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Standard di%?f‘:; a
devaluation of

2 (
A RAND devaluation was not necessary, F/ M

. SHARON WooOD
given SA’s current account surplus and

- comfortable debt management position, In addition, the bank said, if SA %pnrt-
' Standard Bank said in the latest issue of its ers felt short-changed by a strong-rand

. Eeonomic Review. policy, they chose to ignore that tliﬁs' had
. The bank was responding to the furious beep partly compensated, at the i;gxpay—
“debate which has émerged in recent erg expense, through the general‘ﬁe*xpnrt
. | months about whether the Reserve Bank incentive scheme (GEIS) and VAT, eXemp-
| ' was following an appropriate exchange tions on exports. okl
rate policy. “Moreover, the policy was precisely de-
“Taking into account SA’s generally im-  signed to force exporters to becu:rﬁ'e’ more
proved export performance . and exem- efficient by improving their Iabb:ﬁ: and
plary foreign debt nanagement, it is hard capita) productivity,” it added. e
to concur with the view that the trade- Standard Bank set out two other key

weighted value of the rand ought to be requirements to begin a structui-ﬁﬁtﬂjust-
' made to depreciate as a matter of policy,” ment programme., i

it said. These were monetary and flscal re-
A realistic exchange rate policy was a  straint and the political will to uridertake

key starting point for structural adjust- significant economic reform, -
ment of the economy.

There were two exchange rate policy Cha]len gc
options available to the Reserve Bank. |

The first was to facilitate €Xport price  Monetary restraint had been a success
competitiveness, with the nominal effec- but fiseal policy remained too expansion-

tive exchange rate depreciating by the full ary and was at odds with Imnacroeconomic
inflation differential between SA and its balance, it sajd,

trading partner. Political consensus was necessary for
The second was exchange rate manage- the successfyl Implementation of structur-
ment aimed at containing inflation. al adjustment, it added. “The tepid support
' The Standard Bank argued the Reserve given by the government to economic re-
Bank had generally been able to achieve a form and the ambivalent attitude of jm-
balance between the two. portant political players — notably the
“Devalunation is a policy instrument used ANC ~ to markets underscores the policy
by seriously distorted developing econo- challenge facing the economy.” .
mies to enhance export competitiveness Standard Bank believed the Economic
and to ration imports, often drastically, Forum could be g useful instrument for

tbecause they cannot service Or repay discussing and “marketing” policy
foreign debt obligations.” recommendations.
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THE proposed stokvel unit trust
(see story alongside) will ex-
pertence problems if & member
of a particular stokvel suddenly
passes away or becomes per-
manently disabled while owing
the stokvel some money. How
will the person’s loan be repaid?
This question has occupied An-
drew Lukhele’s mind for some
time and the National Stokvels
Association of SA (Nasasa) has
emerged with a good answer
for such an eventuality.

Says Mr Lukhele, the Nasasa
president: “Financial institu-
tions, including insurance comm-
panies, are beginning to take us
seriously. We are currently in-
volved in discussions with one
of the insurance companies that
has a specialised division cater-
ing for Credit Protection Insur-
ance. We can buy insurance
from this company to insure the
: saving ¢lub against death or
diablement of members.”

Premium

How will this work?

The stokvel will pay a single
premium for the credit protec-
tion policy that wtll cover the
total amount of members’ loans
granted to them by the saving
ciub from the unit trust.

Mr Lukhele says the premi-
ums and the extent of cover will
be highly competitive and pro-
vide cover for the whole loan
period. This will enhance the vi-
ability of the unit trust.

Here's the mechanics of the
scheme: The stokvel will use a
anit trust certificate as collat-
eral to acquire a loan for a
member from the bank. The
loan will be in the club’s name
while contributions will be from
the member. who will be under
peer pressure to meet repay-
ments. Then 1n the event of a
member passing away or be-
coming disabled, the insurance
company in question would pay
out the total amount owing on
the loan by that member to the
club. The club would then remit
the cash to the bank 1n settle-
ment of the loan. No one would
suffer. This 1s a nice clearn deal,
savs Mr Lukheie.
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ANDREW Lukhele, presi-
dent of the National Stok-
vel Association of South
Africa (Nasasa), is disap-
pointed about the Govern-
ment’s and formal busin-
esses’ role in alleviating
the severe housing crisis
in black communities.

As g result he has em-
barked: on a misssion for
stokvels to play a leading
role in easing this plight.

He has in the pipeline excit-
ing proiects for the develop-
ment of solutions to the housing
problems in South Africa.

He offers a sensitive argu-
ment from the black communi-
ty: “Financial institutions such
as banks and building societies,
which are mostly run by whites,
have been sitting with million
of rands invested by black peo-
ple in the form of pension funds,
savings, including stokvel ac-
counts,

“Yet they haven't made ef-
forts to extend credit to black
people to enable them to be
property owners. And Nasasa is
going to correct this situation.”

Millions

He says because of the tollat-
eral requirement of financial

institutions, this had the eifect -

of excluding millions of blacks
from the formal financial sys-
tent. It also means that savings
by blacks are largely used as
loans to relatively afiluent
whites. “

Very little, if any, of this
money is ploughed back into the
community which provides it
and needs its most.

Thus these institutions offer
little incentive for saving be-
cause there’s little or no con-
nection between individuals’
saving effort and their ability to

T
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“Mr Stokvel” . .. Andrew Lukhele, founder member and
president of the Natlonal Stokvels Assoclation of SA, . » .

improve their housing condi-
tions.

“We have come up with a
partial answer to the housing
problem. Taking a lead from
the highly successful Resident
Management Committees
(RMCs) in the United States,
whose task it 15 to transform
public housing into decent and
affordable homes for the poor,
Nasasa has, in conjunction with
Tremsen Brokers Services,
launched a number of building
material depots in Soweto and
the East Rand to provide cheap

- material to residents.

“We have entered into an
agreement with building ma-
terial manufacturers and ex-
pect this venture to be a sub-
stantial money-spinner and so
contribute to the funding of
other ventures.”

Mr Lukhele believes the hous-
ing crisis could be alleviated by
innovative approaches to fin-
ancing housing projects.

And he has a big spectacular
project on the cards to support
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repayments by means of peer
pressure,” he says

And this idea is already get-
ting support from financial in-
stitutions,

S P N T « '~ First National Bank general
TN T e T manager.Jimmy McKenzie is

ek iy o guoted as saying the plan was
excellent and his bank support-
~ed it. The bank would certainly
considet accepting unit trust
certificates as collateral for
home loans.

. “Should the scheme get off
the ground, it would make low-
income earners ‘bankable’ by
.enabling them to acquire assets
. and build up a track record of
S Lol ®  payment.”

7 Johan Kruger, GM at the De-
W fottee . velopment Bank of South Afri-
ca, said any move to divert
funding into black housing was
to be welcomed from a develop-
ment perspective and repre-

sented a praiseworthy use of
the stokvels’ financial clout.

He added: “The initiative will
create an interface between so-
phisticated financial institutions
and the less sophisticated com-
munity 1n a way that is finan-
cially acceptable.”

This new scheme, says Mr
Lukhele, will be co-ordinated by
stokvels, which will determine
the credit status of members
and then ensure they meet their
repayments. A borrower'’s abili-
ty to pay, rather than collateral,
will be taken into account. Even
the unemployed may be granted
loans provided the total houge-
hold income is sufficient to
meet repayments. e

* A number of investment com-
panies in the US and Europe
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his assertion. The stokvel asso-
ciation is planning to divest a
sizeable proportion of stokvel
money from commercial banks
and building societies to unit
trust certificates that can ber
used as cellateral for home
loans from such institutions.

This is not only to meet the
security requirement, but - to
beat inflation that has been’
steadily eroding stokvel monies
over past years. -

Unit trusts are preferred be-
cause their returns have consis-
tently outstripped inflation.

“Because pepr people have 0o °
cnnventiﬂnapcnllateral an ade-’
guate substitute would be a per-
sonal credit history offered with
a stokvel’s guarantee. .

“A key feature of this unit
trust concept is that the finan-
cial risk will be moved away. have signalled they would In-
from the bank and assumed by: vest in the unit trust if it yield-

- the stokvel, ' 1, ~ed good returns and benefited
“The bank will be lending' ‘the'people on the ground, says

money to the stokvel ratber .. ""Mr Lukhele.

than individuals. Stokvel mem ."%’ ‘_ This will enhance the invest-

bers will, in turm, ensure loan

" ment capability of thé unit trust

““-—-——'——F'#—_ T .

and ENSilire good capital injec- |

tion from overseas investors.
And Nasasa will be lobbying
hard to get this capital.

It pains Mr Lukhele that the
Government has not taken any
meaningful steps in easing the
housing shortage. For instance,
while billions are set aside by
the Government for black hous-
ing, only 180000 houses have
been built in 1991.

He believes little or no pro-

—r—mr

gress will be made in the con-

struction of the country and de-
velopment of its communities
until the housing crisis is ad-
dressd and resolved

Everyone must be involved in
the provision of shelter. This
may range from private entre-
preneurs in the formal and in-
formal sectors, to non-govern-
mental organisations, and co-
operatives, community groups
and individual households.

This issue of collateral for

loans has long been a talking
point between black and white
bus:inessmen, with the latter
claiming 1t is a proven method
of reducing the risk of non-pay-
ment and the former saying it
excludes many people who have
been denied the chance to accu-
mulate resources to fully par-
ticipate in the formal economy.

Praise
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Mr Lukhele praises Professor ~

Mohammed Yunus, of Bangla-
desh's Grameen Bank, who
criticised the notion that credit
should be the exclusive privi-
lege of the'rich because they
can provide conventional collat-
eral. The professor said: “If col-
lateral can provide the basis for
the banking business, then so-
ciety should mark out the banks
as harmful engines for creating
economic, social and political
inequality by making the rich
richer and the poor poorer.”




| Bumper dividend payout
for Libvest shareholders

DUMA GQUBULE/ LK

'LIBERTY Investors (Libvest), whi rted a 35%
jump in profit to R27m for the half year to August, is to
give its shareholders dividends totalling R52m from the
dividends declared in the Liberty Life group.

The bumper payout includes a normal dividend of 8c
.{(6,2¢) a share — out of earnings of 13,2c (9,dc) a share —
'and a special dividend of R35,8m or 17,5c a share based
.on Libvest’s 50% interest in Liblife Corporation, the

Liberty group’s ultimate holding company.

Liberty Life recently declared a 35th anniversary

special dividend of 100c a share, while Liberty Holdings’

25th year in existencz was Earked with a special payout

of 300c a share. (R f 2| 917

2

Libvest’s only other investment'is in l-mmiun Stan-
dard Bank Investment Corporation (SBIC) shares. SBIC
recently increased its attributable earnings by a quarter
to R253m. '

Libvest’s results were in line with those of Liberty Life
and Liberty Holdings which recently reported earnings
increases of 32% and 34% for the half year to June.




Metlifeﬁs

maidglj, div
Finance Staff/ %‘i Z-

Metropolitan Life Unit
Trust (Metlife) yesterday
declared its maiden in-
come distribution of
7,90c (3,64¢ interest and a
4,26c dividend) per unit.

Payment will be made
on September 30 to all
unitholders registered on
August 31.

Managing director
Eric Turner said: “About
22,1 percent of the fund
1s still being held in lig-
uid assets in anticipation
of opportunities to buy
on the stock exchange.”

He said earnings were |
relatively high when
compared with those of |
other general funds be-
cause of the fund’s high
liquidity.

m



Estat%lgggnts ‘need furt .

21 %
Oor continuing 1dr said the first mov

‘THE need
compulsory education ip
the real estate industry
after the estate agents
board exam is an jssye
newly elected president of
the SA Institute of Estate
Agents Ian Taylor intends
to pursue.

“Many courses are avail-
able for people in the indys-
ry but, except for the
board exam, none of these
Is compulsory, he said.

The main reason for con-
tinued education was to im-
prove the guality of estate
agents and protect the pub-
lic, he said.

The institute would dijs-
Cuss the matter with the
Estate Agents Board, but

would be to establish the
groundwork for changes.

A lack of education
among estate agents rather
than a deliberate mislead-
Ing of clients was the main
reason behind most cases in
which people had lost mon-
€y or not received the best
advice. |

He said the quickest way
Lo upgrade the level of edy-
cation in the real estate in-
dustry was to have an ex-
amination for principals —-
estate agent owners or
managers.

“This course shculd be
compulsory bzfore an
agent is allowed to manage
an estate agency office. A

—2 fully
can better advise
his agents, and that in turn

will protect clients’_ inter-
ests more fully@
In the US, whicl#as been

the world leader ip real
estate for some time, an
estate agent has to com.
plete a minimum number
of courses a year befgre
being re-issued with an
operating licence.

While the institute g]-
ready holds various annuya]
seminars at its branches
countrywide., and the
National Property Acade-
my holds formal courses,
these needed to bpe
extended, Taylor said.




The banks are playing a key
role in getting residential prop-
erty on the move — all to the
benefit of the buyer and seller
by circulating many more mil-
lions throughout the system by

paying estate agents u nt\I
commissions. gg% )(rm "\
Previously, d t

await transfer of property be-
fore collecting their dues, but
Absa took the lead with early
payments on a signed deal, thus

helping to giving the real estate k™

industry a much healthier cash
flow.

Now the Perm has followed

suit and one wonders how much
longer the other major msiutu
tions can hold off from takmg
similar action so as not to lose

"out 1 the massive home lgans

market share.

Confirming the Perm’s d\em—
sion at the Institute of Eséjate
Agents' convention at Sun Eity
recently, Neels Oosthuizen, jna-
tional manager of estate agen-
cies, said all cummlssmns
would be fully paid.

“Unhike the Absa sche{me
however, we are not confining
the concession to seleated
agents but opening it up across
the board,” he said. *

'
1
!

il




Recovery wil

| se

big price rise

L v ] '
There is consensus among estat S% The highly competitiveness of bond

agents that although market condi

tions are far from satisfactory and th

time taken to sell property continugs
to lengthen, there must come a con
rection and market recovery will
eventually see home prices surge.

Property values in SA are generally
regarded to be out of step with world
trends and once the economy gets
back into gear, on the strength of a
more stable political scenario, a
“catching up” must be expected.

One leading agent, Scott McRae,
managing dirctor of the Camdon's
Group, has no doubt that “today’s buy
in property is tomorow’s bargain”,
taking into account the inflation rate
alone.

“It's just possible that one might
never have such an ideal opportunity
as now 1o secure a home and to delay
on a decision is to risk missing out on
what is most certainly a long-term in-
vestment gain.”

Mr McRae has no doubt that the
banks will move again on a downward
adjustment on the mortgage rate and
a decision by the Reserve Bank on the
Bank Rate - confidently expected
within weeks — could prompt addi-
tional relief for home owners.

business today makes it imperative by
the banking fraternity not to; be
caught napping and miss out on mjar-
ket share when rates drop. r
The Camdon's MD also lLsts these
other positive factors for toddy's
home buyer: l
@ Sellers’ asking prices have failen
as much as a third compared with|the

i peak prices achieved during the Jast

property boom.

X @ The availability of stock. There is,

in fact, an oversupply of homes, which
gives the buyer the option to pick Fmd
choose
® The market is at the bottom of
the trough — the time when the
“smart money moves in and secures
property acquisitions. :
® The builders are “sharpening their
pencils” with a view to costs, so i;t s
an ideal time to secure their services.
“Developers, too, have become
market wise,” he says, “and are bring-
ing to the market more reasonably
priced property and well within ;the
reach of first-time buyers. :
“There are also plenty of attractive
home-financing methods from the
lending institutions from endowmént-
linked bonds to flexi-bond type
schemes.” .
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It's bond cheer time again as the
rate drops another one percentage
point from yesterday, to 17,25 per-
cent.

The likelihood, too, of additional re-
ductions in the coming months 10 a
possible 15 percent 18 bringing a much
needed spark back to the residential
market. Collectively, the three bond
rate cuts so far this year must help to
make people’s commitment {o proper-
ty ownership that much easier.

As one real estate source SAVS!
“@yery little helps to bring a home a
little nearer to a lot of people.”

Amid the joy, though, we might
ponder the heady days when a suc-
cession of mortgage reductions would
have immediately stimulated residen-
tial property, resulting in a sales
spurt in all sectors, with sustained de-
mand pushing up prices of homes.

Progress

quch a situation is a distant memo-
ry today as the persistent economic
drag impinges on the financial capa-
bility of the majority of home buyers
to such an extent that any relief 1n
bond repayments has made little or
no difference to market conditions.

The real estate industry, in line
with all other economic sectors, re-
quires signs of progress towards polit-
ical settlement before buoyancy re-
turns to the property scene and until
that happens, the general sluggish
sales performance along with “walit
and see”’ attitudes among potential
buyers are bound to remail.

Meanwhile, the market, which, for
so long, has favoured the buyer, will
continue to attract the more astute in-

i T

vestor, who must latch on to \the
longer-term beneficial prospects, of
homeownership and. prodded further
by the latest bond rate cut. secuze a
property, albeit still with some ¢on-
siderable strain on his budget. ;
The buyer 1s well aware that, given
more stable political conditions, a res-
«dential market take-off is assufed,
followed by price spirals on a broad
front as sellers seek to capitalise after
a prolonged bout of eroding values!
Certamnly, the development cominu-
nity is, for the moment, lmelpin{I to
oase the buyer’'s lot for the hpme
builder knows only too0 well that if he
is to survive the downturn, he must
hone costs. '.
It is well known that the tafget
area for builders at present is:for
Comes under the R200000 mark and
there 15 consensus among agents and
developers that, while the upmalt‘iket.
with its units of R500 000 and atove
continues to take strain, there i no
lack of interest in the moderately
priced properties. I
Many home-building cnmpaﬁies,
such as Schachat Cullum and Rich-
land and Maccon, are experieneing
rapid sell-outs of new residential ven-
tures, where the price is right. ,
This trend, in itself, is indicativg of
the fact that, while the market gen-
erally is in the doldrums, there ig al-
ways demand for homes and the rgal-
istically priced home, whether new or
otherwise, must inevitably sell. :
There is no doubt then that magket
conditions for the potential hgme
buyer are decidedly favourable nd
that if he can stretch his budget, with-
out any hardship and strain, it wil} be
worthwhile considering the me um
to longer-term benefits. '
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Demand stro
o7 219

The ongoing demand for homes in spite of the
rippling effect of political uncertainty and

violence is seen in the figures from one of the

country’s major lending institutions — Stan-
dard Bank. dsg
|  In the pasi SIx mo ~the bank’s home

loans book has increased by Rl bhillion.

Adding his own little touch of encourage-
ment to a battling real estate industry, Mike
Vosloo, managing director of Standard told
delegates at the recent convention of the In-
stitute of Estate Agents:

“Gloom is about the only growth industry
in SA today. However, although potential
home owners are lacking in confidence about
the immediate future, they are taking a prag-
matic long-term view,

—HOME LOA!

ng des

pite uncertainty

«Their short-term anxieties are not para-
lysing them entirely. And those people who
can generate confidence act, and action in
economic terms means purchasing.”

The Standard MD got the message across
strongly when he pointed out that despite up-
heaval, the need for shelter remains.

Norman Nel, chairman of the Estate
Agents Board told agents: “We must now be-
come involved in the process of teaching

- first-time home owners about the privilege

and benefits of owning a home.

“To socialists, individual property OWDer-
ship was considered a sin. It is now up to us
to convince people the real power of the en-
{repreneurial spirit s vested in property
ownership.”

« How the bond rate has moved




Buyer ben

home loans business today has result-
ed in the lending institutions bringing
to the market more and more finan-
| cial packages to attract the borrower.

A big saver in the long run comes

from the Amalgamated Banks of.

South Africa (Absa) with 0,25 percent
cut in its bond rate if clients open a
cheque account and two other ac-
counts with any of its four hankmg
divisions — Umted Allied, Volkskas
and Trust Bank.

If a bondholder maintains monthly
instalments, he could save more than
R67 000 on the total that will be paid
on a R100 000 bond over 25 years.

_ Dr Danie Cronje, deputy chief exec-
utive of Absa, says: “Our substantial
asset base combined with c%ther ratio-

The fierce cumpeuu& E (jnahsa mn heneﬁtj c‘rlsm out of ;he

formation of Absa, have enabled us to |
. curtail costs and to pass on the bere-

fits of scale to our clients.”

Between December 1989 and AEI‘I]
1991, the average bond rate was
20,75 percent. Compared with the cur-
rent rate of 17,25 percent, the saving

is R281 a month on a R100 000 “bund-

over 25 years. Y
The lower interest rates also ‘bene-
fit potential homeowners in terms: of
mimmum joint income require,d; to
qualify for a home loan. (i
Based on the 30 percent of joint! lm-
come instalment limit required .by
Absa banks, the minimum joint jin-
come needed at 20,75 percent’'Was
R5 800 on a R100 000 mortgage, while
at 17,25 percent it will be substantldlly

less at R4 860. v, -] |
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[ ibvest

By Leigh Hass 15

Shareholders of Liberty
Investors (Libvest) will
receive a 25,5¢ divdend
per share payout com-
prising a special divi-
dend of 17,5¢ and the in-
torim dlvldend of 8c.

B Rl C I

™ mecial Annivers
.y .rv"lend-stems

from Libvest's extensive
holdings in the Liberty
Life group and its hold-
ing company, Libhold.

Libvest reported a
35 percent increase in
taxed profit to R27 mil-
lion for the six months to
August this year.

Earnings per share
Imcreased accordingly
to 18.2¢ from 9.8c.

aying special dividend

The strong rise in
earnings is attributable
to the 32 percent jump in
Liberty Life’s interim
net taxed surplus and the '
34 percent increase in

lel?ld S earnmg / 2.

levest S mvestments
are 95 percent-held in
Libhold, with the balance
in Stanbic.




Sage unveils major

restru

CAPE TOWN — In a majz
move, the Sage group is planning to join
forces with another institution, unbundle
various operating divisions, and sell off a3
substantial portion of its stake in Absa,
- which after the slump in the stock market
1s estimated to be worth R240m.

The Sage group owns 29,4-million Absa
shares -- 5,2% of the banking group’s equi-
ty. At yesterday’s closing price of 825¢ a
share the investment was worth about
R240m, the equivalent of aimost 10% of
Sage’s total assets. |

The stake is held via Sage Financial
Services (SFS) which owns 21.2% of Uni-
versa — a company co-owned by the
Mines’ Pensions Funds (39,4%) and Rem-
brandt Group (39,4%) — which in turn
holds 24,6% of Absa (after its amalgama-
tion with Bankorp).

Money raised from the sale of some of
its Absa shares could be used by Sage to
reduce its gearing of 52%, further
strengthen its balance sheet and enable it
o expand.

It was fairly certain that the Absa
shares would not be offlcaded onto the
market but would probably be sold to

3

He believed groups such as Sage could
link up with other institutions, even com-
peting life assurers, to achieve economies -
of scale.

In June, Sage announced 2 restructurin g
{ which wouid result in SFS becoming the
listed vehicle for the fgroup under the new
name Sage Group Lto, with Sage Holdings
and Sage Property &3'its unlisted subsid-
| iaries. The listing of the new shares would
take place on September 21 subject to
court sanction.

Shill stressed that any, association with
another institution would not take the form
of 2 merger and that Sage would seek to
maintain its independence. The varions op-
erating divisions of the group could rather
be unbundled by creating specialist oper-
ating entifies together with other instity-
tions, to handle such activities as compu-
terisation, technical support systems,
claims handling and policy administration,

This would have the dual effect of eyt-
ting costs by ereating economies of scale
and would allow companies like Sage to
retain the benefits of their unique brands
without losing control. The arrangement
would also free the group to concentrate on
the core elements of its life assurance
business, namely marketing, investment
and product development

L3
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| Sage oM alqL -t e

1

ng plan

LINDA ENSOR

Rembrandt

lam for one has indicated its

build up its stake in Absa to 25%

Any sale would, however, be unlikely to
marketing arrange-
ments Sage has with Absa. Sa ge subsidiary
provide personal
financial planning services as well as life
assurance and investment products to Al-
lied clients in a joint venture with that
Sage group is also
active in the marketing of its products and
services through other Absa divisions to

terminate the existing

SFS is contracted to

division of Absa. And the

the Absa client base.

Sage executive chairman Louis Shill
said this week it was inevitable that after
reconstruction, the
group would develop
10 enable it to compete
with large companies without losing its
partners had

the completion of its
meditm-sized Sage
new associations

identity. Certain potential
been identified, Shill said.

[J To Page 2

e ———

or the Mines’ Pension Fund,
which are shareholders of Sage and al-
ready have a major stake in Absa. Other
Institutions could be 1n the wings — San-
intention to

— I
[J From Page 1

Shill sald that to servive in the highly
competitive life assurance market, where
margins were very thin, meant either in.
creasing the volumes of business handled
or lowering expenses, or both.

Either a life company offered all the
services and products avatlable and com.
peted head on with the giants In the indys.

bl -

17~ try — which was extremely expensive for

a small player - or it had to confine itself
to being a niche player.

“Margins are exceptionally thin, as far
more of the benefit is passed on to policy-
holders than previously, and life assirers
have become more managers of assets,
than managers of profit.” ]

Another element of Sage's changing pro-
file would be its entry into the différent
markets, particularly the black market
and the rural market, to increase the vol-
ume of business handled. “

“In the past we have concentrated on the
upper income market but in future: will
inevitably be driving into lower markets,”
Shill said. '

One of the aims of the present restruc-
turing was to focus Sage on its core life
assurance business and it had committed
itself to disposing of certain of its R500m
noh-strategic investments, chief of Which
was its substantial stake in Absa.
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ONLY one in 10 citizen
will enjoy financial secur
ity after 65, says NBS as-
sistant GM Brian Findlay.

Findlay said a recent
NBS research project,
which focused exclusively
on white respondents, had
shown that a high number
of pre-retired people had

—

w plan for retirement

ANDREW KRUMM

retirement annual income.

However, Retirement
Association vice-chairman
Bob Woodgate said the
figure was a bit optimistic.

My

‘\B “The average pension
fu

nd provides retired per-
sons with 2% of their annu-

done little or nothing abou3™y; salary for each year of
planning for retirement. “~ gervice before retirement.

“In fact, over 60% of reQy~This means that retirees
spondents believed they did\ yith 18 years of service can

not require any advice
while a staggering number
relied on friends, casual ad-
vice or their own judgment.
Over 50% of the retired
people we canvassed were
unaware o0f non-company

retirement packages that™-‘

exist,” Findlay said.

He said the average per-
son would not have acerued
more than 15 to 18 years
pensionable service at re-
tirement, which meant they
would probably not enjoy
more than 45% of their pre-

81 enjoy about 36% of their

pre-retirement income.”

Findlay said the failure
to start saving early meant

¢ some people would never
Qbe able to accumuiate suffi-

ient retirement capital.

Woodgate said this was
true, but with one proviso.
“The average South Afri-
can cannot afford to save
until his midlife expenses,
such as school and univers-
ity fees, have run their
course,” he said.

R —— .




§able holds R70mi & sh

ANDREW KRUMM 6‘6

PROPERTY group Sable Holdings will keep a R70m
iiwested in the money market until it finds a suitable
investment opportunity, says MD Paul Nash.
~«Speaking yesterday after the late release of Sable’s
afinual report for the year ended June 1991, Nash said it
was a good time to hold cash.

« “The group, which is cash rich after the disposal of an
iiterest in Steiner Services in 1991, will keep its nearly
R70m cash invested in the short-term money market
intil an appropriate property or industrial deal comes
up. On the industrial side, we could go out and buy a big
¢ompany, but no attractive deal is in the offing at the
moment,” he said. Bd '}BG\Y‘\'\/

. Publication of the gr 91 report had been de-
layed with permission of the registrar, but results for the
year to June 1992 would be available in two months’ time.
«*“We don’t think there will be fireworks in the 1992
Fesults, but we do foresee growth,” he added. Apart from
interest income, property would be the mainstay of
group income for the year.

«» ‘““The property division is expected to show real growth
this year in spite of a depressed property market. The
R70m property portfolio is well let with a negligible
vacancy factor, while we also expect a good contribution
from sectional title sales in 1992.”

~ ‘“The group does not forsee the state of the property
market changing substantially in the next year or so, and
it'should continue to be a buyer’s market,” he said.




CAPE TOWN — Inland Revenue has
warned companies and individuals that
they face an onerous tax burden if they
buy life assurance products structured on
the assumption that the Sixth Schedule of
the Income Tax Act is to be abolished.

inland Revenue’s lan Meiklejohn
expressed concern that life assurers were
selling policies defined as non-standard in
terms of the Sixth Schedule in anticipa-
tion of its abolition next year.

Life Office Association chairman Louis

Shill also expressed concern about the
| practice saying life assurers selling such
products were “leading people up the
garden path” and taging an unfair
competitive advantage o] 3

While there was agreement betw
life industry and tax authorities that the
Sixth Schedule was unnecessarily restric-
tive, government had not taken any deci-
sion about its fate, Meiklejohn said.

He said life assurers couid become “un-
stuck” in selling non-standard policies.

These are policies with a minimum
amount of life cover, where the term for

9172

LINDA ENSOR |

paying premiums is less than 10 years
and which carry the normal company tax
rate if owned by companies.

Single premium policies sold to com-
panies would be an example of non-
standard policies.

Under the regime of the Sixth Schedule |
such policies are not tax efficient as an |
onerous penalty tax is imposed when pay-
ment is made, in addition to the tax im-
posed on the money invested in the life
assurer’s fund. For standard policies no

additional tax is impos hen the.hene-
fit is paid out. <6
Meiklejohn said the after- urn on

a non-standard policy would be signifi-
cantly lower than the inflation rate as the |
tax rate could halve the final return.
Assuming an inflation rate of 15% and
a company tax rate of 48% or an individ-
ual rate of 43%, a life assurer would have
to generate a growth of 33% or 28%
respectively to match the inflation rate.
This was “highly unlikely”, be said.

______#‘ﬂ_

##



- el . - e o T

——r ey

SR R

s Tt

FirLa

T My M

T .

- - nar—
— o na W F—

AT

el R e g — = 1

Sy

PR et el 1 e A e

When WesBank became a division of

FNB in October 199 ﬁ.

the merger

"between First Industrial and WesBank

.A...\.G_,.__uo...m te resulted in the creation of a
R2bn giant. Both First Industrial and

. |

WesBank’'s corporate finance divisions

operated in the fixed assets market

‘market. After the amalgamation,

.”\,\mm..mm:w Corporate benefited from a

| T

‘substantially larger market share.

EDWARD WEST reports.

- -

Pudmute
ules,

DAVE SEGOR

JFC division looking to

‘computers for expansion

-+ -EN 1981, First Industrial —
then known as Barclays
. National Industrial — re-
-~yolutionised instalment
Lcredit by introducing the
. Joint finance company
aa(JE'C) concept to SA,
., Today, after WesBank’s
merger with First Indus-
. trial, the JF'C division op-
erates under the WesBank
~.Corporate umbrella, pro-
-oyiding joint finance to cap-
.-ital equipment suppliers.
,n JEC chief manager Mike

- Macmillan says that the

.nrecession-linked decline in

ﬁ:@mﬁ.ﬁm_mmﬁmnnﬁswmamm
eroded the division’s tradi-
tional markets, especially
earthmoving and censtruc-
tion, so considerable work
has gone inte expanding

into new markets.

1Ty

. Computers

r

... After recently entering
the commercial vehicle
narket, WesBank JFC is
.now looking to computers
Afor expansion, he says.
.. Although still a relative-
~ 1y small division within the
WesBank stable, with
about 80 employees, JFC's
.client base stems from the
provision of joint finance
companies to 20 suppliers
of capital equipment,
_ The extent of the divi-
_sion’s coverage of the cap-
tal equipment supplier in-
dustry is reflected in its
diversified customer base.
~ These include the provi-
Sion of JFCs for aircraft,
2arthmovingz and mining

il

f

laundry equipment, super-
markets and telecommun-
ciations equipment.

The JFC caters for the
instalment credit require-
ments of the supplier’s cus-
tomers, thus eliminating
the need for the customer
to establish external
finance facilities, says
Macmillan.

The customer obtains
equipment, service, after-
sales back-up and finance
from one source. The JFC
becomes a marketing tool
for the supplier of capital
equipment because he can
offer his customers an ali-
inclusive package.

Normally, because a
JFC is viewed as a long-
term commitment, the ne-
gotiation process and the
completion of feasibility
studies involved in form-
ing a JFC is extensive.

- Prospective suppliers

future business and to en-
sure fulfilment of mainten-
ance obligations.

Prospective partners
must also supply moveable
equipment with a useful
life of three to five years,
while the equipment and
after sales service must be
of a high order.

Generally the unit cost
of the equipment should
average R100 000, though a
high volume-lower unit
price product range is also
suited to JFCs.

MacMillan adds that
JFC packages are flexible,
according to the use of the
equipment. For instance, a
number of black entrepre-
neurs have been supplied
with dry-cleaning and
laundry equipment
through JFC packages that
might have been consid-
ered oo high a risk by tra-
ditionai f{inance institu-
fions.

Security

WesBank’s JFC division
derives security and know-
ledge of markets in which
it participates through its
relationship with the cap-
ital equipment supplier.

Should the customer de-
fault or go into liquidation,
the equipment supplier be-
comes a back-up to the
JI'C and helps in re-selling
the equipment, says Mac-
milian.

. This has an influence in
~the way WesBank JFCs
look af. the credit risk and

moto '

WHEN WesBank be-
came a division of FNB
in October 1991, the
merger hetween First
Industrial and WesBank
Corporate resulted in
the creation of a R2bn
giant to take advantage
of synergies in the fixed
assets market.
WesBank Corporate
finance chief manager
Dave Segor says the amal-
gamation provided new op-

portunities.
Both First Industrial and
WesBank’s corporate

finance divisions operated
in the same market. After
the amalgamation, Wes-
Bank Corporate benefited
from a substantially larger
market share.

WesBank tended to focus

towards the motor consum-
er-dealer sector but, with
the merger, WesBank Cor-
porate was able to extend
its focus in its designated
corporate sectors.

Its client profile {ends to-
wards medium and large
companies, It provides
finance through instalment
sales, leases, loans and dis-

* ®
o] 3
counting facilities. All mo-
veable assets, such as cars,
trucks, equipment, factory
machinery and equipment
and aircraft, are financed
as opposed to immoveable
assets like property and
buildings.

The division also admin-
isters car allowance
schemes and provides
financial services tied to
WesBank’s retail and con-
sumer division, in particu-
lar WesBank First Auto.

Segor points out that
changes to tax legislation,
corporate instalment and
accounting practices have
resulted in ¢hanges in the
market over the last few
years, in particular.

Segor’s division is the
biggest within WesBank
Corporate and is split into
regions: central Transvaal,
southern Transvaal, north-
ern Transvaal, Natal, West-
ern Cape and the eastern
Cape. Regional offices are
situated in the main centres
in each province, and
branch offices are located
in Benoni and Pieter-
maritzburg.

WesBank Corporate’s

business ebbs and flows
with the cyclical economy.
Segor says capital expendi-
ture for plant and equip-
ment and, to a lesser ex-
tent, passenger and
commercial vehicles, has
to all intents and purposes
dried up due to lack of busi-
ness confidence and falling
consumer spending.

The capital egquipment
sector would be affected
only later in an upturn be-
cause the recession has re-
sulted in a surplus of equip-
ment and plant capacity.

Retention

The division has a book of
about R1,6bn. In spite of the
poor economy, Segor says
customer retention is good
and bad debt write-off is
low at less than 0,2% of ad-
vances.

He attributes this to Wes-
Bank Corporate’s strong
credit ethic. “We have a rel-
atively small staff of 240
and we would rather deal
with high quality business,”
he says.

WesBank Corporate has
a 1% interest in a small
company called Avfin In-

Looking for a quantum
leap in performance

THE merger between Wes-
bank and FNB’s First In-
dustrial late last year will
provide synergistic bene-
fits to customers, staff and
bottom-line profits, says
WesBank’s MD since 1984
Peter Thompson.

Customers will benefit in
terms of improved service
which, he says, will be fa-
cilitated by a bigger, more
broadly based infrastruc-
ture resulting from the
merger.

Staff will also benefit
from more opportunities
within WesBank, he says.
The merger was ap-
proved from October 1
1991, but in practice
merged operations started
a few weeks into January
1992, after the school holi-
days,

Thompson says although
it'’s early days yet to judge
performance, the benefits
of the mer e~ “ave vet to

are achieved within 12
months from now.

“We are looking for
1+1=3, we are looking for a
quantum leap in perform-
ance. That is why we
merged in the first place,”
he says.

He says WesBank has
achieved market{ share
growth -affer amalgama-
tion, but qualifies this state-
ment because the statisti-
cal evidence does not
appear in Reserve Bank
quarterly figures.

Statistics

The statistics do not take
into account the R200m
SABTA Scheme which Wes-
Bank sold to Future Bank
to aid the establishment of
Future Bank with other
parties, says Thompson.

He points out that there
remain two distinet cul-

tures within the group after - instead 'of maintaining

the, racr o~ both o w'- ¢~

WesBank’s activities
were aggressively focussed
ouwtwards toward the motor

dealer and the consumer

while FNB Industrial was
more focussed toward the
corporate sector.,

The long-term synergy

will draw on the advan-

tages of the tradition of
good and information ser-
vices at WesBank while at
the same time drawing on
the disciplined activities of
Weshank Corporate, says
Thompson.

“We have been the
leaders in the ‘wheels’ mar-
ket, but we are determined
{o take on the corporate
sector,” he says.

Strategies {o further
growth within the group
are under way. WesBank
Corporate is to focus fully
on the trend of granting
emplovee car gallowances

.h—.mm._uw_ I AN r I S T

e WesBank Corporate ——
: Mer ger creates R2 bn

dustrial Finance, which ca-
ters for high risk business.

Says Segor: “*We believe
the way to win customers is
not necessarily only price-
orientated, but through the
degree to which we can
provide superior service.
The way to do good busi-
ness today is to get close to
your customer and stand by
him through thick and
thin.”

Stannic and Nedfin are
major competitors, but Se-
gor believes WesBank to be
the leader in the corporate
finance field. He says Wes-
Bank Corporate will con-
tinue to abide by the high
moral and business ethics
and values ingrained in the
WesBank culture.

“Many medium-sized
companies are running out
of capital in the recession
and are becoming highly
geared,” he says.

“We look at all risks, in-
cluding the client’s past
financial record, political
risk, labour practices and
current and future finan-
cial well-being. All pack-
ages are tailored to suit the
clients.”

the product as WesBank
Corporate has established
relationships with financial
directors and human re-
source managers.
“WesBank Corporate
will have to sell the product
to them first so that they
can recommend the prod-
uct to their staff,” he says.
Ideally, Thompson says,
WesBank Corporate’s
future activities should
comprise 50% financing for
"commerical and jpassenger.:
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the new HQ of WesBank Corporats.

WHAT DO THESE COMPANIE
HAVE IN COMMON?

Bank City,

— GREDIT

CREDIT GUARANTEE  pypapes

— FURNITURE
MANUFACTURER

RENFIL-STRONGBOW

(PTY) LTD

(EDMS) BPK

Co Reg 52/03036107

HELIX

S.A (PTY) LTD EEEwaRNg -

STATIONERS

THEY REPRESENT SOME OF THE COMPANIES WHO USE

BRANTAM FINANCIAL SERVICES LTD
FOR THEIR EMPLOYEE BENEFIT ARRANGEMENTS
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The WesBank Car Allowance
Package. It'll shorten
your cheque list.

Turn your employees' car allowance into o
real perk. Here's a hassle free way to finance,
service and insure vehicles, Even petrol and repair
bills can be setfied All with one card in one
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The WesBank Car Allowance Package
covers financing and all motoring costs
in one card, one monthly payment.

"
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monthly payment.

If you've switched, or are planning to switch
your staft from company cars to car allowances,
there's one finance package that's hasdle free for
you and your employees, no matter how hard you
drive 1it. The WesBank Car Allowance Package.

Instead of your employee getting a pile of bills
at the end of every month, we send |ust one simple
statement. Your employee will also benefit from
montnly running cost reports and the convenience of
an accurate year - end tax certihicate.

For the employer whose company's
productivity depends on regular travel by staft in
properly maintained vehicles, the WesBank Car
Allowance Package will, i+ you wish, provide
you with all the management information you need.
We'll send you a statement for each car which
covers everything.

So call WesBank and find out how our specially
trained consultants can tailor a VWesBank Car
Allowance Package 1o suit the needs of your
i company and employees All on one card, one
monthly payment and one staternent
That's one up on everyone else.
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given the task of marketing

al and office equipment.

allowance scheme

A PRODUCT tailor-made
for business executives and
other employees in large
organisations operating on
a car allowance has been
launched by WesBank.
The WesBank Corporate
Car Allowance package
gives the individual all the
convenience he used to
have when running a com-
pany car, while fully utilis-
ing the tax benefit aspect of
being paid a car allowance.,
WesBank Corporate
chief manager Dave Segor
says the package has be-
come feasible because Wes-
Bank has maximised the
combination of strong and
reliable banking infrastruc-
tures which already exists
in the FNB group. The
package has been launched
by WesBank Corporate, a
division of WesBank
formed after the merger
between WesBank and
FNB’s First Auto division.

Targeting

The new product is avail-
able only to employees of
organisations which have
been signed up with Wes-
Bank for the scheme. Wes-
Bank is targeting larger
corporations and organisa-
tions with large numbers of
employees identified as car
allowance earners.

The package re-intro-
duces a whole range of dis-
ciplined activities which all
but disappeared when it
first became fashionable
(primarily for tax consider-
ations) for companies to
provide allowances instead
of company cars, says Se-
gor.

He says the individual
with a car allowance has
often found himself not pro-
viding for various aspects
of his ear ownership.

“For instance, he might
allow enough (out of his car
allowance) for monthly re-
payments, but not enough

.for maintenance or a possi-
‘¥ ble shortfall between mar-

ket value and a ‘balloon’

agreement,” he says.
When a company agrees

‘with WesBank to embark

on the package, its car
allowance employees bene-
fit from company arranged

i

preferential financial
terms for the purchase, Se-
gor says. The car allowance
earner or his employer pay
a monthly, whole or select-
ed, amount from his
allowance directly into a
special dedicated and per-
sonalised FNB account,
which is opened in the
name of the car allowance
earner for them by Wes-
Bank Corporate.

The individual also quali-
fies for a First Auto Card,
together with a fleet man-
agement system. From the
outset, the individual bene-
fits from a fully-managed
car management system
scheme without any disrup-
tion or complexity.

Once a month his person-
alised account can pay
automatically or he can
make one cheque payment
from that account for the
instalment on the finance
for his First Auto card pur-
chases and for his monthly
insurance premiuoms.

The card also provides
accurate summaries of all
vehicle finance, insurance
and running expenses.

The individual can also
decide to take on additional
optional services. For in-
stance, maintenance ex-
penses can be subjected to
invoice scrutiny by First
Aute technical specialists
who ensure fhe work car-
ried out was necessary and
reasonably priced.

Modular

Other modular add-ons
include a Customer Protec-
tion Plan {a policy ensuring
ongoing payments in the
event of temporary or per-
manent disablement or set-
tlement on death); compre-
hensive insurance;
Coverplus insurance exten-
sion (covering shortfall be-
tween insurance payouts
and the financial settle-
ment amounts in the event
of the vehicle being dam-
aged, stolen or written-off);
Motorwise Warranty (cov-
ering mechanical failure of
major components outside
of the manufacturer’s war-
ranty) and Cashpower
Loans to arrange loans
quickly in the event of
major repairs.

Package enhances
the corporate car

-
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PROFESSIONALS?

Specialist advice on: Employee Benefit Arrangements, Tax Planning,
Retirement Planning, Estate Planning, Life and Business Assurance,
Investments, Unit Trusts.

Tel (011) 789-1255
BRANTAM HOUSE
12 MONTROSE AVENUE
CRAIGHALL PARK

WES10

INVEST IN A CORPORATE
EXECUTIVE AIRCRAFT

Why pay your hard-earned company profits
to the tax man when you could invest in a
fly-away international asset? RS

As a highly qualified commercial executive
jet pilot with international and African fly-
ing experience, I’'m in a unique position to
advise you: LT

v How to get the best tax break
% The ideal aircraft to purchase
w What aircraft are currently available

LET THE TAX MAN PAY FOR AN ASSET
THAT WILL IMPROVE EXECUTIVE PRO-
DUCTIVITY AND CREATE A STRONG COM-
PANY IMAGE.

MY FEE: Absolutely nothing — | just get to
fly your aircratft.

Write in confidence to: The Pilot, PO Box
781767, Sandton 2146.

WESI1
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One-stop service in the instalment credit market,

WESBANK Corporate has
~allowed WesBank to tack-
le the entire instalment
credit market, providing
finance and advice to
manufacturers, suppliers,
dealers, corporate entities
and the man in the street,
says WesBank Corporate’s
senior GM Ron Rudman.

WesBank started a cor-
porate operation some
two years ago and in Octo-
ber 1991 the activities of
this division were merged

- a i 7Pl i N R,

with those of First Indus-
trial, a division of FNB.
A year ago First Indus-
trial comprised First
Leasing, First Joint
Finance Companies, First
Faectors and First Auto-
card divisions. With the
merger, it was decided the
factoring and Autocard di-
visions did not fit the pro-
file of WesBank Corpor-
ate. The factoring division
was hived off to IFNB to
give it access to the

Tu e
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branch network, while the _”
Autocard Division became
a stand-alone operation.
First Industrial’s head-
office was integrated with
Wesbank. All staff are
now fully conversant with
WesBank’s shared values,
known as the WesBank
Way, and all activities
have become geared to-
ward the corporate sector.
As much of WesBank
Corporate’s business ac-
tivities are determined by

the extent of capital ex-
penditure, many members
of its management have
backrounds in project and
corporate finance, en-
abling the bank to be fully
conversant with the needs
of the corporate sector.
Rudman says govern-
ment may need to reconsi-
der schemes to promote
capital expenditure if SA
is to maintain its techno-

logical and economice
base.

LIGHT TRAVELS AT 300,000 KM/SEC.
AGFA CAPTURES IT FOREVER.
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The most important element tin creative photography 1s light That's
what photograpners work with They capture it, however fast it might be
And then they preserve it - on Agfa film In a warld of hight, Agfa 1s the
epitome of quahty Photographers all over the world give it "exposure”
Professionals and amateurs alike

Film 1s Agfa's visiting card But Agfa 15 more than just film For over a

hundred years Agia has been setting milestones along the road to today's
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hi-tech world of text and images Photagraphic paper and photocopiers,
A-ray film and cine-him, computer-controfled phote gomposiion
systems, digiial art pnnters and rmini-labs (*1 hour [2bs™} - Agfa provides
vital simulus n alf areas of progress

The Agfa rhombus 15 & shining light in mare than 140 countnes on all five
continents A symbol of quality in a world

af fight Pommbing the way to the future

NOTHING ESCAPES AGFA.
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WesBank Corporate

lastic fleet card
pioneer looking

at govt agencies

WESBANK'’S First Auto
division has come a long
way since pioneering
plastic card fleet man-
agement in 1979. It now
plans to expand to con-
solidate its position as
leader of fleet manage-
ment services in SA.

First Auto’s chief man-
ager Rusty Gibb says
while private sector mar-
kets may be saturated,
there remains scope for
provision of fleet manage-
ment for government
agencies.

He says that while
about 50% of the available
fleet management market
exists under various
schemes, most of the re-
maining 50% comprises
fleets of government or-
ganisations.

Gibb says his division,
which since 1979 has trad-
ed as Barclays Auto, Bar-
nib Auto and First Auto
under First National Bank
(FNB), is looking at ways
of speeding up govern-
ment agencies fleet
administration processes.

Turnover

First Aufo, with its
turnover of about Rlbn a
year, is the leader in fleet
management, with about
40% of the market. Absa,
Nedbank and Stannic
share the remaining 60%.

Gibb says fleet manage-
ment is heing geared to
electronics. At present
10% of all forecourt trans-
actions are billed electro-
nically. However, Gibb
predicts that when other
banking institutions begin
interchanging services,
this percentage could rise
to 17%.

Over a period of five
years, he predicts more
than 80% of garage trans-
actions will be electronic.

This could also involve
the introduction of Smart
Card systems which will
allow the use of credit and
pre-paid purchasing
facilities, says Gibb.

Government’s plans to
.expand toll roads will pro-

vide new -avenues for ex-
yansion for.-First Auto. .

bl

involved in the evaluation
of reading antennae at
Tolcon’s Wilge and Mooi
River plazas which enable
motorists to pass through
without stopping.

There are also opportu-
nities in providing full
maintenance administra-
tion facilities, particular-
ly for full maintenance
scheme underwriters.

First Auto are adminis-
trators for Nissan SA's
Marketing Maintenance
Contract Scheme, Delta
Motor Corporation’s Exe-
culink, Samcor’s Mazda
Confract Motoring and
Ford Maintenence Cards,
MacCarthy Motor Hold-
ing’s Ford, Mazda, Nissan
and Toyota franchises and
Barlows Motor Holding’s
maintenance scheme.

“There is a tremendous
future in this as people
look more to fixed-cost
motoring,” says Gibb.

First Auto, recognised
at some 15000 motor re-
pair, spares and toll road
operations through a
spread of branches in SA’s
major centres, provides a
duality in the nature of
henefits for customers.
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WE ARE PROUD
OF OUR
ASSOCIATION WITH
WESBANK CORPORATE

It provides customers
with a method of purchas-
ing all facilities necessary
for the operation of a
vehicle such as fuel bills,
repair and toll payments,
while providing manage-
ment information on
financial and operating ef-
ficiencies, says Gibb.

Information provided
includes fuel consump-
tion, repair and vehicle
operation costs, in fact, a
range of 28 types of ex-
pense and efficiency re-
ports.

Dual

Gibb says the perform-
ance of these dual func-
tions compared with
vehicle national averages
provides an accurate ba-
rometer of the efficieny of
the vehicle and the fleet.

In addition, First Auto
also controls managed re-
pair and maintenance ex-
penditure for fleet owners
through its produets.

This involves, for in-
stance, the aunthorisation
and vetting of expenditure
for customers and under-
writing maintenance prin-
ciples.
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Committed to a new
South Africa
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RUSTY GIBB

First Auto is a separate
operation under the Wes-
Bank umbrella which, in
turn, is a division of FNB.

However, Gibb points
out that First Auto plays a
pivotal role in WesAuto
products and provides for
vehicle acquisition by
company employees in re-
ceipt of car allowances.

First Auto provides a
card for vehicle purchase
interface mechanisms. Its
fleet management sys-
tems are tied to vehicles
and not individuals, which
leaves little space for the
misuse of funds or of the
system.

First Auto pioneered
the plastic card-con-
trolled fleet management
systems. It was followed
by Stannic 12 months lat-
er. Volkskas started its
scheme three years later
and Nedbank followed in

1988. __

e = —

*

—

T

Merger presents a

challenge to Absa’s

market d

WESBANK’S contribn .nu@

to FNB group profits 15
higher than planned and
growing fast. In fact, Wes-
Bank is decidedly bullish
about its prospects in 1993,
says MD Peter Thompson.
WesBank and its main
competitor, Stannic, both
hold about 25% of the mo-
veable assets instalment
market, second only to
Absa, whose market share,
after its creation, totalled
29%. However, says
Thompson, Absa has be-
come a new challenge.
Meanwhile, WesBank's
new business volumes have
increased to more than
R400m a month from
R300m a month in March
1992. This, says Thompson,
was achieved in spite of the
drop in money supply, de-
clining vehicle sales and
the fact that demand for
credit has been at all-time

S e PA I N

Budgete

Bad debts, although high-
er than last year due to the
recession, were within bud-
geted levels, while repos-
sessions were manageable,

Innovation, as in the past,
will provide growth oppor-
tunities, says Thompson. An
example of the success of
previous innovations is the
fact that WesBank’s busi-
ness is conducted via motor
dealerships, which provides

Inance

with distribution advan-
tages, he says. ,
WesBank puts its staff on
motor dealer floors, a con-
cept first pioneered " by
WesBank about 15 years
ago — a world first, says
Thompson. q
The approach gives Wes-
Bank the first chance ‘to
“bite the apple” of vehicle
financing because buyers
often walk into dealerships
without having sorted out a
finance package, he says.

Taxi :

WesBank also developed
the SA Black Taxi Assori-
ation (Sabta) Scheme.
Thompson points out that
were it not for this scheme,
about 80% of taxi operators
would not have found
finance from meore tradi-
tional finance sources.

Future Bank is 49% held
by FNB (WesBank), 44% by
Fahccg, 5% by SA Market-
ing and 2% by the black
development group The
Get Ahead Foundation, The
bank is thus 51% owned by
blacks. -

Thompson says the finan-
cial benefits of making
WesBank a division of FNB
were vast, some being de-
rived from VAT. However,
he points out the change in-
volves the removal of legal
standing only, otherwise
WesBank operates as
would any other separate
company.

Stocks & Stocks

are proud to be
associated with
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‘Big is not always best,” say

By ARl JACOBSON

SA banks too small to become global
players are seeking overseas pariners
merely to enhance their positions lo-
cally, according to SA’s banking chiefs.
“SA will remain the engine room for
First National Bank (FNB)”’ said MD
Barry Swart commenting on the back
of confirmed negotiations for the pur-
chase of UK-based Henry Anshacher.

Swart said that going overseas was
not the natural option “it’s no bed of
roses out there,” he said.

But Swart points out that London has
~1—n~«e hgen an important base for

trade with SA “we want to make sure
we are well-represented to pick up the
business for our clients”.

“But make no mistake there is plenty
on offer locally — with huge multi-
nationals operating from SA.”

And talking of the potential for a
local purchase Swart says that “Nedcor
remains the most complementary”.

He says “there is very little duplica-
tion at branch level, both banks have
mass market appeal and management
that is reasonably compatible”.

1 would like FNB to be bigger — but
at the same time not too big to lose
advantage.”

Nedcor CE Chris Liebenberg points
out that banks growing for the sake of
size was no longer feasible “profitab-
lity is far more important”.

“Sure there is a necessary size
needed to be profitable but all the four
major banking groups are already at
that level.”

As for further rationalisation in the
local banking scene Liebenberg adds
that taking control of one of the lead-
ing banks would require permission
from a powerful shareholder.

“In the case of Nedcor, Old Mutual
has about a 52% stake and would have
to give the go-ahead which would de-

—_———

banks

cr3lalaz
pend on their strategic evaluation of
this holding.”

Standard bank’s MD Mike Vosloo
feels that the Standard is large enough
to achieve all the benefits size has to
offer on the local scene.

“But on a global scale — there is
absolutely no local bank which would
be able to compete.”

FNB is the only bank, of the big four,
that up to now has no official represen-
tation in London. Standard bank has its
namesake in Londen, Nedcor has been
there for nearly 100 years and Absa is

well represented through Trustbank
and Volkskas.
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Code of ;mnd;sc@,
fora Fgggds %Lgﬂ:{giy

WILSON ZWANE an AN HADLAND
AN INTERIM agreement on a code of
conduct to regulate financial institutions’
dealings with low-income homebuyers is
' likely to be reached today.

The Association of Mortgage Lenders
(AML) meets the SA National Civics |
Organisation (Sanco) today to thrash out
details of the agreement which will re-
define bank lending policies, establish |
home loan centres in fownships and set out
the role of financial institutions in the de- |
velopment process. This follows calls by
Sanco for a national bond boycott. !

The likelihood of agreement being
reached today was enhanced by a provi-
sional agreement on community-orientat-
ed banking reached between the Perm and
the Civies Association of the Transvaal this
week. A community deveiopment trust to
provide housing and development opportu-
nities to the underprivileged in the south-
ern Transvaal was established.

Sanco president Moses Mayekiso, who

hailed the Perm agreement, and said the
| proposed code of conduct would be based
on the premise that bankers had to change
I their operating procedures “radically” to

do business in the new SA. People in ar-
rears on housing bonds and future borrow-
ers would gain relief from such a code.

Perm development GM Denis Creighton
said the Perm had accepted Sanco’s pro-
posal for a banking code of conduct, but
would not elaborate. The AML could not be
reached for comment.
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CurfinHits
net 1acome

SHARON WOOD

CURRY Finance Corpora-
tion (Curfin} lifted net in-
come by 6% {0 R11,6m
during 1992 from R19,8m.

Executive chairman
Mackie Brodie said as
trading conditions had
not been conducive 10

real growth in the year
gnder review the in-

crease in earnings was
satisfactory. %‘V‘
Earnings a share grew by
6% to 82,1c from T7,3C
and dividends by 16% to
50c a share from 43c.
Clearing, forwarding and
freight income increased
hy 13% to 39 4m ifrom
R305m. 4T\ G L~
Leasing, finance and prop-
erty income rose by 6%
to R4,8m from R4,om.
Director Henry McCor-
mick said Curfin was de-
pendent on its 51%
owned subidiary Safcor
and it had done well.
in view of the economy,
leasing and finance busi-
ness had performed
reasonably, he added.
Property showed set in-
creases annually be-
cause of long leases and
would continue to show
steady growth.
The outlook for 1993 de-
pended largely on the re-
furn to normality of the
ecohomy.
Y 1f that happened the group
would probably do as
well, if not slightly
hetter, than this year,
said Brodie.
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FNB/HENRY ANSBACHER

FY
Cleaned u :

RES

First Mational Bank (FNB)’s pioneering tar-
get for the first SA takcover of a British
bank, Henry Ansbacher, has been on the
market for some two years during which

time its capitalisation has slumped from
£160m to £49Ym.

It has been a period of cieansing for Rich- |

ard Fenhalls (49), the Durban law-trained
chairman and CE who joined the merchant

L
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bank in 1985 from Guinness Mahon, where
he performed a rescue act over four years.

Ansbacher’s pre-tax profit doubled to
£10,1m in two vears to the end of 1989, but
was then it by bad debt provisions. Profit
dropped to under £2,5m in 1990, and Ans-
bacher recorded a loss of £8,2m last year.

London analysts say that as a third-tier
merchant bank, lacking in a strong corporate
client list — though it has the distinction of
having the only two quoted football clubs,
Manchester United and Tottenham Hotspur
— Ansbacher found itself looking for busi-
ness. It was involved in loans to the property
sector, to a financial services group which
crashed and to companies related to Robert
Maxwell.

In the secretive world of merchant bank-
ing ro full disclosure is made, but Ans-
bacher’s provisions last year are thought to
have exceeded £10m, wiping out operating
profit from offshore banking and trust man-
agement and asset trading — principally
South African and Third-World debt.

According to one analyst, Ansbacher’s
loan book is now down to the level of share-
holders’ funds of £83m at last balance sheet
date. “It has been cleaned up,” he says.
“There 1s no gearing to speak of, Ansbacher
should be a good buy for FNB.”

As a portfolio investment, Ansbacher has
been regarded as ““a bit of a dog”, because 1t
i1s small and tightly controlled. Nearly 63% is
in the hands of the Belgian-Canadian group
Pargesa (23,9%), Groupe Bruxelles Lambert
(23,8%), Nanque Internationale of Luxem-
bourg (13,8%) and three others including the
Middle Eastern Wafra Interinvest, Perga-
mon and the ADT group.

The main shareholders had been in take-
over talks with Singer & Friedlander, mer-
chant banker, but these were discontinued
after FNB came into the picture. First-half
1992 figures for Ansbacher showed a recov-
ery from just over £1m pre-tax profit last
year to £1,9m, propelled mainly by offshore
banking and asset trading operations.

The share price, however, has remained at
its low for the year of 26p. John Cawill
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MONEY SUPPLY é@
Out of range T\ WAlg2 .

The acceleration in money supply growth in
July does not reflect an increase in demand
for money. Absa economist Dominick Sutton
says th? impetus probably came from inflows
of foreign exchange — reserves rose by al-
most R1bn that month. “Anecdotal evidence
dﬂES. not suggest any significant increase in
credit creation,” he says.

S0 the uptick has produced what the late
Reserve Bank Governor Gerhard de Kock
used to call “good money” — the potential
for a future increase in spending, matched by
furalgp exchange reserves and thus the abili-
ty to import.

Provisional figures show the broad mone-
tary aggregate M3 grew 1,01%, or 2,24%
seasonally adjusted, in the month. From the

base of the guideline year, it ros¢ an annual- |

M

’_FHBML—A%

ised 10,16% to a seasonally adjusted
R193,4bn — above the guideline range of
7%-10%. In the 12 months to July, 1t grew
9,85% to R191,4bn.

The uptick in the 12-month figure is partly
technical; M3 fell by almost R2bn last July,
so the basis for comparison is low.

June M3 growth has been revised substan-
tially, from 8,36% to 7,52%, at R189,5bn.
The seasonally adjusted figure was revised
from 9.05% to 7.69%. at R189,1bn. The
revision arose from corrections to figures
originally submitted by banks.

The full breakdown of monetary aggre-
gates for June shows that:

O MO (notes and coins and deposits by de-
posit-taking institutions with the Reserve
Bank) grew 6,52% over 12 months to
R12,7bn;

MI1A grew 18,73% to R35,6bn;

0O Mt 11,11% to Ré4bn; and

O M2 11,77% to R164,7bn.

The Bank also released credit aggregates
for June. Claims on the domestic private
sector rose 9,08% over 12 months (0,22% in
the month) to R197,6bn. Total domestic
credit extension grew 7,82% (0,5%) to
R199,1bn. I




CAPE TOWN — A
sions in the Blye Downs community —
estimated at 75% of th
built there so far — has led to a show.-
down between the community repre-
' | sentatives ang NBS Bank.

ANC campaigng convenor Chris Nissen
{ claimed yesterday the bank had adopted
; an unsympathetic approach and the ANC
{
{

had been brought in by the community to
intervene in the conflict.

taking by NBS to deal Sympathetically and
reasonably with the plight of people whe
are struggling to own thejr Own homes,”
Nissen said.

But an NBS Spokesman denied the bank
had been unsympathetie, saying it had
agreed to suspend auctions for August in
the hope borrowers would come forward tq

houses by private treaty.
Members of .the community claimed

‘théy were frustrated in trying to attend the

auction yesterday by the sheriff ang NBS

secretly instead of being openly
advertised, with the result that only these
directly informed would be present to bid.
Hence “the miserably low prices” raised
for the units.

“Auctions often take place without prior
advertising and (houses) are s0ld for prices
well below their valye on the basis of what
is essentially insider information.

“The sale amount, which in some cases
has been as low as R10, is deducted from
the amount owing by the mortgagee, who
must then pay the balanee to the bank”

But the NBS Spokesman disputed the
allegations, Saying the bank wag
obliged to publish jts intention to hold sajes
in execution of houses in ap English and
Afrikaans loca] newspaper, and it had done
this.

A meeting between Absa and the Bjye
Downs ratepayers’ and tenants’ assoei-
ation has heen scheduled for Wednesday to
request a freeze on repayments at afford-
able levels and an extension of repayment
periods until the €conomic situation had
Improved.

— - S —
-

h._




maintain
uThj_.s polit;?th Bﬂ.ﬂk rate this YEHI',

rﬁduc:ig {11 no doubt c&m;g:?:r :he?’l’

order inflation

orderly Ipanner as :;; n drope Hle gap.
e said there ——

k‘;k This gap Ou6
by banks. nmpetitium a]t,hﬂﬂgh

h competitiof
gt?t‘;gand their desire

to
¥ vesirai trﬁ()ﬁﬁ:i
a restralil. &
as
that, can

“] tht

size businesses 1B p an appropriate ex-

Welcoming debat® mmert:ial rand, Keys

com
N ratehfﬂé' tﬁh:eu a continuing ¢

present NSLAbT Keys said government

itical obstruction to sfelling off

Reserve Bank ‘@Z O From Page 1

state revenues in the 1992/93 fiscal year * he& said

“There 15 nothing at the moment that 1
could hock to solve a short-term protlem ™

Keys appearcd to rule out extending
VAT exemption to food, saying govern-
meni wanted to adhere to its line that an
indirect tax such as VAT should not be
allowed te distort the relative prices be-
tween the producis of different econoric
sectors “We would regard it as fiscally
unsound to exempt an entire section of the
economy from the effects of a tax like

A plenary session of the proposed eco-
nomic¢ forum was not government's objec-
tive, Keys said “Our objective s that la-
bour and busimess should be talking and
that they should have free access to gov-
ernment with a view to enhslm; us if that

is required g/ﬂﬂvl q_(? 7 7

More discussions on the establishment of
an economie forum had been scheduled for
September 14




BANKING — T wala e
Taking an interest 5%

Though bonks ar¢ increasingly looking to
non-interest sOUrces of revenue, figures pub-
lished in the 1991 annual report of the Re-
serve Bank’s bank SUpervision department
show loans generated 85% of the income of
SA banks. Service fees amounted to 10% and
invesiment earnings 5%.

Interest costs, at 69%. were the biggest
expense, followed by operating expenses at
17% and provisions al 1%. The remaining 6%
represented net income before 1ax.

The importance of morigage loans to the
banking sector 18 underscored by 2 break-
down of interest income. This category
topped the list at 11%, along with credit
cards and overdrafts which provided 31%.

Other contributions came from:

] Instalment debtors 17%:

] Bills and promissory notes 7%:;
] Interbank transactions 6%,

1 Other 5%; and

(] Foreign advances 3%.

Interest expenses break down as follows:

1 Fixed/notice deposits 39% of total;

] Demand deposits 18%;

] Interbank 14%;

[0 Negotiable certificates of deposit 10%;
1 Other 7%;

0) Savings deposits 6%; and

3 Loans under repurchase agreements 6%.

A breakdown of loans and advances al
December shows that 11% of the total 1s
made up of overdrafts and credit cards while
mortgages constitute 30%. The rest 18 made
up of:

1 Instalment debtors 15%;
' [ Interbank transactions 8%:;
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[ Bills and promissory notes 7%:
Other 5%; and
O Foreign advances 4%.
Funds are composed of:
O Deposits 75%;
Other 11%;
[0 Loans under repurchase agreements 5%:
Acceptances 5%; and
{1 Capital and reserves 4%.

The industry’s risk profile, based on the
monthly average for the calendar year,
shows:

[} 47% of assets have a risk weighting of
100%;

L1 24% have 50%:

O 14% have 0%;

[3 9% have 20%:

0 5% have 10%; and

W El:'fl'ﬁz— %

card holder’s purchase, should their objec-
tive not be to get cards into the hands of
potential or credit-worthy customers — and
bear the cost?

Customers say a bank could make up for
lost fee income by offering a free card which
would attract more users and increase turn-
OVer.

Premium or “gold” cards offer few advan-
tages over their more common counterparts.
With their built-in snob appeal, their desir-
ablity relates directly to the high cost of
acquiring them.

It 1s an advantage to keep credit card
accounts in credit because the rates often
exceed savings account rates. Also, cash ad-
vances do not attract interest if there is
enough money to cover them (unlike ordi-

_ECONOMY & FINANCE

Fuel purchases on garage cards attract a
transaction fee {see table) because banks do
not receive their usual commission. When
garage cards are used to pay for spares or
repairs, the transaction fee does not apply.
However, when the charges are debited to
customers’ current accounts, they, like any
other debit, are subject to a service fee.

FNB’s Petrocard allows up to four cards to
be linked to one account to cater for families
and small businesses. Large corporate clients
use fleet management cards, which offer
different facilities.

Most credit card issuers offer extended
credit facilities on the purchase of big-ticket
items. These purchases usually have to be
paid off within a customer-elected period of
between six and 48 months. The interest rate

O 1% has 5%. M | nary spending, which attracts no interest | isusually that applicable to ontstanding deb-
charge if paid in full by statement due-date, | it balances — but it varies among banks. The
BANKING 5 cash advances attract interest charges from | extended credit facility does not affect the

Charge cards; card charges

On credit cards, banks make money from the
card holder and the vendor of goods or ser-
vices. The vendor is the real money spinner,
which is why many US credit card com-
panies don’t even bother charging card hold-

ers an annual fee.
In SA, of course, they do. Council of

Southern African Bankers director-general
Tony Norton says fees are charged because
many card helders don’t use their cards but
keep them for emergencies. So it would not
be fair to make the merchant pay for cards
supplied to customers.

The argument has some validity but, since
the banks stand to make about 3% on each

e e e e e T T
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the date of withdrawal until repaid).

Interest rates on outstanding balances
make overdraft facilities seem cheap — but
these apply only after the first billing cycle,
which effectively gives credit card users up
to 45 days’ free credit.

Garage cards work a little differently. Be-
cause the law does not allow the sale of petrol
on credit, some banks link garage cards to
customers’ current accounts. So as soon as
the garage deposits the sales voucher, the
customer’s bank balance is reduced.

Otherwise, the card can be linked to a
customer’s regular credit card account or it
can stand alone. In both cases, however,
petrol purchases are treated as cash ad-
vances — on which interest is charged. The
way to get around this problem is to keep a
credit balance in the account.

o

e

. A
Tyt

customer’s ordinary credit limit.

Credit card technology is becoming more
sophisticated. Though the next generation of
“smart cards” will not be in wide use soon,
the Nedcor group has been testing them over
the past two years. Their cost, at around R48
each, 1s one factor that inhibits their intro-
duction. Programmable computer chips em-
bedded in the cards allow consumers to
“load” them with money. Whenever the card
15 used, the expenditure is automatically de-
ducted from the balance available.

The cards have many applications, includ-
ing use for access control, public telephone
calls and pay television.

Smart cards pose no threat to credit cards
now because they do not serve the same
needs. The two technologies are expected to
run in tandem for some time. Aathony Sarankin
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Standard United Volkskas

Credit cards - - -
Annual fee

Ordinary |R30 R27 R25 R25 R3O0 R30 R25 R30

Premium JRG6 |H?2 R70 H70 R66 H70 R55 R72
Interest on out-
standing batance

Ordinary 126,75% 26,75% 27% f 28%" 27% 1 28%" 28,75% 27% 26,25% 27%

Premium §24,25% 24,75% 27% 1 28%* 27% 1 28%" 24,25% 26% 24,25% {26%
interest on credit
balance I

Ordinasy £8,5% - 12,75% 13% 12,5% 12,5% 8,5% - 12,75% 12% 12,5% 8% - 13%

Premium §8,5% - 12,75% 13% 12,5% 12.5% 8,5% - 12,75% 12% 12,5% 8% - 13%
L.ost card
profection

Ordinary JH3 R3 R3 A3 H3 Free R3 R6

Premium [Free R4 Free Free Free Free Fres Free
Giarage cards

Annual fee |R12 R15 R25 R25 R12 R18 {R12 A15
Transaction fee - fuel ]85¢ 50¢ 30c - N/A 850 50c 75¢C 85¢
Lost card protection |R3 R4 R3 R3 R3 Free R3 R6
Can card be linked _
to curvent account? No Yes No Yes
eds RB 000 over 3 months SN R e
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COMMON FUND ‘:‘ﬂ;\\q .y

Bread basket /<

Activities: /nvestment trust holding a wide
spread of listed shares.

Control: Directors 39,8%.

Chairman: J G van der Horst.

Capital structure: 7,.3m ords. Market capitai-
isation: R460m.

Share marked: Price: R63. Yields: 3,1% on
dividend; 4,0% on earnings; p:e ratio, 258,2;
cover, 1,3. 12-month high, R65; low, R60.
Trading volume last quarter, 13 000 shares.

Yeor to Maur 31 ‘89 90 )| ‘92
Investments (Am)}* .. 344 481 489 649
Dividend incoma {Rm) 13,6 17,7 18,2 19,0
Interest income (Rm) 1,2 1,4 2.0 1,5
Net income {(Rm}) ... 130 17,0 17,8 18.3
Earnings {c} ............ 117.4 232,0 2425 249.,6
Diwvidends (¢} ........ ) 89 117 196 196
Nat worth {c) ......... 4626 6462 6624 8771

Debt cover: Gross cash flow expressed as a
multiple of interest-bearing debt.
Relurn on capital: Pre-interest profit as a
percentage of capital employed.

Net assel value: Net assets attributable to
ordinary shareholders after adjustment

ALY G e

During the year, it disposed of its shares in
building and construction group Everite and
passed its rights to take up shares in First
National Bank Holdings debentures and in
Sasol, and also passed part of its rights in
C G Smith Sugar.

The disposals did not bring in enough cash
to finance R7,3m in acquisitions and Com-

COMPANIES

DEFINITIONS \

for market and/or directors’ valuation of
investments, less intangibles.

Return on equity: Earnings per share,
based on weighted average number of
shares in issue during the year, as a per-
centage of NAV.

(S

Fund delvedinto — and halved — its Rém
cash resources. Apart from additions to Bar-
lows, which now makes up 15% of the total
portfolo, listed shares in the industrial hold-
ing sector continued to account for a third of
the portfolio’s total market value. Platinum
was the only metals and minerals sector that
ComFund chose to broaden. Other new in-
vestments include Metropolitan Life and

* At market value. Conts Comm on FI.II'I d C G Smith Sugar.
6500 : Total expenses were low, at R3%96 000, or
Common Fund’s widely spread share portfo- gjﬁﬂ 2% of net income. |
lio outperformed the JSE Overall index last | | 6350 _ The share stands 29% below the estimated
year, appreciating by a third against the gggg g current net worth, suggesting this could be a
index’s 23%. Since the company’s March | | 6209 3 buying opportunity for those who want expo-
year-end, the index has shed 11%. Assuming 6150 3 sure to a broadly based investment trust.
the market value of ComFund’s 28 listed g;gg Marketability is limited; less than 1% of the
companies has moved in line with the index, 5580 i issued shares traded in the past three
net worth would now be about 8 02i¢ per SONDJFMAMUJ J A months.
share. 1991 1992 Kate Rushton
RESULTS AND DIVIDENDS
Pre-tax
profit Por- Earned Paid Dividends
Rm centage cants por share Amount Register Payable
1991 1992 change 1991 1992 1991 1992 Sector cents by about
+147 5 «1d 2.5 6 Paper & Pack 16,00 11.8.92 9.10.92
frox nte e B LT & T B TR 50 70 OFS 3500 11.9.92 23.10.92
BIOCH cvvivrverervsnrnsenssnessennes D — - — - — $3.83 #5. 19 Dav Capital 13,32 4.9.92 18.8.92
Bowler Metcalf..................D — — — — — 1,5 9 Paper & Pack *2.00 4.9.92 10.9.82
Blug Circle ....ovvvvverinenrnrneninl 53,9 32.3 —-40 «130 *03 55 27,5 Bulding *27,60 18.9.92 28.9.52
Commercial Finance.............| 2.9 3,2 +11 18 20 8 8 Dev Capnal *8,00 16.10.92 30.10.92
Congella Fed.......covevneeeennnn ] 1,6 1,7 +7 107 116 16 18 Property *18,00 23.10.92 6.11.92
Gen Optical .......cccoveiiernnn. P 3,9 4,0 +2 77 74 20 20 Pharmaceutical +16,00 20.11.92 7.12.92
GONIYIO .vvveerrreeroes seeerenenss] 29,2 28.4 -3 186 179 65 55 Motor *55,00 25.9.92 12.10.92
GHNEEK ooeevevnrveeniiiisisnians P 80,9 81,3 +0.,4 16 14 5.4 3,7 Elsctronics +2,00 11.9.92 9.10.92
L& J veeeeereeserenrsescsrsssnrneans P 08.4 108.2 4+10 *235 *258 78 86 Food 186,00 11.9.92 9.10.92
Imperial Group ..ccovveeevennee P n/d n/d — 114 134 44,2 51 Ind Hold 126,00 18.8.92 20.10.92
IMPROI veerveeeerrrecrsenrennrenns P 50,6 62,3 +23 38 46 15 17,6 Ind Hold 19.00 18.9.92 20.10.92
e P 641,0 345,0 —-46 *33 *19 11 6 Steel & Allied 13,00 11.9.92 16.10.92
JD GrouP covevvverirrniirennnenns | 8,9 6,7 —24 30 19 7 4 Furniture *4,00 9.10.82 23.10.92
KWWY INVESE oeeeieeeireceeee. D — — — — — 46,3 51 Beverages 35,00 25.9.892 23.10.92
McCarthy .ooovcvivcvnievenencen. P 99,2 87.8 —-12 *50 51 23,5 21 Mfﬂﬂr $+13,50 18.2.92 9.10.92
Middle Wits ......o.vvveereuern. P 78,7 80,9 +3 15 17 6 7 WMin Hold 15,00 18.9 92 16.10.92
MObIlE ceeeenrreernreniiisiiriasnn P 13,6 16,6 +22 181 221 40.6 49,5 Transportation 139,60 11.9.892 23.9.92
M&R Hald ..ocoeeveeeeereeen P 299,3 466.2 +56 500 o485 166 180 Ind Hold 127,00 18.9.92 2.10.92
ME&R Invest......c.oeeerreneenns P 124,2 126,7 +2 445 432 139 160 Ind Hold +113.,00 18.9.82 2.10.92
Mutual & Federal .............. P 1456.,4 197.8 +36 232 +208 52 68 Insurance 143,00 18.2.92 19.10.92
Pangbourne Prop............... P 31.0 41,2 +33 A75 A73 A74,744 474,735 Prop Loan Stock  A137,12 18.9.92 1.10,92
Rembrandt Beh................. D e — — —_ — .33 10,61 Tobacco *10,561 18.9.92 15.10.92
REMGIO .veeerirnrcerirecransesnnns D - — — — — 12,6 14,2 Tobacco *14,20 18.9.92 15.10.92
SAFCOT wvvvveeeremrerniaerenaesrenes P 30,6 34,6 +13 *74 *84 37 47 Ind Hold 129,00 11.9.92 25.9.92
SAMANCOr viereerrreeernmmersaness P 567,4 3844 —-32 *216 *151 110 90 Manganese 150,00 4.9.82 25.9,92
SHOCIATE vvverrerrrreermmnensnness P 0,47 0,99 +108 2 7 1 1 Dev Capital 11,00 25.9.92 16.10.,92
TeOKOT ..vcivirieriennrimnnernnnes D — — — — — 8,18 9,22 Tobacco *9,22 18.9.92 15.10.92
B - S D —— — —_— — — 8,67 9,77 Tobacco *9,77 18.9.92 15.10.92
T&N Hold woieeeeieeeieneeaes 1 7.1 8.9 +39 28 28 7.5 11 Ind Hold *11,00 18.9.82 31.10.92
TIOMCOT tevneeerenneerneenrrnnsnns P 132,0 170, 1 +29 735 905 160 195 Transportation 153,00 11.9.92 23.9.92
U-Control ..coocceecimnemnecnnnna, | 1.4 0 — 2 0 2,25 # Engineering — - -
Unibold e, | 7.9 1.7 ~78 12 3 4.5 # Engineering — — —
UNITANS vvvvveverreveeermmeensnnes P 28,8 45,6 +58 *73 «(>89 23,5 Ww025,6 Transportation 117,00 18.9.92 2.10.92
VBMLET «vvrrerrireninncrirnasnnnenss | O 3,9 — O 6 — ~— Transportation — e —_—
LTV Vel SR I 100,5 27,0 —-73 280 27 — — Motor — o —
P = Preliminary. * = Waighted earnings per share. } = Annual. D = Dividend. 1 = Final. & = Net aftar non-resident tax. * = Interim dividend. | = Interim. n/d = Not

disclosed. ¥ = Includes special dividend. A = Par unit. # = Dividend passed. ¢ = Annualised. [J = Not comparable.
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BOND BOYCOTT é@@

Loose cannon+ V] ¢(4/97 .

Even in ANC circles, there are those who
have misgivings about the tactics sometimes
employed by Moses Mayekiso. The latest
example is his threat of a black “bond boy-
cott” if the financial institutions persist in
failing to grasp what he calls “the big pic-
ture.”

Addressing the Council of SA Banks (Co-
sab) recently, as president of the SA
National Civic Organisation (Sanco),
Mayekiso said the bankers have to “help the
democratic forces press the government to
discard its racist stance on the nature of
reform and the future constitution.”
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gle-issue campaigns. Their
nence results mainly from

Yet, adds Seekings, the civie
magks Fhﬂll’ limits. These include weak or-
ganisation of membership, uneven Jevels of

consCiousness, variable leadership and dyb;.
Ous accountability,

Civics came to exist b

ment instftutiuns WECre seen as illegitimate
End credible politica] parties had beep
banned or, later, preoccupled with national
I:js:g:esl_] E‘h:s could explain differences of ap-
ach between the ANC and M '
ayek
the bond boycott. YR over
AsﬁSeeku}gs notes, civics have tended to be
only Intermittently active by reacting to sin-

present pPromi-
government's

S’ prominence

€cause local govern-

C—CbJ >

CURRENT AFFAIRS ) | lf] 9L

The banks had to *‘put your money where

your mouth is. Stop funding apartheid. Stop -

providing financial services to homelands,
black local authorities, the police, army and
Armscor.” The banks had more than R13bn
tn government loans on their books, said
Mayekiso. But Cosab had pointed out that
government was self-financing, that banking
internationally is neutral in such matters,
and that banks provide limited facilities to
government outside of legal requirements.

He went on to imply that Amerjcan banks
had pulled out of SA in pﬂlitica"sulidarity
with the ANC. It appears to have escaped
Mayekiso that they pulled out essentially for
business reasons — that is, they judged the
risk of operating in SA as too high.

Mayekiso says the bond boycott is one of a
number of tactics being used to “sharpen the
banks’ sensitivity to our problems.”

However, another civic activist says that
“other, more innovative ways are being
found to address this issue.” It’s also realised
by some activists that encouraging a boycott
mentality could lead to problems in future
under a democratic government.

Mayekiso bemoans the fact that interest
rates on bonds scared from 14% to 21%
within 18 months. Inflation and unemploy-
ment made the situation unbearable for
many bondholders, he noted in a display of
apparent ignorance as to how the market
works.

ANC leader Nelson Mandela recently in
effect repudiated Mayekiso’s bond boycott
stance. Mandela said that the ANC had not
been consulted and had not made such a call.

Aside from the image of Mayekiso as
something of a loose cannon (he is also gen-
eral secretary of the metal workers’ union,
Numsa, whose ill-concetved strike had to be
called off this week), it seems part of the
problem is related to a lack of clarity on what
the role of civic organisations should be.

Mayekiso, whom some regard as an over-
rated leader, could be using this vacuum to
carve out a pohtical slot for himself.

Civic organisations emerged during the
Eighties when they were at the forefront of
resistance against rent increases and discred-
ited councillors. They were curtailed by
states of emergency. Since 1989, however,
observes UCT research fellow Jeremy Seek-
ings, civic organisations have occupied a po-
sition of unprecedented importance.
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search for credible township representatives
with whom to deal. “This suggests that civics
may play a key role in the upfnlding transi-
tional period, but their role 1n a post-apart-
heid SA is uncertain.”

The broad support for civics during'the
Eighties, says Seekings, reflected a curious
combination of their conservatism and radi-
calism. |

They linked national and local issues, ar-
guing that key civic issues could not be
resolved without national changes in the
local government system, the distribution of
economic resources and access to political
power. .

It is further argued that civics attracted
support through their tactical pragmatism
and “reformism” rather than their ideologi-
cal or programmatic radicalism. Such prag-
matic tactics produced results, with rent 1in-
creases postponed and evictions suspended.

But when they made national political
concerns their priority or adopted uncompro-
mising tactics, support for the civics de-
clined, says Seekings. |

Civics have moved beyond their essential
watchdog role and are now “institutions that
themselves need to be watched over.” I
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BANKING margins are
twice the level they
were before the reces-

S101.

The margin — the differ-
ence between banks’ cost of
funds and the rate at which
they lend it out — varies be-
{ween 45% and 5%. In 1988,
before the recession, the mar-
gin was 2,25%.

A primary reason for the
widening margin is a banking

systern which is awash with.

cash and few borrowers.
Banks are reluctant to in-
crease their lending books by
taking on high-risk borrow-
ers. Desposit rates are falling

| as banks try to avoid a further

build-up of liquidity.
Standard Bank managing
director Eddie Theron dis-

misses the suggestion that
competition amorfg banks is
muted, saying: “You cannot
compare margins under the
current banking climate with
those 1n good times. The net
margin after allowing for bad
debts is little different from
that in boom times.”

Finance minister Derek
Keys referred this week to the
gap between the 15% bank
rate and that at which banks
lend money.

He said that although banks
were having to contend with
rising bad debts and new cap-
ital requirements, the gap
should narrow as a result of
competition.

JSE analysts say banking
margins are not excessive be-
cause of the sharp rise in bad
debts. The average provision
for bad debts is about 1%,
says one analyst.

Mr Theron says bad-debt
ratios have more than dou-

bled in the past two years.

Board of Executors econo-
mist Rob Lee says banking
margins have widened be-
cause the money market ex-
pects a further drop in short-
term rates. Bapkers’
acceptance rates fell to 12,4%
and prime overdraft — linked
to bank rate — is 18,256%, a
margin of more than 5%.

RATPLAN, which has con-

trolled fuel distribution in SA
since 1960, may be revised or
withdrawn even though it is
scheduled to run until the end
of 1995.

The Department of Miner-
al and Energy Affairs
(DMEA) says “the plan is but
an agreement, and although
the necessary powers exist to
legalise it, thus far the Gov-
ernment has not found such a
course of action necessary”.

“Should it be decided to re-
duce the Govermment’s in-
volvement i the petroleum
industry in any way or to
withdraw altogether, the
plan may be revised or with-
drawn.”

Self

The DMEA says Ratplan is
not a secret document in
terms of any legislation, but
is a confidential agreement
between SA oil companies,
organised service stations
and the Government "“who
act in the interests of the con-
sumer”,

“The reference by the

press (Business Times) to a

secret agreement can there-
fore only be interpreted as
deliberate, the same apply-
ing to the plan being branded
infamous.”

SA petrol prices are com-
petitive with Europe’s, not-
withstanding the fact that

{ those countries have self-ser-

vice and full service is pro-

vatplan cop

5[‘7’1»»&46%57 £

By KEVIH DAVIE

vided here.

“This ensures job opportu-
nities for 45000 driveway
personoel with roughly
250 (00 dependants.

“In addition, the restric-
tion on the opening of service
stations has prevented the
unnecessary squandering of
capital in a country which
has a shortage of capital re-
sources.”

The DMEA says Ratplan
has contributed to restricting
the rise in the price of fuel
since 1985 to only 51% in
nominal terrms while in reail
terms it has decreased hy
36%. Thiz compares with a
160% increase in food prices
in the same time — a real
rise of 13%.

“It is therefore evident
that the price of fuel has not
contributed to the average

172,

increase in inflation over the
past six years.”

Average per capita expen-
diture on petrol in Pretoria-
Witwatersrand-Vereeniging
amounts to only R30 a month,
or R85 a month based on the
economically active popuia-
tion in the country. Food,
drinks and cigarettes cost
R176 a month, or R500 for the
economically active popula-
tion.

The DMEA says regulation

does not protect the vested |

interests of the oil industry:
“SA has more oil companies
than many other countries in
the world — also Western
countries.

“There is keen competition
between these companies,
also competition with regard

to prices as is evident from j

the discounts they allow to
direct clients and service sta-
tions with a view to extension
of market shares.”

| to pick up, demand for credit

 Cotton farming bhreat

try will remain in jeopardy unless prices for domestic raw

executive director of the Textile Federatio

{ cotton become internationally competitive, say?%' Brink,

World cotton prices are R1,20/kg cheaper than the R4,80/1
forced on SA users by the Government, says Mr Brink. Duties
were imposed 1ast May to penalise imports.

“This margin is more theo-
retical than real. Triple-A
borrowers are able to obtain
funds at up to 2% below
prime. In this case, the bank-
ing margin is much less than
5%, but most borrowers are

forced to pay prime and

above.”

A comparison of return on
assets by KPMG Aiken &
Peat puts Standard Bank In-
vestment Corporation (SBIC)
in front of the majors with a
return of 1,09% in the year to
September 1991. It is followed
by First National with 1,07%,
Absa with 1,01% and Nedcor
with 0,94%.

The returns are more than

12% higher on average than ;

in 1990, but low growth in the
volume of lending has forced
banks to maintain wide mar-
gins in an effort to boost pro-
fitability.

“When the economy starts

will grow and this will put
margins under pressure,”
says a JSE analyst. “Banks
are compensating for lower
volume growth by holding
wider margins.”

Dampen

Banks have been forced to
build up dividend cover to
meet more stringent capital
requirements. Because of
this banks cannot be accused
of over-charging, says the
analyst. _

Banking margins tradi-
tionally widen in recession as
liquidity bulds up in the eco-
nomy and high real interest
rates make borrowing expen-
sive. Monetary authorities
tend to allow the margin to
widen in a recession to dam-
pen credit demand.

The PW Botha government
artificially stimulated de-
mand by pressuring the Re-
serve Bank to lower bank
rate.

In the 1986-87 recession, |

short-term money-market
rates dropped below 9% and
prime was 12,5%, a margin of
more than 4%. Higher bad
debts are behind the wider
margin this time.

SBIC decided to issue
shares instead of dividends to
build up capital. To satisfy
the new 8% capital:assets ra-
tio required of banks, SBIC
needs earnings growth of
12% rather than the industry
average of 18%. _

Mr Theron says there 15 a
worldwide trend to lower
margins as more non-banks
enter the lending market.
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| Prefcor sets up(sq)

insurance company

PETER GALLI

PREFCOR Holdings has been granted a
licence to operate in the short-term insur-
ance market and has established its own
R10m insurance company, Prefsure Limi-
ted, to begin operations next month.

It.is expected to take about Ri00m in
premiums away from the industry.

“The granting of this licence by the
Financial Services Board is a first for the
furniture industry and is a breakaway
from traditional customer protection in-
surance, which was provided through ar-
rangements with third party insurance
brokers — a practice that has been in
contention with the authorities for some
time,” Prefhold executive chairman Terry
Rosenberg said at the weekend.

Group financial director Bernard Gatter
said the R10m issued share capital would
be funded internally. &0/

Prefsure would offer fire, personal acci-
dent -and miscellaneous cover and would
service credit sales at Prefhold’s furniture

stores, including Bear?_ﬁ afcvells, Link,
e

Price and Target. L
“While this move will have ho real finan-
cial effect on future consumers, as we will
just be issuing insurance through our own
company rather than another party, we
expect to write up premiums of up to
R100m this year,” Gatter said.
Prefsure’s board will include Fedgen
MD Ron’ Carter, who is retiring, and SA
Mercantile & General Reinsurance former

director and GM Dennis Bridge.
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INVESTEC Bank had_acquired the total
issued share capital of Allied Trust Bank
from UK-based Barclays Bank for R18om,
it announced at the weekend.

Banking analysts said this was a sound
move and would provide a rand-hedge con-
tribution to earnings. The deal carried an
acceptable risk because it amounted to
only 0,6% of earnings.

Allied Trust is a London-based commer-
cial bank specialising in marketing retail
investment products and lending to small
and medium-sized businesses.

MD Steve Koseff said in addition to
existing business, Allied Trust would now
be involved in trade-related business,
cross-border corporate finance and in
encouraging investment in SA.

“We would like to see the development
of that business, but will take it easy ini-
tially, There will be no staff moves from
Investec to Allied Trust at the moment.”

. Executive director Bas Kardol said the
acquisition would give Investec a foothold
in the UK and was an important base for
participation in the EC.

“Phis acquisition will enable us to gain
competitive ground on foreign banks
which have and are establishing offices
and subsidiaries in SA and will broaden the

N )
\
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Kardol added: “While Allied Tr
?_uffergd In comron with other ba;lfst gr?;
Inancial institutions in the economicallv
ha!'(_i-pressed UK, its low overheads aﬁ}é
ainllty t0 move quickly mean it is better
piaced than its larger competitors to take
advantage of the upturn when it comes.”

Investe:_: Intended to concentrate és
many of its existing international struc-

tures as possible under Allied Trust. The

| SHARON WOOD

range of international services we are able
to offer our clients,” he said.

Kardol said the aquisition would have 1o
material effect on Investec's earnings a
share to March 1993 but was expected 10
have a positive eifect after that.

About 40% of Investec’s profit afier tax-
ation was expected to be earned in foreign
currency. Foreign contribution to earnings
in the year to March 1992 was 30%.

The deal was effective from July 1.

Kardol would be appointed chairman of
Allied Trust and the previous CE of the
overseas bank would be deputy chairman. -
Allan James would continue as MD. Kan-
tor director Ian Kantor and Koseff would
become non-executive board members.

Investec had undertaken to provide
£10m of subordinated debt through its
existing overseas structure, which would
raise the shareholders’ funds of Allied
Trust to £31m.

The risk-adjusted capital-to-asset ratio
of Allied Trust would be about 20% after
the deal, which would allow for further
growth. In time consideration would be
given o raising additional capital.

] 'Te Page 2
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@ From Page 1
credibility would be enhanced because

they were part of a well-capital;
/ -capitalised bank.
Initially, substantial savings would ﬂﬂf;?

from the integration of Reich '
Allied'Trust, Kardol said. mans with

“There are numerous rati isati
ationalisa
benefits that will be derived from Eﬂg

structure and will result in '
! cost s
the elirnation of duplication.” aving and

i
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Amendments may give
| iife industry a boo 34

G
| McGinn said Jast week, o 1.9
McGinn told a financia] ;ﬁa%gg:jmezfnzﬁ '
to level the playing fields in ' i
stemmed from criticism of the tax and other 3
ndustry wag Supposed to enjdy.: -

“Tt is ironic that Proposals to amend the life assurance
industry’s legislative framéwork motivated by discon-
tent among other financial services sector players - wilj
tition.”
ments at an Institute of
ering, McGinn said: “Ip
Ons paid to intermediar-
Association (LOA) agree-
is, and a new Long Term Assurance Act
may revitalise the industry’s outlook ”

He cautioned, however, that the
Schedule was sti]] tentative, whj
Term Assurance Act (LTAA),

duced only in 1994, e
| McGinn said the most welcome effect of the Sixth
Schedule’s abolition was that investment policies would
no longer be tied to life cover.

A new tax deal for life assurers
would also emerge as the Sixth Schedule was replaced
with the proposed “four fund” approach, “In the four fund
approach, policyholders’ funds are held ip g trustee

ity, which implies life offices Pay tax at a more
appropriate rate (32%) on the individual policyholder’s
behalf. So, ici

dvantages

§ ment on produc

le the planned Long

and polieyholders

= W ) L3 Canh et B ol -
Tk i, Wl LoCil TR LB DO MR A L
- R il Shtlalls -l

f

abolition of the Sjxt} |
would probably be intro- |




Investec
By Ssephen cf;.,;;m;@

Investec has bought Allied Trust
Bank from the British banking
group Barclays for R185 million.
Investec chairman Bas Kar-
dol says that Allied Trust will
be an ideal vehicle to introduce
new products into the British
market, .
Allied Trust is a deposit-tak-
ing and lending institution, and
Investec operates in a broader
field which includes unit trusts,

property syndication and man-

agement, .
Mr Kardol says it is the firs
time that a South African bank
has bought a British bank.
Investec will enjoy enhanced
access to international technol-
ogy, capital markets, credit and
trading lines. It has an impor-

tant base for activities in the .

European Community.

u

&v&stec W

provide £10 mil-
lion of subordinated debt, rais-
ing shareholders’ funds to
£31 million.

Mr Kardol believes the acqui-
sition will enable Investec to
gain ground on foreign banks
which are establishing offices In
South Africa, and will broaden
the range of international ser-
vices offered to Investec clients.

Allied Trust specialises in
marketing retail investment
products and lending to small
and medium-size businesses, It
has a staff of 60 who handle
9 000 clients.

“Allied Trust has suffered in
common with other banks in the
economically hard-pressed UK,
but its low overheads and abili-
ty to move quickly means that
it is better-placed than its
larger competitors to take ad-

UK bank for

vantage of an upturn,” Mr Kar-
dol says. ’

After the acquisition Allied
Trust will have a risk-adjusted
capital/asset figure of 20 per-
cent, which should allow for fur-
ther growth. Mr Kardol says
consideration will be given in
t.ir{le to raising additional ecapi-
tal.

Mr Kardol will be chairman
and the previous CE Colin Wa-
kelin becomes deputy chairman.
Allan James continues as MD.

The acquisition is not expect-
ed to have a material effect on
Investec’s earnings per share in
the year to March 1993. There-
after, however, it is expected to
have a positive effect,

About 40
taxed profit will be in foreign
currency, compared with 30 per-
cent now, primarily from Reich-
Manns. ‘

L]

percent of Investec’s -
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. a South African bank
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GAVIN DU VENAGE
and ANDREW KRUMM

HOSKEN Consolidated Invest.
ment (HCI) has laid sound inter-
national and local foundations for
sustained organic growth, says
HCI executive chairman Michge]
Lewis in his chairman’s review
for the year to end-March 1993,
Lewis said moving the group’s non-
SA interests into holding company
Amity Internationale — listed in
Luxembourg in December — wag a
reaction to the €xXpected concen-
tration of economic influence apd
strength in the single European
market,
“This structure wili provide Amity
with access to internationa) equity
Mmarkets and the benefit of funding
future acquisitions ang growth.”
HCI's attributable income ipn-
Creased (o R20,1m from R197mand g
final dividend of 320 was declared for
a total of 48c (45¢)
Hosken Brokers (Hosken’s), the
group’s brokerage arm, which report-
¢t ed a decline in earnings in 1992, was

. -

Hos
Consolidated
Investments §
. Total assets M

returning to profitability as costs had
been contained, Lewis said.

A high point of the group’s year
was the return to profitability of
short-term insurer IGI Insurance,

In spite of severe recessionary con-
ditions that affected the insurers tra-
ditional consumer market, IGI up-
derwriting results made an R18m
turnaround from a2 loss of R9m in
1991, to ap underwriting profit of
R9,5m this year.

Investment holding company Saf-
life had increased its market share

N9 2

and taken fuli advantage of the ip- %

creased limits in suyms assured that
the authorities approved last year,
Lewis added.

Net premiums rose to R39m from
R25m, but fraud of forged and dupli-
cated claims had Plagued the indus-
try as a whole throughout the year.

However, computer and internaj
audit systems had been effective ip
alerting management to the problem.

MD Pau) Cushway said “a strategy
excercise for tough times ahead” had
beep implemented, assessing the
strains Surrcunding premium buysij-
ness growth and management strate-
gies had developed to keep these
strains at a minimum,

Cushway said the excercise would
keep Saflife from falling prey to the
adverse market conditions, and the
various Operating divisions had been
but on a path of secure ang continu-
Ous growth.

It had been Recessary to stream-
line some of the Support services and
introduce economies t0 maintain a
bealthy and profitaple life assurance
operation, Cushway said,
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Dabi shares soar on
plans to sell portfoli

f MERVYN HARRIS

JCI's mining holding group DAB Investmenis (Dabi)
soared 42% or 400c to R13,50 on Friday on news that it
plans to dispose of its entire investment portfolio and
distribute the _EE, its to shareholders by way of a cash

dividend. \.Q \wx\\ 1) 9/ w

Major _E_&nm in the portfolio is nearly 2-million
Consolidated Metallurgical Industries {CMI} shares,
which constitutes about 23% of Dabi’s portfolio. CMI
eased 25c to 875¢ on Friday.

Dabi has smaller holdings in De Beers, Dries, Pala-
min, JCI and JCI group platinum mines Rusplat,
Leplat and PP Rust.

Dabi said ir a cautionary statement to shareholders
that the decision to realise the underlying value of the
portfolio for the benefit of shareholders was made
because of the substantial discount to net asset value
at which Dabi shares consistently traded.

Analysts said the move was unlikely to be followed
by other mining holding groups such as New Wits and
New Cent,

They said Dabi differed from other mining holding
groups as its investments comprised listed holdings
and the portfolio had no mineral rights or unlisted
companies.

This made it easier for Dabi to sell off its holdings
and clear its decks.

Friday mbming’s trade of just over 4 100 shares
worth almost R56 000 changing hands in five deals
means a few investors made about R16 000 profit.

The other big rise on Friday was registered by
embattled Harmony Gold Mine which rebounded
almost 27% or 200¢ to 950c on news that government
might render assistance to save the mine from
closure.

The rise included a foreign purchase of the shares
at 935¢ and came after the price fouched a low of 675¢
earlier last week after falling from a high of R22 in
ﬁmwanm_.w
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IGI makes a

in spite of @m&gﬁa@% ke

IN SPITE of severe recessionary condi-
tions that had an impact on short-ternm
Insurer IGI's traditional consumer mar-
ket, underwriting results made an R18m
turnaround from a loss of R%m in 1991, to
an underwriting profit of R9,5m this year,

chief executive Ima Lewis said inthe com-
pany’s annual report. SX
Premium income incr o during

the year under review, net income rose to
R29m (R23m), which Lewis ascribed to
strong management, aggressive market-
ing and strictly controlled costs.

Group attributable income declined
marginally to R26m (R27m), but the final
dividend was up 13% to 35¢ (31c¢), bringing
the total dividend for the year to 55¢ (48¢c).

The solvency margin was up 12% to 59%
(47%) and, as this exceeded the minimum
requirement of 15%, Lewis said the board
might review its dividend cover policy.

Dividend cover remained three times
the earnings in spite of a loss _.mm___aam

rnaround
market

GAVIN DU VENAGE |

from discontinued operations and losses
incurred by Abacus. Capital employment
exceeded R1lbn for the first time this year.

Investment income dropped from R35m
to R25m hecause of a marked swing from
monthly to annual premium payments, in
large commercial accounts as well as in
individual accounts, where advantage was
taken of this facility.

This trend was experienced throughout
the industry and he expected investment
income to improve next year as the full
effect of monthly premium annualisation
was felt.

He said the overall results should be
seen against a backdrop of more claims in
the crime classes of insurance as a result
of the prevailing socic-economic climate.

Lewis said reductions in interest rates,
and further cuts that could follow as infla-
tion declined, mightwell be the turning
ﬁcE_” in the current low economic cycle.

Club Med recovers from Gulf war downturn

PARIS — Club Mediterranée, the French
resort and tour operator, announced that it
swung to a net profit of Ff20,3m in the first
half of its fiscal year to end-October, from
a loss of Ff87,4m in the year-earlier half.

The result was roughly in line with the
company’s prediction for a profit of Ff21m
in the November-April period.

Club Med published the figures in the
French bulletin of obligatory legal an-
nouncements, known as the Balo.

Club Med noted good attendance at its
European and African resorts, particular-
ly in the Mediterranean basin, crippled last

year during the Gulf conflict. Its Alpine ski
resorts benefited from good snow condi-
tions last winter.

The company, which targeted full-year
profit of Ff240m, remained cautious about
the near-term tourism outlook, noting the
poor economic conditions still prevailing.

Club Med posted a full-year 1990/91 loss
of Ffl7m francs. The group would have
posted a profit of Ff175m if its air charter
operations were excluded. The company’s
exposure in charters has been greatly de-
creased in the past year. — AP-DJ.
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Job scheme for teens

boosts work statistics

WASHINGTON — The unemployment rate dipped
slightly in August to 7,6%, the second consecutive
decline, but the improvement came from a special
summer jobs programme for teenagers, the US gov-
ernment said on Friday.

The rate, which hit an eight-year high of 7,8% in
June before deeclining to 7,7% in July, could well soar
agaip in September with the expiration of the jobs
programme financed by Congress after the Los Ange-
les riots, analysts noted.

Labour department officials estimate 75 000 youths
found jobs =@W. he prog me in July and 100 000
in August. } JN@M Q2.

A separate survey of employers’ payrolls showed

that even with the youth programme, there were
83 000 fewer non-farm jo _qm_.m.:u_.m worst decline

in nine months.

In advance, economists weére looking for a decrease
of arcund 150 000 jobs.

The August decreases were concentrated in retail
trade, down 71 000, and manufacturing, down 122 000
— the steepest in 18 months.

Friday's report was likely to become political fod-
der in the presidengial election race, with President
George Bush focusing on the improvement in the rate
and Democratic nominee Bill Clinton focusing on the
second drop in payrolls in three mionths.

Payrolis had risen 177 000 in July and fallen 76 000
in June.

Bush’s re-election effort has been plagued by voter
dissatisfaction with the virtually stagnant economy.
Although GDP has been growing slowly for five con-
secutive quarters, the unemployment rate has contin-
ued to rise in most months.

The problem, according to economists, is that the
torpid economy, although growing, is not generating
enough jobs to accommodate new entrants into the
labour force.

And many layoffs are now being considered perma-
nent staff reductions, rather than temporary re-
sponses to slow sales. — Sapa-AP.

P R T L | I

‘BUSINESS DAY, Monday, Septamber 7 1992 7

MONEY MARKETS

by H

ilary Gush

mroﬁmmo comes as

/07"
unpleasant

MARKET liquidity fell sharply towards
the end of last week as the shortage dou-
bled to RS3,176bn on Thursday from
R1,588bn on Tuesday.

Having expected a relatively easy
month-end — unusual for August — as
interest payments on government stock
pared tax outflows to the Receiver, market
players were unpleasantly surprised to see
the shortage rise so dramatically on Thurs-
day. While not exactly welcoming the high-
er shortage, dealers were not too con-
cerned that liquidity would evaporate.

The markedly higher shortage was attri-
buted to tax payments flowing out of the
systemn, forex payments — the nature of
which is a mystery to many — and Reserve
Bank gilts sales.

Nedfin's latest analysis of bank instal-
ment-credit business confirms beliefs that
the shortage will not rocket in the year and
demand for credit will remain poor. Ned-
fin’s research suggests that a mid-year
surge in business fizzled out quickly and
that credit stagnation is setting in.

In the second quarter total credit busi-
ness written by commercial banks — as
measured by DI 900 returns — grew by a
nominal R395m fo R32,7bn, up from
R32,3bn in the first quarter. This repre-
sents a 12,8% growth in total receivables in
the year to June, compared to the 144%
increase measured in the year to Decem-
ber 1991.

111 &, m <sx )

Most of the second quarter rise was
ascribed to the spurt in business after the
authorities’ first quarter announcement
that hire purchase payment periods could
be extended from 48 to 54 months. Nedfin
claims that the announcement came too
late to have much effect on first quarter
figures,“but helped boost business for a
few weeks on the run-in to mid-year”.

Other than having recorded a higher
shortage, activity on the money market
was subdued last week. The 90-day liquid
BA remained steady in a 124% to 12,6%
trading range all week, and 12-month
NCDs continued to trade at around 11,45%.
Finance Minister Derek Keys’s Thursday
address did little to alter dull market senti-
ment. Similarly the release of July’s con-
sumer inflation figure, at 14,6% year-on-
year, had limited effect on rates in the
money market.

Towards the weekend calm returned to
the capital market after wild swings in
gilts rates at mid-week. Both big buyers
and sellers in the market saw volume
heighten to 6,7-billion on Wednesday from
2 5-billion at the beginning of the week.

Near the close on Friday the yield on
Eskom’s bellwether bond was down on the
week at 14,16% from Monday’s 14,26%. In
line with this, the yield on government
R150 stock was 10 points down at 14,25%
from a previous 14,35%.

The bull trend is expected to last as
equities continue to perform poorly.
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(Campaign to lau
|loan centres in

F] THE Perm and the SA National Civies , WILSON ZWANE
Organisation (Sanco) would embark on a . :

. : : housing crisis, with the recently launched

f{'?al;‘:p i;i?f;ﬂnﬁlﬁfﬁa l;hﬁlﬁ;uﬁﬁp EEE: national housing forum's working comm;t-

’/) ownership easier for low-income families, tees identifying issues for discussions.

: , : The six committees of the national hous-
Eha; ﬁegﬁzﬁﬁem Moses Mayekiso said at ing forum, launched inJ ohannesburg last

The Perm and Sanco have already Week, have been entrusted with discussing +

| reached a Provisional agreement on com-
X | munity-oriented banking.

5| The dgreement provides for, ammlg oth-
er things, the establishment of home Joan , .
centres in the townships “to make bond cnmmlﬁtee vice-chairman Khehla = Shu-
| application and consym er education much Pane. the committees finalised their terms

Se s of reference last week,
more accessible”. .f)m r'l ‘?\ é\ L “The co-ordinators of these committees

Mayekiso said the cenires would'gréatly . .- meet this week to exchange informa.
| benefit 'tuwnshlp residents, who could not tion,” Shubane said

pay their bonds because of unemployment. He also disclosed that the committee on
| Should a resident be unable to pay his bong, hostels, which began its work long before |,
his house would be taken over by the cen- the forum was launched, would meet gov-

tre, which would service the bond. crnment soon to ascertain whether its pro-
e The affected resident would pay rental posals were being implemented.
s | to the centre unti] he Was once again able The committee has proposed, among
e- [ to carry the burden of repayments, at gther things, that government shonid give
n | Which time the house would be restored to hostel dwellers the same housing assist-
him. The arrangement would ensure that apee it gave to other “ecnnumically disad-
g | there were no arrears op housing bonds. vantaged communitjes” r
e In another development, the Association The nationaj housing forum consists of ||
e } of Mortgage Lenders (AML) and Sanco 16 organisations, including the ANC, the |,
- | appointed two working committees at a PAC, Inkatha, Azapo, Saccola, develop- |,
|- | meeting at the weekend to look into issues ment agencies, financiz) Institutions and
o | of dispute and give their negotiations €W civic organisations,

According to the forum’s co-ordinating

| direction. Government is not g member of the ]
e Meanwhile, work has begun in earnest forum byt Housing Minister Leon Wessels
:n | on developing Strategies to alleviate the has welcomed its Jaunch. *
d 7T mbly prom e e AT T AT T T e o Teereeoavage | S

r DATHCULa -
UITE NACTTYATA A rTA s ‘ Furthe




T2

0
NON-instltutin-nai prop developers,
who do not have the resources to carry
vacancies, are being squeezed oyt of the
retail market due to oversupply and high
development costs.

Ins&itutiq,r}idominate‘retail pro

increasingly difficult to find,

Funding for such develngments was also

Ity

PETER GALLI

than 20 000m? provided more than 2,2-
million m? of Space countrywide.

More than 250 000m:? of retail space in
Dew and existing centres wag expected to
become available by next October.,

Developers claimed that while there
might be tog many large shopping centres
in SA, opportunities existed for smaller
centres in residential areas with few facili-
ties and growing populations.

While Iatest statistics vary as to exactly
how many centres are owned by the major
institutions and pension funds, Liberty Life
and the Eskom Pension Fund each own
three of the 12 largest centres, with Main-
pro controlling two and Amaprop, Old Muy-
tual, Sanlam and 1 number of other pen-
sion funds one each.

—
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By. Derek Tommey ( Sg}

Commercial banks have re-
sponded to the appeal by
Minister of Finance Derek
Keys for a reduction in the
rate of interest they charge
small borrowers with a
marked lack of enthusiasm.

!  The problem, it appears, is
that after having absorbed hun-
dreds of millions of rands of bad
debts in the past two years, they
are in no mood to lend to the
small borrower at any rate of
interest — high or low.

Mr Keys last Thursday en-
dorsed the Reserve Bank’s poli-
cy of maintaining positive real
interest rates by keeping them
| above the rate of inflation.

But he pointed out that there
was a considerable gap between
Bank rate of 15 percent and the
actual rates banking institu-
tions charged their customers.

The gap was not fixed by reg-
ulation, and ought to be narrow-
Ing as a result of competition

among banks.

He admitted that the heavy
incidence of bad debts had been
a restraining influence, as had
the banks' desire to augment
their resources to comply with
higher capital adequacy re-
quirements.

But Mr keys said: “I trust
that as these restraints become
less important, we can look
forward to greater lending rate
competition in the banking in-
dustry, to the benefit of the
economy in general and to
small and medium-sized busin-
esses in particular.”

Mr Keys’ words highlight a
sore point with many people.

As any pensioner having to
live on his savings can verify,
the rate of interest on deposits
has dropped sharply in recent
months.

As a result, many pensioners
count themselves lucky to be
getting 13 percent on their sav-
ings,

On the other side of the coin,
small businessmen can find
themselves paying double or

draft rates

5’ :
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even more than this rate of in-
terest on their bank loans, and
80 can private individuals on
their overdrafts.

However, bankers deny they
have not cut their lending rates
in line with the drop in deposit
rates.

Top-class large firms are
now able to borrow at several
percentage points below the
banks’ prime rate of 18,25 per-
cent, says a banker.

Prine rate in Europe is still
the minimum lending rate for a
bank’s best customers, but this
1s no longer the case in South
Africa.

The corporate market is ex-
tremely competitive and some
borrowers could be getting
money at just over 12 percent, a
banker said at the weekend.

Medium-size companies with
good credit ratings were proba-
bly paying around prime for
their money, the banker said.
But as prime is reduced, so too
will the rate they are charged.

However, borrowers with
weak balance sheets — and a

great many small businesses
and individuals fall into this
category — must expect to pay
for the greater risk factor in
lending to them.

And so the rate of interest
they are charged could go as
high as 28 percent — the maxi-
mum permitted by the Usury
Act.

Reserve Bank figures show
that the rate of interest com-
mercial banks charge on over-
drafts are fairly “sticky”, and
remain virtually unchamged,
even though other rates may
change.

Prime was reduced by 1,75
percent in the 13 months to
March. But the predominant
overdraft rate fell only 0,5 per-
cent in this period from 24 per-
cent to 23,5 percent, the Re-
serve Bank reports.

Mr Keys’ call is likely to go
unheeded.

The banks want better and
healthier balance sheets before
they are prepared to give small
borrowers lower rates — and
this could be some time away.

——



Low-cost housing |

scheme in pipelin
& II%H 3"/7/%.&1;:2%
PRETORIA — A Natio Ty |

Finance Corporation, which would free bil-
lions for low-cost housing, could be imple-
mented soon, even before an interim gov-
ernment, Development Bank of SA
Johan Kruger said yesterday. 4
Kruger said in an interview that the
housing super-bank was one of the interim
measures which, if accepted by all parties,
could be implemented soon to lay the foun- |
dation for a new national housing policy.
The proposal for rationalised financing |
of low-cost housing has been endorsed by
financial institutions canvassed, but still
has to be negotiated with other groups,
including the National Housing Forum.
Financial institutions are keen to play a
role in the provision of low-cost housing
although they are reluctant to become in-
volved in the administration of the system.
Kruger, who spoke earlier during the
presentation of the De Loor report on a
national housing policy, would not give |
details of proposed equity, but it is under-
stood that it will be in the region of billions |
of rands. The bank would enjoy state guar-
antees and have a gearing ratio signifi-
cantly higher than commercial banks’.
The De Loor report, which proposes one-
off capital grants as its key strategy, sug-
gested the creation of a National Housing
Finance Corporation, similar to the Devel-
opment Bank. The report will be accepted
as government policy only after comments
from all parties.




LONDON — FNB's R400m takeover of
small UK merchant bank Henry Ans-
bacher was “In he sources
said yesterdav j

| o commeat was avallab e rn Ans-
b N\m:-r its ajvisers, but it Is understood
’ P is paying cash and has already

.. acessary financial rands.

<hare price has risen by
since the announcement

FNB has takeover of UK bank ‘in the bag’é

) JOHN CAVILL

of negotiations with FNB, capitalising th&
company at just under &58m.

An FNB spokesman said in Johannes:™
burg last night that the deal was “a lnng
way down the track’.

However, he .declined to comment on -
speculation that the bank would be paymg
cash for the acquisition.
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AN UNIDENTIFIED offshor jor( yesterday ac-
quired a 13,7% . prima Property Trust foi’’
R11,46m as 18,2-million shares changed hands at 63c a
special pargain deal. -

' Ockeri Goosen gaid the: '’

id by 2 consortium ©
ir rights under the rights 185

_million shares Were then o
ion of two NeEw properties. All

the foreigh institution were

had been he
exercised the

about 44,37
raise 27,9m for the acquisit

of the shares bought by
“rights offer” shares, he said.

“prima Bank, which holds about 3% Of the trust’s
ghares as well as a majo t in its management
company, only sold a small a ount of shares 10 make up
the package,“ he said. 6’.0%", 7 ‘?77 pA -
ghare had an earnings yield of 16.34% and as!
d

At 63c the
dividend yield of 16,26%.
The share hit a s4c low on January 31 from an Qctober?
4 the broadening oft.

1991 high of 70c @ share. Goosen sal

the shareholding was a good thing as the share had;
previnualy been heavily held by a Cape Town institution.r

1d Mutual 18 reported as the largest shareholder with a7,
y

.

0
16% holding.
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- Concern over,

WIDE bank interest margins should
be looked at in the light of the strin-
gent capital adequacy requirements
in the SA banking sector, bank
spokesmen said yesterday.

Banks needed quite high profit es-
calation with returns on equity of
92% to sustain capital growth in the
inflationary environment, one lead-
ing banker said.

He added not many banks were
meeting these returns on equity and

could struggle to meet the capital
requirements in 1995.

Absa’s return on equity is 20,8%,
FNB's is 20,4%, Standard Bank’s is
142% and Nedcor Bank’s 16,1%.

Banks are presently profiting
from high interest margins of about
5% because overdraft rates have not
been reduced by the same amount as
deposit rates.

A reason for the high overdraft
rates was the extremely low demand
for credit at present, one banker

Frony Tas s ey FPe Nl i

said.

Finance Minister Derek
last week competition in the indusiry
could be expected to lead to a nar-
rowing of bank interest margins at a
time like this.

However, FNB senior GM Viv
Bartlett said overdraft rates would
not come down before an official cut
in the Bank rate.

Reduction

Bartlett was confident Reserve
Bank interest rates would come
down before the end of the year, and
added banks had already twice pre-
empted a Bank rate cut by bringing
down home loan rates, providing
help where it was most needed.

He said the corporate sector’s
utilisation of overdrafts was very
low at present and a reduction in
overdraft rates would not make a

™ 1 & FUpac" T AT L]

bank interest margins

difference to this demand.

Bad debts were inordinately high,
as clients adjusted to high real inter-
est rates.

The level of bad debts has been
used as a reason for high interest
margins in the sector.

A banking analyst agreed the
banks' statutory capital require-
ments were very strict.

But he added the banks were al-:
ready meeting capital requirements

and had been ingenious in raising
capital through revaluing equity,
shareholdings and property.

They were also distributing cap-
ital from holding companies, which
were not deposit-taking institutions,
down to the banks.

Profit growth in the banking sec-
tor during the next upswing would
not be as high as during the economic
revival in 1987/88, when assets
soared by 30%. He said assets would
grow in a range of between 15% and
25%, and margins would tighten.
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AN EXASPERATED dealer once', himself bacK aboard. The oceasion of. . ~——
grumbled Euﬂ:%w tightly clenched *- Reggie’s latest finrand ducking was - K SIMON WILLSO

-

ing screen. He bailed out of  reluctant to hold short positions be- g

: _ ) : : . his position, taking a knock that” " cause of the Reserve Bank’s an-
| teeth that to trade the financial rand ' last week’s meeting of .the ANC™ _ : ] . . .
was™ to go white-water. rafting: * national’ executive mnnEEm.nmm on Fa % in London : ncc_%vmﬂm been a lot harder. ”Mﬂuwﬁ_wnmmzwh%wwmﬂm_ _._.__ﬂﬁmm_,.,m_mm ww_m m
j through the foreign exchange mar-.: whether to re-enter- constitutional. But the disagreeable combination H.mnu.._ﬂma._m lon cmmmcsmﬁc avoid
ket's most treacherous rapids. Lon- ¢ negotiations with government. - .. *7 of extra dangers in finrand trading  pv erils that dum ed Reggie in the
don’s foolhardy finrand raft riders . mqpa lead-up to the' meeting had- . * Suddenly, everything that could go - had, yet again, given a trader some n&uﬂ . mp EEiC #

have been at it again over the past peep conspjcuously optimistie, Reg- .. wrong did %a wrong. Against ex- grief he could have done without.

few days, and may’ be losing the " 4ig had been running a small long po- . pectations, the ANC decided against The unit’s image as a haphazard ex- The regula I ' ]

sense of adventure and-the amuse-. .mmmcn for a couple of weeks in .m%».mm. & rejoining constitutional negotiations. - otic had been further reinforced. rand’s qmmnmmﬁn_.mﬁ _mwﬁmﬁmw ﬁm :wmu .
ment at pain that sets them apart pation of some better political news Reggie, R3m long in a currency that year ago, City traders were reg-  DAarTow its discount to the commer- -
from the rest of the market. - + emerging. He had bought R3m in fin- ' % :was tumbling, frantically tried to cut _ulariy _.EEEW RI10m-R15m financial ©  cial rand, shown in the second chart. -

~ The normal hazards of foreign €x- .- yands’in anticination of being able to . his position. But the finrand market’s

change trading appear not to be™! gef them at a gher price, and gov-"** first two extra obstacles immediate- -

. : . . . h : : . . market’'s liguidity and making th the Bank’s goal as it sets about re-
enough “for finrand dealers. The orpment’s discernible confidence. -{ly blocked his way: players in the fin- unit more %mnmmw_m. But, as ﬁw_mm Emm ducing the overall supply of finrands

capricious data, cut-throat com t-  _that Codesa was about to get backon ¥ rand’s thin and incestuous London :- - -»by buying them in the market, Gov-
tion and fickle central banks tha ﬂm@wﬂ#mow gave him every reason to hold - ~Inarket were all positioned the same Mﬂmmﬂﬁhwwwmmqwﬁﬁ mﬂﬁﬂﬂw mhhwm%ﬁ” mwnaaw sz_mj Stals told the wmmnhm.
features of :conventional “currency’s™ o to his position, or even to double._ ‘- way — long, and expecting positive  yourabie and the finrand was gener-  AGM last month that the Bank’s net

rand positions, helping to boost the And yet a narrower discount must be

-
o

2ol -"'"h-.“_. ,,__J."-"j:"'-' - &

a M..Mm“”m _umnmrm“mw_ﬂ Mﬂw_ua_wmﬁmmmﬁm mwm .ﬂ..w...uww.. It i3 just as well he vn_m _.u,mn,_.,r i " *_.Htmﬂm. So no bids. : . ally strengthening. Now, dealersare  finrand purchases amounted to

] “ehroni¢ illiquidity, an ' incestuous i TR T T ‘..H Mmmn mcﬁ:. Reggie was to ﬂmz the memmmawﬁmwammwﬂwmuhcﬂ%ﬂ M%MM%M_W

‘| market and bizarre regulations. = = [T S v b ey o, > vonannesburg market to look for a.; — ‘ :

}.~ These additional nmumma help-to ,,.mamw% m_nsmy&mﬁﬁﬁmmwwm.w. bid. But he was thwarted by the third | % '.Not much narrower mgnm%_.._. though, that the Bank may
Lxplain why London dealing rooms . wﬁﬁ%ﬁmﬁﬂmﬂ%@r dollarse 2yE| - of the-finrand market’s special haz- . |3 Financial rand discount /b nmﬂm. cﬂmummﬁEm_wmn its ability to un-

.| categorise the finrand rather igno- [38pi< R Wmﬁ% " rards, its bizarre regulations. SA v e et y erpin the unit, since m_m finrand had
miniously among the “exotic” cur-. ‘ , V701 banks are not allowed to hold over- |28 [, 7" remained weak over the period. ; _
rencies — with the Gambian dalasi, | JINE &m_:._ finrand positions. The ANC de- - | _ For Reggie and his coun terparts in

't ¢ision was announced when Johan- 22
nesburg dealers were squaring off, |
S0 1o players in the SA market could f1a
deal. Still no bids.
Ndlwe - Just as Reggie was wondering |
=t x whether the drop from nearby
4l *~ Tower Bridge would be long enough ; , \
{ = to do the trick, he gave a Ownw. broker = mw R gp Lk vt e Ing so. But there are other exotics to
- one last call and found, to his relief, " - | bl la e 18e . deal. Traders are getting tired of be-
‘that a bid he could live with cameon LS OQND J FMAMS 4 A S ing tossed off the raft. -

LETTERS —m™— ™ ™ ™ ——m—m—™—™—— ™ ™ oo

. the Macao pataca and the Vietnam- ol
,mmm-nonmu,mmn__ﬁmm&mmﬁmamnﬁw.mu.

. | necessary to please the;odd, client . |
f but more a@mnﬂqc&mn. R nm m: o,

Reggie-trades exotics for a major ™=
« | UK commereial bank in one of Lon- -
M& don’s -biggest currency’ dealing *
g

. the London market, the finrand re-
mains a conundrum. Disillusioned, -
for the time being, about the mar-

« <~ ket’s illiquidity and cramped by ‘its
restrictions, City dealers look set to
keep their positions small — aggra-
vating the market’s problems by do-~.
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“*hyooms. He fell off the finrand raft.
¢ | again-last week, but.clupg onto the
proverbial trailing rope and hauled _ |
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G — The Reserve Bank
nk rate from 17% to 15%
declining trend in the
Public Enterprises Minister
dicted yesterday.

g the National
here, did not

JOHANNESBUR
could lower the ba
as a result of
inflation rate,
Dr Dawie de Villiers pre

Dr De Villiers, addressin
ansvaal congress
he thought this would happen.
hat the inflation
in December if
food prices could be
curbed, which would give the country an
inflation rate of 14,4% for 1992,

Party's Tr
say when

However, he predicted t
rate could decl
the inc¢rease

ine to 12%

1t was expected that the inflation rate
would continue to decline in 1993 and an
average rate of 12,8% was predicted for

pext year. |

“As a resvﬂlt of the declining trend in the
inflation rate, a more stable domestic
monetary situation and a more liberal lig-
uidity position will be experienced in the
money markets.

«The Reserve Bank could therefore

lower the bank rate by iwo percentage
points from 17% to 15% in collaboration

with the trend in market interest rates.

This tendency should continue,”’ said Dr
De Villiers.

The minister said that in spite of the
difficulties being experienced by the
economy there were a number of positive
developments.

These included indications of more
modest salary adjustments this year —
lower than the inflation rate — and the
turning of the Producer Price Index froma
high of 15,2% in 1983 to an average of less

than 10% in recent months,
® Trade surplus resumes rise — Page 5




Smaller banks
aoain fare po
& . >

in glﬁk rating

l SHARON WOOD rd’c' h [
SMALL trading banks again score low
marks on Republic Ratings’ risk scales in
the credit rating agency’s latest informal
risk assessments.

The assessments are conducted on banks
which have not requested formal ratings
or have not yet been rated. Ratings range
between four, which reflects a vulnerabil-
ity to risk, and 12, which indicates the bank
is ex{remely strong, The agency provided
f a two-tier risk assessment, one on a “stand-
alone” basis and the other on the likelihood
of parent support.

Societé Generalé, Prima Bank, African
Bank and Mercantile Bank were at the
hottom of the scale with ratings of four on
a stand-alone basis. However, when taking
into account parent support, Societé Gen-
eralé was relatively highly rated at nine.
Standard Bank and Nedcor Bank were ai
the top of the scale, each with 12

Prima Bank’s low rating was due to
concerns about the quality of the merchant
bank’s asset book. And as one of the small-
est banks in the country it was at a signifi-
cant disadvantage in its lending activities.

Enhanced

Republic Ratings spokesman Dave King
said Prima attracted the majority of its
| funding from the volatile wholesale mar-
ket. It was thus exposed to this market and
| to the implications of the larger corporates

“pulling in their lines”.
| However, Prima had doubled its profits
during 1991 and increased them by 25%
this year and the capital base had bheen
significantly enhanced by the recent issue
! of Rbm secondary capital, pushing its risk-
i weighted capital adequacy up to 8,4%.
|  Concerns about African Bank’s capital
base led to its low rating. King said it
needed to be augmented to meet the re-
| quirements 0of the Deposit-Taking Institu-
tions Act.

Sechold group subsidiaries, Secfin, Secu-
rities Investment, National Discount
House and District Securities Bank, all
received a rating of five. Very large trad-
ing exposures in relation to the banks’
capital bases was cited as the main reason
behind the group’s vulnerability to risk.

Absa’s recent acquisition of R50m con-
vertible debentures in Sechold would prob-
ably be channelled down into its four oper-
ating banks and thus have a favourable
impact on their capital adequacy.




Bad debt ger -offs ‘to
cut Bankor asset base’

A R500m set-off of Bankorp’s bad debts
would reduce the Absa Bank’s asset base
by the same amount from R84,4bn at the
time of the merger, finance group execu-
tive Alwyn Noeth said yesterday.

He added Bankorp had continued to ac-
cumulate provisions for debts that had
gone bad and these would now be set off.

He stressed growth in the group’s ad-
vances would reduce the impact of the
“write-offs” on the asset base and they
would have no effect on the capital base or
profitability. These write-offs and account-
ing misallocations would bring the group’s
specific bad debt provisions to a down-
wardly revised R1,8bn at the end of June
and R1,9bn in July. Reserve Bank returns
for June and July incorrectly showed spe-
cific provisions to be R3,8bn in June and
Rdbn for July.

Noeth said the published specific provi-
sions on DIS(0-returns, the monthly state-
ment of assets and liabilities, were incor-
rect because, in addition to the bad debt
set-offs, there had been a misallocation of

e ———— .
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SHARON WOOD

creditors and interest in suspense of about
R1,5bn. The mistake had occurred when
the accounts of Bankorp and Absa had
been consolidated. The revised returns had
been sent to the Bank yesterday, he said.

Dafficult

An analyst said R1.8bn was a big provi-
sion, which meant the group was very well
provided for its bad debts, “They are spe-
cific provisions which means they need
them,” he added. Standard Bank had spe-
cific provisions of R329.4m, FNB had
R503,2m and Nedcor Bank had R306m at
the latest respective year ends.

Noeth agreed they were large provisions
but added they had been built over time,

While it was difficult to predict the size
of provisions, Noeth was confident the cur-
rent year-charge for bad debts would not
increase materially from current levels
and would probably be slightly lower than
that of last year. —




runs out of cash: 4 S
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By Lulamg Luti

ABOUT 87 famj lics stand to lose thejy homes in
Zamdela neay Sasolburg as 3 result of 2 clamp-

down by the United Building Society on bond
defaulters,

about 75 percent of the strikers.

Since 1988, bond fepayments on the houses
were paid by the South African Chemical Work-
ers Union (Sacwu) out of funds Securcd from the
Intemationa] Confederation of Free Trade Up.
10ns (ICFTU).

longer had money.

About 10 familjes Were evicted from theijr
homes on Monday this week by the local sheriff
“without prior notjce’ ",

Angry Zamdela residents told Sowezar that
they might consider a bond boycott in solidarity
with the evicted families.

UBS spokesman My Gavin Webster said only

on numerous 0Ccassions, invited bondholders o
come forward 1o discyss their problems.

Tn. fSnecinlly fellow blacks. AZEID[I..__
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Funs out of cash: g

By Lulama Luti

ABOUT 87 families stand to ] ose therr homes 1n
Zamdela near Sasolburg as a result of a clamp-
down by the United Building Society on bong
defaulters. :

The 87 are part of about 1 300 who were
dismissed by Sasol in 1987 following a strike
over wages. The company later re-employed
about 75 percent of the strikers,

Since 1988, bond repayments on the honses
were paid by the South A frican Chemica] Work-
ers Union (Sacwu) out of f unds secured from the

' International Confederation of Free Trade Un-
tons (ICFTU).

However, payments were stepped in 1990
alter the ICFTU informed Sacwu that it no

. longer had money.

About 10 families were cvicted trom their
homes on Monday this week by the local sheriff

| “without prior notice”’.

Angry Zamdela residents told Sowetan that
they might consider a bond boycott in solidarity
with the evicted families.

UBS spokesman Mr Gavin Webster said only
39 bondholders were involved and that six
houses had already been repossessed and sold by
the bank. He said members of the Zamde]a
Bondholders Comm;j lice, representing the af-
fected families, had failed to adhere 1o agree-
ments reached since 1988 and that the Ie-posses-
sions could have been avoided as the bank had,
O umerous occassions, invited bondholders o
come forward to discuss their problems.
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INSURANCE Fw 11[§/9 2
Dusting the furniiur@

By forming its own insurance arm, Prefhoid
— holding company for several large trading
chains — seems to have taken the lead in
ending what has been perceived as a harmful
business practice. Effectively, it is self-regu-
lating the practice of inducing low-income
customers to insure their purchases transact-
ed through hire purchase (HP).

In one sense, Prefhold is shooting itself in
the foot. It will now earn only the standard
commussions, maximum 20%, on the insur-
ance of consumer durables sold in its chains,
which works out at considerably less than the
industry practice of adding insurance costs
to the principal debt. This can add up to 7%
in finance charges, possibly contravenes the
usury laws, and effectively means that trad-
ers are self-insuring against losses.

But Prefhold stands to gain in image, as a
consumers’ champion. While it stands alone
In this selected marketplace it can, of course,
decide its own rating pattern, creating un-
derwriting profits, while still sending the
20% commission down to the outlets,

An msurance licence has been granted to

Prefsure, capitalised at R10m. By going this
route, the group brings its insurance activi-
ties squarely under the spotlight of the
Financial Services Board {FSB).

If Prefsure holds rates at a reasonable
level it will buy customer goodwill without
any material loss of income and earn points
at the FSB. If it sees itself, on the other hand,
as having an open pen to write rates for its

ECONOMY & FINANCE

customers, it will invite competition from
existing non-life insurers.

“Whatever happens,” says an insurer,
“Prefsure’s suggestion that it will remove
R100m of premiums from the market is
nonsense. It is effectively rewriting existing
business in a different form and, if that
business becomes attractive, other insurers
will compete.”

The insurance of HP transactions has
always been controversial. There have been
complaints that the rates built into monthly
payments are outside the Usury Act. Regu-
lators in Pretoria have been watching the
system but accept that the furniture trade
industry has special problems. A typical
transaction with a capital value of R1 000 is
of no interest to a regular insurer and this has
forced traders to offer their own forms of
Insurance, probably illegally.

In some cases, the traders pass the insur-
ance to registered underwriting companies,
sometimes with a kick-back of commissions.
In others, transactions have not been under-
written at all — a clear contravention of the
Insurance Act. To be sure of covering their
potential losses, some traders included “in-
surance rates” of 5% and more. Even allow-
ing that HP sales to consumers with low
credit ratings comprise a high-risk aspect of
Insurance, this rate appears abnormally
high. A leading insurer this week hinted that
it would watch Prefsure’s operation and, if
the risks seemed acceptable, could come in
with a rate as low as 2%.

That seems doubtful. The logistics of col-
lecting insurance dues separately from HP
instalments pose problems and must raise
costs. The HP customer has an undisputed
right to shop around for rates but, in reality,
will end up in the same store where he made
the purchase. Only if trader insurance be-
comes outrageous is there likely to be con-
Sumer awareness and reaction. =
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GDM FINANCE (&«
Inte the bhig league

Activities: Trade finance.

Control: Goode Durrant Plc: 49%.
Chairman: M Waring: MD: J Cowper.
Capital structure: 25,6m ords. Market capital-
isation: R56m.

Share market: Price: 220c. Yields. 7. 1% on
dividend; 17,3% on earnings; p:e ratio, 5,8:
cover, 2,5. 12-month High, 300c¢; fow. 200c.
frading volume last quarter, 85 700 shares.

Year to April 30 e W ‘N ‘92
Bills raceivable {Rm) 21,9 102,00 1124 1246
Pre-tax profit (Rm} . 8,1 98 12.0 11,5

Attributable prof (Rm) 5.6 7,6 8.6 9,7
Gross assets (Rm) . 1004 127,9 1498 1699

Earnings (¢} ..... ..... 21,3 293 33,7 38,0
Dividends {c} ........ 85 12,0 135 15,5
Net worth {c) ........ 79,4 96,9 109,1 1300

This company was founded 40 years ago,
with shareholders’ funds of R50 000. By the
end of GDM Finance’s last financial year
(April), 1ts managers had increased share-
holders’ funds to R34m and gross assets
stood at R170m.

Pre-tax profit for 1992 decreased margin-
ally to R11,5m largely because of the need,
says chairman Michael Waring, *to provide
for bad debts incurred during the year.”
That setback didn’t flow through to the bot-
tom line: EPS for the year rose 12,8%, and
the dividend was increased nearly 15%.

The company’s business is essentially that
of providing trade financing; it acts as a
confirming house and, through its subsidiary
African Shipping, provides clearing and for-
warding services. Waring says 1992 was
characterised by falling consumer confi-
dence and a deepening recession, so the per-
formance reflects unusually tight control,
particularly in the areas of overheads and
credit management.

If anything, 1993 will be more of the same.
Group financial director Clarry Berlin says
GDM’s clients are going through a very
difficult period. He’s reluctant to be drawn
on prospects: “Given the political and eco-
nomic mess we're in, it’s almost impossible to

make a decent forecast.” Nevertheless, he
says he’s “confident GDM will produce good
results.”

One of the keys to the group’s business i1s
African Shipping, the clearing and forward-
ing operation in which GDM holds a 64%
interest. Last year, the company reported a
very significant rise in its after-tax profit, to
R2.,4m, and its range is being expanded for

GDM Finance
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GDM MD John Cowper ... anorher
satisfactory performance

1993 by the acquisition from April 1 of the
SA business of R H Freight Services, a sub-
sidiary of a large UK group. }

The result will be that African Shipping’s
total turnover should rise to about R200m;
that lifts the company into the big league u;'
the industry.

_ The other pillar of the group’s business fs
Its conservative approach. GDM’s risk is
spread across a number of businesses operat-
Ing in unrelated fields. No single client rep-
resents mere than 7% of total receivables
and no one business sector accounts for mnré
lthan :: quarter of total turnover. The four
argest sectors are: clothing an '
(25%); household and cﬂﬁsumgr t?;l::
(21%);_ computer supplies and consumer el-
ectronics (13%); and engineering and light
machinery (10%).

The company incorporates the former be-
lea'guered Repfin group which GDM ac.
quired in 199],

Berlin says Repfin has been integrated
entirely into GDM’s operations and has by

now turned into a successful and profitable
Investment.

The company is tradingona p:eof 5,7 ina
sector dominated by the big banks. In the
light of its resuits it deserves rather better
treatment than it’s getting from the market.
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ed an 18,8% increase in earnings to
R6,2m for the year to June 1992 in
spite of a tough residential proper-

ty market.
Dividends a share in 1992 were
maintained at 1991 levels — a

steady 7,5¢ for both years.

The company said today the im-
proved 1992 results, with more
than doubled turnover last year,
were fast returning Ilco to pre-
1990 profitability after the 70%
drop in profits in 1990,

Turnover, which was not dis-

closed, rose 23% (1991: 215%) in
spite of adverse economic condi-
tions and high interest rates ham-
pering consumer spending.
Operating income increased to
Ril.6m from R9,3m in 1991.
However, the company’s inter-
est bill was higher at R5,4m from
R4m last year as interest bearing
liabilities grew substantially.
Financial director Warwick
Lombard said it was difficult to
predict future results, but Ilco was

llco riding hig%@r% tough market
DEVELOPER Ilco Homes report- P P e s et 0

well placed to take advantage of
any real drop in interest rates.

“Should interest rates drop to
more acceptable levels, current
sales volumes would probhably in-
crease substantially.

“Numerous projects have been
planned and these developments
appear very promising in the long

term.
“However, the company is reli-

ant on the co-operation of local
authorities to curtail delays in ob-
taining approval for these con-
tracts,” Lombargd said.

T —



nvesTec ™M 1(q{72-
Sterling leap, -

Morket specalation has finally been quelled
with lnvestec’s announcement of its R185m
acquisition of a London-based commercial
bank It is to acquire Allied Trust Bank
(ATB) from Barclays Bank Plc. About 40%
of Investec’s after-tax profit will then be
earned in foreign currency.

MD Stephen Koseff says the deal will be
financed from SA, through the finrand, with
an announcement of further details coming
in due course. Koseff says Reserve Bank
approval has been given. Analysts reckon a
rights issue is unlikely, as Investec’s balance
sheet is sufficiently strong.

The market had speculated Investec was
looking to buy a corporate finance business
rather than ATB, a London-based commer-
cial bank specialising in marketing retail
investment products and lending to small

and medium-sized businesses.
Apart from the £25m purchase price, In-

vestec will provide £10m of subordinated
debt to ATB, raising ATB’s sharcholders’
funds to £31m and taking its risk-adjusted
capital:asset ratio to about 20%, allowing for
further growth. Investec chairman Bas Kar-
dol reckons the acquisition will enable Inves-
tec to gain competitive ground on foreign
banks which have established offices and
subsidiaries in SA. It will also give ATB
access to southern African markets.

The acquisition will have no material ef-
fect on Investec’s 1993 EPS, but is expected
to contribute positively thereafter. Kardol
will be appointed chairman of ATB while
Colin Wakelin, its previous CE, will be ap-
pointed deputy chairman. Wiliam Gilfillan

%
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HE country

three largest in-

surance com-

panies have
raised the lid on their
assets to disclose com-
bined wealth of
R307 billion — more
than three times the
Rgﬁ,q billion the Govern-
ment’plans to spend this
year,

Liberty Life claims to
have eclipsed Old Mutu-
al and taken the Nol
spot.

Leased

Old Mutual, until now
considered the giant of
the insurance industry,
disclosed total assets of
R85 billion last week,
jumping a staggering
R14 billion in a year.

Sanlam is estimated
to be worth about
R60 billion, though its
value could be higher as
it has bought commer-
cial property worth hun-
dreds of millions of

rands and leased the
buildings back to the
sellers.

The Liberty group,
which announced a
payout of R250 million in
dividends to celebrate 35
years in business, re-
ported that market capi-
talisation of its insur-
ance arm, Liberty Life,
exceeded R10 billion.

This, said chairman
Donald Gordon, made it
the fifth-largest listed
company by market cap-
italisation on the Johan-
nesburg Stock Exchange
after the Anglo-De Beers
group, the Rembrandt-
Richemont group, South
African Breweries and
Gencor.

While Liberty has a
40 percent stake in the
country s largest bank-
ing group, Standard
Bank Investment Cor-
poration (Stanbic), Old
Mutual owns 14 percent,

®
TOM HOOB O

according to McGregnr 8
Who Owns Whom.

After outstanding re-
sults from Stanbic ear-
lier this month, Gordon
said that not only had
the Standard group re-
affirmed its leading role
in the banking field but
that the combined per-
formance of the wider
Liberty Life-Standard
Bank group had consoli-
dated its position as the
largest SA-based finan-
cial services group.

gl:_o*wth

Its combined market
capitalisation on the JSE

was R17 billion.
“The total assets con-

trolled or jointly con-
trolled by the wider Lib-
erty Life-Standard group
now exceed R160 bil-
lion,” he said.
Commenting on the
group’s interim results
for the six months to
June, he said there had
been a combined growth

rate uf more than 40 per-
cent during the past 10
years in assets and
shareholders’ reserves.

Shareholders’ interest
in Liberty Life had in-
creased to R4,98 billion
and total assets to
R36,4 billion.

During the same
period Liberty’s asset
bhase had risen to
R36,4 biilion.

Shareholders’ capital
and reserves had
reached R5 hillion.

“This represents a
combined growth rate of
more than 40 percent
compound over the 10
years and achieves for
Liberty Life probably
the highest capital base
of any insurer in the
Western world — partic-
ularly if the interest of
minority shareholders is
taken into account — in-
creasing total capital
and reserves employed
to R billion,” said Gor-
don.
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ANKERS are traditionally
B hard-headed and conserva-

tive but are learning to
unbend in South Afnica,

They are not necessanly under-
going a radica] transformation,
but realising they will be hijt hard
where it hurts most — their pock-
€ls — if there is not 3 lot more
give-and-take in their relationship
with, particularly, civic Organisa-
tions.

Some banks have had sma]]
business units for some time to
broaden their outreach and lesgen
criticistn that they are for “big
business only”,

But this has not helped them
reach grassroots communities,
There, complaints are common
that people have pot been able 1o
get loans because of 4 lack of col-
lateral and general discrimination

by banks against black people,
especially women.

'This has affected the ability of
many township residents to buy
or build houses or start business-
es. The lack of banking facilities
In townships has also been a bug-
bear, although violence has
undoubtedly played a part in
keeping banks away,

It 1s no wonder, then, that the
South African National Cjvic
Organisation (SANCO) this year
started making noises about
banks as legitimate targets of
mass action, ncluding a possible
bond boycott.

This, and militant statements
Issued by SANCO president
Moses Mayekiso, has resulted in
& steady war of words between
SANCO and the Mortgage

Lender’s Association (MLA).

join forces%

But last week SANCO reached
what it called ap “historic and
ptoneenng dgreement” with the
Perm which could pave the way
for peace with MLA and avoid
the bond boycott, which has In
any case received only Iitde sup-
port.

SANCO and the Perm have
joined forces 1o Initiate socio-eco-
nomic development programmes,
housing development pro-
grammes and home-loan schemes
10 make it easier for people to get
loans.

The details are still being
worked out, but SANCO hopes it
will open the way for the devel-
opment of a code of conduct to
make banks more receptive io
linking up 10 £rassroots commuy-
nity needs.

Lynda Loxton
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vehicle offering above-average yields
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EN years ago, the fi-
, nancial instituticn
. market was well de-
. fined. Banks did com-
. .+.~ mercial transactions, build-
.. . ing socleties gave home

.~ . bonds, and mortgage parti-
-, . cipation bond (partbond)
-, .. companies financed indus-
. tnal and commercial prop-

ertres, This worked well.

' The banks were regulated
« « by the prime rate, and home-
. . pwnership was encouraged by

. bmlding societtes which could
pffer tax-free ivestments and

there 15 a correlation. An investor
can expect a rate of between 0.9
and 1 percent less than prime.
Several ycars ago a number of
compantes took advantage of a

THE activities of
participation bond
companies are regelated

according to very
stringent provisions. loophole in the Companies Act

They discovered that they could
issue debentures to investors in-
quiring about partbond 1nvest-
ments without baving to issue a
prospectus, Investors lost their
partbond security and in i1gno-
rance invested 1o debentures.

In a recent failure of a part-
bond company 1t was found that
only 15 percent of the total moaey
invested was actually secured by

While the rate of return
on a partbond investment
does fluctuate, it is
comparatively high,
writes JOHN FIELD,
MD of Fedlife Assurance
Ltd suhsidiary Fedbond.

bonds should, by law, be issued

™)

. hence horrow at a lower rate.
- The partbond companies slot-
_ - ted i between the two.

The partbond company gave a
fully secured long-term 1nvest-
ment without the soctal obliga-

.~ tiops of providing housing.
| w .. ‘Then banks began to give home

, - loans and building societies be-
, .-, rcame banks, and both entered the
- -~ industrial/commercial financing
. field. Only partbond companies
. o~ .+ . remained pure to their sector.

2. .-Regulation

- - - —

L
L

4

.ot ' The homeowner suffered and
.., ". became discouraged as lngh inter-
. *~1 est rates were applied to his home
+.. . mortgage. Growth n the parthond
7'+ industry slowed as banks and
~ +huilding someties moved into the
1.+ .~Jsindustrial/commercial property
t - rsector. However, the parthond in-
-+ y ixlustry was too well-established to
caqur disappear.
.11~y Regulation of the partbond in-
i -~ wi-ustry was provided by the Par-
Li e it tietpation Bond Act of 1981 and
* 'w_ _enforced by the Registrar of Fi-
{ wi pancial Institutions (now the Fi-
_-. nanecial Services Board).
-+ .. The Act provides for an inves-
.1 tor in a bond over a specific prop-
» + erty. Registration of the bond is
,~ * ~_made in the name of a nominee

s A M

Tk

-

with a2 copy of the rule book.
There are requirements for the
maintenance of a bond register,
storage of securities, valuation
parameters and control of almost
every facet of the management
company.

Financtal Services Board 1n-
gpectors have access to all part-
hopd companies’ records. They
make periodical visits to ensure
the Act is being adhered to and
that investors are not at risk of
losing their investments.

Property is the basis of the se-
curity n this type of investment.
By nature it must be commercial/
industrial and rent-producig. In
the case of a borrower defaulting,
the resaleability of the property is
of utmost importance.

A compiete valuvation 13 done
when the bond is first granted and
then reviewed every three years.
The maximum bond granted must
not exceed 66,66 percent of the
valuation for an interest-only
bond and 75 percent for a capital-
and-interest bond. Once again
these conservative parameters
dictated by the Act to protect the
investor should be noted.

An wnvestment in a participa-
tion bond is a five-year comnut-
ment. Only in cases of extreme
financial hardship can the wnvest-

-

partbonds. The balance was 1n
short-term debentures,

This was a case of a partbond
company by name bat not by na-
ture.

Those investing in partbonds
were the first to regain their 1o-
terest payments. Most should
have their interest and capital
paid m full.

High returns

Nonge of the investors in part-
hends will lose their entire invest-
ment. The partbond portion of the
company worked despite ques-
tionable management ability. The
introduction of the Deposit Taking
Institution Act stopped this prac
tice, but the damage to the name
of the partbond industry had al-
ready been done.

The industry has served the in-
vesting public of South Africa for
30 years, @ving gh returns.

Recent events were the resnlt
of misuse of a parthond manage-
ment company. This must be seen
in the comparative light of the
fatlure of several banks 11 recent
years.

The Participation Bond Act is
comprehensive, but I believe it
could be improved. It should
allow for the “pooling” of proper-
ties and require a non-distribut-
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ment be released earlier. able reserve as a provision
This is more than offset by the againat the possible loss on sale of

high rate of interest, which has a property securing an invest-

averaged 17 percent during the ment. Even so, people can invest

past 10 years. with confidence in participation
Compare this with the interest bonds, but must ensure that they

on saving/transmission accounts look at the streagth and reputa-

and the fluctuating call rate. tion of the ultimate shareholding
The partbond rate fluctuates, of that commpany.

» ~+ “eompany for the benefit of the -

- vestor. The mominee company 1s

.+ prohibited from incurring any lia-

“_ .+ 2, bilitles whatsoever io ensure in-

, =  vestor protection. Management of

the :nvestinent 15 vested 1n the

» . anagement company, run in
terms of the rule book.

All mavestors in partieipation
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Central banks

- THE
PR takm

" toor
Iis unsettline the

. week showed

"lows in other

A

absence of a clear under-
g by central banks to hold on
sell their huge gold reserves
gold market and
keeping Yrices low, says
Chamber bf Mines economist
Ivor Liebowitz. |
Gold is holding around the $340
level, but the metal is stil] at record
i ‘currencies because of

the weakness 'in the US dollar.
Figures reléased by the IMF last
that in June this year

“keep gold

(DAY 1,/

 central bank gold holdings had fallen

. .alent to 20
mine output, 60 times
. . alone could satisfy current global de-

_tuns, down from 35 550

* move which woy
. Sentiment, increage gold supplies and
. knock prices.

"~ more. Lichowitz said
the only centra] banks to show any

to their lowest:levels since the fund

. . Started keeping records in 1961 Cen.

tral bank reserves stood at 35 344
tons in May.

The 0,6% drop in holdings revived
fears that some entral banks would
gell off more o their reserves, a
d hurt gold market

Central bank holdings are equiv-
times current yearly gold
SA output, and
mand for the metal for 12 years or
yesterday that

commitment towards their gold re-
Serves were Canada, committed to
sell, and SA, committed {o buy.
“Nobody really knows what other
central banks plan to do, and that is

ettli ’ *a nie-
unsettling the market. It's not' a pic

down
L ((S¥)

MATTHEW CURTH

ture which inspires confidence al-
though holdings have remained pret-
ty stable since the '60s,” he said.

What was more comforting was
that the gold market had absorbed
large amounts of central bank sales
so far this year, without a sharp cor-
responding drop in gold prices,
Liebowitz said. -

A senior industry source, Said the
threat of centraﬁY banks’ sales was
real, but they were unlikely to be
irresponsible in selling one of their
major assets. Sales were more likely
to restrict gold's upward momentum
than send prices tumbling.

The Belgian central bank sold 202

tons in June, and the IMF said re-
serves held by the Bank of Interna-
tional Settlements (BIS) had fallen by
133 tons to a record low of 43 tons
between April and May. Canada’s
monthly gold sales were continuing
to rise as it continred to run down its
reserves of Maple Leaf coins,

Anglovaal marketing manager
Rocky van den Berg said there was a
natural limit on central bank selling,
as largescale sales would hit prices
hard and devalue the banks’ assets.
Sales seemed to be taking place in a
controlled fashion, and the threat of
sales was just one of many factors
depressing gold prices and most
other investments.

|

|




Call to reinstate
savings effort

LINDA ENSO

E TOWN — SA’s tial
growth rate would gradually
decline if the structarally un-
balanced savings pattern the
country was not addressed,
Boland Bank group economist
Louis Fourie said in the bank’s
latest Economic Review.

In the absence of a significant
increase in savings, fixed invest-
ment would remain limited, par-
ticularly in the case of SA, which

lacked forei coa ital r}esnurces,
Fourie said Mn /l‘]
arie saidf 00 1yf9/52.

ignore long-term wealth creation
in favour of an acceptable short-
term living standard. The savings
effort of both the government and
households confirms it.”

He said measures to facilitate a:
structural recovery of the savings
effort should include positive real
interest rates and control over
government spending. . ¢

“The re-establishment of finan-
cial discipline with regard to state
finances will exert a erucial
direct and indirect influence on
the country’s general savings ef-
fort in future,” Fourie said.

Further measures suggested
were a tax system that promoted
diseretionary savings and the sep-
aration of economic policy goals
and the political process.

Personal savings as a percent-
age of net household income fell
to 2,1% in 1991 from more than
11% averaged in the 60s, he said,
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CAPE TOWN — A gilt fund to comple

the Community Growth Fund — an equity
unit trust controlled by trade unions and
Syfrets — was under consideration, fund
director Ian Hamilton said at the weekend.

The Community Growth Fund was €s-
tablished with the intention of providing
pension and provident funds with a socially
responsible investment vehicle which in-
vested only in companies meeting certain
criteria, for instance job creation, union
recognition, equal opportunity for all and
fair wages.

Hamilton said the need for an additional
fund arose because of the requirement that
pension and provident funds invest in a
balanced finangial vehicle.

The prudential investment guidelines
for pension and provident funds stipulated
that a maximum of 75% could be invested
in equities, with the rest having to be in-
vested in property, cash and fixed interest
securities.

To achieve this balance most pension
and provident funds invested 1n guaran-
teed funds.

Syfrets had assumed responsibility for
halancing the portfolios and cash flows of

L

the pension and provident funds which in-
vested 1in the Community Growth Fund
However, Hamilton said, 1t would be
preferable for the bencfits of managing
such investment funds to flow into the
Community Growth Managament Comn-
pany, which controlled the Comnmunity
Growth Fund and which was jointly owned

by Syfrets and Unity, a trad -owned
company. ‘31 ) @ )
A total amo f R0 as heen com-

mitted to the Community Growth Fund
since its launch on June 1. Hamiiton said
the fund was 100% liguid, because of the
uncertain state of the market, and for this
reason would outperform the industry this
quarter.

He said there was great concern about
the US economy and the outcome of the
French vote on Maastricht.

The fund would wait until the market
settled down before investing.

The shares which met the unton’s social
criteria had been selected and did not dif-
for much from the Syirets Growth Fund
portfolio. One exclusion was Richemont,
whose assets were wholly offshore.




Bank's policies defended ]

SMALL and medium-sized businesses were likely to }.

perform best in an environment of comparative non- |
inflation and consistent, predictable monetary puli— "
cies, Reserve Bank Deputy nvernur Jaap Meije

said yesterda lDl’r\? zgg >

Speaking at a conference in Jn annesbu eijer Hj
defended the central bank’s policy of stern interest ¢
rates which some analysts believe has been the reason
for many small and medium-sized business enter-
prises going to the wall.

“The Reserve Bank is by no means insensitive to
the charge that its disinflationary, supposedly ‘high §
interest rate’ policies bear particularly harshly on |
new, small and inexperienced business enterprises. §

“Such enterprises have limited financial reserves |{
to fall back upon and only very limited, if any, access §
to emergency financing that will tide them over |
difficult periods,” he said. '

Real interest rates were quite low by international |
standards and during a tough economic climate there |
1| would be a higher “mortality rate” among new and |
|| small businesses, Meijer said. — Sapa.




PO lowers interest

on sa\j{P' S accounts

@CHS’ ﬂmi JACOBSON
THE Post Office Savings Bank in an attempti 1o
match other financial institutions has lowered in-
terest rates from today — with service charges to be
levied on accounts from October.

A spokesman for the post office pointed out yes-
terday that “this is the first step in the restructuring
of the post office”.

She added that while the post office was merely a
savings institution — the possibility was that the
commercial side would now be emphasised with
among others the adavancing of loans.

But the drop in the post office’s interest rate on
| deposits by 1% to 11% is below that on offer by other
financial instutions. :
| Service charges would be levied for the mainten-
‘ ance of saving accounts and withdrawals from Tele-

bank accounts.

From October service charges of R1 will be levied
. on all withdrawals at automatic teller machines or
counters, while an amount of 75¢ will be levied for
aceount statements requested in addition to normal
quarterly statements.

Ledger fees of 50¢ a month will be levied on all
. active accounts.

" Lost savings books and certicates will be replaced
at a cost of R2 and lost cards at RS.
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ﬁ)itch apartheid lending,

urges Ijl%;gloq %agﬁ'slﬁlent

NAFCOC’s newly elected president’Archie Nkonyeni
says financial institutions should make funds more ac-
cessible to blacks and ditch remainipg aparthel provi-
sions in their lending procedures. .

Addressing a business and entre eurial develop-
ment conference on financing of small business in Mid-
rand this week, Nkonyeni said it was time financial
intitutions took deliberate and conscientious measures to
allow access to their services and products by black
entrepreneurs — including women.

“Phese institutions are being challenged to take an
unequivocal stand . ..,” he said.

Nkonyeni said there were still no laws which prohibit-
ed discrimination by financial institutions on grounds of
race, ethnicity or gender.

A lending officer was able, under the guise of protect-
ing the interests of shareholders, to express deep-seated
prejudices through decisions on loan applications.

He called on the private sector, government and local
and international donors to develop packages to finance
smal]l businesses and the informal sector. — Sapa.




| say estate agents.

 est is in «pealistically

ket is being driven only by

| nomic developments such

| Neville Berkowitz agrees.
| He says sales are slow and

t market 18 “unbelievably de-

Home buy é '
confidenc i

shot to pieces

THERE is a new level of
despair in the residential
property market because of
the Bisho shootings. Sellers
are now obtaining lower
prices than they paid for
properties two years ago,

Prospective buyers are
also withdrawing from the
market, and the only inter-

riced homes”.
“The feeling in the mar-
ket is that there 1S further
downside potential for
house prices, and this is de-

confidence levels, and they
are running low,” says Pam
Golding Properties direc-
ior Ronald Ennik,

The market is no longer
being influenced by €co-

as the drop In interest
rates, but almost entirely
by perceptions of the
fature, says Ennik.

Property economist

that until business confl-
dence is restored there will
he no revival for the mar-
ket.

Lew Geffen of Lew Gef-
fen Estates says the market
has reached the threshold
of “negativity and misery’,
but that sentiment is un-
likely to worsen. “However,
as there are not enough
buyers, pritsm t fall fur-

ther.” | !q gz
Camdon Scott

McRae agrees, saying the

pressed”, with the events at
Bisho being “just another
nail in the coffin”.

“In the middie to upper
price range particularly,
prospective buyers are
making offers helow those
considered 2 reasonable
market value. Genuine sell-
ers are discounting as much
as a third off their price,”
he says.

However, any positive
political developments,
such as the resumption of

| constitutional talks, would

have a positive effect on
sentiment, which would
soon be reflected in higher
prices.

Geffen says the average
show day is attracting few-
er people, and prospective
buyers feel they deserve
bargains.

Ennik says turnover has

| dropped, as only about 30%

of properties placed on the

| market actually sell.

McRae agrees, saying only
299, of houses put on the
market change hands, with

 the ageney having to carTy

the cost for this.




Lower rates lend
some lustre tqs)
divi'dgﬂ,lq ‘yields

-B l o HﬂpL y PETER GALLI

DECLINING interest rates are seeing dividend
yields for listed property vehicles beginning to look
attractive to institutional investors, says Frankel,
Max Pollak, Vinderine analyst John Rayner.

The recent spate of activity on the property trust and
property loan stock sectors is indicative of this, with
institutions looking at the shares.

“Institutional investors are questioning whether they
can buy shares in listed property vehicles cheaper than
cash. That is, whether the yield on the investment is
likely to be greater than the return from, say, a money
| market investment or gilts,” he says. ,

Earlier this week, about 2,11-million Mainpro shares
worth R10,5m traded in four deals at an unchanged 475¢,
and 1,264-million Panprop shares valued at R6,7m
changed hands 20c off at 530c.

At these prices, Mainpro has a dividend yield of 1157%
and Panprop a yield of 14,10%. This compares well with a
BA rate of about 12,5%.

Prima Property Trust has also seen good activity
following the acquisition last week of 13,7% of its equity
by a foreign institution. About 18,2-million shares worth
R11,46m traded at 63c a share in 2 special bargain deal.

This week, 175 000 shares traded at 6ac, showing a
dividend yield of 15,76%, with 135 900 RMS Prop chang-
ing hands 25¢ down at 475¢ and a dividend vield of 13,84%.
The property trust sector has an 11,9% average dividend
yield and a weekly volume of 159 792 shares, with the
property loan stock sector offering an 12,7% average
dividend yield and an average weekly volume of 5 448,

Most institutions are becoming more positive about
property units as prices have eased and both historical
| and forward yields are currently looking attractive,
Rayner says,

As long as there is a good possibility that returns to
shareholders will at least be maintained, these shares
will continue to gain popularity, he says.

“Maintaining shareholder’s returns depends on present
and future vacancy levels, which are determined by both
the economy and the stability of the tenant given the
tough present economic conditions.”
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STRATEGIC changes
have taken place that
will enable the Corpor-
ate Banking Division to
provide clients with up-
graded relationship and
corporate transaction
banking services,

With the completion of
major restructuring and
the integration of Absa’s
corporate banking activi-
ties, the division is prepar-
ing to clinch a greater
share of the corporate mar-
ket with a range of attrac-
tive services.

Corporate Banking
executive director Bob Ald-
worth says changes have
been ‘made to reet the
many financial needs and
objectives that have to be
accommodated through re-
lationships and
accessibility.

He says comprehensive
tailor-made packages sup-
plied via numerous service
points — both in SA and
abroad — will ensure these
multifaceted banking needs
are met.

“The highly experienced
management and staff of
the new division will offer
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the full spectrum of corpor-
ate banking services.

“All documentation will
be specific to Absa Bank’s
Corporate Division, includ-
ing our own cheque book.”

With total corporate
banking assets exceeding
R16bn spread across 1200
clients, the division already
has 20% of market share.

However, Aldworth and
his team believe they have
the goods and want to in-
crease market share to 30%
in the future.

Opportunity

“There is much oppor-
tunity, particularly as SA
has only four major banks.
We are well placed to play
an influential role in the
corporate banking mar-
ket.”

Part of the strategy will
be to keep a high Ievel of
continuity on corporate ac-
counts in the regions and
employ innovations like
preparing detailed propos-
als for corporates.

“We are the first of the
local banks to have estab-
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ttractive services [

lished a full operation in
London, which has been re-
structured to support two-
way frade.”

Encouraged by the easier
international political eli-
mate, the bank is to estab-
lish a representative office
in Frankfurt,

It also plans to upgrade
the corporate relationship
of the Hong Kong branch on
the same basis as London.
This will better enable it to
serve the entire Pacific
Rim.

Although much stream-
lining has been completed
abrocad and on the local
front, some finishing touch-
es are being applied to the
delivery system.

Aldworth says the deliv-
ery system will implement-
ed by its teams in the eight
local regions and both bran-
ches at the Johannesburg
Stock Kxchange.

“The JSE operation is in
the process of being up-
graded and centralised into
Absa Corporate Banking.
Systemns and management
will soon be in place to ser-
vice stock brokers and their
requirements.”
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Recession creates
greater demand for
economic advice

DEMAND for economic ad-
vice has assumed greater
proportions in the recession
and Absa’s economic advi-
sory group provides such a
service.,

According to Absa senior
economist Adam Jacobs,
business clients and Absa’s
corporate advisers are
among those drawing more
heavily on his department
for economic developments
and trends.

Under Jacobs and econo-
mist Dominick Sutton the
corporate economic advi-
Sory group carries out
many activities on behalf of
clients. These include:

LI Supplying forecasts of
In economic
variables — both domestic
and international — ac-
cording to the client’s re-
quirements;

0 Briefings on develop-
ments on the SA and inter-
national economies;

[} Briefings on specific
topics;

1 Performing a “transla-
tion” role by interpreting
economic data and events
for clients to give them
more insight into how eco-
nomic developments ecan
affect their business;

L1 Providing background
information and forecasts
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to assist them in formulat-
ing their budgets:

O Providing assistance
that will help them in their
planning activities; and

0 Giving background brief-
ings to assist them in writ-
ing annual and other
reports.

Jacobs and Sutton have
adopted a hands-on ap-
proach as the best means of
offering their services.

Address

Not only do they provide
many services o their busi-
ness clients, but also regu-
larly address and advise
senior staff in Absa’s trea-
sury department and the
Corporate Division’s inter-
national and domestic de-
partments, including the
regional corporate banking
teams. These corporate ad-
visers are then able to
make up-to-date assess-
ments when dealing with
clients.

Businesses need the
group’s services, especially
in times of growing eco-
nomic and political uncer-
tainty, says Jacobs.

orporate DiviSion s

THE recent merger of the
four banks under the Absa
umbrella has brought to-
gether a eritical mass of
expertise and technological
sources to electronice
banking (EB),

Absa Card & FElectronic
Banking GM Piet QOdendaal
says these are essential for
SUCCESS,

B banking produects add
value to the core products
that are being marketed by
the Corporate Division to
its clients.

Absa’s Electronic Bank-
ing Division offers services
that assist clients with
managing their short-term
funds such as electronic
cash management systems,

* electronic collection and
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Yet, when times are good
and companies aremaking
more money the tendency

is fo give little thought to

planning for any cyclical
downturn.

“But now it’s different,”
he says. “As the recession
tightens its grip more busi-
nessmen are coming to us
for advice on how to cope in
hard times.

“They want to know what
the future holds and how to
plan to take full advantage
of any upturn when it
comes.”

ADAM JACOBS

Technology to make bankin

distribution of funds, elec-
tronic reconciliation facili-
ties by means of magnetic
tapes or personal computer
linking — as well as an el-
ectronic salary and leave
management system.
Manned by specialist
staff, and employing so-
phisticated computer
facilities operated by
skilled computer staff,
Absa provides clients with
a number of major benefits,
ineluding:
[ Convenience due to com-
panies being able to con-
duct their banking transac-
tions from their offices;
[1Security as electronic
banking is easier to control
than conventional systems;
and
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While he has some advice
to offer, he emphasises the
need for businessmen to do
their planning when in a po-
sition of strength and to
take a more frequent and
harder look at the basics of
running their operations.

Among the most impor-
tant of these requirements
is that businessesremain
competitive through im-
proved productivity — by-
proper planning and work-
ing smarter to cut down on
the wastage of human ef-
fort and material re-
sources.

[1Cost savings as routine
paper-based transaétions,
including cheques, are la-
bour intensive and costly to
process, hence the bank can
pass some of the cost sav-
ings to the client.

Improvements

“We pride ourselves on
the level of service we pro-
vide and have everything a
client might need. Never-
theless, we are constantly
working on improve-
ments,” says Odendaal.

Ongoing research en-
sures that Absa Bank is ful-
ly conversant with market

trends in EB — locally as

well as overseas.
Moreover,  the product
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g safer and simpler

range is continually adapt-
ed and enhanced to suit the
changing environment and
to fully utilise technologi-
cal developments.

Noting that cash man-
agement is the flagship ser-
vice, he says the Electronic
Banking Division has about
600 clients in both the pub-
lic and private sectors, in-
cluding some of the coun-
tries’ largest organisations.

Odendaal boasts of a con-
siderable pool of expertise
on their salary payment
system, SalaryFocus.

This enables the division
to custormnise a system to
cater for specificclient
needs.

“We are willing and able
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to go further along the road
of customisation than most
other bureaus I know ” says
Odendaal.

He says the key aim of
the division for the 1990s is
to identify and address the
needs of clients, as well ag
specifie sectors of the mar-
ket, and to develop pro-
ducts to satisfy them.

“Our aim is segmenta-
tion, packaging of products
and cross-selling to the
broadest possible range of
clients.”

To ensure quick response
to clients’ needs, the EB
sales and support force is
decentralised with advisers
based in the regional of-
fices of the Corporate
Banking Division.

Keeping an eye on

SA’s global re-entry

FUTURE prospects in in-
ternational banking could
improve and this is a possi-
bilitythe management of
the Corporate Banking
Division is watching for
with anticipation.

Absa deputy CE Piet Lie-
benberg believes such a
strategy is necessary for
the division to play an in-
creasingly important role
in financing and servicing
imports, exports and in-
vestment to this region.

He is confident the divi-
sion currently possesses the
expertise, services and
overall structure to cope
with both present and im-
mediate future loecal and in-
ternational banking needs.

“The division is well posi-
tioned to provide both a
bridge to international
business opportunities for
SA companies and a gate-
way to the potential of the
SA market and southern
African region.”

However, he says it is im-
perative to always be able
to take proper advantage of
any international changes
that may benefit SA and
souther<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>