning My Ball

The names will remain private, but and other businessmen to stop critl-
if Mr Hersov wanted to he could make clz_mg.hm government and stop med-
the letter public, said Mr King. dling in politics. .

Chris Cairncross reports that many . Wwe will not be cowered Dy such
leaders of the country’s business com- tactics and will continue express Our
munity are indicating that they be- forthright views over the .way the |

lieved the Munnik Commission’s con- country is being run and push for re-
lusions over the funding of the form,” commented Mr Ackerman.

custons over the BRSO 7F
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CORPORATION executives, who know
and deal with First National Bank (FNB)
MD Chris Ball, are rallying to his support
after the the Munnik Commission’s find-
ings. |

More than 70 executives will be asked
today to-put their names to a letter
pledging continuing support for Ball.

The letter will be handed to FNB

chairman Basil Hersov and is intended to
show the bank that Ball’s peers hold him
In esteem and trust despite the commis-
ston’s findings.

Executive support is being gathered
because “we want to put across the mes-

sage that the slate is clean with Ball; in
fact, we regard it as not even being
marked”.

The letter says: “The bank’s legal team
feels that the probabilities point to Ball

not knowing the destination of the funds.

The commission found the probabilities

pointed to him being aware. Probabil-
ities do not create facts. -

“We (the executives) know him (Ball)
as an honourable man and he will con-

tinue to enjoy our trust and confidence in
our dealings.”

au
- m el =

ecutives whose names would be listed if
their support was forthcoming. King and
Wrighton will sign the letter in their pri-
vate capacity.,

King said the names would remain pri-
vate, but if Hersov wanted to he could
make the letter public.

FNB recently said it stood behind Ball
and believed he had no knowledge that
funds lent would be used to finance ad-

verts calling for the unbanning of the
ANC.

CHRIS CAIRNCROSS reports that

“appointment of the commission.

business leaders are closing ranks behind
Ball, with most indicating they believe
the commission’s conclusions are irrele-
vant.

Businessmen chose not to comment on
the merits of the findings but they noted
Munnik had not found that Ball had done
anything unlawful. He had acted within
his rights as a banker in granting the
overdraft facility, the UDF was not an il-
legal organisation and there was nothing
illegal about calling for the unbanning of
the ANC.

Generally, businessmen expressed
concern over the events leading up to the

........
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Two of South Africa’s top businessmen ‘tﬂill}’ sent
an appeal to 70 executives to support a letter hack-

ing First National Bank managing director Mr
Chris Ball.

The initiative was launched by Tradegro chief
Mr Mervyn King and Premier executive Mr Peter
Wrighton to counter the negative effect of the re-
port of the Munnik Commission of Inquiry. The
one-man commission appointed by the State Presi-
dent said in effeet that Mr Ball had lied to the
commission and had knowingly approved a

R100 000 overdraft to pay for the “Unban the ANC”
advertisement.

Mr King said today: “The purpose of the letfer is
to let First National Bank know that business lead-
ers in South Africa are supportive of them.

appeal to back Ball

<l¥3

“The letter says we have dealt with Mr Ball over

the years and have known him to be a man of

integrity. We will continue to deal with him and the
bank with confidence.” ,

The letter will be telexed to business leaders
today and later handed to the chairman of the
bank, Mr Basil Hersov. o

Mr King said the letter was for the bank’s pri-
vate use and that the names of signatories would
not be released. -
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E ASSURANCE

MEMBERSHIP in group life
schemes should be taken into
account in the course of personal
financial planning. They fre-
quently offer disability benefits
as well as strict life cover, and
have the advantage that a mini-
mum amount of cover is provided

without evidence of health.

A point to watch for is a “continua-
tion option” — the right to remain
covered even after leaving the rele-
vant employment.

_berty Life’s divisional manager (tech-
nical marketing), a group life scheme
Is an arrangement set up by an
employer to provide death (and other)
benefits to its employees and to their
dependants.

From a technical viewpoint, group
life schemes can be regarded as “a
series of one-year renewable convert-
ible term policies taken out by the
employer on the lives of his employ-
ees”,

So-calied “free cover” means that
the insurer will offer the members of

T e———
=
e i
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[ MORDIN of Liberty Life

As explained by Peter Mordin, Li-

the scheme a Iimited amount of life

Benefits of group life to employers

GROUP LIFE schemes carry important benefits for em-
ployers as well as for employees. Liberty Life’s Peter
Mordin notes that group life schemes constitute “an at-
iractive perk,” helping the employer to attract and keep
valuable employees. Because the basic policy is “equiv-
1lent to a one-year renewable term policy,” the life cover
18 relatively inexpensive:

The employer’s contribution will be tax deduectible if the
icheme is approved as a provident fund under Section 11(1)
f the Income Tax Act. Even if unapproved, the contribu-
{ion will still be deductible provided that the employer can

srove that the expenses were incurred in the production of

income in terms of Section 11(a).

Where the scheme has been structured as an unap-
proved “free-standing” policy (i.e., unattached to a pension
or provident fund), then deduction of contributions may
take place under Section 11(w), provided the policies —
following the deferred compensation route — are strue-
tured as company-owned.

Management buy-outs — following disinvestment — are
now an increasingly frequent phenomenon. The new share-
holders “will frequently be hard-pressed at the outset of
the venture,” so the ideal, inexpensive assurance will be a
group life scheme providing only for death benefits.
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assurance without medical evidence,
provided that a minimum proportion

of those employees eligible for mem-
bership join at its Enmwmcu (in order
to prevent the membership being
loaded with too many sub-standard
lives). Mordin says the proportion
usually required is 75%.

Postponed

If an individual member wishes to
obtain additional cover, medical evi-
dence will be required. But if the
member is found to be uninsurable
this discovery will not affect his or
her right to life assurance up to the
“free cover limit”.

There is normally a rule that an
individual employee must be at work
on the day when he or she becomes
eligible for membership, as well as on
the preceding 20 working days. If the
member is away because of illness on
that day, the commencement of cover
is normally postponed until aiter his
return “for at least two months of
consistent and continuous work”.

Mordin draws attention to several
advantages for the employee in mem-
bership of a group life scheme:

0 The entitlement to the “iree life
cover” already described,
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Removing the mystery

1 Convertibility on withdrawal. On

leaving the particular employment
hefore retirement, employees in Li-
berty group life schemes have the
option to convert the cover (up to the
free cover limit) to an endowment,
whole life or Universal Lifestyle
policy at the standard rates. The op-
tion is normally exercisable within 30
nmﬁm of withdrawal;
1At least amongst lower-salaried
employees,” group life is a method of
ensuring a minimum amount of life
cover which otherwise could not be
afforded — “so securing the interests
of their dependants”. Since neither a
pension nor a disability benefit is pay-
able under pure group life cover, the
employee will not forfeit a State pen-
sion;

] A member of a scheme which pro-
vides death benefits only will be re-
garded for income tax deduction pur-
poses as being in “non-retirement
funding employment”. But where the
scheme also offers disability benefits,
then Inland Revenue will classify that
employment as “retirement-funding
employment”. This classification en-
titles the employee to deduct up to
15% of salary in respect of contribu-

tions.
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So what makes
adequate cover?
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Robin Friedland

COVER equivalent to

five times annual sala-
ry — at least — should

be regarded as the
minimum protection
to employees and their
families. And a “con-
tinuation option” to
provide cover if the employee resigns
is also an important provision.

Gerard Ehmke, senior AGM at
Federated Life, says that group life
assurance is “one of the least expen-
sive but most important benefits”
that can be provided for employees.
But too little attention is frequently
given to optimising the advantages of
a scheme.

Since many employees will look to
the group life scheme to provide most
of their life cover, it is important to
make sure that cover is adequate.
When it is realised that a family man
with two or fthree small children
needs total life cover of around 10 to
11 times his annual salary during the
critical period when those children
are still at school, “you can see the
inadequacy” of schemes which pro-
vide cover of twice or three times
salary.

A minimum multiple of five times
salary should be the level of cover
provided. And it should also he re-
membered that — if current rates of
inflation continue for some time —
“what might seem to be an adequate
lump sum in the event of an employ-
ee’s death occurring today” could

-
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very well be “totally unrealistic in
money terms” even in five years’
time.

It is also important., says Ehmke, to
look after employees with sub-stan-
dard health. A group scheme can
offer generous ‘free cover” limits
within which no evidence of health is
required. Without this provision, such
employees would either lrave to pay
loaded premiums or go without cover
entirely.

As for the continuation option,
Ehmke notes that many employees
will regard the group scheme “as pro-
viding the greater part, if not all” of
their life assurance requirements.
They will feel “that the cover is ade-
quate” and therefore do not need to
make much, if any, further provision.

“This complacency is quickly de-
stroyed and replaced with alarm
when the employee finds himself re-
trenched or moves to a job where
there is no group life assurance.” The
cost of providing a continuation op-
tion is small, and ensures that em-
ployees can continue fo enjoy life cov-
er — without preducing evidence of
health — when they leave a scheme.
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Disability benefits

GROUP life schemes can incorporate
provisions for disability benefits —
either as a capital sum or in the form of
a pension. According to Graham Jef-
fries, senior manager, marketing ser-
vices, Southern Life, benefits are gener-
ally salary-related, and in many cases
include “capital disability cover” —
payable on the total and permanent dis-
ablement of the member. This cover is
“an integral part” of the group life cov-
er, effectively: “advanced” in total or in
part in the event of disability.

But any’balance of life cover not ad-
vanced would remain in force and be
payable on death. In view of the “diffi-
culties of establishing the permanence
of disability,” says Jeffries, there is “in-
variably” a six-month waiting period
hefore payment,

And, In the case of disability benefits,
generally the underwriters “are bound
by an agreement” (thruugh the Life Of-
fices Association) which “is designed to
limit over-insurance”. If a member
could obtain excessive benefits on dis-
ablement “there would he little incen-
tive to rehabilitate and return to work”.

Disability benefit arrangements may

exclude claims arising from war, riof,
or civil commotion, although some life
assurers do allow such claims. As an

alternative — or in addition to — cap-
ital sum disability benefits, there may
also be provision for a monthly benefit,
some aspects of which are:

JA typical benefit would comprise
1007 of salary in the first two years of
disablement, with a maximum of R8 000
per month, and 75% of salary there-
after, with a maximum of R6 000 per
month;

[1These benefits would commence
after an “agreed period of disability”
(one to 24 months). The longer this
period, the less the cost of the cover:
The income benefits would be pay-
able if the member is totaily disabled
“but not necessarily permanently so”.’
Members can thus benefit during a
period of temporary disablement;

0] Escalating benefits can be built in to
offset the effects of inflation; and

[J Provision can be made for a disabled
member to continue membership of his
pension fund, thus continuing to accrue
pension benefits until retirement and
enjoying death cover.

Those special features

GROUP LIFE schemes benefit from
certain specific characteristics of group
underwriting, which include the cross-
stbSidisation of older by younger em-
ployees, and the ability of the employer
to switch his insurance contract without
penalty to take advantage of better
rates. In the case of larger schemes, a
measure of self-assurance also becomes
a possibility.

According to Dave Geary, Sanlam’s

manager, communication services
(pensions), the cost advantages of a
group scheme are manifold. Adminis-
trative costs are reduced as a result of
simplified procedures. The spreading of
death risks over a number of lives en-
ables the insurer fo offer a certain
amount of cover without having to pro-
vide proof of health.
. The Insurance is not permanent. So
- the contract can be adapted as the needs
of the group change. But for some indi-
. viduals, permanence is seen as an essen-
%tial need — group assurance should by
its nature not be seen as a substitute for
individual assurance.

The underlying rates depend primari-

ly on age, but also on other risk factors.
Some schemes operate on the basis of
differential rates according to age —
wheré the premium for a member is

increased every year. “This is often un-
desirable,” and so group schemes most-
ly operate by way of an average rate for
all members.

This policy implies a cross-subsidy of
older members by younger — a situa-
tion to which members do not usually
object “when the employer also contrib-
utes to the scheme”. For this type of

" scheme to be viable, it is necessary,

however, to have compulsory member-
ship with the exception of an initial
choice at the inception of the scheme.
Sanlam, like other underwriters, re-
quires a minimum percentage of initial
entries, to ensure “that not only the
uninsurable employees enter initially”.

As schemes expand, they gradually
reach the stage where they are able to
apply a measure of self-underwriting

(with concomitant cost savings). In

these circumstances, the group life as-
surance industry accommodates its big
clients, often by gffecting the assurance
- on a profit-sharing basis.
In this case, the clieft is
refunded part of the ex-
cess of premiums over
claims during a specified
period. -

Alternatively, there
may be a basis of retro-
spective pricing, where
the client initially pays a
very low premium, but at
the end of the year makes
a supplementary contri-
bution up to a specified
maximum (to the extent
that claims exceeded the
initial premium).
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A WARNING against the concentration

of economic power in the hands of life'
assurance companies was sounded by

UBS CE Piet Badenhorst last night.

“The greatest threat to building soci-
eties today is posed by the life assurers,”
said Badenhorst, when receiving the
Business Day Business Achievement
Award.

“The description ‘life assurer’ is today
4 misnomer. Life offices have long since

Y KOENDERMAN \

€xpanded the life assurance business into

the deposit-receiving business — without

any of the statutory encumbrances appli-

Eiible”to other deposit-receiving institu-
ns.

Bader;hurst said the four largest life
companies accounted for almost 55% of
the total assets of all financial institu-
tions — banks, building societies, Post

iﬂc C ASSurers

Officr:;', unit trusts, participation bonds
and life assurers.

They enjoyed low tax rates as a pro-
portion of net operating surplus — 7% or
8%, compared with more than 40% by
the major building societies, he added.
“Every product they offer enjoys some
benefits under the Tax Act. And policy-

® To Page 2 :>
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life assurers

Badenhorst hits

holders even obtain certain protectio
through the Insurance Act in respect of

insolvent estates.

5\0@ ® From Pago g
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“The dice have been so loaded against
the building societies that they experi-
ence severe difficulty competing in the
market for the investable funds of the
retail sector.”

Thus, in 1970, for every R1 going to the
life assurers as premium income, R1,07
was channelled to the societies. But by
1985, for each R1 going to life assurers, a
mere R0,34 went to the societies.

“With one-third of the assurers’ rela-
tive share of the funds, the building soci-
eties are still depended upon to finance
the country’s housing requirements. Life
assurers, by contrast, have had the more
comfortable task of swallowing up the
shares of proven companies and contrib-
uting little to gross capital formation.

" UBS received the Business Achieve-

ment Award for its role in helping to
deregulate financial markets and en-

. couraging changes in legislation which

allowed building societies to convert
from mutual societies to equity-based
companies. Last December UBS became
the first building society to be listed on
the JSE.

The award has been made annually
since 1972, first by the Rand Daily Mail
and now by Business Day, to a company
or organmsation which has “demon-
strated extraordinary achievement mak-
Ing a permanent or long-lasting contri-
bution to the well-being of the economy”,

® See Page 9
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THE Institute of Directors, which re-
presents 1 500 South African directors
of companies, yesterday expressed its
support for First National Bank man-
aging direetor Mr Chris Ball in the
wake of the findings of the Munnik
commission.

In a statement issued yesterday, the
IOD — which said one of its major
objectives was to provide the individ-

ual director a voice in his own rig
said it was totally supportive of the
views expressed by Mr Mervyn King
and Mr Peter Wrighton in their letter
to First National Bank.

The letter was to have been deliv-
ered to FNB yesterday to inform the
bank that Mr Ball was held in the
highest esteem by his peers despite
the findings of the commission.

“The I0D upholds the
principle of free speech
and — accepting that
there is a distinet over-
lap between business
and polities, particular-
Iy in South Africa — be-
lieves 'strongly that it
| would be highly detri-
mental to the South Afri-
'l can economy if directors
| were obliged to ascer-
tain the political affili-
ations of other business

people prior to conduct- §

.| ing any legal business
f| with them,” the state-
*| ment said.

O Meanwhile, the re-
sponse from senior ex-
ecutives to a call for the
support of Mr Ball is un-
likely to be disclosed to
the public.

Mr King said the issue
was. a private one be-
tween business and the
FNB, whose chairman,
Mr:Basil Hersov, was at
liberty fo make it public
if he chose. — Staff Re-
porter and Own Corre-
spondent
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PROVISION should be made in the
Insurance Act for internal regulation
of members’ behaviour by an Insur-
ance Council, said Fred Haslett, MD
of SA Eagle Insurance, giving evi-
dence to the Melamet Commission
yesterday.

He said such a council would have
statutory recognition and disciplin-
ary powers, and could act on behalf of
the Registrar, The Insurance Assocl-
ai;ic:;n, SAIA, might be the body do to

at.

The commission, chaired by Mr
Justice Melamet, is inquiring into the
collapse of shori-term insurer AA
Mutual last year.

Haslett said insurance companies,
which were managed properly, would
pay attention to adequate estimation
of provision for claims, adequate esti-
mation of incurred but not reporied
(IBNR) reserves, correct unexpired
risk 'reserves, correct placing of in-
surance treaties and adequate quality
of business accepted.

He said if those practices were ad-
hered to, no insurance company
would ever go insolvent. He had never

Insuranc {lield
¢ NI o p\D
needs 1 at10
r |

understood why the solvency margin,

HELENA PATTEN _:|

was related to premium income and
thought solvency margins should be
related to liabilities instead.
Michiel Loubser, one of the provi-
sional liquidators of AA Mutual, also
gave evidence.
He said AAM had had profits of

R8m (Rl4m accumulated)} in 1985.

The following year it suffered losses |

of R42m (R39m accumulated). The
main reason for this was an increase
in claims paid and provided for —
from R188m in 1985 to R298m in 1986,
3 substantial increase.

The auditors had not wanted t0 ex- '

press themselves on the subject of the
adequacy of AAM's R4m reserves.
The provisional liquidators had not
been confident that R4m was ade-
quate.

Loubser said the liquidator should

investigate, as a matter of priority,-

the redemption of redeemable prefer-
ence shares and payment of a divi-
dend. There would have to have been
sufficient profit, but it had heen im-
possible to determine at what stage
the loss occurred., } :
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THE Institute of Directors, a 1500-
strong group representing company
directors, said yesterday it stood be-
hind businessmen who showed sup-

Directors grm@ backs Ba
al

MD Chris Ball.

" A spokesman said the institute

upheld free speech and accepted that Q

business and politics were inter- \

linked, particularly in SA. %
Meanwhile, the response from sen-

pnntinued backing of Ball, said the
port for First National Bank (FNB) issue was a private one between busi-

and that it was more important that |

i

ALAN SENDZUL

ess and FINB.

He added it was not his function to
ep a scorecard of the responses,

he bank knew of the backing it had in
‘our present economic and political

ior executives to a call to support climate”.

Ball is unlikely to be revealed to the

King expected the letier to. be

public. handed to FNB chairman Basil Her-

Mervyn King, one of the signatories SOV who, he said, was at liberty to.
Lto the letter that noted businessmen’s ~ make it public knowledge if he chose.

e
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| The Institute of Directors, made up
} of 1500 business executives, has
§ added its voice to support for First
National Bank managing director,
Mr Chris Ball.

In a statement, the institute said it
was “totally supportive of the views
expressed by Mr Mervyn King and
Mr Peter Wrighton in their letter to
First National Bank showing the
bank that Mr Ball was held in the
highest esteém by his peers despite
the findings of the Munnik Commis-
_S_i_DIl”; —

“It appears to the institute that
Mr Ball acted within his rights as
banker in granting the overdraft fa-

cility, given the authority he holds

from his board of directors,” said the
statement.

It said the institute upheld the §
principle of free speech and accept- §
ed that there was a “distinct overlap
between business and politics”.

In the light of this “it would be
highly detrimental to the South Afri- §
can economy if directors were ob- §
liged to ascertain the political affili- j
ations of other business people prior |
to conducting any legal business |
with them”, the statement said. "

Mr King and Mr Wrighton yester-
day asked 70 top executives to sup-
port a letter backing the bank and
Mr Ball. It is unlikely that the signa-

tories or names will be made public.
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Iife assurers up 1

SOME senior peopie in the life assurance
industry reacted strongly yesterday to
the critical comments directed at the In-
dustry by UBS CE Piet Badenhorst at
Business Day’s Business Achievement
Award banquet this week.

“1 am appalled that a man of inis stand-
ing could get his facts so screwed up,”
commented an irate Dorian Wharton-
Hood, chairman of the Life Offices’ AssoO-
ciation (LOA), adding his was a cominon
sentiment expressed by other members
of the industry at an LOA meeting in Jo-
hannesburg yesterday.

His response was echoed partly by Li-
berty Life chairman Donald Gordon, who
also holds the position of deputy chair-

L

j CHRIS CAIRNCROSS _

man of the UBS, and Sanlam senior GM
Johann Sohnge.

Gordon said Badenhorst might have
misunderstood-the situation, and it was
incomprehensible to him why he had
made them in the first place.

Sohnge said he had very real problems
with Badenhorst’s statements, as they
definitely did not square with the facts.

Badenhorst’s comments, which have
caused the industry’s blood to boil, were
that the four largest life companies ac-
counted for almost 55% of the total as-
sets of all financial institutions, that they
enjoyed low tax rates of 7%-8% as a pro-

r
-
120

. _ % . T
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portion of net operating surpius, com-
wwnma with more than 40% faced by

uilding societies; and they contributed
verv little to capital formation in SA.

e also accused life companies of
swallowing up the shares of proven com-
panies, and of having an unfair competi-
tive advantage over nanks and societies.

Wharton-Hood described these com-
ments as “absolute tripe”, and provided
figures to support his view.

On figures available for 1985, the Post
Office’s share of assetls was R6,8bn; unit

trusts R1,6bn; banks R63,2bn; building so-

cieties wmu._mwu“ short-term insurance
and other similar vehicles about R12bn;
and life companies R38bn.

UBS _oEom S A\moém *

This totalled about R144bn, of which
the life industiry’s proportion was only
about 26%, Wharton-Hoed contended.

Both he and Sohnge said Badenhorst
was also incorrect on assurers’ tax levels
and appeared to be culpable of ignoring
the accumulation of liabilities.

Wharton-Hood took issue with Baden-
horst’s implication that life offices were
encroaching unfairly on building society
and bank territory.

Gordon said life companies had been
so successful in attracting investment in-
come because they were “just being
bloody eificient, and doing a good job for
the investing public”.
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Upturn won’t mean m
jobs for blacks, says ZU_BS

+ /By Sven Liinsche

Thé domestic economy is
likely to achieve real
growth in the next two
years, but this will not
necessarily mean re-
duced unemployment,
says the United Building
SDCIEt}" in its latest eco-
nomic survey.

White unempioyment
is expected to decline,
but black unemployment

present levels, calculated
to be at the level of 1,4
‘million people ‘or 22 per-
“cent of the employable
pepnlatlen, the society
'says in its publication,
the Economic Monzitor.

This has beceme evi-

>1s forecast to stay at

. .dent recently from the
o substantlal decrease in

employment levels in
South Africa’s main in-
dustrial sectors.

The country’s two lar-
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gest employment sectors,
the manufacturing and
mining industries, (see
graphs above), have re-
corded negative growth
rates recently.

After rising to a peak
of 765000 in September
last year, the employ-

n J S

1985
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1986

ment figures declined to-
wards the end of 1986 and

the beginning of this

year.

Employment levels in
manufacturing have been
stagnant around
1,318 million for more
than two years, after de-
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clining rapidly from a
peak of 1,380 million in
1984.

The construction and
commerce industries
both decreased the num-
bers of their workers by
about 30 000 over the last
iwo years to 295000 and
740 000 respectively.

New assessment meth-
ods employed by the De-

. partment of Central Sta-
-tisties also led to radical-

ly revised official esti-
mates of black unem-
ployment — from an av-
erage of approximately
500 000, or 8 percent of
the economically active
population, to 1,4 million
(22 percent),

White unemployment
declined from 84000 in
the second half of last
year {0 approximately
70000 in the first quarter
of this year.

Most analysts and ob-
servers share the view
that, where job creation
is concerned, the outlook
is gloomy,

The society writes that,
compared to other indus-
trial countries, the unem-.
ployment level in South’
Africa will remain high
on, account of the grow-
ing number of unskilled
workers who are. entermg
the labour market-an-

1965

p B J S 0 nmn J 5D
1986 1987 .
nually.

Of the roughly 10 mil-,

lion people making-up |

South Africa’s economic-
ally active population,
the Science Committee of
South Africa estimates
that 30 percent can be re-
garded as having no: for-
mal education, while, only

3 percent have degrees;( or |

diplomas. L3,

The UBS adds that;twe .‘
traditional sources: of |

skilled workers — whltes -

and immigrants & are

steadily dumnlshlng RS
Concluding its analyans

the society says that, cen- 1
sidering the spare capaci- |’

ty In the South African-
economy, economic

growth will be possible |
without any need for new |
capacity — and thus aiew. [’

jobs — until at least 1988.

Good news for the indi-
vidual is that this year
wage renumerations are-
forecast to outperform
the inflation rate.«:: '

UBS expects a rise in
personal disposable in-
come of around 20 per-
¢cent in 1987,. basmg its
projections!-on- 1n1preved

corporate preflts and, {

agricultural wmenme eucf
cessful trade.union de-
mands and a 12,5 percent
formal civil servant sala*
ry increase., |
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JOHANNESBURG - The AA Mu-
tual Insurance Association was
“like a supertanker going down the
English Channel” in the last few
years as the company's growth
rocketed, the Melamet Commission

of Inquiry heard in the Rand

Supreme Court yesterday.

= “T just couldn’t think how a cap-

tain could do such a thing,” said Mr
Denzil Curgenven of Quest, an
insurance advisory service.

Quest analyses insurance comi-
panies and prepares reports on
them for it subseribers.

Mr Curgenven said he had

monitored and analysed the figures
for AA Mutual from 1973 to 1983.

He said that in 1973 motor vehicle
insurance formed 92% of AAM’s
portfolio. He said that from 1972 to
1982 AAM’s growth had been in line
with the market.

By 1985, motor business formed
62% of the portfolio as AAM had
gone into other classes of business.

“Net premium income increased

tremendously — far in excess of *

market growth,” Mr Curgenven
said.

He said from 1981 to 1983, AAM
grew by about 239%, compared
with a market growth of 130%.

But AAM’s free reserves did not
grow proportionally and hardly
increased at all, he said.

He said this was of great concern
to him as the growth was too rapid.
He had projected an underwriting
loss of R34 million if growth contin-
ued at the same rate.

Mr Curgenven said his analysis of
AAM's position had been printed in
a Quest report in March, 1986. This
had been sent to AAM for their
comments. It was only returned to
Quest around the time when AAM
was liquidated and no comment had
been made, he said.

The liquidator of AAM, Mr Billy
van der Merwe, said the liquidation
of AAM’s short-term insurance

business would take years.

He said it was “an attorney and
advocate’s paradise”.

He said insurance brokers, who
collected premiums worth millions
of rands and had 60 days to transfer

them to an insurance company,:

should have to account for the inter-
est earned on the money.

The Insurance Act said premi-
ums must be put into a trust
account — but he disagreed.

Policy holders should get the
benefit of the interest earned every
month on the millions of rands con-

trolled by brokers, said Mr Van der
MEFWE. )

Mr Van der Merwe said brokers
should have a control body such as

those for estate agents and atior-
neys.

An ombudsman would let the
public know there was someone
checking up on the insurance com-
panies and would save legal costs.
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Rag trade riches

Sadek Vahed, newly appointed to the board
of First National Bank (FNB), describes
himself as a “coal-face” chairman. It was
this hands-on approach, he says, which
helped him acquire rights to a prestigious
designer label in 1983, under the noses of
heavyweights in the clothing industry.

His Calvin Klein coup attracted the
grudging admiration of the clothing indus-
try. During Easter of the same year, his A M
Moolla Group bought three ailing clothing
manufacturers from their financiers, the
Trade & Industries Group, for R2,5m.
Vahed travelled five times to New York
negotiating the Klein franchise; and came to
an expensive but successful rescue of a ven-
ture in Isithebe, KwaZulu,

In the years after that, he persuaded bank-
ers and an apprehensive board to take over
an industrial site in Durban — at a profit of
R500 000 to speculators who had held the
site for one month — and then spent R1,5m
adding to one of the group's factories.

Audited balance sheet figures for the
group secured a place among the top 10 non-
listed companies in SA last year, in the
competition sponsored by Business Day, Ar-
thur Andersen and the Wits Business School.
The figures show that a turnover of R30m in
February 1983 increased to R59m last year,

Not surprisingly, with a record of decisive
and successful busi-
ness deals in the cloth-
ing industry, and
growing stature as an
employer (the group
has some 5 000 on its
payroll), the man who
learned his trade from
the basement up be-
gan to attract atten-
tiomn.

In 1985 Vahed was
appointed to the State
President’s Economic
Advisory Council.
There, he says, rat-
tling off the names of
some captains of
South African indus-
try, he was a “sardine
among the whales.”
He says he spends
more time listening

than talking.

Now he has been invited to join the FNB
board. “I was in Hong Kong when chairman
Basil Hersov phoned me. 1 was in Taiwan
when [ phoned back and accepted, and asked
him what he believed I could contribute to
the bank. He said that if I was good enough
for the Economic Advisory Council, 1 was
good enough for the bank.”

Vahed went to work instead of finishing
school, and this practical approach is evident
in his bearing and relationship with his staff.
He enjoys a reputation for earthy simplicity
and honesty.

It i1s this characteristic, rather than mo-
desty, which allows him to disclaim personal
credit for the obvious success of the A M
Moolla Group. “I have the finest manage-
ment team available,” he says, and means it.
The impression he leaves is that of a benign
gurt who has successfully communicated
business mysteries to his subordinates.

It was just such a benign guru who taught
him the clothing trade, and Vahed is full of
praise for the patience and foresight shown
by Dr A M Moolla, founder of the group and
of its largest trading arm, Kingsgate Cloth-
ing. Moolla came to the rescue of a widow at
her wits’ end, with her 11-year-old Sadek
showing great energy but little enthusiasm
for schoolwork.

Moolla tamed him by putting him to work
as an errand boy in the basement of Lockhat
Bros. It was a long and thorough apprentice-
ship, begun on a wage of five shillings a
week, but the lessons are not forgotten: “The
secret of success in the clothing business is
that you must buy right. And I still do ail the
volume buying for the company. Others can

teach me about fashion, about colour, but
they can tell me nothing about fabrics and

prices.”

Vahed says his contribution to running
FNB will be based on his experience as a
manufacturer and employer, and a “positive
attitude to the future.

“Three years ago foreign bankers
wouldn’t look at me when I went overseas.
Now they're regain-
ing interest, and they
attach a lot of impor-
tance to the develop-
ment of the new inde-
pendent political
alliance in this coun-
try,”” he says.

“I have great faith
in the future. How do
you think Indian peo-
ple survived and pros-
pered despite legisla-
tion like the Group
Areas Act? It is be-
cause they adopted
just such a positive at-
titude. | believe that
we face a challenging
but interesting future
¥& 1n this country, and 1
. § want to help it pros-
per.” B
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ROAD TRANSPORT

On collision course

Relations between the Public Carriers’ Asso-
ciation (PCA) and SA Transport Services
(Sats) have plummeted to a new low, with |
renewed PCA accusations of police harass-

BLACK BUSINESS

The financing conundrum

By now it’s become almost a cliche, but
emerging black businessmen still claim to
encounter considerable hostility in their
dealings with financial institutions.

'The charge goes deeper than mere access
to cash. It strikes at the social conscience of
money lenders themselves in the formal
financial sector. Bankers, however, claim
they are justified in adopting the cautious
approach — at least for the time being.

The major problem apparently lies at the
interface between strict First World financ-
ing requirements and the developmental re-
quirements of SA’s growing Third World
economy.

While SA has one of the most developed
financial sectors in the world, and no short-
age of capital to speak of, there is a desperate
need for venture capital to fund new entre-

| preneurs in the informal sector.

Banks often profess a willingness to help,
but frequently find the level of black busi-

I ness proficiency well below that which they

are accustomed to in the developed sector.
And herein lies the rub.

“Banks are steeped in a sophisticated First
World lending environment and to an ever
increasing extent are being asked to assist
businesses in an operationally Third World
environment,” says Roy Polkinghorne, Stan-
dard Bank GM in charge of small business
development.

“The availability of funds to black busi-
nessmen 18 being hampered to a certain ex-
tent by a reluctance on the part of financiers
to part with money to people who, through no
fault of their own, are not yet in a position to
manage money effectively.”

So, inevitably, the process of black busi-
ness development will have to involve adjust-
ments on all sides. Up until the early Seven-
ties South African bankers were basically
security lenders. Only recently have they
orientated themselves more towards cash
flow lending.

Criticism of their staid approach is, to
some extent, valid however. Many of the
black applicants they pass over are not just
hawkers and dreamers — as they would have
it.

Thabo Matsho left his position as person-
nel officer of Gundle Plastics in October
1984 to start up his own business — a factory
making shower caps and aprons for the hair-
dressing trade.

“I got a definite ‘no’ from the banks,” he
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ment of its members,

The PCA — 1ts 401 members own 12 783
vehicles — has subsequently withdrawn its
support for the Transport White Paper. It
avers that nothing has yet been done to
deregulate transport, while the permit sys-
tem 1s still very much in force — and being
enforced.

says, adding that since the Small Business
Development Corporation (SBDC) started
to expand its activities, banks have passed
the buck and are now even more reluctant to
finance new black businesses.

“The only time [ received help from a
bank was last year when Citibank lent mon-
ey 1o black businesses as part of an attempt
to appease anti-apartheid groups in the US,”
says Matsho.

His sentiments are echoed by Greater So-
weto Chamber of Commerce executive di-
rector David Maloane. “Banks ignore many
of the good 1deas emanating from the town-
ships, so loans are very hard to come by,” he
says.

Black Tree's Matsho
no help from banks

Fortunately Matsho, a Sociology BA from
the University College of Botswana, was
helped by the SBDC and is now operating
from its Orlando West industrial park.

Matsho's Black Tree business now em-
ploys 15 workers and manufactures 2 000
shower caps and 300 nylon articles, includ-
ing shampoo gowns, perm caps and tint
aprons, a day, But financing is not the only
hurdle.

As a Soweto businessman, Matsho is for-
tunately exempt from much of the red tape
that bedevils black businessmen elsewhere.
However, he sees little prospect of similar
black businesses opening up in “white” in-
dustrial areas.

“I can’t see much evidence of deregulation

At issue between the two groups is goods
conveyed by road {or reward. Central Statis-
tics Services research shows that Sats con-

veyed 4,1 Mt by road last year, or around 2%
of the 205 Mt conveyed by private sector

operators.
So why the big fuss about such a small

percentage”?
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yet,” he concludes.

SA Perm MD Bob Tucker agrees there
arc many practical problems. |

“Blacks have been told that they may hire
premises 1n the Johannesburg CBD at
R10/m? but they are still not allowed to hire
premises in any of the small business dis-
tricts where space is available close to poten-
tial markets at RS/m?™ he says.

Another area where changes need to be
made is in education and training. Polking-
horne says financial training is imperative. |
Standard, as a result, offers financial train-
ing courses to black businessmen throughout
the country.

Meanwhile, black businessmen who need
help in drawing up their business plans can
turn to the SBDC which has taken the lead
in township development. Maloane says it
has largely shed its old image as a govern-
ment agency. And, while its staffing struc-
ture and lending policies have been criti-
cised, it offers the best hope to those in the
informal and semi-formal sectors.

The SBDC’s Small Business Start-Up
Fund, for example, offers up to R300 000 to
approved new businesses with capital repay-
ment deferred for up to four years. This is
particularly suitable for import replacement
or export-orientated businesses.

Semi-formal new businesses can get up 1o
R30 000 under the Comprehensive Assist-
ance Programme, while the Mini-Loan Pro-
gramme allows up to R5000 to even the
most informal infant businesses. Other help
includes space in industrial parks and the
Entreprencurship Development Programme
(Business February 20).

But the SBDC, too, 1s plagued by limited
resources — total lending on the three
schemes to date has been below R120m — at

a time when the country is awash with cap-
ital.

The private sector is reluctant to give it
more financial support without either a tax
recompense or a State-subsidy on interest
rates,

Venture capitalists — and banks in par-
ticular — claim they need tax breaks before
they can commit themselves to the relatively
unknown territory of financing developing
business.

Sadly, it seems to be very much a chicken
and egg equation with the only prospect for
some 1mprovement being a willingness to
embrace change on all sides.
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BARCLAYS
Volumes needed

Results seen so far from major banking
groups show that the banks have not yet
shared in the rising profit figures reported by
industrial companies since last August. Rel-
atively static earnings figures released by
Barclays this week confirmed this.

Crucial to getting banking profits moving
again 1s a pick-up in demand for funds. As
Barclays deputy MD Barry Swart says, “the

colleagues on the exchange and the investing
public, to ensure — insofar as he cando so
— that a repeat of the 1969 debacle is
avoided.

Two further points are worth considering.
The first is that the majority of new listings
at the moment are DCM companies whose
share issues are being pitched — both in
terms of the size of the issues and their
pricing — primarily at the smaller investor.
From this flows the second point, which is
that the smaller investor is often less sophis-
ticated, and has fewer resources, than the
more professional institutional market,
Rightly or wrongly, he will tend to view a
broker’s name on a document as a stamp of
approval. Since this view is unlikely to
change, sponsoring brokers can do worse
than to ensure that their stamp actually
means something,

The JSE listings committee: While one

has every sympathy with the committee,
which 1s having to process an enormous
quantity of material, it would appear their
workload i3 going to have to be increased to
include a more direct monitoring/checking
function. Clearly, and as the Faircape pros-
pectus proves, existing checks are inadequate
and will have to be supplemented if JSE
listing requirements are to be properly ad-
hered to. In reality, the situation is not as
onerous as it sounds. For one thing, the
committee could, if necessary, use the re-
sources of the individual broking firms repre-
sented on the committee in the checking
process; for another the type of error high-
lighted in the Faircape prospectus is so ele-
mentary that it does not require a high de-
gree of expertise and will normally be
uncovered during the course of a relatively
fast check.

Finally, the investing public: The fact that
the Faircape prospectus was issued without a
squawk from anyone involved is, regrettably,
indicative of the level of protection you can
expect from “the system™ as it presently
seems {0 be operating. In one sense, this is
not altogether a bad thing, as it underlines
the necessity for you to do your own checking
before committing funds to a new listing or,

for that matter, any other investment.

lifeblood of the bank is lending money and
there we have seen no real improvement,
whatever the impression that might be given
by the profits coming from industrial and
mining companies.” Given the inflation rate,
and the persistently weak volumes of busi-
ness, Swart believes that the group did well
to lift attributable income for the six months
to end-March by 5,6%. Because of the
change in reporting periods, the comparative
six months 1s the half-year to end-June
1986,

All the banks” margins are under pressure,

Faircape argues, incidentally, that the er-
rors which it admits do exist are actually in
favour of shareholders, as they understate

T
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BARCLAYS STEADY_I

Six months to end June March

‘86 ‘87

Net interest income {(Rm) 389,17 412.2
Doubtful debt provision (Rm) 88,8 70,1 I
Other operating mcome (Rm) 2490 2866 I
MNet income before

extraordinary items {Rm) 78,2 B2.8
Earnings (c} 107.8 114,2
Dividend

— ardinaries (c)

35,0 35,0
— preferred ords (¢} ...... 78,76 7876

shareholders’ wealth. That is beside the
point; our object here is essentially to point
out the weakness of the system.

FAIRCAPE REPLIES

The figure of 10,29¢ given as the net asset
value in the “Salient Features of the Is-
sue” is indeed incorrect, as it does not
take into account proceeds of the issue.
Had this been done, the figure would read
25,49¢. While the error is regretted, it
does not prejudice potential shareholders’
interests. In fact, more to the contrary.

You state the pro forma balance sheet
reflecting the financial position after the
issue omits the costs. While the pro forma
balance sheet does, indeed, take proceeds
of the issue into account, had they been
received during the year to December 31,
1986, most of the expenses of the issue
have been allowed for in the profits fore-
cast for the period to December 31, 1987
~— In other words during the period in
which they will be paid,

The summarised three-year record
does project shareholders’ funds at De-
cember 31, 1987 as R2,468m. This was a
proof-reading error and the figure should
read R2,492m. Unfortunately, by the
time the error was noted, the document
had been printed. It was our view, that as
the mistake was on the conservative side
and not material, it did not warrant a
reprint and the consequent delay in the
listing procedure. You will note that the
correct figure of R2,492m translates into
a net worth a share of 33,23c.

You also say the net asset value of
33,23¢ does not take into account the
estimated issue expenses, nor has the
figure been adjusted for cost of the fore-
cast 2,5¢ dividend in respect of the 1987
year. The cost of the issue has been taken
into account in the pro forma profit fore-
cast of R580 000 after tax. The dividend
is only due to be declared and paid during
the 1988 financial year, as stated in the
prospectus. Your statement that the cu-
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mulative error of R287 500, or 3,82¢ a
share, is incorrect.

While the auditors’ report does state
that adjustments have been made to in-
terest payments, you comment that there
1s no indication as to whether the amounts
reflected have been added or deducted
from profits. The prospectus does state
that the figures were adjusted to reflect
the position of the company had it been
recapitalised throughout the period.
Clearly, the inflow of funds from the issue
would result in a saving in interest, and
the interest payment of R10 000 on bor-
rowings of R678 553 reflects this,

You also ask why virtually all the com-
pany’s borrowings have been classified as
current. In the case of Faircape, borrow-
ings are building bonds taken out on cur-
rent projects. These are then converted
into home bonds by individuals who pur-
chase completed dwelling units. While
the terms stated in the prospectus are the
actual terms of the bonds, they will have
been paid within the next 12 months
when the bonds are transferred to pur-
chasers.

It must be borne in mind that, in line
with the stated operating philosophy, all
units are sold prior to construction. Your
comment on the effect of the Faircape
listing on the value of the investments of
the two directors is correct. Their position
18 not unique and the investing commun-
ity will surely put a level on the shares.

Finally, we believe the professionals
involved did institute the necessary
checks. Unfortunately, the errors ac-
knowledged above did occur, but I would
emphasise that these understated the fig-
ures in both instances and could thus be
construed as being in favour of potential
shareholders.

.,
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THE BALL AFFAIR

by P
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Businessmen should
not be intimidated by
the State President’s
unfortunate treat-

ment of Barclays’
Chris Ball. It is a

8 the bows of business-
men who dare to chal-
lenge him that should be met with defiance.
The Chris Ball election side-show is hav-
ing detrimental short-term consequences for
the bank, which 1s unfortunate. But it 1s also
symptomatic of a changing relationship be-
tween government and business which, if 1t
continues, could be important for the surviv-
al of free enterprise in a post-apartheid
society. In the short term it could mean a
rough ride.

Simply put, the more that businessmen
demonstrate that neither apartheid laws nor
the capricious behaviour of beleaguered
{ Nats are compatible with the normal con-
duct of business, the more credibility a free
enterprise society will have in the eyes of
inteiligent black citizens. That suggests busi-
nessmen must in future be more — certainly
not less — critical of government intransi-
gence over reform.

The first duty of every CE is to preserve
the productive capacity of the assets under
his stewardship. Inevitably that means he
{ has to be aware of the environment, political
and otherwise, in which his enterprise oper-
ates.

Botha himself invited businessmen to par-
ticipate in politics at various celebrated con-
ferences. When, however, his reform initia-
tive retreated into rhetoric, he became
impatient at their outspoken concern. We
guess he will react again with mercurial
indignation as other businessmen express
views with which he does not agree. Given
the nature of the man, that is inevitable.
Given time, it could be his downfall.

Certainly, it will
enhance the possibil-
ity of some Brutus ap-
pearing within his
ranks. We should
never forget the deep
differences that exist
between Cape Nats
and those in the
Transvaal. Didn’t
Tacitus say of another
race a long time ago
something like: “They
are separated by high
mountains and mutu-
al animosities”? It is
true too of the Afn-
kaner.

Ball has been un-
fortunate, a victim of
circumstances as

Buckling down to P

{ warning shot across

The sad affair of Chris Ball and PW
Botha won’t be without an encouraging
aspect if it heralds greater business cen-
sure of apartheid’s incompatibility with
free enterprise.

much as Botha’s misplaced wrath. There,
but for the grace of God, stands many an-
other businessman Botha brought against
him the full force of sovereign power, parlia-
mentary privilege and a legal process which
might give the impression of a fair trial.

It doesn’t matter a damn to anyone who
cares to think about it, except the Nats,
whether Ball knew or didn’t know for what
purpose he advanced a relatively small sum
to a client. Many business judgments taken
in the heat of the moment could look illogical
In the ex-post glare of legal scrutiny, Proof
must be in the outcome; the advance to pay
for the controversial advertisement has still
not been proved commercially unacceptable.

Our government expects foreign bankers
to be politically blind when making loans to
this country. The same criterion must logi-
cally apply to local banks, within the bounds
of reason and the law. Ball's mistake was
that he did not make this clear right from the
outset.

Ball’s “trial” was not according to the
normal processes of court procedure which
enable the accused — in the course of de-
fending himself — to call witnesses and
cross-examine those giving evidence against
him. Even then, the presiding judge did not
find beyond all reasonable doubt that Ball
knew what he denied knowing. His judgment
was based on probability and his selection of
the relevant facts.

Even such a finding would be acceptable
were an appeal to a higher tribunal possible.
But 1t is not.
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The legality of the advertisement was
never in question. And after all the travail of
the commussion’s hearing and finding, the
slur on Ball's integrity and the damage done
to the bank, the State President — according

to his office — plans to take the matter no
further.

S0 it 1s difficult to assume any other mo-
tive than an election tactic. '

There may also have been an element of
vengefulness over the decision of Barclays
Bank Plc in Britain to withdraw from this
country. Ball’s unsuccessful attempts to dis-
suade his British shareholders by demonstra-
ting that the bank in SA could be used to
further the interests of blacks made him a
sitting duck for rightwing politicians,

Ball’s contact with the ANC has been
minimal. He was not among those who
visited Lusaka and drew Botha’s wrath. No-
where has he voiced support either for the
ANC’s objects or its methods. But he did
openly engage in discussions with ANC
leaders 1n Britain, himself supplying govern-
ment with tapes of the discussion.

In some quarters it has been argued, prob-
ably with more mischief than logic, that as
the bank, which is suffering, is greater than |
the man, Ball should be censured or dis-
missed. That, in our view, would not be in the
longer-term interests of shareholders.

First, Ball has done a great deal to over-
come the problems left by his predecessor,
whose conduct in no way parallels Ball’s.
Technologically he has moved the bank for-
ward substantially. There is, moreover, no
obvious candidate of similar stature and abil-
ity capable of stepping into his shoes.

This 1s the second leadership crisis into
which the bank has been plunged in recent
years. The morale of its considerable staff
would not be enhanced by another change.

If there be any argument for censuring
Ball, it must await the bank’s ensuing annual
financial statements, That is the proper mea-
sure of the conduct of
a CE.

Second, in view of
the changing nature
of the relationship be-
tween business and
government, the long-
er-term interests of
shareholders of what
is to become First
National Bank wili
better be served by the
shorter-term cost of
standing up to the in-
timidation of the
State President.

Nowhere is there a
better example of that
changing relationship
than banking. Ten
years ago any growth

é..s.
*

5

36

\QNANCIAL MAIL MAY 8 1987

\



o ull P ol

e TR AT ] IDE | e R T a1 -

T T TR LM TS TRE T W

ir 1 E= T e O =S T T ™ T Sl T k™

F= o el e Tl -

- — - | - - - L _ — —_— - — “——

in bank lending could take place only with |
the permission of Pretoria. It was controlled
by a quantitative ceiling, any movement of
which was determined by official command,
and not competitive market forces.

The result was that to increase lending,
and in turn profits, bankers had to go cap in
hand to Pretoria and plead a special case.
The skills of bank profitability were tanta-
mount to the skills of successful advocacy.
Implicit in that relationship was acquies-
cence to Pretoria. If you wanted to make
money, you didn't cross government.

Two things have changed since then. The
bank lending ceiling has been scrapped and
profitability rightly restored largely to deter-
mination by competitive forces. And a new j
generation of CE has emerged, no longer
inhibited by having to plead in Pretoria. Ball
is of that generation,

Of course, this is true not only of banking.
It prevails to some extent in other industries.
But significantly the new CEs in those indus-
tries that require protection, or depend heav-
ily on government contracts, are still wary of
taking government to task. Their inclination
is still toward special pleading behind closed
doors.

We believe that if this economy is deregu-

lated, decontrolied and competition 15 er.-

President Botha ...
electoral smears

couraged, there will be a rising tide of criti-
cism from young businessmen less inhibited
than their predecessors as their profits bump
against the vestiges of apartheid. That is
inevitable, despite the unpleasantness of any

intimidation that Botha may yet decide to

bring to bear.

As head of state, his power to do so is
considerable, especially il the clandestine
endeavours of the security police be used.
Businessmen, like politicians and journalists,
can never be sure now that their telephones
are not being tapped and that the most
conldential of transactions will not be open
to the abuse of parliamentary privilege for
political purposes.

The lesson in the Ball affair for business-
men — who rightly perceive it their duty to
continue to point out the contlict between
apartheid and free enterprise, and that dis-
cussion with opposing forces is not capttula-
tion — s that conflict with Pretoria must be
treated with the utmost circumspection.

Ball has learned the hard way that it is
unwise to shoot at politicians from the hip.
But confrontation there must be while the
Group Areas Act remains on the statute
books and until government acknowledges
that its constitutional reform 1s inadequate
and, in any event, off the rails.

Until those matters are adequately dealt
with, and no matter how many troops are
maintained on the borders or in the town-
ships, business will have to operate in a
community in which there is a rising tide of
violence. B

ESCOM’'S CORPORATE STRATEGY

Going

Escom, SA’s biggest corporate mstitution, is
sitting pretty. With assets of over™R34 bil-

lion, it has been dramatically and succ ssf ul-

ly restructured over the last two years. And,
according to chairman John Maree, tlghter
financial controls, improved decision-mak-
ing and clearer customer focus have been the
major benefits. *“*We still have a long way to
go,” he notes. “But I feel that the first lap is
successfully behind us.”

Maree, who took the reins in May 1985,
with the formation of the Electricity Coun-
cil, says that August that year was an auspi-
cious month in the life of Escom. That was
when the debt standstill was imposed —
forcing, in his words, **a major rethink of the

corporation’s funding ‘strategy. We had | .

planned on borrowing R1 400m overseas last
year, But suddenly this money was no longer
available to us. So we were faced with a
situation of having to balance our books
without placing too much strain on the limi-
ted local financial markets and pushing up
interest rates.”

In the event, Escom was able to revise its
budgets, and cuts of R1 000m were made in
operating expenditure with a similar amount
in capital expenditure for the years 1936 to
1989 (see graph). This target was achieved

last year. Staff cuts of 8 000 will account for
savings of around R160m alone over the next

for the glov

John Maree’s successes in other fields
have been matched at Escom. In the face

| of the cut-off of credit lines, the electri-

City corporation has tightened its belt
and planned soundly.

holding costs dn_thesc stores work out at
RS50m a year, that_adds up to significant
savings,”’ says Maree

In broad terms, he a that the aim has
been to run Escom like a budipess: “We have
had to turn what was a bureaugracy into a

couple of years. In addition, a planned | EECSEUREIIENER

over two years. “Given the fact that the

Escum s Maree ... dynﬂmm
tactics

meritocracy. Another priority has been to
decentralise the organisation. There 15 no
doubt that the man in the front linc generaliy
makes a better decision than someone sitiing
in head office. But that in turn means, on the
one hand, you have to have the rnight staff at
the front line, and management information
systems must work properly.”

Maree believes that people perform differ-
ently according to how they are structured
and led, and on the fevel of internal commu-
nication within an organisation. “This brings
into play the concepts of reward, promotion
and motivation. The days when people at
Escom received increascs simply on the basis
of number of years’ service are gone. That no
longer forms part of our thinking. Perform-
ance is the criterion now.”

He adds: “What matters is giving the
organisation clear direction and getting the
iorities right, In this regard we've put
ther numerous task forces to handle spe-

oblems, and the result is a lcaner but
more ;‘f ient organisation.”

This p\’}fgrmancc should provide a sound
basis for further business orientation in the
years ahead.

Escom at the moment has something of an
overcapacity problem, with huge new
3600 MW to 4000 MW thermal power sta-
tions still coming on sirgam or being built.
According to Maree: “We originally antici-
pated that the growth in the demand for
electricity would run at around 8% as it did

—trwn o=
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Business Development
Organistion is to be
officially launched at the

Lynnville Hall, Witbank,

tomorrow at 3pm, a

spokesman for the

organisation, Mr Bongani
'Q‘;( Cibi, said.

Mr Cibi said they are
expecting people from
Middelburg, Belfast,
Ogies and surrounding
areas. Among the aims of
the new organisation are
to assist aspiring
businessmen financially,
offer advice and ‘give
lessons on business.
Noted business lecturer,
Mr Phil Khumalo, will be
the guest speaker,
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excluded from cover

By MAGGIE ROWLEY

THEFTS initiated by domestic
workers will be excluded from cov-
er by Santam, the country’s largest
short-term insurer, in a major
clampdown on policy holders,

Mr Jack McLachlan, deputy gen-
eral manager, said today there had
been an increasing number of thefts
initiated by domestic workers, par-
ticularly in the Pretoria, Witwater-
sand, Vereeniging area, in the past
12 months and the company had
been forced to introduce new re-
strictions.

All new policy holders in this high
risk area were automatically being
excluded full cover for such thefts
and long-standing policies were be-
ing reassessed.

Policies were being written with
restrictive clauses limiting the
amount an insured person could

claim in such instances to between
R200 and R500.

ASSESSED ON MERIT

The incidence of thefts initated by
domestics was not as alarming In
the Western Cape and as a result

olicy holders were not automatical-
y excluded cover. Each case was
assessed on merit, he said.

“If a policy holder claims for a
theft initiated by a domestic worker
we will access the claims history of
that person, and if necessary, We
will introduce a restrictive clause 1n
their policy.”

Mr McLachlan said the move was
to encourage policy holders to take
better precautions when employing
house help.

“you find some people employ
servants straight off the sireet with-
out bothering about references,

“They go off to work giving em-
ployees the run of the house, putting
temptation in their way. They then
come back and find the domestic
worker and half their possessions
gone.”

In the latest issue of Focus, San-
tam’s newsletter for brokers and
agents, Mr Piet Bester, senior man-
ager (underwriting), said rough criti-
cism levelled against the insurance
industry for insisting on the installa-
tion of anti-theft devices or for can-

celling some policies was complete-
Iy unjustified.

Each branch kept statistics of
burglaries and thefts in its region
and could pinpoint the risk potential
of its area and even indicate which
thedworst and best streets were, he
said.

“When it becomes clear that an
above average number of claims are
coming from a given area, steps are
taken to correct the position.

‘““As far as burglaries are con-
cerned the urban areas are the
worst and incidence of burglary is
greater in those suburbs which ad-
join black areas in which unemploy-
ment is high.”

He said the entire country had
been ranked according to risk and
Johannesburg fell into Risk Area (
— the worst of all.

Next, in Risk Area 1, were places
such as Krugersdorp and other Reef
towns, while Pretoria was in Risk
Area 2. Cape Town, Durban and
Port Elizabeth fell into Risk Area 3,
Bloemfontein in Risk Area 5 while
towns such as De Doorns and Klein-
mond, were nearer the bottom of the
list but still ranking in Area 7.

Other clampdowns introduced by
Santam include:

@ All houses in Johannesburg and
Pretoria must be burglar-barred be-
fore an insurance policy will be 1s-
sued,

® Identification marks such as
registration number or chassis num-
ber on all windows of insured cars
in Johannesburg. In addition, all new
policy-holders in Johannesburg have
to have anti-theft devices in their
cars.

Mr Bester said the company had
also put a reverse no-claim bonus
system into operation with premi-
ums being loaded with the first
claim.

The company then looked at the
cause of the claim. ¥or example,
was the teenage son the driver at
the time of the accidents, giving rise
to three successive claims? If so,
that particular driver would be ex-
cluded from policy cover.

Next would come larger eXcesses

and if claims still continued at an
unacceptably high rate, the compa-
ny would cancel the policy, he said.
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By DEREK TOMMEY
Finance Editor

MR PIET Badenhgrst—thief
executive of the United Build-
ing Society, has launched a
sharp attack on the life insur-
ance industry.

The life offices were the
biggest threat to the building
societies, he said this week.

They were no longer just
assurers but had expanded
into becoming deposit takers,
without having to abide by
the restrictions applicable to
other deposit-receiving insti-
tutions.

He also accused them of re-
ceiving more favourable tax
treatment.

“Every product they offer
enjoys some benefit under the
Tax Act,” he said.

PAY TRIBUTE

The attack came at a din-
ner in Johannesburg on Mon-
day to pay tribute to the Unit-
ed Building Society.

Present were the cream of
Johannesburg’s financial com-
munity, including Mr Donald
Gordon, deputy chairman of
the United and chairman of
Liberty Life.

Life office officials have
denied that their companies
have been encroaching unfair-
ly on building society and
bank territory.

But building society offi-
cials have good reasons for
being concerned by the com-
paratively slow increase in
the flow of funds to their soci-
etles in recent years, and the

figures suggest.-thdt the life

Lion
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went to the life offices. In
1985 they received only 34c
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" Mr Piet Badenhors

offices, and last year the posi-
tion was probably much
worse.,

While the assets of the life
assurance industry soared by
R18-billion in the 12 months
ended December, those of the
building societies rose in the
nine months ended September
by only R2,7-billion.

This low rate of increase in
building society deposits has
serious consequences both for
the house-buyers and the
building societies.

Building society officials
said this week that if the in-
flow of funds did not improve
it was almost certain that
mortgage rates would have to
be increased which could re-
duce the demand for new
mortgages and restrict the
growth of the building societ-
ies.

This would not be welcome
)y the building societies now
n@%ﬁ%ﬁm&.ﬁﬁmn and
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their problem

-

officials

on inflation which has meant

they have been able to offer -

of their investments in recent
years.

But at the same time they
feel their competitive position
against the life offices has
been weakened by the favour-
able tax treatment accorded
certain policies.

For example, no tax is paid
on the proceeds of a single
premium endowment policy
as long as it is in force for
more than 10 years.

This means that all the in-
come accruing to the policy
during its 10 years duration is
paid out untaxed to the inves-
tor together with his capital.

The building societies have
nothing like this to offer.

The maximum rate of in-
terest they are allowed to pay
on the only tax-free invest-
ment they have is 7,5 percent,
which is about half that cur-
renily being paid by the in-
surance companies on endow-
ment policies.

Moreover, investors can
only put R20 000 in these
building society tax-free in-
vestments, while the amount
they can invest in an endow-
ment policy is unlimited.

* WITHDRAWN MILLIONS

It is known that a great
many investors, both big and
small are frightened by the
current high inflation rate
and have withdrawn tens of
millions of rands of savings
from building societies and
invested the money in single
premium tax-free 10-year en-
dowment policies.

However, some observers
believe that part of the an-
swer to the bhuilding societies’
problem is not to seek to limit
the life insurance industry’s
fax concessions. R
__Instead, it is argided,- they

_should try to get the;same
concessions so they

F W

could of-

. fer similar produets. . .,
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wcmgmm in South Africa should not hold its — Mm&cu will have any short-term impact on
reath for the reaction of overseas markets to . . € economy.

the electorate’s shift to the right. but (o hm&ﬂ the &.ma#oau what &em.w the future hold for business;? “If gold remains in what looks like long-

verdict will be crucial. Finance Editor AUDREY D ANGELO asked the experts. term bull market, if we can maintain our
Initial indications are that the economy has - current account in enough of a surplus fo

some breathing space. Campher sees the situation as flujd. It was  dates made a good showing. _ cover our international debt without stifling
Foreign commercial reaction will not be

‘ significant that some of the successful "1 think the overseas financial market:s will ~ growth, if we can get control of inflation and
rushed, and it may not be too harsh. Prospects National Party candidates interviewed after wait to digest what is h

appening. So far they  ease the burden of fiscal drag on individuals
nmmurmbnmmmﬁwm#w. mwaawmﬂgmmraﬁﬁmgﬂn?m election emphasized they had been elected have barely reacted. | 80 that they can help to spend us out of
hold the key. with a mandate for reform. “Everybody is being very cautious and| say-  recession — @_mmm are some of the things we

Local businessmen and economists believe The Nats were now much more broadly ing: ‘Let’s analyse what has happened; and need to sustain a revival,
overseas bankers and investors will wait t6  based than before and it might emerge that whatis going to happen’. I think they wiill sit
see whether meaningful reform will be carried

“In the longer term of course we ne d exter-
: many of the younger MPs had ideas of reform  and watch. The crunch will come on the Ciroup 5. onge LISE we nee
out — and, in particular, if the Group Areas i

nal and internal confidence in our stabili
: . differing from those of the older generation.  Areas Act because there are firm VIEWS On g, the political changes that will get mmunnu..
Act is abolished. Camphor maintains the much of the new  that in the NP on both sides of the spectriim.”
Leon Campher, director of managed assets  crop shares

* ti lifted and foreign investment back.”
the opinions of the independents, Camphor expects the election resultis to :ﬂw I mm H. M” ves EM d d
at Syfrets, has already conducted a snap tele- but have been financially unable to stand as strengthen the hands of activists and lesad to B dowell maintains, wo €pend on
phone survey of London businessmen. He is

independent candidates, increased industrial unrest. On the other ~ Whether the National P E&W Eﬁmwmumwum m_wm
relaxed: “T think the result of this election will Pointing out that the swing to the right  hand, labour troubles would be ameleriorateq  Mandate to be to mnnm_wu.mﬁm re10Tm and whe :
not have an immediate major impact on the might have been exaggerated, Campher if the economic upturn continued. er that reform goes far enough to get mos
economy one way or another. says:“The Conservative Party has fewer seats He thinks

, however, that it was vitall for  People on board and pulling together”.
b “The popular press in Britain and the US than the PFP had hefore

the election and their deregulation of small business to be speeided
ave been negative, but businessmen want

“The ending of the Group Areas Act and of
) | -gains were all in one part of the country. up because the formal sector cannot provide  separate education would bring major boosts
stability. “The Wall Street Journal has pointed out sufficient jobs, |
“And if stability in the short term is what

fo the economy in the form of housing develop-
that the Conservative Party gained only in Rate Jowell, senior lecturer at the UCT ment and rational use of our human and

. 8pecific areas and that the independent candi- Graduate School of Business, also doubts the physical resources.”

you want, the National Party will give it.”
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Own Correxpon

LONDON. — Campaigning
anti-apartheid groups have
ended their 17-year boycott
of Barclays Bank, which

they initiated because of

the bank’s links with SA.

Following Barclays sale of its
SA banks, the Anti-Apart-
heid Movement (AAM) and
the campaigning group,
End Loans to Southern
Africa (ELTSA), have an-
nounced they are dropping
their campaigns.

A spokesman for Barclays
said vesterday that they
were delighted to hear the
news.
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He added: “We are delighted
our critics have recognized
that our disinvestment is
real and not cosmetic and
expect now to see the boy-
cotts totally removed, par-
ticularly among students.”

He said he was unable to es-
timate how much the 17-
year-long campaign had
cost them. ..

But as the ecampaign is with-
drawn from one sector, it is
directed now with intensity
against Shell Petroleum
and Standard Chartered
Bank.

Today sees the start of a
week of action against
Shell, which will be taken

up vigorously, particularly
in the UK, the Nether-
lands, Scandinavia, the US,
France and Australia.

In London Shell’s West End
headquarters will be pick-
eted on the eve of the annu-
al general meeting, which
takes place on Thursday,
and fiiling stations in 15 to
20 cities in the UK will be
picketed as well.

At a conference in Lusaka,

organized by the Pro-

gramme to Combat Racism
{(PCR) of the World Council
of Churches, which ended
its meeting on Saturday, a
call was made for the ex-
tending and strengthening

of the boycotts against
Shell and Standard Char-
tered.

The secretary of ELTSA, the
David Haslam, said that
the National Westminster
Bank would also come un-
der pressure because of its
links with SA. Together
with Standard Chartered,
it will be one of the chief
targets for the boyeott cam-
paign against banks.

The AAM and ELTSA have
concluded their boycott of
Barclays, though they are
well aware that it retains
over £700m in loans, a
statement said.
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¢ — As market presci-

ence had suggested,
the Nedbank
Group’s taxed profit
for the half-year
ended March 1987
soared spectacular-
ly to R58m, a leap of
80% on the R32,2m earned in the com-
parable period last year.

Earnings a share, however, rose
only modestly to 37,2¢ from 35,7¢ be-
cause of the 73% increase to 156m in
the weighted average number of fully
paid shares in issue.

The interim dividend has been
raised to 11c a share from 10¢ with a
marginal reduction in cover to 3,4
times. .

The provision for bad and doubtful
debts was R43,7m against l43,3m at
March 1986 and R119,3m when final
accounts were drawn at September
1986.

_ All the subsidiary banks recorded
improved performances.

Rid of incubus

The UAL Merchant Bank more than
doubled its contribution to group
profits with taxed earnings of R11,1m
compared with R53m and with newly
acquired Finansbank weighing in
with a maiden R5m.

The biggest earner was, of course,
the commercial bank. now rid of the
Triomf incubus. Its profit rose from
R21,8m to R32,4m. Nedfin turned a

Y. A 4 -.-.-.—J- L 3 .

loss of R2m into a profit of Rlm.
syfrets and Nefic showed marginal
improvements, with Cape-based Sy-
frets earning R6,1m and Nefic R3.8m.

An analysis of the figures shows that
the group really recovered in the
second half of the last financiai year
from its severe setback and that in the
reporting period real growth was
minimal.

The group held its ground in what
has been a very difficuit time for the
banking industry.

~ Advances have grown by only 1,2%
In the six months to RY,162 billion

while deposits were 2,4% higher at
R11,32 billion.

Tangible sign

Chairman Owen Horwood and CE
Piet Liebenberg comment in the pub-
lished statement that the quality of
the earnings has improved and that
this improvement is expected to con-
tinue in the current six months.

One can infer that the 10% increase
in the interim is a tangible sign of this
expectation.

On the increased capital the 11¢ in-
terim dividend has cost R17,.2m com-
pared with R9m last year, leaving
retained earnings of R43,1m.

Assuming taxed income at the same
level for the financial year as a whole,
the group should earn at least R116m
and a final of 22¢ a share (20c last
year) appears to be feasible. It would
involve a distribution of about R51,6m
for the vear with cover slightly less

than in 1986.
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.CAPE TOWN — The joint parlia-
-mentary committee on pension
benefits has come up with proposals

.~ for preparing a new long-term-tar-
Jelt Eension system.
t

&

as also called for urgent attention
to be given to a dispensation which pro-

..vided for the financial needs of all eco-

. nomically active people.
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In its report, the committee has not
ecommended any detailed prescriptive
‘answers” or legislative steps to pen-
“sion-related problems — which have
been the subject of several official in-
Vestigations during the past 25 years.

Instead, it has adopted a more cau-

~ ‘tious approach, merely outlining a num-

f

. .ber of basic principles around which it

believes a new system should be framed.

w~ Lhe committee recommends that its

"y 0

. which will comprise pension experts,
" employee, employer and State represen-

W

role should now be taken over by a more
.broadly-based independent body — es-
tablished as a matter of urgency —

tatives.
Its primary task would be to work out

~. details of a suitable pension dispensa-

tion; and any working models subse-
quently formulated should be fully test-
ed for validity and broad acceptability
in a scientific research study by a body
such as the Human Sciences Research
Council (HSRC).

- Some of the guiding principles set out
by the committee were:
L The State will have an ongoing re-
sponsibility to provide for those who

have not been able to provide for them-
selves.:

L)The principle of self-provision with
employer support where applicable
should underlie the system:

[JAny future system should allow the
ultimate objectives to be achieved by
various means;

Tﬂ ﬁ+;+1 14
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' CHRIS CAIRNCROSS |

THE decision of the joint parliamen-
tary committee into pension benefits
not to be prescriptive in its recom-
mendations for a new pensions sys-
tem was expected to be greeted
with relief by the pensions industry.

Particularly welcome was its re-
fusal to recommend a freezing of
pension fund contributions, in that it
was feared such a step couid dam-
age labour relations.

Initial response from the pensions
industry yesterday was that a diffi-
cult and sensitive task had been
done with great understanding.

W

D Voluntary and negotiated preserva-
tion at sufficiently high level must be
encouraged. All preserved amounts
should be seen to include a fair share of
employer contributions and a fair return
on the amount invested, while appropri-
ale tax incentives and disincentives
could be provided to all parties involved;
1A dispensation which wil] provide for
satisfactory retirement benefits is pro-
posed as a basis for further discussion.

As well as these principles, the com-
mittee recommended the means test
should be amended to provide en-
couragement to the provision for even
smaller pensions; and to remove the in-
consistencies which exist between the
treatment of private means in the form
of lump sums and income.

Furthermore, it declared that the fa-
vourable tax treatment on lump sums
vis-a-vis pensions should be addressed
and rectified.

And, in recognising the need for pre-
scribed asset requirements by pension
funds, a wider range of investments in
that area should be allowed.
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i Under the new scheme, employees pay 5% trial Council for the Textile Industry to ¢
-1 THE Development
its | Bank of SA last year
m- | approved 105 of the
18- | 200 loan applications eve 0 ! I !en
led | 1t received — a total 1 |
ry. | sum of R602,4m. .
re-~ In the first three {
of | months of this year an O a S
tit | the bank concluded 1
m-~ | about 20 loan and A
F back-up agreements d
ns | for development pro- 0 anS r b
(i | Jects in various home- (
en | 1ands. | ‘y Y
, On April 28, the t
= | Pank for the first time I I l 0 S (
signed loan agree- g
a- | ments with five black ;
IIEE town ;;:ummittees out- .
iInts | side the independent states and self-gov- :
eof | erning territories in Natal. © SOPHIE TEMA y
urn [ The Venda Department of Works will é
Pri- | receive a R20,54m loan for the upgrad- U A grant of R144 150 to the Venda gov- ||
VeS [ ing, surfacing and remedial construction €'Pment for the formulation of a devel- || t
ved; | of the Sibasa-Wylliespoort road. Opment strategy
' for Up to R16,2m will be made available = TWo loans tut_allm_g R9,16m for exten- {
pro- 1 to the Venda Department of Water Af- Si0nS to the University of Venda. i
on. | fairs’ Nzhelele regional water scheme & R70000 to compile a project plan for f| ¢
om- | for the storage, purification and distri- a0 Irrigation scheme of about 200ha in
test | bution of water to 27 rural villages and the Mulenzhe area in Venda.
en- | schools. [3 The expansion of Setsing business cen- t
ven The Venda Agricultural Corporation € in Phuthuditjaba will receive :
fI0- | will receive two loans totalling R295 600 127 000 through the QwaQwa Develop-
the | to sponsor the settlement of small far- ment Corporation as a pre-investment f
Orm | mers on irrigated plots. techinical assistance loan.
' Three loans totalling R1,46m will be U 11e KwaZulu Finance and Invest-
t fa- | made available to the KaNgwane Farm- ment Corporation (KFC) will receive
ums | er Support Programme for the provision ~1110mas a back-up guarantee to comple-
ssed | of production inputs, mechanisation ser- Ment the resources of its subsidiary —
| vices, credit, marketing, and extension ¢ KwaZulu Housing Committee.
pre- | to the KaNgwane Agricultural Develop- S Four loans totalling R8,95m to the
sion | ment Corporation. KFC for the establishment of an emer-
F 1 | Other loan agreements include the fol-  8¢NCY fund, the financing of training
lowing: programmes and counselling services.
i b e |
ilek.ﬂhm ~ 1 e T OO I, n.f.‘]..bmmv 7TEN ALY
3/4140. assistance available. Quick deliveries.
idard Bank Building, cor. .
Cradook Avenues. TEL: M Fisher, AEROPACK

el: 788-0727/8. (011) 614-1931
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By TOM HOOD
Business Editor

|

ONE of the big three
building societies, the
Perm, has raised its
home loan rates and

others are likely to fol-’
low.

New borrowers pay the
new rate of 14,5 percent
from today and thousands
with existing bonds will pay
the extra 0,5 percent from
June 15,

Bond rates are under pres-
sure because societies face a
revenue crunch. Investors are '
putting their cash into the |
rocketing stock exchange,

The Natal Building Society
has already anncunced a bond
rate rise of 0,5 percent from
June, bringing it into line with
most other societies. The in-
crease follows a rise in rates
paid to savers.

The spectacular perfor-
mance of the Johannesburg
Stock Exchange this year made
many people, especially pen-
sioners, reconsider their invest-
ment in building societies.

A million rands a week is re-
ported to be pouring into one
unit trust alone, most of this
cash from small investors.

All-time peak

With election uncertainties '
over, the JSE industrial share
index soared to an all-time
peak of 1894 points today, a
gain of 12.

One Cape company, Waltons |
Stationery, today announced a .

. 44 percent ‘rise in dividend -
L. payouts for the past fina:vial |
. year. Another local company,
b Faircape Homes, listed a week

ago when its shares were sold
for 60c, saw them almost dou-
ble in price to 115¢ yesterday.

Mortgage funds have also

been eroded by life assurance
companies offering invest-

ments which keep pace with in-
flation.

But a mini housing boom has

roduced a big demand for
onds.

|

]

The number of applications
for home loans continues to °
rise, said a spokesman for the
NBS today.

\

Market rate

One of the smaller societies,
the Eastern Province, says the
soaring demand is beginning to
exceed available funds.

The largest society, the Unit-
ed, says home-buyers must be
prepared to pay a market rate
for loans.

The United granted loans to-
talling R240-million in Febru-
ary, up 40 percent on February
last year.

In a statement today, the
Perm said when rates were re-
duced {o 14 percent it was ex-
pected that the cost of funds
would fall, “however, persis-
tently high rates of inflation
have mitigated against longer-
term savings and the funding
cost has not reduced as expect-
ed”.

A rise in investment rates .
was not contemplated at the

moment, said Mr Peter von

- Broembsen, marketing manag-

er, today.

Mr Chris Ball, managing di-
rector of First National Bank,
which is not adjusting its 12,5
percent rate, said today the
building societies had misread
the deposit market in the past
and their borrowers were now
paying the penalty.

iant travel indaba

DURBAN—_A trayel indaba,
one of the worldsTs biggest and

st important tourlsm indus-
try get-togethers, will be held
at the’Durban exhibitioy centre
next week. — Sapa.




I, its third last
repayment of quarterly tranches on a SDR795m
credit facility incurred in November 1982

The balance outstanding with the IMF is now

SDR200m and will be repaid in equal amounts of
5 SDR100m in August and November.

A central bank spokesman said that at this stage
SA did not need to extend its facility with the IMF.

. “On paper we are a member of the World Bank
and the IMF but in practice renewing the IMF lqan
might be lot less simple should we decide to use it,”
he said.

SA’s previous payment for SDR100m (R240m) was
made at the end of February 1987.

The exchange rate of the rand to the SDR is set
each year by the IMF’s annual adjustment meeting.
At the current market rate the SDR is worth $1,31
and against the rand it is SDRO0,6496.

In 1982, the IMF granted SA credit for SDR1bn, of
this amount SDR795m was drawn. SA used SDR159
in terms of the IMF’s normal standby facility and
SDR636 under its compensatory financing facility.
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In Mortgase rate
o AR g g

i fY %“\ ' o .

By:ﬁ‘gtank Jeans (.b\ would decline to facilitate that f

e g reduction, |
The Perm 'iiig Nata] building “However, persistently high
sucietiesjare‘increasing their inflation hag mitigated dgainst | -
bond rateg by 0,5 percent from longer term 5avings and the |
June. Biit other major building funding cost pag not reduced gs
societies — the Allied and Unit- €xpected.”
ed — are not immediately fol- The Perm js raising its bong
lowing suit. rate by 0,5 percent to 14,5 per-
The decision by NBS ang the cent, .
Perm to raise their bond rates The NBS adjustment to
has drawn strong criticism from 14 percent now brings its rate
Mr Chris Bali, managing direc. into line with that of most other
tor of First National Bank. First societies,
National, which has 5 home loan Spokesman sajd: “Regretta-
rate of 125 Percent, will not bly, since our deci§iun was
make any adjustment, taken to reduce our rate to
“The lending rateg of the 135 Dercent, there hag been an
building socjeties reflect the ex- Increase in investment rates and
tent to.which they have misread  this has necessitated a smalj ad-
the deposit market in the Past  iustment in the mortgage rate ”
and thejr burruwing customers Mr Geoff Bowker, senior gen-
are now paying the Penaity of gpy] anager of the Alljed said;
that action,” Mr Ball said, “Allied has no announcement to
The increase by NBS and the make in regard tq its bond
Perm TeVerses the round of rate’ .y PhLo. ey
bond-rate ents started last yegp. TheWniteqs séneral manag.
with the major banks Standard er, Mr Martip Keyser, said: “We
and Barclays Coming down to gpe not putting up oyr boid rate
12,5 percentj and we have no Plans t6'do so in
The NBSz ez Which had takep the immediate future 1y
the lead among the societies by Expanding on his ‘chiticism,
reducing itsirate to 13,5 percent Fipgs National Bapk MD Mr
— and the Perm, have been Baj said: “On the de‘p*ﬂsi; Side,
under presstire op investment we Compete fully with the Socie.
rates and it'is helieyeg the Unit- ties for funds except iy’ those
ed and thesiAllied myst als0  areas where the law gives them
move on thejr morigage rates, an unwarranted ang oyt of date
A Perm Spokesman Says: “We  preference to issue tax: exérmpt
have alwayéumgthained 4 re-  investments, which simply ‘dis-
sponsible attitﬁ@g;ﬁp the level of tort the market, o
mortgage interes Tates. q, . cuts . The sooner this anomaly is
“When rateg we;raa;gg‘:ghﬂ;;,,xfe;mr;emnved the better, Interest
duced to 14 percent if was.ex.. 'rates have.settled and ape likely
Pected that the cost of funds ~ to contifiue their current levels ”

J—
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mortgage
rates

JOHANNESBURG —
None of the hanks active
in the home-loan market
intend making an
announcement on their
mortgage bond rates,
according to a radio
report.

The SABC says the SA
Perm vyesterday an-
nounced an increase of
half a percent t0 14,5% on
existing bond rates with
effect from June 15.

Saambou, the UBS and
the Allied are not moving
on their rates for the
moment, while the Natal
Building Society is ex-
pected to make an
announcement next
week.

Mr Hendrik Sloet,
managing director of
Saambou said the adjust-
menf in the mortgage
rates last year was too
steep and he had no doubt
that rates would go up
during the course of the
year. ;
He said it remained to;-
be seen whether there
would be a gradual risé*
or whether a bigger
increase_of between 1% -
and 1,5% would be made
towards the end of the
year. — Sapa
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AAM:,
lays off
Barclays
atter
sell-out

LONDON:— The Anti-
Apartheid Movement
(AAM) has formally
ended its 17-year cam-
paign .against Bar-
clays Bank, claiming
that its protests forced
the bank to sell its
South African assets
last year. '

The AAM’s chair-
man, Labour MP Mr
Bob Jughes, an-
nounced that the cam-
paign .was  being
called off because it
had “achieved its ob-
jective,” but he war-
ned the movement
would keep a close
watch on-Barclays and
other British banks.

The movement’s
general secretary, Mr
Mike Terry, said the
AAM had waited to
make sure the with-
drawal was genuine,
that there would be no
credit lines available
to its corresponding
bank in South Africa
and that technical co-
operation would bhe
minimal.

A spokesman for
Barclays said: “We
are delighted that our
critics have recogni-
sed that our disinvest-
ment from South
Africa is real and not
cosmetic, and expect
to see the boycott
totally removed, par-
ticularly among stu-
dents.”

|
|

Barclays owned 39
per cent of Barclays
National Bank 1In
South Africa, and late
last year sold its:share
to Anglo American
and De Beers,for, £82

million;,, . ., *?—"‘%’f*”“ f
It said its decision
was mainly commer-
cial, but admitted that
it had lost a number of
commercial accounts,
mainly among stu-
dents, as a result of
the AAM’s activities.

Another factor was
the bank’s expanding
activities in  the
United States, where
there is a strident
anti-apartheid cam-

paign.

Boosted by what it
considers to be its ex-
clusive success, the
AAM is now turning
its attention to other
companies with South
African connections.

It has sintgledg out
Standard Chartered
Bank, the only British
bank with substantial
South African inter-

ests. — Sapa



I - AL

&

P . pP
Societies unlikely
to up home rates?

Dispatch Correspondent

JOHANNESBURG —Ma-
jor building societies
and banks are unlikely
to. immediately follow
the lead by the South
African Perm which an-
nounced this week that
it would increase its
home loan rate by 0,5
per cent to 14,5 per cent
from June 15.

There is, however, a
growing feeling that in-
terest rates could be
bottoming out.

It seems unlikely that
the Allied would raise
its home loan rate ahead
of its listing on the Jo-
hannesburg Stock Ex-
change on June 10. The

' UBS-has as vet made no

move to follow the

Perm’s example.

The' managing direc-
tor of Allied, Mr Alan
Tindall, says the society

Y\3ALy DISPATCH, WEDNESDAY

had no immediate plans
to raise the rate of inter-
est on mortgage loans.

He said the mortgage
rates will be higher by
the end of the vear.

The Natal Building
Soclety (NBS) said yes-
terday that its decision
to increase its mortgage
lending rate by half a
percentage point to 14
per cent from June 1,
was taken a month ago,

A senior NBS spokes-
man, Mr Trevor Olivier
said he was concerned
at suggestions that the
NBS move had bheen a
recent decision. Rather,
it was prompted by
pressures to fall. into
line with other biiilding
societies, none of which
had extended mortgage
rates, of 13,5 per cent to
e;;istingglburmwers, but
only to. new borrowers,
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. Own borrespondent

JOHANNESBURG. — Major building societies and
banks are unlikely immediately to follow the lead of
,the SA Perm, which announced on Monday that it

| would increase its home loan rate by 0,5% to 14,5%
from June 15.

- There is, however, a growing feeling that interest
rates cauld be bottoming out.

" It seems unlikely that the Allied would raise its

home loan rate ahead of its listing on the Johannes:
burg Stock Exchange on J une 10,

Also, the United Building Society has not yet
made any move to follow the Perm’s example.

oo
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PRELIMINARY figures for the year
{o end-March indicate that Saambou
National Building Society had an ex-
ceptionally good grear.
and vice-chairman H A Sloet
said the activities of the society
uwere directed towards consolida-
tion and to prepare the society for
“quotation on the stock exchange”.
. Consequently the emphasis was
“not placed on growth but rather on
*?n:\irnprovement of the profit.posi-
100> .

“Déspite.this, total assets of the
society haveé-grown by R278m to
R22ibn.” - v

That i§ an increase of 14,34% com-.
pared to 12,6% the previous financial
year.

The percéntage growth in net pro-
fit after tax was higher than the
percentage growth in assels —
namely 14,75 percentage points, 0
R12,7m.

Provision was made for possibl
losses “due to the ?resent uncertai
economic position”.

Total reserves and unappropriat
ed surpluses leapt by 25,2%, ©
R75,9m, which brought the reserves
/liabilities ratio to 3,5% — an in
crease of 49,6%.

Qloet said: ““This particular in
crease'is singular and was made pos-
sible by transferring undeclared
. dividends of subsidiary companies to
* the gociety. L

“Phese undeclared PF profits
., Were biiilt up over the years in sub-
-‘Siﬁia_:;;y,qompani?es due to a conserva-
tive policy regarding the declaration
of -dividéndsivy o -, s 2o
‘4Adequate * inappropriated _sur-
plusesswere retained:in thiese subsid-
_jary companies ‘10 énable;them to
“maintain their good “achievements.”
Jmaliy _ , P
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(- MAJIOR building societies and banks
il are-unlikely to follow immediately
1("'the lead of the SA Perm, which ap-
1|} nouniced on Monday that it would

“Hicrease its home loan rate by 05%

. !'tbr 14,5% from June 15,

Thiere is, however, growing feeling

——

|, that interest rates could be hottom-
{{ ‘ing o,

It seems unlikely that the Allied

1 woulid raise its home loan rate ahead

' of itss listing on the JSE on Juné 10.
. Also:, UBS has as yet made no move

il to: follow the Perm’s example,

I Alllied’s MD Alan Tindall said yes-
4} terdiay that the society had no imme-
| diate: plans to raise the rate of inter-
1} est on mortgage loans. B

Tl
= +
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“Mortgage rates will be higher by

| the-end of this year, but the extent of
| the rise will depend on how private
4| consumer spending recovers,” he

T

said|,

i The Natal Building Society (NBS)
41 saicd yesterday that its decision to
1| increase its mortgage lending rate

. by-lhalf a percentage point to 14%
, f£om1 June 1, had been taken a month

Vi dgo:.,
I ~INBS assistant GM, loans, Trevor

: Oliviier said he was concerned at sug-

{1 8esltions that the NBS move had been
£ ai-xecent decision. Rather, it was
: g'ﬁiqrrmpted by pressures to fall' into

8§ lUne» with other building societies,

nome of which had extended-mort-

- 4

4l gagie rates of 135% to existing hor-
1 §f: Toviers, but only new borrowers,

Tthe decision to grant loans af
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FIRST Bank MD Chris Ball yesterday
accused government of using him as a
“whipping boy” to score political points
ahead of last week’s election.

Ball told the international Dow-J ones
news service that the row over funding
of *Unban the ANC” advertisements
was intended to give businessmen the
message that President PW Botha
would have the only say in deciding on
those political bodies with which SA will
negotlate.

‘We have been given the message
that Botha isn’t interested in political
solutions in SA involving a group like
the UDF. I believe the warning which
Botha has given through this incident
has been recognised by South African |
businessmen, as indicated by the limited |
extent to which they have participated
in debates during the-election period,”
said Ball.

“It’s easi,lz for Botha to smear paint on
people for his own ends and to create the
impression that people like m{self are
involved in political power ays, but
this isn’t the case. The UD doesn't |
discuss its political strategies with me {
— we discuss economic issues. It is ne-
cessary t{o talk to the UDF, if, as it
seems, the organisation represents the
ban black opinion-maker.”
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Boland Bank

order appeal

BLOEMFONTEIN. —
Judgment was reserved
by the Appeal Court
here in the appeal by
Boland Bank against the
refusal of the Cape
Supreme Court to grant
it a declaratory order as
to the ownership of cer-
tain of its shares.

The respondents were
Picfoods Ltd, New Ber-
nica Ltd, Volkskas
Group Ltd, Volkskas
Pension Fund, Rem-
brandt Group Ltd, Fi-
nancial Securities Ltd
and New Bernica Secu-
rities Ltd.

The bank had sought
the order to aseertain
the beneficial holder of
654 500 shares regis-
tered in the name of Pic-
foods Ltd. The order was
refused by Justice
Vivier in November

Invgstec

Qi Tt 15kl87

JOHANNESBURG. — Investec (Investec Bank
Metboard Ltd) has increased its earnings after tax
and transfer to reserves for the year ended March
1987, by 60,9% to R7m (R4,35m). Earnings per share
were increased by 21,7% to 42¢ (34.5¢).

A final dividend payable on June 25 has been
declared, making a total for the year of 18c (15,2¢).

Total assets have been inecreased by 91.8% to
R423 632 000 (R220855000) and shareholders’
funds are up 112% to R53 229 000 (R25 199 000).
Funds under administration have grown to R1,12
billion, 447% up on R774m last year.

“All operating divisions performed exceptionally
well and these excellent results are a reflection of
the benefits from the merger of Investec Bank and
Metboard”, says CE Ian Kantor.

“Investec has been restructured, and manage-
ment are confident that Investec will achieve net
after-tax income of R10m next year,

“The past period has seen the finalization of the
merger between Investec and Metboard, the listing
of the holding company Investec Bank Metboard Ltd
fnd a substantial equity issue coinciding with that

Fund to pay
3,06c a unit

JOHANNESBURG. —
An income distribution
of 3,06c a unit is to be
paid by the Hill Samuel
Gilt Fund for the quarter
fo end March, the fund
has announced.

The distribution is
payable to unit holders

registered at the close of °

business on March 31.

The market value of
the fund at end-March
was R56,3m (R60,8m at
the end of the previous
quarter).

The overall vield — in-
come plus capital appre-
ciation — for the 12
months to end-March
was 24 84%.

“The income distribu-
tion of 3,06¢c a unit for
the March quarter
makes an annual total of
13,71e¢,” say the fund

1985. — Sapa 1sting.” managers. — Sapa
%—
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§ Business is a
pnocess *whereby
i Yesources are con-
verted into products
=and* services and
supplied to a market
that either needs or
desires then&.
« Broadly ‘speaking
there are three
resources required in
business: labour,
material and money.
It 1s the acquisition of
finance which is
often the major
stumbling block to
most who seek to
either start up or
expand business.

This leads to frustra-
tion. People say: “The
banks advertise, thereis
endless talk of en-
.couraging small busi-
~.ness but when I ask for
financial help, I do not
get it,”

 What people seeking
finance need to
understand is how
bankers think. Firstly,
bankers are not
gamblers. The money

they have available to
.Iend is not theirs. It
bﬂlﬂngs to the share-
hﬂlders and depositors
nf the bank, &

*So no matter how
~anxious banks and
othEr financial institu-
tmns are to lend money
(thlS 1s afterall how they
make their money),
they exercise caution in
parling with it.

But once they have
made loans they
consider themselves

IIIIIIIIIIIIIIiIIIiIIIIlIIIIIIIIIlIlllIIIIIIHIIIIIIIIIIII!IIIIHII!
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Understanding®

bankers’ minds

EACH week on Wednesdays, the Soweran will
feature an article on Business. This week our
correspondent at the Centre for Developing
Business, part of the Wits Business School,
discusses how bankers consider applications for
finance. The Centre is not itself a money-

lending institution but does offer advice to

aspirant and established entreprencurs.

W

more than money-
lenders. They would
like to think of
themselves as being in
partnership with the
borrower.

After all, having put
their money at risk they
have a vested interest in
the business and are as
keen as the owner In
seeing it succeed,

Profit

This can mean a
great deal to business-
men. Bank managers
are constantly exposed
to a wide variety of
businesses. This means
that they can be a
valuable source of
information and ad-
vice.

Owners should
maintain ongoing
contact with their
bankers keeping them
informed about their
business progress and

- asking about financial

matters that might
concern them. In

granting loans the
banker considers a wide
variety of things.

Major consideration
1s given to the person
seeking the loan. Does
he have a good credit
record? Does he have
the skill and necessary
experience to manage
his business success-
fully?

Banks make profits
from the interest they
earn from borrowers.
Banks stay in business
because borrowers
repay their loans. It is
from this viewpoint
that bankers assess loan
applications.

Security

They wish to see that
the business will be
profitable enough to
pay the interest on the
loan in the short term
and in the longer term
profitable enough to
repay the loan itself,

The successful loan
application is, there-

l!lllll..iIl.i.lﬂl.llill..lﬂ..ill.Iiillllllilll..l'l.n-f

fore, one that clearly
demonstrates that the
applicant knows every
detail of the business he
wishes to start. It
should also show
detatls of the way the
money will be spent,
how profits will be
made and when the
money will be repaid.
Without this informa-
tion being presented in
writing in an acceptable
format, a loan will not
even be considered,

Being cautious
people by nature,
bankers do Ilike to
reduce their risk by
taking whatever secu-
rity they can. They are,
however, aware that
security 1s the least
important of the{actors
to be considered. In
fact, a person who has
the best security to offer
will not necessarily
obtain finance if his
business plan is not
considered viable.

The secret is there-
fore to carry out
research and investi-
gations into your
proposed venture and
to present this infor-
mation together with
the calculations that
show you understand
how the finances of the
business will operate.

L
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Growth is shak &

says Volkskas &

JOHANNESBURG — In
its latest Economic Spot-
light, Volkskas forecasts
economic growth of
2,2%, an average infla-
tion rate of 16% and a
minimal increase in job
opportunities for 1987,

As a result, monetary
and fiscal policy will
have to remain growth
oriented and this, says
Volkskas, could mean a

. sideways movement for

interest rates over the
next three months.

.Growth in economic
activity has improved
from its low base but is
still' on shaky ground,
according to provisional
economic indicators.

For example, the
strong rise in car sales

for March was offset by
declining retail sales
adjusted for inflation in
March and April. The
bank also notes that the
recent up trend for
wholesale goods did not
continue into March.

Also, preliminary stat-
istics indicate a level-
ling off of manufactur-
ing production.

Although bank credit
demand has remained
slack, as was seen by the
slow increase in broadly
defined M3 money sup-
ply, more rapid monet-
ary growth in March
could indicate a slight
revival of bank eredit.

Volkskas is concerned
about an unacceptably

high inflation rate. Fac-

tors it believes can re-
duce inflationary press-
ure  without stifling
demand are:

® There has been no
excessive increase in av-
eérage wage and salary
bills although civil ser-
vants are likely to re-
ceive “reasonable” in-
creases in the coming
budget:

® The weighted aver-
age value of the rand
has firmed in recent |
months meaning that re-
duced imported goods
prices could still filter
thx;iough the economy:
and,

® Improved utilisa-
tion of production ca-
pacity could lessen unit
produection costs.— DDC
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FIRST BANK MD Chris Ball yesterday
- denied -the accuracy of a report by the
international news agency AP-Dow
Jones which quoted him as saying gov-
érnment had used him as 3 pre-election
“whipping boy”.

He also complained that headlines on
the report in Business Day were “mis-
leading and confrontational”,

AP-Dow Jones bureau chjef in SA, An-
drew Torchia, said: “We stand by our
story”,

The AP-Dow Jones report arose from
an interview with Ball concerning his
reaction to the Munnik Commission, The
report was circulated, internationally
late on Tuesday night dnd a condensed
version was published by Business Day.

The AP-Dow Jones report said in part:
“It’s easy for Mr (P W) Botha to Smear
paint on people for his own ends and to
create the impression that people like
myself are involved in political power-
plays, but this isn’t the case.” ,

It also said: “I"don’t like the things I
have learnt from this incident and I used
to sleep better before | knew ofisqme of

._the underhand technigfies-tised by gov--
-ernment, ifi particular.”

Business Day’s Page 3 headline was
“Ball hammers government for, low
blows”. An. accom anying report - on
Page 1 carried the headline Bl
bounces back into political spotlight”.™

Ball yesterday responded b saying:
“I'he comment in the Pressitoday refer-

| ring to me is inaccurate and does not

g
é;‘ @ To Page 2 :>

 Ball unh ith Bus; '
|| Ball un appy with Business Dayxgiéacéjxmes

reflect my views, The headlines of Bys;.
ness Day, in particular, are misleading @g) <::l ®F:
and confrontationa] l{)

unnik Commission tp pe forgotten as Dow Jones report. The editing

‘500N as possible and we wan! to continue Business Day’s version were

bank wilj make no further comments to the sake of brevity th
the Press on the commission and we replaced “pe saidyrthaﬁ”?e’ll“h

“T and the bank wish the matter of the regarded gas ng urzte in the Ap.

changg&s in
* with our non-political tradition. The Some paragraphs were ﬂmittzgrgnsélgfgi
b “accuseqd”

l consider the matter closed ” Mmade no materia] differencee E?c? ntglfeS

The statement gig not specify what meaning of the AP-Dow Jones report,
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gaid here yesterday
the affair arising from

i_.nvulvement in
ing the African National Congress.
1 of the Munnik

POSS1
id in a statement

 political tradition,”

released after @ report quoted him a5 saying he had

been used as 2 syhipping boy” by the guvernment to
d of last week’'s whites-

gain political mileage ahea
only election.

‘gmear peop
he report as

Mr Ball described {
said it did not reflect his views
aint on people

«jt’'s easy to for
for his own ends a

il

that people like myself are involve
s, but this isn’'t the case,” he said.
] ¢ discuss its

“The United DemoC {
ith me. We discuss economic

to the UDF if, as it seens,

“It is nec
) he urban black opin-
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MR CHRIS Baii, manag-
ing director of the First

National Bank group of

Southern Africa, yester-
day said comment in the

S ‘inaccy

alleged reaction to the
Munnik Commission’s
inquiry into his involve-
ment in the funding of an
advertisement calling for

African Nationa] Con-
BTESs was inaccurate and

did not reflect his views,

He was reacting to a
report on the front page

of Business Day in which

Press cencerning his ¢h, unbanning of the

|

rate’ Press reports

he was quoted ag saying |

that the Government
used him as “whipping
boy” to score political
points ahead of last
week’s general election,

. »‘The headlines of

“Business Day, in particu-
élar,, are Jmisleading and
confrontational,” he said- :

in.a statement yesterday.

“The bank will make- -

no’ further comments Lo
the Press on 1he

-, . Ty
commission and we
consider the matter

ﬂgsed.” — Sapa.
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4 gunmen grab ?w:m_o: money

—_— - e

EGZUHGUW of pensioners were left

' penniless in KwaThema, Springs, on
Tuesday when robbers grabbed about

R20 000 which was to be paid out to them.
The incident happened at the Civic
Centre pay point in front of scores of
people who were walting in a queue to
get their pay. :
Eye witnesses mmﬁ fouk m:n..ﬁ_.m_“_:m
robbers burst into thé hall "where

n...-._.n._...

4. By LANGA mzow.mm

officials’ of the Unﬁmﬂﬂmum of Home
Affairs were sorting out the money and
ﬁmw ﬂcsnrnﬁm of the pensioners.

HE___... m:n:m were fired which sent
scores of elderly people running for
cover:in offices and toilets. . T
I 'Oné of the Hotne Affairs clerks, Mr

—n Ea o

Jacob ﬁmar who. was standing at the
counter next to the money ran away
when the second shot rang next to him.

, Man shot

A, man:who had’ ‘come to collect
ﬁnﬂmﬁn mu_. a nn_m:ﬂn was hit and fell
down.

E.Hrn robbers Euw _about .R20000. -

Er_n: was on the counter E:_ fied

J}uﬂw--nﬂu.
Mﬂﬂ'
e o

—_ R
i rl..-..I_Hl. - e,

leaving- behind.about R110000 En#na
under the nc:nﬂna Mr Tladi said.

Frightened “pensioners qmnn_dma
minor injuries froin the stampede '‘and
were also treated on the spot for shock
by bystanders.

The East Rand Murder and Robbery
Squad is investigating the incident. The

pensioners who were stranded ~were:
paid out yesterday.
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NEDBANK

Piet's curtain-raiser

Nedbank’s new CE, Piet Liebenberg, who
avoided public comment from the time of his
appointment in November, has finally left
the wings and entered centre stage. Investors
have certainly given the man a vote of confi-
dence, pushing the share price up from 670c

| to 850c since his appointment, but most

analysts still feel that they know virtually
nothing about him.

“It’s time Liebenberg emerged from his
shell and made an impact on the group,” says
one banking analyst. Another suggests that

| he was appointed because of his conservative

attitude, and took time to assess what was
happening in the group before making his
debut in public.

His first press interviews coincided with
an announcement of interim resuits — and
reactions 1o the figures differ. At best, the
response is muted. Some analysts say the
group has done well to record any increase in
bottom line earnings after the large dilution
(the weighted average number of shares in-
creased 73%). Even so, most think the results
are disappointing, having forecast increases
in earnings a share of 10%-15% for the year,
against the interim 4% advance. If these
forecasts are to be met, a sharp acceleration
will be needed in the second half.

And that, at last, is when the influence of
Liebenberg should be felt. For the perform-
ance of the past six months he takes no
¢redit. 1 personally made no contribution to
the interim results,” he says.

His influence will not be direct. “l am ina
holding company which has operating com-
panies, each with its own CE, and all of them
are performing extremely well,” he says.
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“I have two main functions — people and
planning, co-ordination and control from the
group point of view.”

Chairman Gerry Muller, who took over
the CE position as a bridging operation, is
now in a non-executive position.

Liebenberg talks of the need for discipline
and obviously has a disciplined mind, with
his thoughts assembled and expressed in
point form. He has most facts at his finger-
tips, and insists that CEs of the individual

M -
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companies answer questions relating to those
companies. His style, he emphasises, is to
concentrate on team work and he considers
the team more important than any individ-

ual.
The team concept extends to shareholders

and the board, which he considers “a team at
a high level.” He has always enjoyed report-
ing what he has done, thus he claims there
was no adjustment from running an indepen-
dent merchant bank to an organisation with
a large controlling shareholder.

With Liebenberg remaining in the wings,
a number of rumours have circulated about
developments since the Finansbank/Ned-
bank merger. One of these concerned the
reaction of CEs in the group, but here Lie-
benberg does not see any problem. He states
that he is no threat to anyone in terms of a
line function. He argues that his function is
one which can help them to perform better.

He believes past problems were caused
partly by the fact that the CE of the com-
mercial bank Nedbank was traditionally also
group CE. Liebenberg considers it difficult,
if not impossible, to be both. It is also diffi-
cult to gain the confidence and trust of other
CEs in the group, who are almost competi-
tors in some spheres.

“That was a development phase the group
went through,” says Liebenberg. “The board
has decided to split the functions.” He there-
fore sees himself with no vested interest in
any particular division, but working for the
entire group.

. Liebenberg's style clearly contrasts with
that of former group CE Rob Abrahamsen.
He views himself as a team man and wants a
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balanced portfolio giving higher quality of
earnings. Abrahamsen was an individualist
who placed much more emphasis on dealing
activities in financial markets. Problems
arose because of lack of disclosure to the
board, he says, but emphasises that there 1s
full disclosure to the beard now.

Rumours have also been flying about dis-
content in Finansbank and UAL. Lieben-
berg points out that only one senior executive
has left because of the merger. Only one
Finansbank executive, former joint-MD
Leon Porter, was appointed to a senior posi-
tion in Nedbank Group. The computer and
credit sections have been rationalised and

activities of the Finansbank forex division
were shrunk. “But 1 remain chairman of
Finansbank,” says Liebenberg, who is not
overlooking Finansbank employees.

"Both UAL and Finansbank executives
were reported to be far from happy with the
idea of a merger — *my idea,” says Licben-
berg — but he says that an analysis of their
activities concluded there was little overlap.

“UAL is successful in the tnvestment advi-
sory service and in the top end of the private
corporate sector. Finansbank also concen-
trates on the Afrikaans section and the gov-
ernment and parastatals.” They will thus
remain separate entities,

Liebenberg says he has found the transi-
tion from chairman of Finansbank to Ned-
bank group CE quite easy. “The quality and
type of people are the same and the number
of people any manager can handle is limi-

l ted,” he says. “l am not suddenly directly

responsible for 11 000 people.”

He sees the difference between his pre-
vious position and his present situation as
being the broader margin for planning and
greater scope for himself and his colleagues
to let their imagination flourish. The second
difference is in co-ordinating “high quality
management, who are CEs in their own
right.”

It is, he says, the individual companies’
management which has introduced controls
which will prevent the bank from lending
excessively large amounts to any one client,
as happened in the case of Triomf and large
positions will not be taken in the gilts and
foreign exchange markets,

What can Liebenberg really achieve? It
does come over clearly that he is in control
and keeps his fingers on the pulse. But he will
not be drawn on changes to be made. He
suggests that there will be little in the way of
structural changes (“‘the group is compre-
hensive enough for our target markets™).

In co-ordination and controls, though, he
has definite plans. He has introduced more

| group planning and regular weekly meetings

of CEs, and has met everyone from manage-
rial level up. He claims staff morale is high.

Reports from abroad suggest he has made
a good impression there, yet this section of

the group’s business has virtually collapsed’

since the debt standstill. According to Ned-
bank CE Anton van der Merwe-Vance, "“we

| have the dollars, but we can only lend to

South Africans and there is little local de-

—_—— — e ——— —— - - —_— e - e —

mand for dollar financing,”

Plans so far are to look for more clients of
the same type as existing clients. There is no |
intention to expand the branch network into
outlying areas and clients will thus tend to be
mainly corporate clients in urban areas.
There is also no present intention to link up
with a building society or other financial
services organisation.

On the question of capital, Liebenberg and
Van der Merwe-Vance insist that more will
not be needed unless there is a sharp upturn
in demand for funds. In that event, says
Liebenberg, they will lock at every other
alternative to 1ssuing more shares.

There is no question that Liebenberg has
presence, but in the end he will be judged by
the bottom line. A realistic verdict on that
will have to wait another six months. For
now, almost all analysts consider the share
fully priced at its present 850c and fairly
priced in relation to Stanbic and Barclays. A
further rise is thought to be dependent on an
improvement in the banking sector as a
whole. Pat Kenney
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RECENTLY listed NBS Holdings (NBS) |00 ctoso i s Al
yesterday unpeeled pro forma results ST .
for the year to March slightly ahead of | g

forecast with pro forma earnings a
share up 3% to 36,4c from 35 4c, reflect-
ing a 53% hike on the previous year
(23,8¢).

The group also announced the acquisi-
tion of a 30% slice in de-mutualised
Norwich Union Life Insurance for a cash
sum of R17,3m. The deal, first mooted in

' o """?F-J
-

September 1986, was effective from Jan-  {zd0c} o
uary 1 this year. ol O
Said MD John Bennett: “The acquisi- [, bt e . 1 .. . bbb
. . s ’ S 10 15, . 2251 pf e . T
) tion will have no immediate effect on AR08 821 207 30 Mayl7 T2TR

: Source JSE Graphuc, JOHN McCANN
net asset yalue or earnings a share. viee BL rephe. 0N MeCaN

- However, the acquisition is considered
stategic in thé development of the group.
Norwich Union already owns 10% of

' NBS, making it thé largest shareholder
in the group.” 3. ‘

At yesterday’s share price of 400c¢,
preferential sharehdlders have doubled
their investment’ and 'most non-qualify-
ing shareholders reaped capital gains of
33,3% in the month since NBS reached

the main board. At current prices, the
share is trading at a 5% discount to its
Eé'o forma net asset value a share of
c.
The group increased total assets 22%
to R2 856m from R2 334m and boosted
deposits R491m (24%) to R2 505m. Ben-

=

@ To Page 2

o -
g _ -
|| NBS pro forma results ahead of forecast:

<: © From Page 1

earnings over last year’s pro forma re;

Pl

. : . he
ett said NBS increased its share of t
I}}t}me loan market to 9,5% from 9,1% by

|

ining 11,4% (R391m) of the building
Egcietyg movement's increase in loan })al-

es during the year. o
anEﬂoking ghead, Bennett said: “Al-

I though margins have been under pres-

‘ ] 1d be
sure in recent months, this shou
offset by a continuing high rate of agget
srowth coupled with increased contribu-
tions from diversified activities. _

“We are budgeting for an Increase In

-

sults and believe the 17c dividend 3
share forecast for the year to March

3 » i
8 will be achieved. _ .
19§I‘hz‘1r 1 basis for preparation of pre

' 's 1as
rma group results, marking NBS's 1z g
ifiar asg a m?ltual, assume the conversio

] B
of NBS and the issue of shares of N E
Holdings had taken place on March 3§

1987.
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GERALD PROSALENDIS
| Financial Editor

TWO Broker Group directors stand
to acquire shares worth R24,5m in
their own companies for an initial
outlay of R52 000,

Directors Stephen Courtney and Ar-
chie de Jongh will end up with a §0%
controlling interest in the Broker Invest-
ment Company once it has acquired two
associate companies, The Brokers Secu-
rities Group (Brosec) and The Broker
Venture Capital (Brovent).

This deal forms the background to the

| row which erupted on the JSE this week.

Details of the row came into the open
when Brokers circulated a three-page
letter disclosing, among other things,
that Stuart Pegg had walked out of a
shareholders’ meeting after addressing
the directors and saying “you are mis-
leading the public”,

Hrrvever, Courtney said vesterday the

[“"company would restructure wne proposed

takeover of Brosec and Brovent to allow
a more favourable allocation of shares to
the public.
He said the new proposal would be
subject to the approval of the JSE.
“We are going to increase the number
of shares available to the public but do

P e A A N

5_ R el T, - P
— T =il F %
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@ DE JONGH ® COURTNEY

T
g

not want to dilute the directors’ holding
below the magical 50% leval

“A final circular, submitted to the JSE,
will propose that the number of shares
available to the public be enhanced”

When asked why he and De Jongh had
not raised capital through the listed BIC
company by way of a rights issue instead
of through subcription in Brovent and
Brosec, he said: “That would have diluted
our shareholding to a minority position
in the company.”

Eyebrows have been raised by the de-
lay in the release of BI(’s prefiminar}r
resuits, promised before April 30

Courtney said: “%4e delay has been -
caused by the Sammel matter, the need
to circulate the letter to shareholders
and the drawing up of yet another pro-
spectus.”

The “Sammel matter” refers to the
row between Courtney and De J ongh and
veteran lawyer Horace Sammel.

- -—'—_‘-‘———:——_—_—_._____
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JOHANNESBURG. — SA exporters
and importers have been urged by the
Director General of Finance, Chris
Stals, to help obtain more foreign cur-
rency for the country by borrowing
overseas.

He explained at the annual congress
of the Federated Hotel, Liquor and
Catering Association yesterday that
this would lessen the need to maintain
a large surplus on the balance of
_account and free more money to
finance growth in this country.

Stals said short-term trade finance
had not been placed under any re-
strictions in terms of the second inter-
im debt arrangements and there were
many opportunities open to SA im-
porters and exporters to finance or
partly finance their foreign trade with
or through foreign banks.

R2 billion

“In the past two years a substantial
part of this type of finance was
switched to SA banks partly for econo-
mic reasons and partly because of the
adverse perceptions of the SA situa-
tion abroad.”

He said SA exporters directly or
indirectly held more than R2 billion
in short-term claims on foreign buy-
ers. This was partly financed by SA
banks.

There was therefore an immediate
potential to switch this financing back
to foreign banks, providing an injec-
tion of R2 billion in foreign exchange
for SA.

“The road back to the longer term
financial and capital markets of the

world «ijll ¢ an arduouysone. But also

in this casé the poead has not been
completely blocked.

“Potential borrowers should contin-
ue to remain in contact with these
markets and should make use of possi- .
ble opportunities to raise new loans
not directly linked to trade sanc-'
tions,” Stals said.

Reduced growth

He thought the surplus on the bal-
ance of payments account should con-
tinue to be large enough to cover SA’s
capital redemption commitments for
the next three years.

These repayments however ab-
sorbed part of the country’s savings
and therefore reduced its potential
economic growth rate.

“We should not be complacent
about the situation and should contin-
ue to make all efforts to raise new
foreign financing facilities.”

Turning to the broader economic
picture, Stals said the recovery phase
had been sluggish. The rate of econo-
mic expansion had been mild and at
times erratic.

“The total gross domestic expendi-
ture in real terms changed course in
each of the seven gquarters from the
second quarter of 1985 to the end of
1986.

“This inconsistency complicates
forecasting and planning in a world
that is already characterized by In-
creasing volatility in important econo-
mic variables such as interest and ex-
change rates.” — Sapa-Reuter
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By STAN MHLONGO
become the biggest loan-giver to blacks
wanting to build theijr ow

arch alone the bank made loaps total-
ling R51,8-million.

At a Press conference
Mines’ branch, the Perm’s

Tucker said his societ
managing di- - to non-racialism had left
rector, Bob Tucker, said h; '

S0me vigorous backlash
- committed itself to hon-racialism and “to  {4in forces, “the aim b

eing to destroy
) ng a home to  what we are lrying 1o achieve”.
many underprivileged blacks”, “Because of the high rate of inflation
“Remember that jt 1S the building soci-

Y’'S commitment
the Perm open to
attacks by cer-

cties who created housing
the towns and our commitment is not
1o some two milljon elite. In

committed to serving 30
African people,”

people have been disincl
longer terms unless the

for whiteg In

only
stead, we gre

million South
explained Tucker.
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Church spokesman Mr William Som-
platsky-Jarman sald Pretoria had
wrongly stated in March that no de-
mands for political reform were made
in-the talks, |

“We got in toueh with the banks and
found out that this was not the case,”
Mr Somplatsky-Jarman said.

.He quoted the Manufacturers Han-
over and Morgan Guaranty banks as
saying they had pressed for reforms at
the London talks, which concerned
the: rescheduling of South Africa’s
short term foreign debt.

Mr Snmplatslearman said Pre-
tqria had portrayed the talks earlier
this year as a vote of confidence ip
South Africa, and thig “worked to (the
State President, Mr p W) Botha’s ad-
vantage in the recept parliamentary

- —_— e e

ufacturers Hanover
ds saying in a letter to the chureh that
the bank had in fact told Sonth Afri-
can officials they would not “regain
normal access to the credit markets”
until apartheid was reversed,

“We are pleased that Morgan and
Manufacturers Hanover pressed po-
litical issues during the talks, just as
we had asked. We
Pleased that both Saw the need to pub- J
licly set the record straight,” Mr Som-
Platsky-Jarman sajd.

In February last year South Afriea
and 29 creditor banks reached an
agreement under which Pretoria
would rescheduyle $14 billion in debt
and lift a moratorium on deht repay-
ments,

Mr Somplatsky-Jarman said that un-
der the new accord, South  Africa
would repay 13% of its short term debt
over three yvears. The church, which
holds shares in both banks,..-had
pressed for tougher conditions, he
saild. — Sapa-Reuter
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"ABOUT 40000 pu icy-
“holders, mostly blacks,
Swho may have lost money
!, because of the pull-out
‘hy a major overseas life
QO assurance company, can
9\5\7 now sigh with I'EllEf
The ﬁf[‘lﬂﬂnul,lfﬂ
Assurance Company
yesterday annnuncedl
that it will takes-over
Sentry Assurance of
South Africa, Sentry has
pulled out of Scmth
Africa. -
In a statement, Afnc:an
Life said it has also
agreed to absorb 14 of
Sentry’s local adminis-
trative staff. H
Sentry’s holdmg |
company, Sentr§-Corpo-
ration of the United
States, is pulling out as |
part of its worldwide
‘ratjonalisation plan to
- enable it to concentrate
on its home markets, the
statement said..p =™
The statement ‘said the
Australian and Hong
Kong offices of the
company were among
those that will be closed.

“The South. Afrjcan
company will receive an
undisclosed administra-
tion fee for the policies,”
the statement said. [
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has expressed a fear that there were
forces which wanted to destroy the
building society’s loan grants to black
people.-

- 2Mr Bob Tucker said the forces were
pnw&rful and were against anyone
cﬂmmltted to granting loans.

They-=were mobilised against the Perm

sand triedto force the society into a narrow
list market where it can make big profits,

He*was addressing a Press conference at
the Perm’s headquarters in Johannesburg
last week.,

Thé:- conference was CE!."ECI in the
wake of strong criticism after the Perm and
the Natal Building Societies earlier in the
week announced that they are to increase
their bond ‘rates by 0,5 percent to 14,5
percent from June 15.

THE managing director of the SA Perm

By NKOPANE MAKOBANE

“It 1s absolutely crazy to emotionalise
the bond rate increase. The level to whichL?

the rates have been raised is a responsible ,Q’

one aimed at ensuring stability.

It 1s well known the Perm is committed \
to serving all South African communities W
on a totally non-racial basis. It is now
unquestinnably “the peopie’s building
society”’, he said.

Breakdown

He gave the following breakdown of
statistics on the loans which the Perm
grants to blacks. During March month this
year, the Perm granted 95 loans to a total
value of R2,5 million to blacks each
working day of the month. (1900 loans
totalling R51,8 mlllmn for the month).

@ For the year April 1, 1986 to March 31,
¥ this year, it granted a total of 11000 loans
to the value of R323 million (Africans),

3900 loans to the total value of R122
million {Indians) and 5000 loans to the
value of R133 million (coloureds).

This, he said, represents a -hvges
proportion of the total loans granted by allf“;
financial institutions. He pointed out that
the Perm is not looking for a monopoly,
He said that other financial institutions
should be encouraged into this market and
not out,

Mr Tucker also said it was very:
significant that the Perm’s average loan fﬂr
all borrowers was R42000 whereds--its¥f
average loan to black people was R29000™
— indicating that it is really lending at the
levels at which home ownership needs to be
supported.
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‘Boost for Saswitc

THE connecting of 290 Volkskas and 380 2 : ‘
UBS Automatic Teller Machines (ATMs) l@ HELEN -
to the Saswitch network recently means which would bring to 15 the number of
the network now offers more than 2 000 financial institutions taking part.
accessible machines to cardholders. : .

The UBS link-up was officially usaple ~ Bruce Pollock at Saswitch said yes-
by the ::Fub]iﬂ from Sunday, while Volks- terday the additional link-ups were ex-
kas’ ATMs h

ave been part of Saswitch pected by the beginning of September.
for a while.

The computers were already linked at
A statement issued by Saswitch saiq  test-level and eight or nine weeks of
Standard Bank, the

Post Office and testing would follow before the connec-
Eastern Province Buildi

ng Society were  tion could be certified, after which there
expected to link into the sysfem soon, Would b

€ a public announcement.
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New unit to aid bla_ck_ businessmen

THE African Bank has announced the - |
formation of a new division to provide

SOPHIE TEMA

advice to black businessmen. between the blac entre 'y-e}neur and the
The division, called the Business Advi-  banker. 2.0 5\; _
sory Unit, will lend money to business- Unsophisticated black businessmen,

men and pruvi:i@;sksh BS for their he said, who were now aware of prac

training. A m tised financial procedures, Were not
Bank MD an Ga gomola properly catered for. They could be mis-

said the division aimed to bridge the gap informed by bank managers.
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%1 By ANTHONY JOHNSON
Political Correspondent

HOUSE OF ASSEMBLY. — The Judge
President of the Cape, Mr Justice
George Munnik, had on more than one
occasion had his account “unilateral-
1y closed by Barclays Bank “for rea-
sons relating to overdrawn accounts
and debt defaults”.

For this and a number of other rea-
sons the commissioner appeinted by
President P W Botha to investigate the

| funding of ANC advertisements “had

no right to sit on this inquiry at all”,
PFP MP Mr Dave Dalling said last

night.

. Speaking during a censure debate,
the PFP justice and media spokesman
said amid a chorus of interjections
from government benches that the

judge should have recused himselt

from the commission inio the “Ball
affair” from the outset.

Mr Dalling said the end result of the
Munnik Commision ‘‘presented a trav-
esty of justice initiated by the State
President ...”

At this point the Speaker, Mr Louis
le Grange, refused to allow Mr Dalling
to continue with his speech. At
various stages in Mr Dalling’s address
Mr Le Grange called him to order,
saying he would not allow Parliament
tobe.used to “smear” the President or
the Judge President.

“Mr ‘Dalling opened his speech by
saying he was “both shocked and sad-
dened” that a “political dispute” be-
tween Mr Botha and an opponent had

been used to deprecate the tradition

-

We Tks &«

whereby

to it". .

Mr Justice Munnik should have re-
cused himself from the commission
into the financing of pro-ANC adver-
tisements and “not have adjudicated
on the matter at all”.

Mr Dalling said that “from the very
outset it was obvious that this was not
a judicial issue involving c¢riminal or
civil liability of any sort.

“The appointment of a commission
was meant to the advantageous resolu-

tion of a political dispute, at the time |
of an election, involving the head of |

the National Party and one who disa-
greed with that party. L

“Secondly, this was an almost per-
sonal dispute between the Hon State
President and the head of a major
bank in our country. The commis-
sioner concerned is well-known-— and
he would not dispute this — to be a
longstanding personal friend of ...
President Botha.

“It is my submission that he should
not have been party to judging their
quarrel.

“Thirdly, the dispute was essential-
ly one which may possibly have affect-
ed the electoral fortunes of the
National Party, certainly within the

business community ... the commis- |

sioner is undeniably a strong support-

er of the governing party.” -
Finally, Mr Justice Munnik; follow-

ing the defaults of “thousands of

“the judiciary is indepen- |
dent of the executive, and not subject |

-~
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THERE-is no doubt that
there is the fairytale
element of a rags to riches
story about a man who
started as a RS5-a-week
Iabourer to become the
chief executive of a bhank.,
For Thono Gaby Mago-
mola, the new manager of
African Bank, this story is
true.

Like most township
youngsters Gaby looked
on with great respect as
his friends collected
degrees, something that
he today calls the turning
point in his life.

“l became inspired
and told myself that I was
also going to get a degree
one day,” he says,

He spent 10 years as a
labourer earning RS
(£2,10) a week, working
for a Johannesburg firm
after he was expeiled
from school for playing
truant.

“I always wanted to be
an accountant so I
studied by candlelight
every night,after-work. I
then did;a “Bachelot of.

South Africa (Unisa).”
After working for two
international banks, his

aim is to put the image of

the African Bank in its
proper perspective and to
crase the stigma left by
the foreign exchange
scandal last year.

Born at Venterspost
Gold Mine near Rand-
fontein 42 years ago, he
obtained his primary
education at Munsieville
where he was taught by
people such as present
Archbishop of the
Anglican Church, the
Right Reverend Des-
mond Tutu, and the
editor of Drum magazine,
Mr Stanley Motjuwadi.

He proceded

Madibane High Schogt -
for matricuiation. He 3
was expelied for what he

termed *‘playing truant”
with some of his friends.

_degree

content with earning
£2,10 per week. 1
struggled to readjust

myself until 1 was
inspired to study,” he
says.

After studying for a
degree, he had a
“burning desire” to go
overseas. In 1975 he was
offered a scholarship for
post graduate studies in
America.

He obtained a masters
tin Business

AL : .
s Administration and was

-
L dthy

to -srgrdited employment by
“amrautomobile company., -

By JOSHUA
RABOROKO

He later joined Citibank.

“While in the US I had
a lot of white subordi-
nates, and feared that the
apartheid laws would
hamper my work in
South Africa,” he says.

He studied for a year at
a university in Athens,
Greece. But, he says, five
years later he was offered
a posttion by Citibank in
South Africa. 3

“I was happy to be
back home. I felt the time

was ripe that I should

plough what I learnt
overseas, into my
country.”

He says there are
several challenges which
black managers have to
face in South Africa.
They have to be accepted
In their positions by
white subordinates and
the rest of the workforce
see them as the extension
of white management.

He says they also have
to play a role in the
upliftment of their own
people’s standard and in

the fight against
apartheid structures,
Two years after
working for Citibank,
Mr Magomola resigned
from the bank and Joined
Barclays National Bank.

He joined the African
Bank in April this year.

“Qur clients have
Increased despite the
reports about the bank’s
alleged involvement in
illegal foreign exchange
dealings,” he says.

Mr Magomola, who is
married and has two
children, says it is his
fundamental right to stay
anywhere he wishes in
the country as long as it
was nonconfrontational.

He left Diepkloof,
Soweto, to- stay in

SQWETAN, Thursday; May 21, 19872 Page 15
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" MR THONO Gaby
Magomola. -

Wendywood, Sandton,
because he perceived the
mMove as progressive and
a basic human right,

He loves reading.non-
fiction books and
occasionally plays golf,

He believes that the
Government should get

.-..“1-

forms of
a_mn_._ﬂmnm:aﬂ.aﬁnﬁ the

basis of colour,+*créed,
- - . h._... .n.w__hr. i
religion, sex: and culture.
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i . “Life was tough then,
through the:University of = and ofic. had to be |*
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Santam

Financial Editc

CAPE TOWN-based Santa 0
has dnne s0 well in the six munths tn
March — with after-tax profits up
175% to R13m (R4,7m) — that it will
pl?y a maiden interim dividend of 6c a
share.

MD Cornelius “Oosty” Qosthuizen
explained vesterday that it had aban-
doned its policy of paying only one
annual dividend because “the confi-
dence with which the future is viewed
has convinced the board that if can
maintain the payment of two divi-
dends every year”.

The pre-tax underwriting profit was
R8.9m compared with an under-writ-
ing loss of R4,3m in the same period a
year ago.

Investment income rose to R12,6m
(R10,7m) before tax, and, earnings to
18,6¢ (6,8¢) a share.

Grnss premium income was 31%
higher at R323,6m (R246,4m) and net
premium income 29% higher at

. - - — - "I, -_— —

u)

> Tifts profits

Ousthmzen said the under-writing
profit represented a return of only
2.8% on gross premium income.

But the company was budgeting for
a record year to September 30, with
gross premium income expected to be
above R700m.

Profits in the second half were ex-
pected to be as high as in the first,
provided there were no major naturai
disasters.

Oosthuizen said that because of the
stability now being enjoyed, Santam
Insurance did not increase premiums
in April or May, as some other short-
term insurers had done.

Although premium increases were
due to be announced in October, he

expected these to he below the Infla--

tion rate.

Oosthuizen said the improved prof-
its were due mainly to a sharp reduc-
tion in management expenses, which
had totalled only 10,09% of gross pre-
mium, compared with 11,94% in 1986.

L |
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;7 By ANTHONY JOHNSON
L - Political Correspondent
‘THE House of Assembly yester-
_day voted to appoint a select com-
"mittee to investigate an alleged
- breach -of parliamentary privi-
lege by PFP frontbencher Mr
. Dave Dalling over remarks about
. Mr Justice George Munnik., .

~' Mr Dalling — who could be sus-

. pended from Parliament if the
. commitee finds against him .-
told  the House on Wednesday
night that Mr Justice Munnik
“should‘ have recused himseif
. from the one-man commission of
inquiry into the Chris Ball affair
' concerning the funding of ANC
‘advertisements. = |

- The PFP spokesman on justice

.and the media said the judge .

-should not have presided over
' the inquiry because his Barclays
i Bank account had been unilater-
~ally closed for reasons relating to
“overdrawn accounts and debt de-

fauits, and because of his person-

al friendshgp with President P W
Botha and support for the
. National Party.

'™
1

Experts in parliamentary pro-
cedure last night expressed con-
_cern at the appointment of a com-
mittee to look into an alleged
breach of privilege on the
grounds that the action raised

- three questions:

- 0O Does Parliament exist to pro-

" tect people outside of the House?

If so, why was a select com-

mittee not appointed to investi-

gate remarks by President P W

Botha in the House concerning

Barclays MD Mr Chris Ball?

- Do Mr Dalling’s remarks ac-
tually reflect on Mr Justice
Munnik in his position as a judge
Or as a commissioner?

. _ The Speaker of Parliament, Mr
Louis le Grange, yesterday ruled

after a debate on whether a mo-

tion by the Minister of Justice, Mr

Kobie Coetsee, was in order, that

there was a prima facie case for

an investigation.

+  After several objections from
the PFP, the Speaker eventually
allowed Mr Coetsee to put the put
the motion, which calls for the

., appointment of a select commit-
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Mr Dave Dalling

lee on alleged breach of privilege
by Mr Dalling “in that he reflect-
ed on Mr Justice Munnik in his
Judicial capacity and’on his hon-
our and personal conduct”.

The House divided on the mo-
tion, which was upheld, with the

.PFP, the CP I\?Hd the NRP votin

against the NP majority. t

No comment was forthcoming
on the affair yesterday from
President Botha's office, Mr Jus-
tice Munnik, or First National
Bank (formerly Barclays Bank).

Mr Justice Munnik was ap-
proached for comment on Mr
Dalling’s disclosure, but the
Cape Times was told by his secre-
tary that he would not comment |
on the matter — pending the out-
come of events at Parliament re-
garding the matter.

A recent statement from the
Institute of Directors in support
of Mr Chris Ball had been issued
by ‘“an overzealous political
character within the institute”
and was not an official document,

Mr Laurie Poorter said yester-
day.
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" Statement on pall was ‘uncfficial } |
PRESIDENT'S COUNCIL — A recent |

tute of Directors ipn Support of Mr Chris Ball hag been issued by
“an over-zealous political character within the institute” and was

i not an official document, Mr Laurie Poorter said yesterday.-
: L.gQV - Speaking in the debate on the council’s report on job creation,

statement from the Insti-

- 3

+ he said the implementation of the rep

|

R g the co-operation of the private sector, _; {

: ¥ ﬁ)\%. A report in The Star of May 5 had “implicated” him and other §
}X ¥\ ..; directors in the statement that the institute and 1500 members § u“j
"& : .» took the stand that “Bal is right and the Govern

ort would rely strongly on

ment is wrong”
.<+ 0N the issue of the funding of ANC advertisements.

§

: !

CX This “negative statement” was “a torpedo in the side of South §
] | £e Afr ica”. — Sapa. | j
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are price shed more
than half its val
of last year — reaction to disastrous

events that were brought out into the
open.

Today it is back up by 300¢ from the
low of 545¢.

The stock market and some individ-
ual account holders who panicked and
withdrew their money, took a lot of
convincing that the bank is as substan-
tial as once believed,

But strong action by its new top team
helped push the share price up, the
account holders have returned, and last
week it reported an 80% increase in
profits over the comparable period last
year.

The next six months should set the
seal on its recovery and the chairman of
both the group and the commereial bank
Nedbank, Professor Owen Horwood, is
quietly but firmly confident.

Problems centred mainly on the. com-
‘mercial bank but the group also consists
of the UAL merchant bank, Syfrets,
Nedfin, Nefic, and Finansbank.

Horwood comments: “The message of
the past 15 months has got through.”

“We're also looking forward to an.
other good half year. Although the de-
mand for credit is not as strong as it
was, the underlying conditions do look
encouraging.”

It's clear that he’s in good heart, not
only because the past is now well and
truly behind Nedbank but also because
he believes they are on the right road
ahead. One of the main reasons for his
confidence is that despite being hit hard
by the moratorium — of all the South
African banks, Nedbank had the most
international business — it is currently
running its overseas business “at a prof-
it” and when the time is right, should
see a further strengthening, he says.

Apart from the foreign debt standstill,
a central factor in Nedbank’s knock in

the market was Louis Luyt’s failing

A .. PR i} -

more than just a healthier balance
sheet. JANE ARBOUS reports on a
remarkable recovery from its debt
standstill, its involvement with
Triomf, other faulty investments, and
the rumour mill.

ue during the first half

fertilizer company, Triomf, and the
bank’s connection to it in the form of
massive loans — bad loans, it turned
out.

Former Old Mutual MD Frans Davin
who was brought back from retirement
to sort out Triomf (Potchefstroom), tells
Top of the Times that he knew little of
what to expect except that there were
“problems” — an understatement.

The first thing that hit him was the
price war in the fertilizer industry, so
cut-throat that discounts to prices below
cost were being offered.

“I tried to stop the war, not by any
agreements but by talking. I had a fair
amount of success but the effect took
time to materialise, mainly because
lengthy contracts had been signed.”

Other reasons for the troubles at
Triomf were, in his opinion, the break-
up of the marriage between it and AECT
and loss of rationalisation benefits, the
drought in the main maize-producing
areas, and the depreciation of the rand
which substantially increased the cost
of imported raw materials such as sul-
phur.

Towards the end of December last
year, things were looking promising and
sales were on a par with his budget.
Then the bottom fell out — the company
lost major contracts with long-standing
customers amounting to 25% of its total

turnover and disconsolate sales staff left
in droves for competitors.

“I also realised that sales expected for
the first few months of 1987 would be
very low because most of the co-opera-
tives were carrying forward substantial
stocks.” .

Even with the best will in the world,
the chances of turning Troimf around
became remote. Meanwhile, the Rich-
ards Bay subsidiary had been placed in
provisional ligquidation (and was even-
tually sold).

Davin ruled out merging with an-
other company in favour of selling out

-
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through”.

completely and eventually a R95 m deal
on assets — “a realistic price” — and
another R20m for debtors was done
with AECI,

As far as he is concerned, Triomf has
been “put to bed”. Certainly, there is
relief in the 37% increase in the profits
of commercial bank Nedbank and the

provision of R250 m to cover bad debts
for Triomf is thought to be adequate.

Davin concludes: “Triomf took a tre-
mendous amount of Nedbank manage-
ment’s time, apart from costs. Now they
can concentrate on their business.”

And this is exactly what they are
doing, says Horwood, the former Minis-
ter of Finance who is seen and applaud-
ed as chief architect of the recovery.

An important decision was to opt for
fuller disclosure, Horwood says, as well
as “a strong and prudent line on bad and
doubtful debts”, On the subject of the
debt problem, Horwood congiders that

—r— - 4 e o . by L pE——— T

the “slate has been cleared very sub-
stantially and that is a good position to
be in”, '

In his opinion, other positive factors
are:

® the fact that Nedbank is in the
forefront of computerisation with no
reason for large capital expenditure to
update equipment:

® staffing — low in comparison with -
other banks — and expenses have been
trimmed:

@ the fact that the quality of its man-
agement has been raised and they are
“achieving the targets we set which are
quite high”,

Horwood also paid tribute to Ned-
bank’s “loyal clientele”, in particular
the Old Mutual for “their substantial
assistance” when they took up the
rights issue they underwrote, thus pro-

viding the funds for the bad debt provi-
sions.
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After unrest broke out in Alexandra last year and two
policernan were killed, about 100 police families were
moved to tented camps at Diepkloof power station and
garages at Alexandra police station,

This was stated in the Rand Supreme Court yesterday
by Lieutenant Gert Zeelie, who was stationed at Alexan-
dra last year, He was glving evidence in the trial in
which eight youths, aged between 17 and 21, are accused
of treason.

Mr Ashwell Zwane, Mr Vusi Ngwenya, Mr Andrew
Mafuta, Mr David Mafuta, Mr Arthur Vilakazi, Mr
Albert Sebola, Mr Piet Mogano and a minor have

Pleaded not guilty to treason, with two alternative
charges of sedition and subversion,

As Alexandra Youth Congress Members (Ayco) mem-
bers they allegedly operated people's courts between
January and July last year.

Lieutenant Zeelie said a detective constable of the
Alexandra police branch was attacked, chased and burnt
by youths last February 15. He died later.

Two days later a detective sergeant, living at 13th
Avenue in the township, was killed at his home.

Youths joined funeral processions and raised their
fists and shouted “Amandla”. Coffins were wrapped in
ANC or hammer-and-sickle flags, the lieutenant said.

Mr T Beckerling, for the defence, submitted that
where “the police did not play a part in funerals”, most
of the burials were peaceful.

Lieutenant Zeele said it was imposstble for police
to act against youths joining the funeral procession —
which passed along “small streets and through the
veld to the cemetery”,

Rugby on the box

“Sport '87” today at 2.00:

Ten-Pin Bowling: Anchor Life National Cup Tour-
narnent in Northcliff, Johennesburg (2.04).

Motor Racing: Yellow Pages National Champion-
ships at Kyalami (2.25, 5.02),

Wrestling: Manny de Ferro v Kojak Labuschague at
the Portuguese Hall, Johannesburg (2.47).

Horseracing: The R100 000 Smirnoff Plate over
1200 m at Scottsville, Maritzburg (3 01).

Rugby: Transvaal v N Transvaal (3.27, 4.12).

CAPE TOWN — Minister of Finance
Mr Barend du Plessis last night said
he viewed in a serious light indica-
tions of a penetration of the banking
system’s confidentiality.

He was referring to a statement made
in Parliament this week by Mr David
Dalling, MP for Sandton, who said Mr
Justice George Munnik’s bank account
had in the past been closed more than
once by Barclays Bank because of debt
problems.

Mr Dalling said he did not receive the
information from the .bank but from an
enterprising journalist who conducted an
intensive investigation on this matter.

He saild Mr Justice Munmk should
have recused himself from the Commys-
sion of Inquiry investigating Barclays
Bank (now First National Bank} chief ex-

Poorter wrong,
says 1nstitute

The Institute of Directors vesterday
contradicted a statement by Mr Laurie
Poorter in the President’s Council on
Thursday in which he said a statement
issued by the institute was not an offi-
cial document,

Mr Poorter said the statement on
the findings of the Munnik Commissjon
about Mr Chris Bal! bad been issued by
an “over-zealous political character”
and was not an official document,

Mr Poorter said on Thursday he
“was not even consuolted”.

The Institute's chairman, Mr Erie
Henderson, said in a statement yester-
day: “The Institute of Directors’ Press
release issued on April 14 was an offi-
cial document cleared by the executive
of the institute prior to release and
subsequently approved by the council
of the institute.”

The initial Press release from the
institute read: “The 1500-strong Insti-
tute of Directors, one of whose major
objectives is to provide the individua]
director a voice in his own right ..,
was totally supportive of the views ex-
pressed by Mr Mervyn King and Mr
Peter Wrighton in their letter to First

DAVID BRAUN
Paolitical Correspondent

ecutive Mr Chris Ball's role in the finan
ing of ANC advertisements.

Mr du Plessis said in a statement th
incident of Mr Dalling’s allegations abot
the judge's bank account inevitabl
rawsed grave doubts as to the quality ¢
the protection of confidential informatig
relating to individual clients of Sout
African banks.

He said: “This identification of M
Dalling's source of information creats
the perception that it 1s possible to pen
trate confidential records of South Afr
can banks, raising 1ssues of principle,

“Apart from the reflection this cag
on banking mtegrity in South Africa, th
posstble abuse of such information, or a
leged information, is obvious.

“South Africa has an open econom
with exlensive trade links involvin
many local and international banks ap
fiancial institutions.

“We furthermore operate in a hosti
international environment with conti
uous threats of increased sanctions ap
boycolts

“This fact clearly necessitates the e;
ercise, by South African banks, of 2
even greater degree of confidentiality |
handling their clients' affairs,

“The perception that our banking Sy
tem’s confidentiality can be penetrate
even and particularly by journalists, ca
therefore easily create serious doub
within the entire bankung world concen
Ing our banks' ability to protect confide;
tial information.”

Mr du Plessis said he assumed the A
sociation of Clearing Banks viewed thes
implications in as serfous a light as |
did. He looked forward to receiving the
response and learning of any action co
templated.

Mr du Plessis said that as operation
control over banks and banking instit
tions was recently transferred to the R
serve Bank, he had consulted the Go
ernor, who had fully endorsed his conce;
over the implications.

Mr Dalling was unavailable for con
ment Jast mght.

The House of Assembly this wes

M-Net National Bank showing the bank thai agreed to appomt a Select Commuttee

Tomorrow at 4.00; Mr Ball was held in the highest esteem 1“"&5&%3& a Fg‘fiﬁlﬂhﬂrﬂggﬁ u‘li'gf Iizla'];
: Live transmission England v Scotland by his peers despite the findings of the  Mmentary privilege by .

Suef:F e TV2and Tﬁgﬂ} Munnik Commission. Ir':}g: his allegations about Mr Justice Mu

n -

Tomorrow afternoon at 1.00
Soccer: International games (1.01)

“It appears to the Institute that Mr
Ball acted within his rights as a banker

@ First Nationg} Bank senior~gerntr

" Badminton: (208) ~ i Wde  [{ in granting the overdraft facility, given -TORNAger Eai;;k'hmginyl Mckenzie saidnj:z;
Rugby: SARU v Lowveld (2.50) et the anthority, ..r-* , imght the ha h&ways Sgessedm
Soccer: Arsenal v Chelsea {3.31) Wl s . "“The Institute of Directors upholds = br anch managers the uunnﬂs lﬁnpo 1
Golden £lub Competition (5.15) -, the principle of, free speech and, ac- :ﬂf Felaining Eh?“t confiden daedy' ofid
Special live broadcast: (4.34). Possibly boxing i cepting that there is a distinct overlap & : *"We have always T’Eﬁ?'il _ tL‘U i €

’ TV4 R . between business and politics, particu- ¥ -liality as paramount, and:the integrity .

Faa R

“Circle of Sport” at 10.50 tomorrow: ;-
Comrades Preview. :
Motorbike Racing: The Spanish 250 ce and 500 cc

Grand Pnx. .

Motocross: Zgluland Endurance Race.
Table Tennis; England v China test mate

4
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larly in South Africa, believes strongly

that it would be highly detrimental to
the South African economy if directors
were obliged to ascertain the political
affiliations of other business people
prior to conducting any legal business
with them.” — Sapa.

the ‘bank with regards to its clients
uppermost in eur minds.””" '

He said the allegations by the Mmnist
of Finance that a breach of confidenti
Lity had occurred were being investigati
but he was not 1n a posliton to comme

any further,
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orecast with
net earnin

’

beats
G

gs |
IR |

of R105-m

United Building Society Hold-
mgs, the first society to be listed
has earned net attributable
profits of R105 million for the
year to end-March, exceeding
;the forecast figure by R10 mil-
ion.

The results are especially
commendable in the light of the
fall in mortgage rates shortly
after the December listing
which has put a squeeze on prof-
it margins,

Standard Bank dropped its
rate to 12,5 percent and UBS re-
sponded with a rate of 13,5 per-
cenl while the other societies
arestill on 14 percent.

A'dividend of 13¢ a share will
be paid, equalling the forecast.

However, one factor that is
disappcinting for a leading fi-
nancial institution is that the
forecast(in earnings per share of
olc wasinot met and came to
49 2¢c, '

The regson for this is that the
pro forma'earnings figure was
calculated:assuming the conver-
sion to equity’had occurred at
the beginning of the financial
year, L %

It is mElead_ing since conver-
sion ocenrredsin December,
which isimoreé’than half way
through the financial year and

GARETH COSTA |

h !
shareholders could have been in-
formed that the earnings would
not be met. Even some analysts
were not aware of this anomaly.,

Ancther factor aggravating
the earnings figure is a one mii-
lion increase to 214 million in
the number of shares on'which
the earnings are calculated.

Total income for the year
reached R1,5 billion, with in-
come from advances of
R1,2 million and pre-tax income
reaching R210 million,

Total assets now stand at
R9,8 billion, with a net asset
value per share of 449¢c, while
reserves, including retained in-
come, amount to R445 million.

Chief executive, Piet Baden-
horst said yesterday that the
forecasts for 1988 had not
changed. The UBS was continu-
ing to strive for a good: class of
business and was beiitg’prudent
in taking on new business in the
present economic climate,

While there is pressure on
margins due to;the low leve] of
mortgage rates, Mr Badenhorst

‘says that strict control of costs

and drives for effeciency cor-
rected this.




LTy, Euta

I AR T

IR T R
Y

“THE chief executive of Merca-
bank, the head of investments
.0f Rembrandt and a Senbank
~general manager have left
their jobs to set up a R30-mil-
lion listed financial services
group.

. The company, which will offer a full
range of merchant-banking and cor-
porate-finance services, will operate
through listed company, Duros.

Like Columbia, it will enter invest-
ment banking. To this end, it has ac-
quired 40% of Arwa, one of only two
stocking manufacturers in SA, and

u;.':.jﬁ‘Fq of Drivetech, the listed bearings
y-group, Arwa will also be listed.
;v The “three defector-entrepreneurs
;are Reg Sherrel], managing director of
Mercabank; Murray Louw, investment
manager at Rembrandt; and Charles
Turper, general manager of Senbank.
~They are old friends who worked to-
getheroat Senbank 10 years ago.
e Thefx are supported by heavyweight
non;exeéentive partner-directors, in-
cludirig! Chiristo Wiese, chairman of
tPepkor:Uchan Claasen, formerly a top
‘man at Volkskas and now chairman of

Bx David Carte

ate lawyers Gerald Rubinstein and
Mervyn Key; former merchant banker
and chairman of Davgra David
McCay, and Lawrie Macintosh a CA.
No shareholder will have more than
12,56% of the equity.

Mr Sherrell, mastermind of the
company, will be chairman and chief
executive.

Today's announcement ends weeks
of speculation about what was happen-
ing to Duros, whose share price has
fluctuated wildly.

Mr Sherrell and Mr Turner will take
several executives of either Senbank

or Mercabank with them.

They say Sanlam, Senbank and Mer-
cabank have accepted their departure
in good grace. |

Mr Turner says. It is hard to stay
and accept a salary when you know
what kind of fee income you are gener-
ating and when that money is directly
proportional to the skill, effort and
inititative you put in. You can’t help
wanting a share of the action.”

“Senbank corporate finance chiet
Alec Melrose who stays behind says: “I

think as entrepreneurs and accept that
we must lose some. Cur old boys club
contains some illustrious personalities
and although we will compete I'm sure
we'll do good business with these
Euys."

Mr Sherrell claims Mercabank han-
dled more new listings on the Johan-
nesburg Stock Exchange’s Develop-
ment Capital Market this year than
any other merchant bank and that Sen-
bank has been tops in main board list-
ings, o

Since leaving Senbank aboiuf nine
gears ago, Mr Louw has run Rem-
randt’s international invéstment
ortfolio. He has lived in Switzerland,
ondon and New York and has excel-
lent international financial contacts.

The top three have been involved in
several giant mergers and listings, in-
cluding the rationalisation of the SA
liquor industry through the formation
of Cape Wine, reorganisation of the
Tradegro group and restructuring of
the industrial fastening industry. They
brought Punch Line, Danech, Southgo
and many other companies to tﬁe
stock market.

Ll To Page 3
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Bémking world’s $1 000-bn headache

—_—r—

LONDON. — No matter how banks change
the way they keep their books, the crisis
over the $1 000 billion owed by the Third
World will not go away, economists say.

Even Citicorp, the biggest US bank,
which set aside $3 billion last week from
its profits against possible bad debts,
acknowledged -that some Third World
loans might never be repaid.

European bankers, who have been doing
the same thing but less dramatically than
Citicorp, say making provisions of that sort
does not mean the debt does not have to be
repaid.

Third World debtors, desperate for cash
to pay for imports and prevent economic
collapse, are still pressing for their credi-
tors to ease their repayment demands.

Bankers and Western government offi-
cials fear a worldwide recession would
follow any serious default of Third World
debt. And wiping the slate ctean on Third
world debt also frightens many econo-
mists.

The way the debt crisis is solved, if a
solution is found, will affect how well
Zambian copper miners or Sudanese
herdsmen eat and whether their children
are likely to have a better life.

The answer could mean riots, or tanks,
in the streets of Third World capitals.
Some futurologists say it might even cause
bread queues in the streets of industrial
countries.

Economists say that in the debate over

what to do, actions such as Citicorp’s may
boost banks’ bargaining position, showing
they are tough enough to accept losses if
blackmailed for too many concessions.

The director of studies at London’s
Trade Policy Research Centre, Martin
Wolf, said: “I can’t see any other long-ierm
solution to the debt crisis but partial de-
fault, when the banks are (financially) pre-
Fl?rEd for it, and without actually calling it

at.”

Banks remain willing to reschedule
debt, especially since the interest rates
paid can be as much as one percentage
point above other loans they make. But
they demand economic reform, and often
harsh austerity measures, to keep those
payments coming. - Sapa-Reuter
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'Council

pulls out
of bank

Post Reporter

AS a result of supplying
1 the funds for an ANC ad-
vert by Barclays Bank
and the ensuing allega-
tions against managing
director Mr Chris Bali,
the Divisional Council of
Camdeboo is to withdraw
its account from First
National Bank.

The Cradock Divisional |
Council recently withheld
its account from the bank
for similar reasons.

The Camdeboo council
rotates its account of
more than R2 million be-
tween various banks on a
five-yearly basis and was
in its third year -of the
present five-year period
with First National.

-. It comprises the areas
of Graaff-Reinet, Jansen-

ville, Aberdeen, Pearston
Hnd ﬂﬁnrrntmhnrp‘
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FOR SUBSCRIPTION INQUIRIES — TELEPHONE EAST LONDON 261«

JOHANNESBURG — Al
most all insurers are los-
ing money on household
and vehicle insurance,
the South African Insur-
ance Association’s chief
executive, Mr Rodney
Schneeberger, said,

He added the industry
was investigating ways to
turn the situation
around, especially as car
thefts showed no decline
in the first few months of
this year compared with
the same period last year.

Claims for commercial
and industrial losses
through theft and prop-
erty damage rose to R30
million last year, com-
pared with R28 million

Insurers
losing
out?

in 1985 and R18 million
in 1984, while claims on
fire losses in this cat-
egory fell by R6 million
compared with 1985,

Claims for losses
through natural disas-
ters such as hailstorms
and cyclones dipped to
R33 million last year,
from R61 million the
year before and R107 mil-

lion in 1984,

The South African
Special Risks Insurance
Association put last
year’s claims for riot
damage at R15 mijllion
but estimates there are
R50 million in eclaims
outstanding,

Mr Schneeberger said
the insurance industry
was on a firmer footing
after ridding itself of a
vague “assets all-risk”
policy, which brought
about considerable losses
in the early 1980s, but
that insurance of per-

sonal lines is undermin-

ing the industry’s stabil-
ity and profitability. —
DDC
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The" transfer of one of
the largest corporate 1n-
stirance portfolios 1n

£

‘Qouth Africa, running

into “miltions of rands,
from an insurer who had

‘held the business for}
. many years, to another

insurer, has led to an i_n-
vestigation into the exis-
tence of an Insurance
cartel. -

In an interview with a |
spokesman for SARIMA |

(the South African Risk
and Insurance Manage-

ment Association), he in- |}

dicated that its members
had become increasing-
ly dissatisfied with what
what appears to have

been a cartel-type
arrangement betweeln
most short-term insurers
over the past two Of
three years.

SARIMA was formed
last year o represent
the interests of most of
South Africa’s largest
corporate insurance
buyers. .

It says the arrange-
ment, loosely known as
the “market agreement”,
has severely curtailed
what should be a free
market and has secured
massive rate increases
for its adherents.

The agreement oper-
ates by laying down that
a “signatory” will only
accept business of an-
other party at the same
rates and conditions the
holding insurer is offer-
ing. The agreement
holds unless there 1§ 2
significant difference 1n
the type of risk 10 be cov-
ered, or revised rates
offered by the holding
insurer are 20%-25%
higher than the previous
rate.

Barriers .
SARIMA says it was

aware of the movement

of several other insur-
ance portfolios, also mo-
tivated by “the intoler-
able ' negotiating

positions insyrance buy- |
ers have been placed in §

by the agreement.”

—_— r——

A SARIMA spokesman

said this week that legis- |

lative barriers to the en-

r

try .of new insurance s
companies worked-§»

against an environment
of genuine free enter-
prise if existing regis-
tered insurers used
their privileged postion
.to enforce rate increases
.through cartel arrange-

L]

ments,
He said insurers had a

" duty to allow, free com-

petition, giyen their ad-
vantageous position. “In
fact, we feel it is in their
interests to guard their
protected position jea-
lously by avoiding any
suspicion of cartel ar-
rangements, let alone
any proof.”

Those corporations

with large insurance

portfolios, and often
with assets exceeding
their .insurers, are com-
pelled to spread their
business throughout the
matrket, because, in
terms of reinsurance
treaties, insurers will
not underwrite more
than a certain amount of
risk.

The copying of policy
and premium documents
to all co-insurers for
these large placements
ensures adequate polie-
ing of the “market agree-
ment” by its members as
the rates and terms set
by any “new” lead insur-
er were notified to all
co-insurers.

Mr Theo Vels, GM of
Mutual & Federal, de-
nied there was ‘“‘an
agreement” beiween in-
surers, although he said
there was a “loose un-
derstanding’” that a
holding insurer would
be consulted when one
of its corporate accounts
was being taken over.

Co-operation

He said the lack of}

market co-operation and
undue competitiveness
in rating in the past five
to seven years had had a
detrimental effect on un-
derwriting profits and
had led to diminishing
reinsurance support.
The industry, in ac-
knowledging the need to
sort out its books, had
accepted the need for
greater co-operation
among members in rate-
setting, in order to get
sensible returns for re-
insurers.

Mr Brian Wilkinson,
GM of SA Eagle, ad-
mitted that a “co-opera-
tion agreement” existed
between the major
short-term insurers ‘“to
avoid a repeat of the AA
Mutual collapse”.

Spokesmen for the
Competition Board and
the Insurance Associa-
tion could not be
reached for comment.

—_—
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alks on big
insurance

I}ﬁiltual, South Afriea’s second
o0ldést insurance company, is

holding merger talks with the
industry’s giant, Old Mutual.

i

A merger of the iwo compa-
nies would result in total assets
of more than R20-billion.

Colonial Mutunal, which was
established in Cape Town in
1883 by the Colonial Mutual of
Australasia, is the 12th largest
life insurer operating in South
Africa. Its assets amount fo

R585-million.
Managing director Mr Doug

Cleland today refused to com-

meit on the talks.

Old Mutual has assets of
R19%2-billion.

Negotiations between the
two companjes “with a view fo
the merger of the Colonial Mu-
tual’s- South African business
with Old Mutual’'s” were con-
firmed today by Old Mutual’s
managing director Mr Mike
Levett. A further statement

| could be expected shortly, he
' said. ‘ '
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Closing gold prices

(In $ an ounce)
LONDON:
Closed

ZURICH:
464,00-467,00

THE SOUTH AFRICAN BULLION
AND KRUGERRAND EXCHANGE

PH: 25 1788, 25 1946

\ N gpward' trend continues
|

From. DAVID COHEN

continued its upward trend with earn-
share for the S5iX months to
rising 28,3c to 120,8¢, a 31%
increase over the same period last

The

earnings rise, significantly

higher than most market analyst eX-
pectations of around 23%, infers
healthy contributions from the whol-

ly-owned

;
% JOHANNESBURG. __ Barlow Rand
ings a
March
ear.
%
3
)

subsidiaries Middelburg

" Gteel and the Motor Appliances and
Tractors division whose resulis are
not public knowledge.

Barlows CE Warren Clewlow con-

firmed
owneds

yesterday that “the wholly-
had turned in much impmvgd

performances over last year's interim

| March.

e

results”.

The interim dividend was lifted by
6c to 30c (24c¢) and superior earnings
boosted dividend cover from 3.8 to
| four times.

i Looking ahead, Clewlow said that
although trading activity could be €x-
pected to improve, growth for the next
dix months is unlikely to match the
| improvement for the half-year 1o

A feature of the results is the “sub-
stantial growth” recorded by the
group’s industrial interesis which ac-
counted for 28% (17%) of attributable
profit, after tax. This offset the declin-
ing contributions from international
and mining operations. “Mining
showed a small decline mainly due 10
jower coal export receipts,”’ said
Clewlow.

A 13% rise in turnover to R8 146m
(R7 182m) failed to keep pace with in-
flation but iranslated into a dispro-
portionate 31% hike in attributable
earnings to R217m (R166m). Clewlow
attributed this to “improved margins,
lower average borrowings and inter-
est rates and an average tax rate
which reduced from 42 6% Lo 40,2%."

The group trimmed its interest bill
by R29m to R125m and achieved the
2.4% lower laX rate. :

However, a disturbing aspect is that
Barlows — whose turnover last year of
R14 623m accounted for 11% of 1986's
gross national product— made no real
contribution to unemployment statls-
tics, reporting negligable additions to
its 232 000 work force.
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dened” that a political dispute
between Botha and an oppo-
nent had been used fo naﬁ_.m.“ _

- aea

ELSEWHERE IN SA |
R1,12 (excl GST) ) o
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ciate the tradition of judicia
| independence.

Munnik -should have recused
himself, he said. “From the
very outset, it imm.n_mﬁn ;.E_
this was not a judicial 1Ssu€ in-
volving criminal or civil liabil-
ity of any sort.”

The commission was “meant
to achieve the advantageous
resolution of a political dis-
at the time of an clection,
involving the head of the Na-
tional Party and one

not agree with the party”’.
The dispute was One which

might “possibly have affected
the electoral fortunes of the
National Party, certainly with-
in the business community”’.

- = MR
- [ Vg

L ..
A T TR : S

AY 22 10

- .
- = =
-

THURSDAY MAY 28, 1987

* | o
22 W % M %
Dalling s the Munnik

Comumission’s report was “a

FOR" A - CHA Zm..-.zmw____-_.mocq.tm,.,q_,.__hmmahm_._m..,_.__”_”_..___,._._H,_._._hm_..._._”__“.,__.___......,

%w :.. mﬁm
* & W Wit)
accounts debt Its”, - es,

By JEAN LE MAY, Cape Town

MP Dalling

DAVID DALLING faces possi-
ble suspension from the House

" For this and other reasons,

— T EETEECTE
"

L L A e

The commissioner Was | of Assembly if a select com- Justice ‘Munnik, and wm...n_mwm Munnik should have recused travesty of justice initiated by
«yndeniably a strong supporter miftee n:%. _.mm _u_.mmm:mn ._...E._E.. Bank {(now First National himself from the special com- the state president”.

of the governing party” and “a | mentary privilege with his alle- Bank). , mission appointed by President The speaker, Louis le
longstanding personal friend | pations about the Munnik Com- _If he is found to have .PW Botha to investigate the Grange, at this point refused

of Mr Botha”. .
Finally, said Dalling, Mun-
nik, “following defaults of
thousands of rands”, had had:
“an unhappy relationship with
‘Barclays RBank” and as a result
“pad no right to sit on the

commission at all”. |

The Munnik report was
“laced with unsolicited, gratui-

tous insuits as to Mr Ball’s
prudence as a banker, as to the
inflated view the commissioncr
took of his own banking ex-
pertise and finally to Mr Ball’s
personal integrity”.
The minister of justice, Ko-

bie Coet-see, said after PDalling

- -

-

sat down that . his speech had

been scandalous. He accused

the PKY :
politics of the worst sort”.

of indulging in “gutter

-

mission.

.ate yesterday the House ap-
pointed a select committee to
investigate whether the Pro-
gressive Federal Party MP
overstepped his parliamentary
rights with his allegations co-
ncerning the past financial re-
lationship between the judge
president of the Western Cape,

breached parliamentary privi-
lege he could be suspended or
ordered to apologise.

On the second day of this
week’s censure debate Dalling
told parliament Munnik had on
more than one occasion had his
account “unilaterally” closed
by the-then Barclays Bank “for
reasons relating to overdrawn

— - - - - -

—_—

funding of advertisements
which called for the unbanning
of the ANC.

Munnik found that Barclays
MD Chris Ball, who authorised
an overdraft, -had known it

would be used to pay for the
ANC advertisements. -
Amid a chorus of interjec-

tions from government bench-

s rm v e e

to allow him to continue. Sey-
eral times during Dalling’s

speech the speaker called him
- to order, saying he would not

atllow parliament to be used to
“smear” the state president’ and
the judge president
Earlier in his speech, Dalling
said he was “shocked and sad-
®To PAGE 2 )
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OLD MUTUAL and Colonial Mutus
.. have entered into negotiations with 2

‘view to a merger involving Colonial/ s
a7

.Mutual’s South African business,

;. An announcement yesterday by Old
Mutual MD Mike Levett gave no further
.details, but said a further statement
would be made in due. course.

.- oIf the Presenbn.negotiatinns reach a

“successful conclusion, Old Mutual will
reinforce its position as SA’s . largest
assurer, its assets increasing to about
R19,5bn with: the addition of Colonial’s

Y

I ”
I"f\ " | Lo
L) "I .
+! 1
- R

e net premium income of both com-
panies together would amount to about
R24bn a year. .
Old Mutuval’s’ closest: competitor “is
Sanlam, with assets totalling R9,6}in and
net premium income of R2,1bn. Sanlam
also controls Metropolitan Life with-as-
sets of:R1,23bn and net premium income
of R213m. The two companies are, how-
ever, separate entities.
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Insurance
‘cartel’ Zs
- {OF

under fire"

THE transfer of one of the largest
corporate insurance portfolios in SA,

running into millions of rand, from

an insurer who had held the business
for many years, to another insurer,
has led to a Business Day investiga-
tion into the existence of an insur-
ance cartel. -

* I
A Sarima (South African Risk and In-

surance Management Association)
spokesman said association members
had become increasingly dissatisfied
with what appeared to have been a car-
tel-type arrangement between most
short-term insurers during the past three
. years,

Sarima was formed last year to repre-
sent the interests of most of the largest
corporate insurance buyers,

It said the arrangement, loosely
known as the “market agreement”, had
severely curtailed what should be a free
market and had secured massive rate
increases for its adherents,

. -The -agreement dpecates by laying .

.down that a “signatory” will only accept
business of another party at the same
rates and conditions the holding instirer
is offering. The agreement holds unléss

g : _

-any proof.”

there is a significant difference in the
type of risk to be covered, or revised
rates offered by the holding insurer are
20%-25% higher than the previous rate. .

Sarima said it was aware of the move-
ment of several other insurance portfo-
lios, also motivated by “the intolerable
negotiating positions insurance buyers
have been placed in by the agreement”.

The Sarima spokesman said legisla-
tive barriers to the entry of new insur-

ance companies worked against an envi-
ronment of genuine free enterprise if
existing registered insurers used their
privileged postion to enforce rate in-
creases through cartel arrangements,
He said insurers had a duty to allow
free competition*given their advanta-
geous position. “In‘fact, we feel it is in
their interests to guard their protected
position jealously by avoiding any suspi-

cion of cartel arrangements, let alone

y w—— }ﬂ“ -,; ol A
ti*:»e"a'::n:)lﬁﬂ1"-51\‘.'1{.’;;:1‘5*l witl large” insur-
ance portfolios, :ill'dttén with assets
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- Camdebo’Closés acch
PORT ELIZABETH. — The Divisional Counc)
Camdebo. has announced it will withdraw its

| LA )

“bank becoming involved in politics”,
account would now be transfeyred to V
he said. »~ - )
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edly defrauded the Standard Bank out of more than
R9 million in a manipulation of computer records.

This emerged in the Rand Supreme Court yester-
day when the estates of the clerk, Miss Snowy Te-
bello Moshoeshoe, and her boyfriend, businessman
and soccer club owner My Zola Daniel Mohobe,
were provisionally sequestrated after an urgent ap-
plication by Standard Bank.

Mr Mohobe, desecribed in a bank affidavit as a
fugitive, is known as a big spender in the soceer
world, Last year he took wives and players on g
world tour which included atitending the FA Cup
Final in London.

Niekerk, was told that Miss Moshoeshoe had cir-
cumvented the bank’s computer safeguards and had
Over a two-year period deposited R9 185 287 into
various accounts, the bulk of which were concerns
of which Mr Mohobe was the sole proprietor.

Standard Bank inspector Mr Anton Wilson said in
the affidavit that irregularities were discovered last
Wednesday by the administration manager of the
Selby branch.

Miss Moshoeshoe’s expertise, said Mr Wilson, was
gradually acquired over the period of six years she
was employed by the bank as a checking elerk in the
inter-branch transaction department,

Miss Moshoeshoe was arrested on Monday. Mr
Wilson said she had admitted to having defrauded

o 4

He claimed she had on several occasions ficti-
tiously debited inter-branch transaction accounts
and then credited accounts of her choice. After a
lapse of a few days, she would reverse the fictitious
enl!;w without affecting the balancing of the books.

As this was done within a few days after the
irregular entries were passed, the computer did not
register any queries as to the absence of response to
the ocutstanding debits.
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o k creased its attributable
profit for the year end-
- * ing March 31 by 72% ~—
ta a rise to R1,8m from
1 ° _ R1 045 000 for the pre-
| vious period.
s A e This represents earnings
R ' : ‘ . per share of 7,2¢, com-
- - - : - L Pared with 4,2¢ for the
' previous year.
‘ . . P : ' T'A final dividend of 3,5¢
, | has been declared,
’ o | _ making Sc for the year
IR compared with a pre-
vious 4e.
‘ S Gross premium rose to
. ) R35 336 000 for the
-t ‘ year, compared with
L ‘ R23 896 000 for the pre-
- e vous year — a 48% in-
. _ Crease. Nett premium
A - ' income amounted to
, R30 938 000, compared
| , with R21340000 — g
45% increase.
: . L 1 Says chairman § Lewis:
“This has been a won-
derful year for the
marketing of the
. ‘ group’s Ultra and Pro-
o “ lector policy ranges.
| The results also reflect
- : ' | he benefits of our so-
| Phisticated ‘on-line
‘ Co ‘ Computer system,
¥ 1o “The 1988 budget shows
5 A further good growth.”
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SOUTHERN LIFE has lifted@isclodel
earnings for the year to March 31 by
26.8% to R64m (R50,5m) and the final
dividend by 31,2% to 16,4c a share.

Tota! consolidated assets of the
group have increased during the year
by an impressive 40% and are now
worth R7 723m, compared with
R3 453m when the new Southern was
formed three years ago — an annual
compound growth rate of about 31%.

Group premium income has grown
by 32% to R858m. New business rose
by 66% to R357Tm.

Investment income rose by 12% to
R511m. During the year the market
value of the group’s investment portfo-
lio rose by R2011m to R7 139m.

CE Neal Chapman said it was “par-
ticularly pleasing” that the company
had been able to contain the increase
in administration costs to 8%, about
half the inflation rate.

He pointed out .that this was the
second year in succession-that the rise
had been confined to a single figure.

“As a result, the cost of operating

e company in real terms has de-
creased by 18% over the two-year
period.”

Payments to policy-holders had in-
creased by 24% to R474m. Chapman
said the performance of Southern
Life's investment portfolios contribut-
ed significantly to the benefits that
acerued to policy-holders and pension
fund clients.

He said fewer policies had been sur-
rendered than the previous year.
“Nevertheless, the growth in the
amount paid to policy-holders in re-
spect of surrenders and to pension
fund members who were retrenched
by their companies is of continuing
concern.

“It is to be hoped that the upswing in
the economy will bring about a health-
ier state of affairs.”

Discussing subsidiaries, Chapman
said the disclosed earnings of African
Life increased by 20% to R648 000
(R540 000). New business written in-
creased by 43% and total assets to
R88m (R71m).

7gs up;
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6,8 %
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1 ohobe’s whereabouts are W1
A o more ihan o by e oo sommmior— ok e pectar At ¥ eimcared
ndara ban . , ' ented the bank’s compuier  affidavit: “Moshoeshoe . '
“ingeniously” manlpﬂlitmgﬁ oﬁumputer ﬁ%ﬁgﬁggm had, over the two-year what can only be «1{%:5::1‘11:3&(]1:l as afn mg:fg;
records over a two-YEf:l agg inthe Rand  period, deposited R9 185 287,06 into  jous meansto circumvent the sa Egu:s d
q Thésmaéﬂg%%rﬁf';;?:rday when the es-  various accounts of concerns of which  puilt into the computer programines.
upr

Mohobe was the sole proprietor. He said Moshoeshoe fictitiously deb-
tates of the _cleg% ?nﬁlﬁoﬁuiﬁggi Moshoeshoe, a ﬂh&ﬂimg clerk in the ... o inter-branch transaction and then
apq;l:;.l?; ”sﬂiﬂmgtﬁd after an urgent inter-branch transaction department of
visi

h of Standard ® To Page 2
A dard Bank. the Johannesburg branch © |:> |
ap}lj'lﬁ: itég?il?g 1u'sfr':f;asntt:lﬂl that Moshoeshoe  Bank for six years, 15 Il police custody.

—_— ey W

| Standard Bank may be victim of R9m fraud

credited an account of her choice. : :
After a few days, she would revers red, the bank immediately stopped the

the fictitious entry without affecting th {g\gci:uunts, but found only a R185 287,06

balancing of the Books. wa ance.

{  As this was done shortly after the ir- The affidavit said the bank estahlished
regular entries were passed, the comput- 10 assets possessed by Moshoeshoe other

er did not register any queries about the, than a bracelet and a diamond ring. Her

| !?ka of response to the outst.j [B«Iég d?v\gbfﬁyiriend 1s nowhere to be found,
its. L
)
i

i
When the alleged fraud was discov- Var{;hﬁﬁiﬂifm granted by Mr Justice
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Staff, policyholders ‘secure’

By-AUDREY D'ANGELO
and' CHRIS CAIRNCROSS

OLD MUTUAL and Colonial Mutual
(SA) — the two oldest mutual life as-
Surance societies in the country, both
based in Cape Town — have agreed to
merge,

Old Mutual will take over Colonial
Mutual’s local assets and liabilities.,

Colonial Mutual policy holders will
become 0Old Mutual policy holders
and a joint statement issued by both
societies yesterday said that “the poli-
cies taken over will be dealt with in an
equitable manner”. ,

The merger will mean no loss of
jobs. Qld Mutual, which has about
9 000 employees, has agreed to absorb
all 800 working for Colonial Mutual.

Yesterday's statement ends sSpecula-
tion arising from the announcement
early this year that Colonial Mutual
(SA) was cutting ties with its Austra-
lian parent and looking for a loeal
partner.

A spokesman for Old Mutual said
meetings were still being held at
which “the nuts and bolts are being
worked out”,

He said one of the reasons for decid-
ing on the merger were the similarity
between the two organizations.

“Their markets are very similar to
ours and their administration systems
are fairly compatible.”

The statement issued vesterday
sald:“No consideration of any kind
will pass between the parties.”

It pointed out that Old Mutual has
the largest asset base in the SA insur-
ance industry and is ranked No. 1 in
premium income. ‘

Its total assets were given as

L]
L e ]

-

f-’rj
R19030m in the Financls] Mak -Spe-
cial survey of top companies this
month, which ranked it fourth in the

SA giants league behind Escom, Anglo
and Stanbie.

Colonial Mutual, which has been
operating in SA since 1883, is current-
ly the 12th largest assurer in the coun-
iry, with total assets in excess of
R600m,

Premium income for the 12 months
to December 1986 was R80,7m.

The Competition Board (CB) has “re-
luctantly” given its green light to the
proposed takeover by SA Mutual of
Colonial Mutual, the CB’s chairman
Stef Naude announced in a statement
released in Cape Town yesterday.

He said this decision was taken in
spite of the fact the takeover would
constitute a further concentration in
SA financial sector, and the life insur-
ance industry in particular — now the
subject of a CB investigation,

Naude said that 0ld Mutual and
Colonial Mutual had consulted with
the CB over the acquisition, and the
latter had found that there were no
circumstances which do not justify the
deal in the public interest.

Among reasons he gave for-taking
this decision were that: S

L] The interests of existing. poliey
holders with Colonial Mutual must be
protected, and a merger with another
small life insurer in these! cireum-
stances would not ensures& similar
degree of protection; andfi&

[ The merger willtientail an
increase of about 1% ih-Old Mutual’s
market share — an increase.which the
CB believed would notusignificantly
affect competition in the Industry.

- —_———
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“THE Competition Board is to investigate growing

concentration in the finance sector after announce-

. ments that the Old Mitua! and Colonial Mutual

plan to merge.

The board’s chairman, Dr S J Naude, said small-
er life assurance companies were finding it in-
creasingly difficult to compete effectively.

“Part of the reason for the merger is that Colo-
nial Mutual has various reasons for wanting fo
sever its links .with Australia, where the company
was founded in. 1873.”

The Old Mutual and Colonial Mutual are the old-

~ est mutual life assurance companies in South Afri-
- ca. Old Mutual has the largest premium income in

the country and Colonial Mutual is the 12th largest
assurer. ‘

Old Mutual $aid in its take-over announcement

yesterday, that Colonial Mutual policy-holders -

would become Old:Mutual policy-holders and Colo-
nial Mutual’§ assets;and liabilities would be taken
y e bl ‘

over. " :,

e g :
- 0ld Muttid] will'3ccommodate all Colonial Mu-
tual staff. — Sapa. "
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carried in Busipess Day this week
that the short-term insurance indys.
Is operating a carte],
arlier this week the SA Risk and
Insurance Management Association
(Sarima), Teépresenting 38 of the largest
corporate insurance buyers, said a mar-

Naude said yesterday if evidenee were
found that collusion op premiums or
market-sharing wag indeed being prac-
ised, it would constitute a serious of-
fence. He said such an offence wag pun-
ishable by a maximum fine of Ri0o 000,
or-five years in prison, or both,
The board’s move came just days after

e =)

a ™ 1 Feke o a A . o B h _...'..T R . - -
1 AN Official’ sajd yesterday ‘the bosird

. Wotuld Anvestigate whether “the Short-
~.ferm’ ifisurance industry wag acting in
..contravention of g government notice

“Re*port Spurs Competition Board

|
;gublished in May lasf year, which listed
Ve unacceptable business practices:
Re-sale price Mmaintenance;
Horizonta] price collusion:

Horizonta] collusion on conditions of

sug:l}q
orizontal collusion op market shar-
Ing; and

Collusive tendering,

war, civil war or nuclear disaster.
" “Insufgrtasttherli :iis bilg agrggment in
€.Mmarket, it would- ave.to be a, ve
Inuﬁ‘é“?indemtandmg Eecat%e the fnarkg
is ultra-com;}:;etitive, especially now that
ty has been restored tothe fire,
commercial and industrial markets.” -




- MD ‘autocratic’, commission told

IN AN acrimonious meeting be-
tween AA Mutual (AAM) MD
Warren Plummer angd Enos
Barnard — one of hijs general
managers — some time during
January 1986, Barnard had
forecast losses for AAM of
about R25m, Perey Grohavaz
said yesterday in evidence to

the Melamet Commission,

Grohavaz, .at present an assist-
ant GM at Mutual & Federal, was
GM of AAM's general division at
the time of its collapse.

He said Plummer had “torn Bar-
nard’s figures apart”, accusing him
of using inappropriate historical
claims ratios and inaccuracies on
the reinsurance front.

The commission, sitting at the
Rand Supreme Court under chair-
man Mr Justice Melamet, is inves-
tigating the collapse of the short-
term insurer last vear.

Grohavaz said Plummer was not
a man who took kindly to anyone
standing up against him. “He was
an extreme egotist, an autocratic
sort of man, and not at aj] demo-
cratic”

He said AAM had used an “in-

correct modus operandi” to cal- .
cplate its reserve fund for claims
incurred but not reported (IBNRs).

The company had provided for
IBNRs by adding 10% of all claims
estimates to the outstanding claims
reserve, and the books of AAM had
been kept open for claims incurred
during that year for only seven
days after the financia] year-end.

If AAM had provided for IBNRs
in the standar way, which was to
reserve 5%-6% of premium income
for this lpurpose, R20m would have
been held in the reserve, as against
the R1,5m in fact held.

Grohavaz said the company had
operated in this way for 25 years
and that run-off surpluses had
always proved to be a sufficient
reserve f%r IBNRs, The method had
stood the test of time, although he
conceded there was no inherent
reason why it should have worked,

He said Plummer had spent
about half his time in London for
Mmany years, and the GMs had
“learnt to run the three separate
divisions in

isolation.”




CAPE TOWN — The
Competition Board
(CB) had reluctantly
given the green light
to the take-over of
Colonial Mutual by

| Old Mutual, chair- etS
man Stef Naude said *
yesterday. |

He said that decision was taken de-

spite the fact the take-over would con-
stitute a further concentration in the
financial sector, and the life insurance
industry in particular — now the sub-
Ject of a CB investigation.

Naude said Old Mutual and Colonial .

Mutual had consnlted with the CB over
' the acquisition, and the latter had found
that th?re were no circumstances
which did not justify the deal in the

Assugers’* me
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CHRIS CAIRNCROSS and
HELENA PATTEN

yesterday.

The companies said the transfer was
effective from January 1, 1987, and in-
volved the merger of the two oldest
mutual life assurance societies in SA,

Colonial Mutual policyholders would
become policyholders of Old Mutual
and assets and liabilities would be tak-

public interest,

The merger was officially announced

— —
—-_— -
——

Assurers’ merg@

C re
;‘%6%253 ﬂ?: 1

en over by Old Mutual. ~

The policies taken over wouid be
dealt with in an equitable manner in the
interests of the policyholders of both
organisations, - |

Old Mutual would accommodate all
the staff of Colonial Mutual in its oper-
ations. No consideration of any kind

would pass between the parties.

The companies said the merger was
a logical move as both parties were
mutual societies based in Cape Town
and had complementary markets.

With assets in excess of R23bn, Old
Mutual had the largest asset base in the
insurance industry and was ranked
number one in premium income.

Colonial Mutual was established in
1873 in Melbourne, Australia, and had
operated in SA since 1883. It was the
12th largest assurer in the country, with
total assets in excess of R600m. Its

—_

@ To Page 2 @

light

premium income for the 12 months to
December 1986 was R80,7m.

The companies said the transfer was
subject to all statutory requirements
being complied with prior to the date of
sanction by the Supreme Court. Repre-
sentations had been made to the Com-

etitions Board and the Registrar of
inancial Institutions.

Naude said Colonial Mutual was a
mutual society with origins in Austra-
lia, which now wished to sever its con-
nections with SA for various reasons.

At the same time, the CB was also
aware of the size of Old Mutual in the
insurance industry, as well as its role in
the economy as a whole.

Naude said; “It was, therefore, with
some reluctance that apprnval for the
transaction was given.’
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glants merge.g

m.“,, Dispatch Correspondent
J(ZIAP'E TOWN — Old Mutual and Colonial Mutual
yesterday announced the merger of the South Afri-
'fﬁpanf ‘operations of Colonial Mutual with 0ld Mutual,

 ; takmg the total assets nt‘ 0Old Mutual to mure than
R23 billion.

—&'lf"f-ﬁ:- 3% ey ol ar r A FET#Y Lt
t%““iTh*b tiahsfer, effective’from J amiary 1 1987, sees

the;nmerger of the two oldest mutual life assurance
- gocieties in South Africa.

A joint statement issued in-Cape Town said Colo-
nial Mutual polieyholders would become policy-
holders of Old Mutual and the assets and 113b111t1es
would be taken over by Old Mutual.

No consideration of any kind would pass be-
tween the parties.

Wlth assets in excess of R23 000 million, Old Mu-
tual had the largest asset base in the South At’rman
insurance industry and was ranked number one in
premium income.

Colonial Mutual was established in 1873 in Mel-

bourne, Australia, and has been operating in South
-Af‘rma since 1883.

It 15 currently the 12th largest assurer in the
country, with total assets in excess of R600 million.
Premium income for the 12 months to December
1986 was R80,7 million.
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Financial Editor of Business:Day

_uﬂH 11 ﬂ._“

JOHANNESBURG. — First-xNational

Bank is under fire yet again, with a
Nationalist newspaper claiming in-
correctly that the bank had suffered a
. cheque-

| huge drop in its share of th
| deposit market. “w s

- Iy
e,
s

e |

o B vs SRR LR
+ The report, prominently carried on the front page
of Beeld yesterday under the headline “Ball’s bank
bleeds”, was based on an incorrect interpretation of
the BA9.quarterly returns submitted by banks to the
Reserve Bank

Questions are now being asked about the un-
named source on which the report was based be-
cause the analysis of the BA9s has not yet been
officially. relea. "d by iy band. TIgky e

Some bankers suspectthe misleading information
could have been put out by a competitor, although
the BA9s are public documents dnce they have been
lodged with the Reserve Bank. The documents are
required to pe with the Registrar of Banks, Mr Chris
de Swardt, 40 days after the close of each quarter.

The:Beeld report claimed First National Bank's |
(formely Barclays) cheque deposits had dropped by -
40,6% to R1 965 million in the quarter to March this _
year.

As a result, said Beeld, First National’s share of
this market dropped from 33,8% in the last quarter
of last year to just 21,8%. The decline could be
directly atiributed to the Ball “debacle”, it said.

However, if cheque deposits had dropped to the
extent: published, this would inevitably have been
reflected in First National’s total deposits, of which
cheque deposits are a component. According to the
BA9s there has been no real decline in this figure.
Total-deposits at First National at the end of March
were R10,82 billion, marginally lower than Decem-

ber’s R10,94 billion.

~ Corporate deposits

The so-called drop in cheque deposits of R1,34
billion is directly traceable to a reallocation from
cheque accounts of R1,4 billion of managed corpo-
rate accounts into the broader category known as
demand deposits.

It is understood that this was internal decision to '

reclassify certain corporate deposits to reflect more
correctly the nature of these accounts.

Adding back the R1,4 billion no longer shown as
cheque accounts, First National's share of this mar-
ket dropped marginally to 32,3% from 33,8%, and can
be largely ascribed to improved computer systems
which can more closely reconcile related accounts
(“set-off"’) and also seasonal variations, according {o
figures released by the bank.

Other term deposits, such as fixed and notice
deposits, increased slightly to R5,32 billion at the
end of Mareh from R5,08 billion at the end of De-
cember, while “other demand deposits” at R2,15
billion declined from December’s R2,5% billion.

The shortfall in total deposits was the result of a
increased “set-off’. If this is added back Emuﬂ
would in fact have been a growth in the bank’s S_Umﬂﬁ
deposits of R134 million, the bank’s figures show.

Beeld said that the latest BA9 figures, which were
made available to it on Wednesday night,; showed
that Trust Bank and Volkskas, in particular, had
benefited from this “sensitive loss’ by showing the
strongest growth rate in their cheque-deposit busi
ness. But, the percentages of market share have
been disterted by understating First National’s

figures. ,
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Growing profits

Activities: Life assurer, also offers disability
cover, pension fund products, and sells finan-
cigl services.

Control: Lifehold has 50,4%.

Chairman: M D Marais; managing director!
A W Laubscher.

Capital structure: 5Z2m ords of 5c sach.
Market capitahsation: R248,6m.

Share market: Price: 480c. Yields: 3,1% on
dividend: 5,0% on earnings; PE ratio, 20,0:
cover, 1,8. 12-month high, 480c; low, 310c.
Trading volume last quarter, 1,4m shares.
Financialk: Year to December 31.

‘8 ‘86
Total Assets (Rm) ... ... 1799 2 748
Total Capital {Rm) .. ... 2,0 36,2
Premium Income {Rm) 320 549
Investment Income (Rm} ... 172 202
Taxed Profit (Bm) .. . cooririiiininnnns 5.9 9.4
Earnings (c) 18,45 23,96
Dividends {c} 11,70 15,00
Net Worth {c} nfa 100,6

Life ..r.n F._..E_umn:u-. . . .
new products helping

i o 8 romhte o
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Conts Lifegro Assurance i

In keeping with the rest of the life assurance
sector, Lifegro has seen a sharp improve-
ment in share price in recent months, notably
after the announcement of excellent results.

Assessing the performance of a life assurer
is difficult, given the latitude the companies
have for transfers to and from reserves. On
those criteria which are available, Lifegro
has done well. EPS rose by 30%, while the
expense ratio {management expenses, €x-
cluding commissions, as a percentage of pre-
mium income received) was reduced from
18,8% to 15.6%. The investment return for
policyholders has remained extremely high.

According to a survey by Barclays Bowr-
ing, annual investment returns, based on a
single payment, have been above the indus-
try mean for investments made for periods of
up to five years. For the one-year period, the
return is 50%, substantially higher than the
industry mean of 38,6%.

The company has been writing a substan-
tial amount of new business. Total single
premiums climbed by 173% to R182,7m,
and recurring business was up 34% to
R242m. According to MD Tony Laubscher,
the sharp rise in single premiums, exper-
ienced by the entire industry, is due to the
high level of liquidity in the economy. Life-
gro’s emphasis on a better quality of business
has pushed up the recurring premiums and
also accounts for the low level of lapses.

Net investment income recorded a less
spectacular result, rising by only 17%.

Business is always helped by a new prod-
uct; Laubscher points to two new products
introduced last year, and says that a univer-
sal annuity policy will be introduced later

—— rl

Its 3,1% dividend yteld is only slightly higher
than Southern’s 2,8%. Tncrease
E.n share price are again likely to be in line
with the performance of the sector.

this year.

But the main emphasis will be on consoli~
dation and improving service. Laubscher
wants to increase Lifegro’s 6,8% market
share and “is focusing the whole strategy on
becoming a stronger competitor.”

This year quality business has continued
to be written and should be reflected in the
company’s results, though Laubscher em-
ﬁ&mm.mmnm that competition is very tough.

Cwn.m_d__ listed in March last year, has
been given a good rating by the stock market.

Further increases in

L]

Randa
DO

Angle American investment ._...:um

450 —

400 -

350~

Anamint’s results are always influenced
strongly by the performance of De Beers, its
major investment. Dividends received from
29% interest in De
.:_n biggest single element of the company’s
Income
. Still, Anamint's share is more than just an
investment in De Beers. An important factor
that distinguishes
group is that Anamint also holds significant
Investments in other companies involved in
the .w_.cman_. De Beers/Central Selling Or-
ganisation (CSO) sphere.
H.rn_.n are stakes of 18,47% and 1 8,5% respec-
tively in The Diamond Purchasing and Trad-
ing Company,
Company.
Like that of De Beers, the dividends de-
nmmanﬁ_. by these companies were obviously |
restrained during the diamond industry’s re-
cession, which lasted from about 1982 to
carly last year.
. Total dividends received by Anamint from
its Other Investments were cut from R23,1m
in E.m.m to R20,3m in 1984, when market
nann._:_c:m were particularly tough. After
static growth in 1985, both the De Beers
dividend and the other income were in-
creased by just over 37% in 1986. But in the
year to end-March 1987, the
parently decided it was time to start opening

-up the flow of dividends from the CSO
companies. While the De Beers dividend was

mmmna by an impressive 45%, Anamint’s other
mcome was raised by $3%.

The result was that Anamint derived as
much as 35,2% of its income from sources |*
other than the De Beers dividend. Apart
from the anomalous year of 1983 (37,7%),

the 27,

Beers are by far

it from the operating

In particular,

and The Diamond Trading

directors ap-

|

IIII.IIIIII'II'-III-IIIIII.III

this was the highest percentage in at [ea3t 51X
years. The implication appears to be thet m:n
CSO companies built up reserves dixing
leaner years, but their dividends may Erow
more closely in line with CSQ sales in fut ure.
Considering the known health of the indus-
try as a whole, it is possible that Anamint’s
other income will again rise slightly more
sharply than De Beers’ dividend this year.
From an asset standpoint, Anamint’s
98,2m De Beers shares are currently worth
about R400 per Anamint share, based on the
De Beers share price of R40,50c. The other
Investments at directors’ valuation are ¥Orth
a further R28,30 a share. Indeed, the bal-
ance sheet net worth figure of just over R418
a share is very much on the conservativeside.
All indications are that sales of diamonds
at the sights held so far this year by the CSO
have remained buoyant. Owing partly to
currency considerations, De Beers’ share
may continue to consolidate, but still looks a
sound investment (FM May 8), At R495,
Anamint yields 2,4% on dividend against De
Beers’ yield of 2%, and may well be a better
buy at present than De Beers, even allowi ng
for its limited tradeability., Andrew McNe ity
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Activities: Holding company with divisions
operating in investrment and finance; insurance
and financial services: and property and con-
struction.
Controk: Remgro, Louis Shill and Mines Psn-
sion Fund jontly hold control.
Chairman and managing director: H L Shill,
Capital structure: 271,8m ords of R1 each.
Market capitalisation: R392m.
Share market: Price: R18. Yields: 2,8% on
dividend; 4,8% on earmings; PE ratio, 20,9:
cover, 1,7. 12-month high, R19: low, R9.
Irading volume last quarter, 132 000 shares.
Financial: Year to December 31.

‘83 ‘84 ‘85 ‘86
Total Assets (Rm} ... 414,2 518,9 653.8 1033.8

Performance:

‘83 ‘84 ‘B5 ‘86
Taxed profit (Rm} .... 156 18,0 212 207
Earnings {c) ............ 87,7 92,1 83,7 861
Dividends (c) ......... 42,0 480 480 500
Net worth (¢} ......... 406 420 482 421

Sage’s share price has nearly doubled since
carly December, reflecting investor interest
in recent developments, including the acqui-
sition of National Mutual, 10% of Allied
Building Society and now the planned pur-
chase of Northern Trust. The likelihood of
the listing of the property and construction
interests, as well as Sage Life, has also at-
tracted some investors to the share.

Sage’s results have not been the spectacu-
lar kind that have drawn investors to other
companies, though EPS increased last year
after a decline in the 1985 year. Acquisition
of the outstanding balance of the equity in
Sage Life caused minority interests to fall
from R4,9m to R2m; this was the reason for

Sage’s Shill . . .
substantial insurance growth.

the rise in attributable profit of 14%. Actual
operating performance was not strong and
taxed profit declined by 2,6%.

Certain investments continued to create
problems. The provision made for the dim-
inution in their value has increased from
1985’s R6,5m to R10m. Problem areas are
again the interests in associated companies
held via subsidiary Union and London In-
vestment Trust. These include Hertz, San-
down Motors, Chemrite and SAK Holdings
— all companies that made losses in the
recession.

Unisec has proved a very successful invest-
ment. It realised R57m and, as predicted last
year, some of this has been used to reduce

borrowings, which have fallen to R70,7m
from R110,8m last year.

With the National Mutual acquisition,
and the expected listing of Sage Life, interest
must centre in this area. Normal growth,
plus the inclusion of National Mutual, has
meant a doubling of the Life company’s
assets to R798m, and new business premi-
ums have shot up from R25,9m in 1985 to
R71,2m in 1986.

Though chairman Louis Shill declines to
give any indication of the impact on earnings
of the acquisition, he does say that “National
Mutual assures us of substantial growth in
the area of insurance”. Though the depar-
ture to the US of former Sage Life MD lan
Solomon, is seen by some as a setback, Shill
points out that he has been in insurance most
of his life and has himself become executive
chairman. *In due course we shall appoint
another MD,” says Shill,“but this will not be
for some time. Because of the importance of
Sage Life in the group, we think it best that
the group CE aiso be the CE of the Life
company.”

Shill also suggests that it is necessary to
use top rate people if a company operates
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I SAGE'S PROFITS -

1985 1986
| RO00 % R000 %
Investment and

finance 9022 655 7659 41
Insurance and

financial services 3538 22 6440 35
Property and

construction . ....... 3793 23 4491 24
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PARLIAMENTARY PRIVILEGE
Ball bounces back

The use or the absolute privilege of parlia-
ment for verbal attacks against individuals
that could be actionable if repeated else-
where was firmly focused on during the cen-
sure and no-confidence debates in all three
Houses last week.

In the House of Assembly it led to the
appointment of a select committee to investi-
gate allegations by the PFP’s David Dalling
against Cape Judge President Justice
George Munnik, who probed Chris Ball’s
role in the recent ANC advertisement row.

And in the other two houses, repeated
scathing personal attacks and allegations
amounting to corruption and other acts of
dishonesty highlighted the growing tensions
in coloured and Indian politics as well.

The assembly’s majority resolution to ap-
point a committee to probe Dalling’s re-
marks raised the question of State President
P W Botha’s original allegations against Ball
in the House in February, It also revived the

debate in legal circles over whether judges |

should be used to head commissions of inqui-
Ty,
Dalling’s action rocked parliament and
dragged Ball back into a row he was clearly
hoping would go away.

Amid repeated interjections by National
L_ — \\
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Party (NP) MPs and warnings by Speaker
Louis le Grange not to abuse the privilege of
Parliament, Dalling said Munnik’s ‘“‘un-
happy” banking relationship with Barclays
was one of four reasons why he should not
have accepted Botha's brief to investigate
Ball.

Dalling said his information on Munnik
came from “an enterprising journalist’ who

had investigated the matter and not from
Barclays.

This led to Finance Minister Barend du
Plessis sending an urgent telex to the chairman

of the SA Association of Clearing Banks

| asking it to explain how a journalist came to

have what should have been confidential
information concerning Munnik’s banking
record.

“The perception that our banking system’s
confidentiality can be penetrated, even and
particularly by journalists, can therefore
easily create serious doubts within the entire
banking world concerning our banks’ ability
to protect confidential information,” he said.

In his allegations against Munnik, Dalling

| charged that the judge should not have ac-

cepted the brief because:

From the outset it was obvious that the
matter was not a judicial issue involving
criminal or civil liability of any sort. The
appointment of a commission was a means to
the advantageous resolution of a political
and not a judicial dispute, at the time of the
election. It involved the head of the NP and
one who disagreed with the party. Judicial
attention should not have been afforded in
such an instance;

It was an almost personal dispute between
the state president and the head of a major
bank. Munnik was well known to be a long-
standing personal friend of one of the dispu-
tees and should not have been party to the
quarrel;

The dispute was essentially one which
may have possibly affected the electoral for-
tunes of the NP — certainly within the
business community — in greater or lesser
measure. Munnik was undeniably a strong
supporter of the NP and should have avoided
sitting on the commission: and

] In past years, and on more than one
occasion, Barclays had occasion to unilater-
ally close Munnik’s account. The parting
between Munnik and Barclays was an un-
happy one,

Dalling said: “As a result, I believe he
(Munnik) had noright to sit on this inquiry.”
He said Munnik’s report was “interlaced
with unsolicited, gratuitous insults as to Mr
Ball’s prudence as a banker, as to the infla-
ted view he took of his own banking exper-
tise, and finally as to Mr Ball’s personal
integrity.”

The row over the ANC ads involved nei-
ther a crime nor a banking irregularity, but
centred on a political dispute,

Botha, “armed with transcriptions of se-
cretly tapped telephone conversations,” de-
cided to use the judiciary to win his point,

The commission’s terms of reference were
drafted in such a manner so that the “object”

of Botha’s annoyance was on trial, while
ensuring that the background to the accusa-
tions against Ball were not probed.

Dalling pointed out that a commission
could indict people without ever giving them
the opportunity to answer. People “on tria]”
could not call or cross-examine witnesses.

“None of the safeguards which our legal
system provides to avoid miscarriages of jus-
tice are present. Worst of all, there is no right
of appeal, not even of review. Once a finding
1s made 1t sticks,” he said.

The Munnik Commission was, therefore,
an “ideal forum™ to *suit the ends” of the
president.

Speaking immediately after Dalling, Jus-
tice Minister Kobie Coetsee said Dalling was
seeking “maximum publicity” for short-term
gain without considering the implications of
his speech.

He accused Dalling of “sewer politics™
and of doing more damage to the judiciary
with a single speech than any other action in
the past.

The following day Coetsee’s motion for
the appointment of a select committee was
approved by a majority. Both the PFP and
the Conservative Party voted against it.

The following day in the House, the Nat
MP for Parow, Hernus Kriel, said the Mun-
ntk Commission had found Ball “guilty” of
“telling blatant lies.”

Kriel charged that the PFP had lost votes
in the election because it was associated with
people such as Ball.

The Munnik Commission report de-
scribed key witness Yusuf Surtee as a man
“of no financial substance,” who had to be
kept on a tight rein to prevent his bank
accounts getting out of hand. It summarised
Surtee's banking history and financial stand-
ing, listing evidence of dishonoured cheques
of up to R8 000 and threats of legal action
over failure to keep to his overdraft limit. m. ,
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Bank figures

S
ERALD PROSALENDI
. Financial Editor

.mmmcum_ Bank is under fire

WMW %M.mE_ with a Nationalist newspa-
er claiming incorrectly that the
wmuw has suffered a massive drop in

its share of the cheque-deposit mar-
ket . . the
. report, prominently carried on
mucﬂwmwm%m of WmmE wmmﬁmaww :umﬂ_. QM
headline “Ball’s bank bleeds”, was ..%Mw
on an incorrect interpretation of QMWm 2
quarterly wmﬁzuumwmncnﬁ:mn by ba
eserve Bank. . .
EMWmmmcum are now being asked muo_m
the unnamed source on which the H.mumu
was based because the analysis o mm
BAYs has not yet been officially releasec
w-_ - -

wwmwwwqm._u %%uwmﬂm suspect the misleading
information could have been put out _wu_m a
4 competifor, m_nra..»_m.mw the BAYs are public
ocunents.once’ ,

with Hmwﬂwmmmﬁm Bank. The documents
*" are required to be lodged with the Regls-
~ trar: cm Banks, Chris de Swardt, 40 days
after the close of each quarter. .

The Beeld report. claimed Firs
National .Bank’s {(formerly mmu&mw_w
cheque deposits had dropped by 40,6%
R1,965bn-in the quarter to March.

As a result, said Beeld, First Nation-
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s share of this market wmn-n.._dw e
| %%Em 33,8% in the last quarter:of: m_.m
“year to just 21,8%. The mmmrﬁmm.w‘n%ﬁn :
directly atiributed-to'thé Ball:s

it said. o -mw”., a
owever, - if - cheque deposits ha
&W%__Hn to the extent elaimed, this would

e 1 irst
».inevitably have heen um@@nﬁmn,ﬁ Firs -
i %,mmoumw.w total deposits, of fﬁ_wou a3
" cheque deposits:zare a component,” Ac-

® To Page 2 _“V
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Wrong slant o

cording to the BA9s, there has been no
real decline in this figure. Total deposits
at First National at the end of March
were R10,82bn, marginally lower than
December’s R10,94bn.

The so-called drop in cheque deposits
of R1,34bn is directly traceable to a real-
location from cheque accounts of ahout
Rl1,4bn of mahaged corporate accounts
into the broader category known as de-
mand deposits,

It is understood that thijs was an inter-
nal decision to reclassify certain COorpor-
ate deposits more correctly to reflect the
nature of these accounts.

Adding back the Rl,4bn no longer
shown as cheque accounts, Barclays

share of this market dropped marginally

to 32,3% from 33,8%, and can be largely

leased by the bank.

Other term deposits, such as fixed and

notice deposits, increased slightly to
| R5,32bn at the end of March from

I1 DAn

Jgures

1

R5,08bn at the end of December, while
“other demand deposits” at R2,13bn de-
clined from December’s R2,55bn. (see

The shortfall in tota] deposits was the
result of an increased “set-off”. If this
were added back, there would in fact,
have been a growth in total deposits of
R134m, the bank’s figures show,

Beeld said the latest BAS figures,
which were made availabe to it on Wed-
nesday night, showed that Trust Bank
and Volkskas, in particular, had benefit-
ed from this “sensitive Joss” by showing
the strongest growth rate in their
cheque-deposit business.

But the percentages of market share
have been distorted by understating
First National's figures,

Bankers approached last pj ht denied
they had leaked figures to wm%n. In fact,
one bank is known to have approached
First National on Wedneday to question
the apparent drop in cheque deposits.




-

Pulitica;l Staff .)%c““!xfd’\%}

CAPE TO — Theft or the irregular use of GoVernment money
amounting to R303 680 is reported in the Auditor General’s report
on the administration of the House of Assembly,

Dealing with the budgetary and auxiliary services of the As-
sembly administration, the report, which has been tabled in Par-
liament, gives details of a number of cases:

@ R166 694 was fraudulently obtained by an official who forged
documents in 83 cases. An amount of Ri9482 has since heen
recovered.

@ R111 963, meant for welfare pensions, was frregularly obtained
by another official. He was taken into custody but djed during
detention,

® R10 581 was obtained through 49 receipts issued for the recov-
ery of arrear rent which were not brought to account, '
@® Two salary warrant vouchers amounting to R2 §30 were frau-
dulently cashed by an unknown person.

The Auditur-General, Dr Joop de Loor, also reported that in
addition to these cases a further 11 warrant vouchers totalling
R12 081 were cashed irregularly by ten unknown persons and one
former official. |

In respect of nine cases R7 068 was recovered by the SA Re-
serve Bank from commereial banks while one case of R998 was
still receiving the Treasury’s attention.

In another case R4 015 was being recovered by the State Attor-
ney from a former official at R50 a month.




Pk w ot -

VQUIRIES — TELEPHONE EAST LONDON 26141

o A
Newspaper report on &?{

bank’s position denied ®

{ Dispatch Correspondent

JOHANNESBURG ~ -
First National Bank is
under fire yet again,
with a Nationalist news-
paper claiming incor-
rectly that the bank had
suffered a massive drop
in its share of the che-
que deposift market.

The report, promi-
nently carried on the
front page of Beeld
under the headline
“Ball’s bank bleeds”,
was based on an incor-
rect interpretation of
the BA9 quarterly re-
turns submitted by
banks to the Reserve
Bank.

Questions are now be-

.ing asked about the un-

named source on .which
the report was based, as
the analysis of the BA9s
has not yet been offic-

ially released by any
bank.

Some bankers suspect
the misleading informa-
tion could have been put
out by a' competitor, al-
though+;'the BA9s are
public fdocuments once
they have-been lodged

with the Reserve Bank.
The documents are re-
quired to be with the
Registrar of Banks, Dr
Chris de Swardt, 40 days
after the close of each
quarter.

The Beeld report
claimed First National
Bank’s (formely Bar-
clays) cheque deposits
had dropped by 40,6 per
cent to R1965 m in the

quarter, to March this
year.

As a result, said
Beeld, First National's
share of this market

dropped from 33,8 per
cent in the last quarter
of last year, to just 21,8
per cent. The decline

could be directly attri-
buted to the Ball “deba-
cle”, it said.

However, if cheque
deposits had dropped to
the exient published,
this would inevitably
have been reflected in
First National’s total de-
posits, of which chegue
deposits are a compo-
nent., According to the
BA9s there has been no
real decline in this fig-
ure. Total deposits at

First National at the
end of March were
R10,82 bn, marginally
lower than December’s
R10,94 bn.

The so-called drop in
cheque deposits of
R134bn is directly
fraceable to a realloca-
tion from cheque ac-
counts of Rl4bn of
managed corporate ac-
counts, into the broader
category known as de-
mand deposits.

It is understood that
this was an internal de-
cision to reclassify cer-
tain corporate deposits
to more correctly reflect
the nature of these ac-
counts,

Adding back the
R1,4 bn no longer shown
as cheque accounts, Bar-
clays share of this mar-
ket dropped marginally
to 32,3 per cent from 33,8
per cent, and can be as-
cribed to improved com-
puter systems which can
more closely reconcile
related accounts (set-
offy and also seasonal
variations, according to

figures released by the
bank.

Other term deposits,
such as fixed and notice
deposits, increased
slightly to R532bn at
the end of March, from
R5,08 bn at the end of
December, while “other
demand deposits’” at
R2,13 bn declined from
December’'s R2,55 bn.
The shortfall in total de-
posits was the result of
an increased “set off”, If
this is added back there
would in fact have been

a growth in the bank’s
total deposits of R134 m.

Beeld said that the la-
test BA9 figures, which
were made available to
it on Wednesday night,
showed that Trust Bank
and Volkskas, in par-
ticular, had benefited
from this “sensitive
loss” by showing the
strongest growth rate in
their cheque deposit
business. But, the per-
centages of market

share have been dis- i

torted by understating
First National’s figures.
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THE new emblem of First
(™ National Bank, formerly

‘:% Barclays, is to be changed |

10 make it easier to incor-

\ porate on items like cuff-

;V\ links and not to climinate

) the ANC-linked rabbit
which certain critics
claimed to see in the tree’s
image.

Suaid the bank’s chairman,
Basil Hersov: “} have nev-
cr known about rabbits
having ANC conneetions
anyway,”

Ht was simply a case of the
original tree design being
*“a little too artistic,” he
said, :

. To streamline the image,
we are merely eliminating |
some of the smaller
branches so as to facilitate
its reproduction.” - Sapa. | €
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But when the figures are restateq to make |
hem mmparable with the Dec&mher figures

the hank lts m re d to R3 3?6 bil-
forporate lion
returns to

This wo, ; vel %tur share !
this ‘;ﬁ;g Compared with 33 95 i Dece

First National In semnd pla

Bank with 9g 26% and they come Vu]kskag
t Istill leads the fie)q (17,08 ),
Th

Nedbank (12 )7¢; <) and Trust Bank
3 rec]asslflcatmn by First Nationa] (10,09%)
made it appear thay the bauk’s total cheque First Nattonal wag also hﬁ;d of the field
€posits fell in the March quarte