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rand climbs

Financial Staff

THE possibility of staving off
another petrol price rise grew
today as the rand improved to
a four-month high of 40,65 US
cents,

The petrol price is based on
a dollar exchange rate of 42
cents.

Today the rand moved up
from yesterday’s 40,50 cents,
boosted by a rise in the gold
price to $333,90 at the London
fixing after closing at $332.65
last night.

After the fixing gold moved
up to $334.

The financial rand was
?unted at 28,75 US cents, up
rom yesterday’s 28.60 cents.

Gold has recovered from its
$314 level on December 11
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MERVYN HARRIS and BRIAN ZLOTNICK

WALL STREET’s sharp slide could
have important implications for in-
vestors on the Johannesburg Stock Ex-
change. | ey

Stockbrokers believe that gold and-

gold shares are set to benefit from'any .
- move by investors out of Wall -Street.
%" A bank economist said Wall Street’s
% plunge — which has spilled over-into
+ Kuropean stock markets — 'would
‘have the reverse impact on SA by
. lifting precious metal prices. '

« A 'stronger gold price will boost the
‘value of the rand and enbance the
‘outlook for the economy. The manu-

facturing sector will be a particular
_beneficlary of a higher rand, as it will
help contain cost factors and inflation-
ary, pressures,”’ he said. o
Stockbrokers say impact so far has
been.selective, with De Beers a casu-
alty. The share price dipped from an
all-time high of 1 890c to 1740c.
However, gold share prices have s0.
far failed to race ahead despite last.
.week’s “surge-in; pullioh’ to $340., The
“xharp; rise in the" finanelal:Yiind' has
s Blinited >golds” “advance' and “liiped’
| pushed De Beers.lower. S
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[Wé%lth of new coins ﬁway Ve
agle
dollar price of DY

“duction is now

By Roger Gidlow

For many years the range of
legal tender gold coins available
on the market remained limited
despite the success of South
Afriea with its Kruggerands, biit
this sitnation is now changing.

The most important develop-
ment relates to the legislation
which has been signed by Presi-
dent Reagan authorising the
minting and marketing of
America’s gold bullion coins
from October 1988,

. The proposed coins will have
nominal fictitious values of 5¢
dollars containing a troy ounce,
25 dollars with half an ounce,
plus 10 dollars and 5 doilar coins
containing proportionally less
gold,

The proposed introduction of
gold coins by the US wil] served
the largest potential coin mar-
ket in the world and could easily
strengthen the status of gold as
a monetary asset, even though
these coins will not signal a
more important funetion for
gold in the international mone-
tary system.

Indeed, the American gold
coin proposals could serve to
push up the dollar price of gold
from late 1986 — other things

remaining equal — for three
reasons.
Firstly, the legislation stipu-

lates that the gold to be used for
the minting of the coins must
come from domestic mining
sources,

Excess demand
While any demand for the

coins which Is' in excess of such
supplies will be met from trea-
Sury sources this does not neces.
sarily mean they will use their
own gold stocks but instead
could buy in the markets.

Annual American gold pro-
about 2'million
ounces;, - R

The, demand for the cojns
must be expected to fluttuate so
any absorption which reached

.anything like 2million ounces

would represent Very great de-
mand’ by past American stan-

" dards.-.

|
.

Yet, 'some commentators are
predicting that in 1987 alone, the
demand could be even higher.,

. "This,forecast is based partly

on thegbelief that the demand

- for these coins will be boosted

by heavy promotional cam-

- paigns’' by American financial
~ firms who could

emphasise pa-
triotic reasons/for buying the
Coins.

Second, it is likely that the
new coins will serve to generate
new interest in gold in general
on the part of American inves-
tors.

This could partly manifest it-
self in larger demand for gold
bullion itself among big inves-
tors.

In this regard, the potential
is substantial in view of the
enormous cash flows of Ameri-
can financial institutions and
their extremely small gold
bullion investments at present.

Third, the American coin leg-
islation differs in one important
respect from what was original-

Bullish factor

The initial proposal that the
supply of gold to mint the coins
should come entirely from the
official reserves of the Treasury
has been dropped. This is a buli-
ish factor for the gold market.

This decision may well have
partly reflected the unwilling-
ness of the Treasury to become
heavily involved in gold sales
once more.

In recent years there have
been signs of an increasing rec-
ognition by American officials
of the desirability of retaining
the gold reserves of the Trea-
SUry as a “war chest” in the
wake of the freezing of the offi-
cial dollar reserves
Iranian hostage erisis in 1978
and the freezing of Argentinian
assets by Britain during the
Falklands War in 1982.-

Evidence of this attitude was
revealed in the 1981 report of
the Gold Commission in the US
which specifically recommend-
ed that the Treasury should de-
sist from resuming sales of its
gold bullion and instead advo-
cated that it retain s reserves
for possible future ses which
were not defined. !.: X

Also, in March 1985, the Isle
of Man introduced a gold coin
called the Angel. Later in the
year it was revealed that the
Federal Government of Austra-
lia had approved a Plan by the

mint in Western Australia to |

produce a gold coin to compete
with the Krugerrand and in-
creasingly popular Canadian
Maple Leaf coin,

The mint is €xpected to
launch the new coin early in
1986 and is aiming initially for
about 10 percent of the worlq
gol '
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In addition, there have heen
rumours that the Duteh Govern-
ment is planning to introduce a
gold coin called the Ducat.

The various governmenta)
moves to produce gold coins in
competition with the Krug-
gerand stem from three prima-
I'y considerations.

Firstly, these countries are
seeking to exploit the opportuni-
ties presented by the growing
resistance to the Krugerrand in
international markets in the
wake of the unrest situation in
South Africa.

SA’s benafit

Second, the new competition .

is viewed in certain Governmen-
tal quarters as one means
whereby economic sanctions

can be imposed on South Africg '

by damaging the earnings of the
country from its gold exports.

In the latter respect, the insti-
gators of the move may have
miscalculated. Any new gold
coins further segment the mar-
kets for such coinage,

third,each different coin
SErves a new market segment
and the overall result could be
increased demand for gold
coins, especially since competi-
tion for market share could be
fierce.

In short, any fali-off in the de-
mand for Krugerrands. could be
Imore than counterbalanced. by
the demand for the new coins,
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] THE rand ro ce-
= ' month huigh of 40, cents in
% Johannesburg today, securing a
= foothold above the ﬂsychnlugl-
ﬂ cally-important 40c barrier.
i This 15 the highest rand trad-
e Ing since September and repre-

- Sents an elght percent im-

m Fovément in the past
=== ortmght,

= Against sterling the rand has
_TT recovered to R3,55 to the pound
after reaching R4 (o the pound

The stronger rand has been
established a5 a result of active
Reserve Bank support over the
B;;it few weeks, following 2

ember change 1n the ryles
requiring exporters to cover
proceeds forward within seven
days of shipment

The gam has not been with-
out cost, however. Latest fip-
ures show that gold ang foreign
holdings shppe:F more than sev-
€n percent to R4,45-billion

DOUBLE

Meanwhile, a huge leap in
South African earnings from
diamonds and gold cap be ex-
pected as a result of the deya)-
ued rand

Sales of diamends rocketed
. to R2 35I-milljion in the second
} half of last year — more than
double the figure for the S80-
end half of 1984 and 4p percent
1 up on the first half of Iast year,
\ reports the industry’s Central
; Selling Organisation today.

In dollar terms, however, the
increase is 48 percent ahove
the year-ago level and 18 r-
cent higher than in the irst
half of 1985,

¥
This increase will be reflect-
ed In the profits of the giant di-
amond-mining group, De Beers,
4 which are due to be announced

3600

Sales of R4 027-million for
the full year are 75 percent
higher n rand terms

PROFITS

The country's goid mines
will publish thesr quarterly re-
ports in the next few days and
these are e:hpected to show in.
creased profits, rising on aver-
age by between 10 and 15 per-
cent, according to analysts.

This is because the rand

rice of gold reached a record
ﬂn the December oﬂouarter. aver-
aging about R28 (00 a Kilogram
after R22 348 in the September
quarter,
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the Impala mines, But most of
__ the metal 15 sold by contract
and Impala's price of about
$475 an ounce is still far ahove
the free-market price

From New York The Arpus
Foreign Service reports that
the American business commu-
nity has reacted with concern
at the closure of the Impala

wiibif |

, . mines, from which 20 000 strik.
1 ing miners have heen dis-
= missed

= Impala, among the world's
- largest producers of platinum 3
= is a major supplier of the met-

al to the Umted}St_ates _
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COMPANIES

Rand

reap benefit o

| ROY BENNETTS |

RAND MINES’ four gold pro-
ducing mines continued to
reap the benefits of the weak
rand in the quarter to end-
December, with the com-
bined taxed profit increasing
26% on the previous quarter

to R91,5m.

The December quarter is the
shortest of the four, with nor-
mally a loss of three working
days, but the resultant 1% drop
in gold production was offset by
a 17% rise in the rand gold rev-

. €ntue,
 Average rand gold price ob-
tained bi‘; the group rose from
R22189/kg in the September
gquarter to R25 934/kg.

This compares favourably
with the price realised by GFSA
which has become somewhat of
a benchmark as it is not involved
in forward selling.

Pre-tax profits increased b
18% to R140m (R117,4m), wit
the Receiver of Revenue in-
creasing his share of the cake by
a comparatively low 8% to
R48,5m (R44,8m).

A soaring 44% rise in capital
expenditure, from R46m to
R66,4m, helped keep the tax pay-
ment t0 a minimum, as goid

. mines can reclaim capex against
ttaxatiun.

. Costs were well contained in
' the quarter, rising a marginal
4%, from R72,11 a ton to R75,12 a
'ton, mainly as a result of the
lower tonnage milled. .
DURBAN DEEP continued on
Ats firm track, with a 45% in-
verease in its bottom-line profit,
from R6,5m in the September
quarter to R9,4m.

Capex, covering the same
perioed, rose from R3m to R3,6m,
giving the mine a positive cash
flow of R5,8m {R3,5m).

Earnings a share soared by a
healthy 64% to 247,6¢ (150,9¢) —
a very positive result compared
with the loss of 40,7¢c a share
recorded in the June quarter of
last year,

Ore milled fell by 6% in the

December quarter to 601 000

ons, with recovery grades un-
‘hanged at 3,12g a ton.
This resulted in a drop in gold

Mines con
f weak

Not
Profits | EPS
Tons Not after after
Rand milled Cost Cost Rev Rov Cost | profits cagox capex
| R/Kg | R/Kg 000 000 cents
253371 13719} 18229 12794 53,3
22231 13635%| 15077 9818 40,9
262871 16711| 599549, 18658 69,4
2185%8| 15522| 46608 20626 76,7
232 25728 21329 9367 5736 2476
638 3,12] 62,32 279 319 22911; 19989 6471, 3510 1509
86,06 286 305| 25800| 28183| 3937(-12141)| (-218,9); -
3,61| 8129 219 315| 22627, 22491| 4457| (-7 323)| (-132,0)

* Standard Bank average exchange rates Oct-Dec 85 50,38

production from 1989 kg to
1872 kg.

Gold revenue increased from
R45.6m to R48,.2m, with total
costs more or less unchanged at
R39,9m, but the drop in tonnage
milled pushed up unit costs from
R62,32 to R66,44 a ton.

Durban Deep has hedged a
total of 1518 kg of gold for the
first three-quarters of this year,
at prices ranging from
R24 109/kg to R26 336/kg.
ERPM unfortunately slipped
further into the mire in the quar-
ter, in spite of the gold price
received of R25 800/kg (R22 627).

Tonnage milled dropped by
7% to 698000 tons, combined
with a fall in grade from 3,61 g/t
to 3,56 g/t, resulting in a fall in
gold production, from 2 710 kg in
the September quarter, to
2 484 kg.

Because of the rise in the rand
gold price the mine was able to
increase its revenue from
R61,3m to R64,im. Sundry rev-
enue remained constant at
R374 000 and there was a rever-
sal of State assistance claimed
of R451 000 compared with
R3,7m in the previous quarter.

This lowered bottom-line pro-
fits, from R4,5m to R3,9m, fall-
ing a long way short of the R4,3m
increase in capex, from R11,8m
in the September quarter, to a
massive R16,1m.

The increase was due to the
higher rate of expenditure on the
mine’s R300m Far East Vertical
Shaft (FEV) project.

There are further capex com-
mitments of R46,1m, virtually
all FEV-related.

il

June-Sapt 8% 50.45

The loss a share rose from
132c a share in the previous
quarter to 219¢ a share in De-
cember.

HARMONY suffered a 10% drop
in gold production, from 8 324 kg
to 7 496 kg, due to a fall in grade,
from 3,91 g/t, to 3,63 g/t. Milling
was more or less unchanged at
2,1-million tons for the quarter.

This mine gained the highest
local gold price of the four, ris-
ing from R21 287/kg in the Sep-
tember quarter to R26 287,
which bhoosted gold revenue by
R15m, from R181,9m, to R197m.
- Uranium profits fell from
Ri13,1m to R75m, taking the
total revenue for the quarter to
R204,6m. A gain of 5% on the
previous quarter’s R195m.

Costs were well-contained,
with total costs R4m down at
R125,3m and unit costs only 5%
higher at R60,71 a ton.

Working profits rose from
R65,8m to R79,3m which, togeth-
er with sundry revenue of R5,3m,
left pre-tax profits R12,5m high-
er at R84,6m.

Capex increased from R26m
to R41,3m during the quarter,
which allowed for a lower tax
payment of R24,7m (R25,5m) and
provided for a 29% increase in
taxed profits at just under R60m.

Earnings a share fell from
76,7c a share in September to

69,4c a share due to the increase
in capex.

Harmony has capex comimijt-
ments of a further R21,2m while
the estirnated total for the rest of
the financial year 1s R63,3m.

Most of this is being ear-

g
1

marked for the new No 4 Shaft
complex.
BLYVOOR was the only one of
the group’s mines to increase its
grades during the quarter, from
6,17 g/t in September, t0 6,36 g/t.
Like the other producers, mill-
ing was down in the quarter but
the improved grades aided gold
production which fell by only
40 kg to 3 232 kg.

With a gold price more than -

R3 000 higher at R25 337/kg the
mine was able to increase its
gold revenue from R72,7m to

- R81,9m.

Total costs were down slight-
ly, from R44,6m ,to R44,3m, but
because of lower tonnage, unit
costs rose from R#84,18 to R87,28
a ton.

Uranium profits remained al-
most unchanged at R4,4m, pro-

viding the mine with pre-taxed .

profits of R42,1m (R34,3m).

Capex was virtually un-+
changed at R5,4m, with the Re-
celver increasing his take from
R19,3m to R23,9m.

This left Blyvoor with a 21%
improved taxed profit at
R18,2m, and earnings a share in-
creased, from 40,9c a share in the
September quarter, to 53,3c a
share.

During the December quarter.
Blyvoor paid R1,9m to Driefon-
tein Consolidated in terms of the
tribute agreement.

Like the other mines in the
group, Blyvoor has continued the;
hedge some of its gold produc-
tion and now has a total of.
2649 kg sold forward for the’
first three quarters of 1986 at a
price of R24 625 to R27 029/kg.
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“Weak rand aids Rand Mine

By Duncan Collings
§-very much higher rand gold price in the
December quarter thanks to the weak rand,
resilted in the gold producers in the Rand
Mines stable showing a 26 percent rise in
taxed earnings for the three month period.
i Combined' after-tax income of Harmony,
Blyvoor, ERPM and Durban Deep for the
quarter rose to R91,5 million from
R72,6 million in the September quarter,
while 'pre-taxed income was 19 percent
ahead at R140 million.
* The average gold price for the quarter in
rand terms was R25934 a kg against
R22189:a kg in the quarter ended Septem-
ber. .
The Receiver of Revenue henefits with
tax payable of R48,5 million, but the in-
crease over the previous quarter was only
eight percent thanks to a 44 percent rise in
group capex to R66,4 million.
+ Tonnage milled by the four mines was
four percent down at 3,9 million tons be-
cause’of the shorter quarter and gold pro-

duction declined one percent to 15 084 kg.

On the costs front, these rose four per-
cent to an average.of, R75,12 a ton milled
frulm dR72,1 1, reflecting the lower tonnage
milled.

The group’s coal producer, Withank Col-

liery, showed a 26 percent rise in-working

profit during the quarter to R43,2 million,
the rise being due almost entirely to the
inclusion of Welgedacht Exploration which
became a subsidiary on October 1, 1985.

There was some improvement in ex-
ports,

Tonnage sold rose slightly to 4,9 million
tons but the increase was tempered by a
decrease in inland sales and a reduced off-
take by Duvha power station.

After tax of R1L7 million net earnings
for the quarter were R30,7 million.

This was significantly down on the Sep-
tember quarter’s R57,5 million when a tax
reversal of R19,3 million as a result of capi-
tal expenditure allowances helped the hot-
tom line.
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ANGLOVAAL’S gold mines
flourished in the December
quarter, benefiting as did other
mines from the low rand/dol-
lar exchange rate. -

However, financial transactions
added a new dimension to the fig-
ures and introduced prospects of
financial earnings, provided the
commercial rand remains rela-
tively firm.

Harties has sold forward a total
of $44,22m for delivery in equal
monthly amounts during the 12
months to December at an aver-
age exchange rate of $0,3611.

--AS the current exchange rate is
$0,4245, Harties timed the dea]
well and should the value of the
rand begin falling towards $0,3611
it would have the option of closing
the deals out.

. ET Cons has sold $4m and Lo-
raine $26,4m on the same terms as
Harties, so the total of the four
mines — including Village Main —
is $75,24m.

' Should the rand continue to
firm, the mines — especially Har-
ties — will make a significant pro-
fit from the deais.

Apart from these financial
transactions, Anglovaal’s mines
have gold sales hedging transac-
tions on their books.

Harties has sold part of its
future gold production on a fully-
hedged basis at R23 276/kg for the

l ADAM PAYNE I

present quarter compared with
yesterday’s {)rice of R25 750/kg, so
the deal will result in lower earn-
ings unless the rand firms or the
dollar gold price weakens suffi-
ciently to bring down the rand
price to about RR23 726, |

Other hedging sales by Harties
for the June and September quar-
ters are at R24 490 and R2¢ 365.

Similar hedging sales have been
made by Loraine and ET Cons,

December guarter reports are:

Hartebeestfontein: Unit costs
rose to R89,50 (R85,95) but this rise
was more than compensated for
by a slightly higher grade and
higher average gold price re-
ceived.

Profit from uranium sales rose
to R12,3m (R7,3m).

Tax was 32% higher in spite of
higher capex.

Expenditure on the mine’s new
low-grade gold recovery plant was
brought forward and will start
during this quarter.

Capex for the year to June is
thus expected to be R45m, against

revious expectations of about

30m. .

A loan levy refund of R8.8m
helped the financial picture, so
that although earnings-a-share
from working operations rose to
34c (26c), earnings-a-share includ-
ing the refund rose to 40c.

N*FGIDM;AL

Loraine: The mine became li-
able for tax for the first time with
the result that its net profit was
marginally lower, but profit after
capex scarcely changed.

Loraine is not paying State’s
share of profits as it still has an
assessed loss for this purpose.

Grade was unchanged, but ton-
nage lower. Lower tonnage was
mainly responsible for the rise in
unit costs to R96,54 (R92,83), but
this was more than offset by the
higher gold price.

After paying tax of R7m, profit
was R12,1m (R13m).

The current financial year’s ca-
pex programme to June 30 is ex-
pected to total R18m, including
previously deferred high-priority
projects.

ET Cons: Yield was lower at 9,5
8/t (9,9 g/t) resulting in lower gold
recovery. Unit costs were well
controllied. Prospecting costs were
higher., |

With low tax because of higher
capex, net profit rose strongly to
R8m (R5m), but the heavier capex
cut earnings a share which were
unchanged from the September
quarter.

Villa%e Main: Pre-tax u?rofit
rose to R1,54m (R1,12m). Al ough
capex was slightly higher, the big-
ger pre-tax profit led to an in-
crease of 58% in tax to R802 000
(R508 000), leaving the after-tax
profit at R742 000 (R612 000).

_ T Net
o profits EPS
AVAAL Tons — Net after after
Gold milled | Yleld Cost Cost Rev Rev Cost profit | capex | capex
Mines 1 EOQ__ g/t R/ton | $/0z* | $/0z* R/kg R/kg '000 '000 cents
Harties 783 9,2 89,50 115 313 26491 | 9728 | 45643 | 38 279 34
Sept 782 9.1 85,95 111 111 21880 | 9425 | 32906 | 29 735 26
ET Cons 89 9,5 99,61 124 330 27957 | 10513 | 8059 | 3761 87
Sept 87 9,9 99,02 118 271 22934 | 9993 | 4929 | 3737 87
el m

Loraine 386 2,4 96,54 | 210 305 25830 | 17737 { 12115 | 11 039 67
Sept 402 5,4 92,83 202 257 21758 | 17 072 | 12 980 | 10990 67



Egbli pre-tax profit rises
despite lower production

EGOLI suffered a 34% drop in
gold production in the three
months to December, from 157,8kg
in the previous quarter {o 104 2kg.
However, pre-tax profits were at a

record R863 679.

" This was as a result of a 33% fall
in milling to 122 033 tons (183 110)
and a marginal drop in grades to
0,85g/t (0,86).
v Production was adversely af-
fected by the flooding of the area
' supplying surface material, which
1S processed on contract by East
Rand Gold & Uranium (Ergo).
Average gold price received
was at the higher end of the scale
at R26 618 (R23 303), but failed to
offset lower gold production.
Revenue from gold and acid
sales was 27% down, compared
with the previous quarter, at
Ri8m, but with costs taking a
drop of 44% at just over R2m to
leave the company with a working
profit of R755 176 (R230 942).
Other income received dropped
from R556 125 to R108513 as a
result of the ending of interest re-
ceived from the loan to West Wits,

The loan has since been capital-
ised.

This produced a pre-tax profit
of R863 679 (R682 335). However,
KE.goli had a tax credit of R12 184 in
the December quarter, compared
with a payment of R104 732 in the
previous quarter.

| ROY BENNETTS ]

This favourable tax situation

was a result of an over-estimation
in September. Net income

amounted to R8751863, compared
with R682 335 for the September
quarter, '

There was also a recoupment of
capital expenditure at R247 557,
against outgoings of R544 269 in
the previous quarter.

WEST WITS continued to show
improved results in the quarter,
with a splendid 137% improve-
ment in taxed income to R1,6m
(R657 351).

Treated underground ore in-
creased from 42 047 tons to 54 838
tons, with a proportional decrease
in the treatment of surface mate-
rial. This had the effect of lifting
the average recovery grade at the
mine to 1,09 (0,96)g/t, with gold
production showing a 14% im-
provement at 240,93kg (210,46).

Boosted by an excellent gold
price of R27 748kg (R24 721%, West
Wits gained R6,7m (R52m) from
its sales.

Working costs — at a lower pro-
ortional increase — were R4,6m
R4,3m), providing for a working

profit that more than doubled at
just over R2m.

Capital expenditure more than
doubled to

2m, compared with

R919 355 in the September quar-
ter.

This helped to lower tax from
R16 524 to R11 155, with taxed in-

-come of just under R2m (R820 795)

reduced by minority shareholders’
share at R389 541 (R163 444).

WAVERLEY gained better
overall recovery grades at 0,51g/t
(0,47) but dropped its dump treat-
ment rate by nearly 6% to 156 975
tons.

Dumps treated under contract
by SA Lands showed a marginall
improved grade at 0,66g/t {0,65).
However gold production fell to
60,77kg (63) because of a 5% drop
in tons treated.

Treatment at the heap leach
plant {ollowed much the same pat-
tern, with improved grades of
0,28g/t (0,22), partly offset by a
drop in tonnage at 65226 tons
(69 896).

Gold production at the plant
showed a 19% improvement at
18,61kg.

Waverlegr sold its gold — one of
the highest prices received by a
gold mine in the December quar-
ter — at R28 017kg to earn rev-
enue of R2,2m (1,9m),

Working costs of R1,7m (R1,6m)
left the company with a working
profit of R484 765 (R329 452) and a !
taxed profit of R512 310 (R331 540)
after the inclusidn of other net in-
come.




By Stan Kennedy

A ban on Krugerrand sales will
not have the adverse effect on
South Africa that is commonly
believed, say Mr Iraj Abedian
and Mr Brian Kahn, lecturers in
the School of Economics, Univer-
sity of Cape Town.

Writing in Businessman’s
Law, they show how a closer ex-
amination of the issues reveal
that the effect of the ban on the
gold-mining industry and on
South Africa’s balance of pay-
ments will be of an extremely
limited nature.

“The ban is a symbolic gesture
that will have no effect on net
gold output in South Africa, and
, will merely redistribute the mod-

-
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profits made on Krugerrand
sales from South Africa to the
new major coin producers,” they
say.

The writers consider the effect
on SA foreign exchange revenue
if there are no more sales of Kru-
gerrands.

Last year, sales were worth
$657 million but they point out
that it is not sufficient to merely
look at the value of sales and
infer that this would be the cost
of the ban as the gold will be sold
in the form of bullion instead.

Therefore the relevant cost Is

not such bad

the premium or value added that
South Africa gains by selling the
coin instead of bullion.

! In general, the premium re-
‘ceived has been three percent
above the gold bullion price.

In 1980, the value added was
$56 million, dropping to $19 mil-
lion in 1984, and representing
only two percent of South Afri-
ca’s total gold revenue.

This value added is a gross fig-
ure and does not include the cost
of minting and marketing coins.
In addition, they say, Increased
competition would have inevita-

Y [™

-
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bly whittled away South Africa’s
domination of the gold-coin mar-
ket, thus further reducing the
prospects of sales.

Proof Krugerrands have been

~weré-forbidden by law- to hold
.gold. The lifting of the ban,

a '0 m L ted in a-market increasesfrom

minted since 1967 in limited
quantities. Later it was decided
to introducing the standard ounce
coin. This step, it was hoped,
would make the market access-
ible to small investors, since gold
was previously sold in bullion
bars of 400 ounces.

The market was slow to devel-
op because, until 1975, US citizens

result-

e

400 000 ounces in 1971 to 4,7 mil-
lion ounces in 1975.

With the declining price of gold |
in 1976/1977 sales were reduced
to 2,9 million and 3,2 million
ounices in these years respective-
ly. In 1978, 5,74 million ounces
were sold but since then the
quantities have been decliping:
steadily, except in 1983, and in
1984 the figure had fallen to
1,77 million ounces.

The rationale for the Kruger-
rand was to withdraw gold sup-
plies from the bullion market by I
creating a parallel market for
small investors. N
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Huge beost in the
profits /g old . min:
By Tﬂﬁql"lgfﬁé/gnnécignl Staff |

One of the biggest, Randfontein, reported today
a record R115-million for the December quarter.,

_This was based on an average price of R20 814 a

forward contracts.

Other mines recejved as much as R25 830 a kilo-
gram and many are now negotiating forward con-
tracts at up to R26 365 a kilogram.

The taxman also increased his haul apd another
giant mine, Hartebeestfnntein, paid R90-million to
the State for the quarter., |

This followed a 33 percent rise in profit to R141-
millions; up by R35-million. However, net profit
was still about 40 percent higher than in the Sep-
tember:quarter.

R by F Wioou ; .

Several’mines avoided paying more tax by step-

ping up their capital expenditure,
b
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Nunyed by the performuance of gold on
bullion markets and helped by Reserve Bank
smoothing operations, the rand has con-

++ tinved to gain ground.

«~ The local unit closed yesterday at 42,75

» US cents after having touched 43¢ at one

~3 stage.

=« Dealers feel there is a new tone of confi-

»»dence surrounding the rand as beliefs that

« the debt rescheduling negotiations will be

+ satisfactorily concluded gain strengt}-lia

‘Gold pricd'

~NEW YORK — Gold prices surged in busy

US and European trading yesteray, reach-
—ing the highest levels in about 14 months,

amid anxieties over the tension between

the United.States and Libya. -

The dollar declined as currency traders
awaited the outcome of the uycnming G-5
ineeting. .

" Renewed speculation that the officials

Jdrom the five countries may favour con-
certed action to force interest rates down

“helped push the dollar lower, currency
; dealers said,

" In New York, gold jumped $9,80, closing
oAt $349,50,

-y Mr Jefirey Nichols, president of Ameri-
‘_'@pan Precious Metals Advisors Ine, said gold
.oouying has been heavy partly because of
“the US-Libya confrontation over the De-
o.cember airport attacks in Vienna and
3 Mane.

-« Mr Nichols said Middle Eastern citizens,
omamong others, have been purchasing gold in
.. Tecent days, which has helped send the pre-
“*‘cious metal’s price higher.

. Mr Bernard Savaiko, a senior precious
ff‘ “metals analyst with Paine Webber Inc, said
" some of the resurgence in investors’ appe-
= tite for gold stems from last week’s sharp
. .sell-off in the stock and bond market.
¥ " After opening lower in London and
. Zurich, heavy buying lifted gold to its high-

. €5t price since November 1984 and it then
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REOTER MONITER GRRMNICE

After dipping initially yesterday heavy buy-
ing of gold throughout the day in Eurcpe
ond overnight in the US sent the metal soar-
ing on world bullion markets.
- At one time the metal traded over the
$350 mark but is currently quoted at around
$346,43 os some profit-taking pared yes-
terday’s strong gains.

Fears over the US/Libya confrontation
combined with a weaker dollar he

S
urges $9,

remained high throughout the day.

Meanwhile, the dollar finishe
against most major currencies, except the
Canadian dotlar.

Dealers linked some of the dollar selling
to a report quoting West Germanan Eco-
nomics Minister Martin Bangemann which
suggested that the finance authorities will
discuss strategies to bring interest rates
lower worldwide when they meet in London
on Saturday.

“Speculation is heating up about the
chances for lower raies,” said William Or-
sini, senior commercial trader at the Bank
of Montreal in New York.

The economic leaders are scheduled to
meet in London, but they are not expected
to reach any dramatic agreements like the
September 22 accord to reduce the dollar’s
value in 2 bid to cool protectionist fervor.

In US trading, the dollar fell to 2,4545
Eiest German marks from 2,47275 on Tues-

ay. ..

Other late dollar rates in New York as
of 16h00 EST (21h00 GMT), compared with
levels late Tuesday included:
® 262,42 Japanese yen, down from 202,85;
® 2,07775 Swiss francs, down from 2,0935;
® 1,4089 Canadian dollars, up from 1,4055;
® 7,5475 French francs, down from 7,5750.

The British pound stood at $1,4460 late in
New York compared with $1,43765 on Tues
day. — AP. /<1
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Rush for shares m%w mo_%ﬂ mcwmom

GOLD surged to a 14-month high on Financial Staff Sapa reports that in line with 1S
world markets yesterday, triggering a . weaker tone in New York, gold opened
seramble for gold shares on the JSE. Sharp gains were recorded across the lower in London at $339,70, down from

It reached $348 before profit-taking gold board as both local and foreign buy- $340,50 late on Tuesday. 1.
halted the charge. | ers scrambled for scarce SCTIp- But buyers entered the market in forc

It gained $7 during the day, boosting Heavyweights were as much as 77%  quring the first three hours of trading | .
confidence in local markets already firmer on low trading volumes. Medium- and at the mid-morning fixing it was
buoyed by optimism over SA’s debt- priced stocks were up o 10,4% firmer.  g345 30, the highest level since November
rescheduling prospects and improved Marginals finished mostly 7% higher on 1984, H
economic indicators. the day. . 1t was quoted at $345,30 in Zurich. |

Liz Rouse reports the JSE's gold - The rand strengthened again to touch  Earlier, in Hong Kong, gold rose $3,01 to
board staged one of its best recoveries In $0,4300 before seftiing back to close at  glose at $340,63. It was fixed in London'at
many months. The JSE actuaries all.gold.  $0,4280. It appears to be carefully man-  ¢346,75 in the afternoon. JERTTE
index jumped 61,2 points to 1 245,4, a gain aged by the Reserye Bank. The bank's Neil Behrmann reports from London
of 52%. It is set fo surpass the high of ability to move the market will be en- .
192771 recorded on November 25 last hanced by the greater flow of dollars it © To Page 2 _HV .

year. , receives from a higher gold price.
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Tickey shares also benefited,
with Leslie up 45¢ to 6740¢ and
Elsburg up 38c to 775¢.

The speculators’ favourite,
Loraine, rose 35¢ after 65c yes-
terday to 1535c.

Other increases today were
Buffelsfontein (150c), President
Steyn (100c), Weikom (100¢), De
Beers (45¢), Rustenburg (455¢)
and Anglo American (50c)..

Disclosure of huge profit in-
creases by gold mines this
week added to the shares rush. 3 1%

The rise in the price of gold
was maintained by concern ||
over the dispute between the
United ‘States and Libya.

Demand for bullion in-
creased .this week on news of
Japanese plans to mint 10 mijl-
lion gold coins to commemo-
rate the 60th anniversary of
Emperor Hirohito’s accession
to the throne,

Dollars

This could use about 200 tons
of gold — more than Japan's
gold imports for two years and
about a third of the yearly out-
put from South African mines.

Other reports from London
and Zurich suggest some Arab
countries are buying goid and
selling dollars in retaliation for
American threats against Lib-
va.

The rand was quoted today
at 43,25 US cents, up from 42,80 .
cents yesterday, as the dollar
continued to decline on world .
currency markets. -

The financial rand improved
to 33,60 cents from yesterday’s
32,75 cents.
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benefit from weaker

', By Duncan Collings

Quarterly reports from
both Anglovaal and JCI
today show the Same
trend as other mining
houses which have al-
ready reported for the
quarter, with a signifi-
cantly higher rand gold
price received boosting
bottom line earnings.

| The four mines }pi the

Anglovaal stable — Har-
ties, Village, ET Cons and
Loraine — report net
earnings 29 percent
ahead of the September
quarter at R66,6 million
versus R51,4 million.
JCI's two mines —
Randfontein and Western
Areas — show an even
meore impressive 40 per-
cent rise in earnings to
R109,0 million from

f “R79,7 million.
+f+7¢ a1 mines within the

two groups. showed
.higher net earnings with
the exception of Anglo-
wvaal’s Loraine where 2
‘R7.2 million tax bill ver-
sus no tax paid in the
+September quarter left
Jnet earnings lower at

“"#12,1 million (R13,0 mil-

In the main, milling.
rates, grades and work-
ing costs of the mines In
the two groups were not
remagkably changed
from the previous quar-
ter. The highér rand gold
price received from the
weaker rand was the
prime reason for the im-
proved gquarterly resuits.

The two base mineral
producers in the Anglo-
vaal group, Prieska and
Cons Murch, both. also en-
joyed very good quarters.

. |
Copper produceyr Pries-
ka had net earnings of
R11,0 million yersus
R7,0 million while anti-
mony company Cons
Murch’s’ taxed earnings
rose to R4,1 million from

'R1,1 million.
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the Johannesburg Stock change
yesterday as bullion surged $30 to $376
in London before falling back to $364
in the London afternoon fix — its high-

y
than the previoys peak of 12771 set on
November 25 last year.
With the' mining finance index jumping
almost 4% to a new high of 1 8521, the JSE

J.S.E./ALL GOLD INDEX

AT ALL-TIME HIGH

By UL wuny ey e
“anex plo-1294-67

Small investors dominate scramble

actuaries overall index surpassed the pre-

vllz.nus finvember peak by 15 points to cfose
at 14165,

Dealers described the scene on the JSE
yesterday as “absolute chaos” as the small
investor, with volumes exceptionally
heavy in low priced stocks, dominated the
scrambile for shares.

The large institutions tended to keep to
the sidelines, but some dealers noted four-
way trade with buying and selling by both
local and overseas investors,

However, the big jump in the bullion

'glrll:ce was viewed as vulnerable and dis-
bing b

Y analysts as there seems no
fundamental reason for the sharp price
rige.

In the past week hullion has smashed
through chart resistance levels — the last
was $342 — with the next barrier $375.
Some dealers say that a retreat back to the
$345 level would be a sound base for a
renewed upward move.

The next few days could be critical, with
gttenfon focused on developments on Wall

tree

The rand continued to firm in smooth
and gradual moves to close at $0.4345 on
the back of the rising bullion price. Dealers

. t
® To Pn952c$ >
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feel the rand could well have strengthened
further to $0,44, as the dollar weakened.
But the Reserve Bank appears to be hold-
ing a tight rein to prevent the currency
from screaming upwards too swiftly.

The financial rand jumped 5% to $0,3410

' to bring its gain over the past 10 trading

rdays to more than 23% on the back of

- overseas buying interest.

- Platinum moved up to an 18-month high
of almost $380 in the wake of bullion’s rise
and increased interest was also seen for

~the more tlﬁnl{y—trad&d palladium, which
..approached a four month high of $110.
..- vYesterday’s heavy trading on the JSE

“saw’.more than half of the fop 20 shares
exceeding a volume of more than 1-million
shares.

However, industrial shares were ne-
glected in the gold rush. |

IL BEHRMANN reports from Lon-

don that the surge was because profession-
al dealers and sgeculators who had sold
gold options and had sold gold futures
short were forced to cover positions to
protect themselves from mounting losses.

Bullion dealers in Switzerland and Lon-
gon, however, warn that the surge is over-

one,

“The market is chaotie, very volatile;
the price can rise further, but then there
could be a steep correction,” said a bullicn
manager of a large Swiss Bank.

The Bank of Japan is believed to be
buying gold to mint coins {0 commemo-

rate the Emperor’s 60th anniversary as
ruler.

@ Editorial comment — Page 6
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Ggld soared to $350.an euneej in

.the;United States. iyesterdeyr Uz,
e]led by strong speculative,dex
smand because of the Iabygn—US
| sanctions crisis and, even more
gntereetmgly, due: to strong
hysical demand from J apan.

o2 Chamber of Mines president,

Mr Clive Knebb.ﬁ, telkmg ‘te {I‘he
Star, said the market weeg par-
ticularly firm and if this wereto
be  coupled with some sage
stetesmen—:hke pronoungements
when Parliament. opens .at the
efid of the month; prespeets for
the'industry this yeer wére ex-
ceptionally good:* -+, 4 i |

The strong recovery’ 1h the
price of gold and™ thé!! rand
means the Reserve Benkiwﬂl be

‘\-i'llll"'h

FFFFF

'| foreign debts. ~ " BN
Certainly the more thet’ff idold
| continues to surge, the “better
are preepeets ~for meenmgi ul
tax cuts in the bidget in Mere 1.
| Industry sources sajd¥ ‘'gold
was“giving every indication of |
moving into the pesmﬁm of
being able to bail the* eeuntry
out of a severe economic, sluip.
Mr Knobbs said the fendfhed ]
risen’nearly 10 percent in recent
weeks the rand price of gold had
| also risen by someé five percent
and even a mine like-<ERPM,
one of the poorest in therindue-
try, had produced profitsih ‘the |
“Tast quarter. W i
He said physical demand, that |
is demand from the Jewellery
and coin indusfries, accounted,
for as much as 80 percent: et, thef
total market. i
It was understood the , Japa+
nese were in the marketi for 200

tons of gold for, the pro’;d

uction |
of a 20 gram coix in 1986/87 W

The-gold index.on th flehan-
nesburg Stock E:-tehangeehet up:

61,2 to 1245,3 yeste rdey-!’*"l‘ e- 'leee_

ord stands.at 127713 ;
The. geldend met
erals sgetors of the. gt k§ mar-;|
ket . were particularly. firi{fes-.
terdayy refleetmg Jbeemmg iee:g--
ditiong.in expeytvunarkete
The-rand was-also firrn-trad
ing close to43US cents'and’ mth
every mdleetiem that it was set
to hold above: L.fli] cents in the
weeks eheaﬂ =‘*fItf«:lrpem:lel:l at 43,05
cents this rﬂermng“i
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* STANDARD BANK HVEHAlr':‘E EXCHANGE RATE: OCT — DEC 1985 $0,38, JULY — SEPT 1885 $0,45

Anglo mines up pro

ANGLO AMERICAN'S Trans-
vaal gold mines increased their
combined taxed profit by 44% to
R376,7m in the December quar-
ter. This was largely as a result
of higher rand gold price.

Prices received for the metal in
local currency averaged R27 500/kg
compared with R23 000 in the pre-
vious quarter.

Provisions for tax increased by
12%, from R209m in the previous
quarter, to R235m.

VAAL REEFS produced less goid
in the quarter at 21 567kg (21 691).

Average gold price received by
the mine increased by 174% to
R27 378kg (R23 312), pushing gold
revenue up by R103,9m to R580,8m.

Costs were virtually unchanged at
R202,8m, with gold profits increas-
ing significantly frem R274,7m to
R378m.

Dividend income of R27,3m was
received from Southvaal whereas
there was no dividend from this
source in the previous quarter.

Provision for royalties increased
by 23% to R112,om as a result of the
improved gold price and gold pro-
duction from the South lease area.

Capital expenditure was also up at
R61,3m (R35,3m), with the provision

b

r T ROY BENhETTs_ j

for tax jumping to R183,2m
(R142,im).

This left the mine with a taxed
profit of R188,3m — a 68% improve-
ment compared with the previous
quarter.

An increase in working costs in
the Afrikander Lease area is at-
tributable to a re-allocation of cer-
tain uﬁerating expenditure incurred
over the year but only charged in the
current quarter.

WESTERN DEEP LEVELS’ gold
production increased by 350kg to
9 508kg at an improved selling price
of R27 587/kg (R22 931), giving the
mine a gold revenue of R265,6m
(R210,4m).

Because of the relatively high
rand gold price the company has
accelerated its capital expenditure,
with R111.6m bheing spent in the

guarter compared with R64,0m in

the previous quarter.

This had the effect of dropping tax
to R40,3m (R41,4m), leaving a sharp-
ly higher profit of R145,3m (R95m).

ELANDSRAND suffered a de-
crease in gold production of 197kg
for a total of 2 823kg.

This was more than offset by the

“M

higher gold price, W
R22 929/kg in the September q arter
to R27 556/kg, to give the mine a
gold revenue of R78,5m (R68,5m).

Working cost were slightly lower
at R29,7m, with sundry income re-
maining at the same level.

Profits were therefore 25% higher
at R53,3m (R42,7m), with capex in-
creased from R18,9m to R22,5m.

SA LANDS’ 7,1% drop in milling
rate to 587 000 tons was offset by an
improved grade of 0,72g/t (0,64g/1),
resulting in an increased gold pro-
duction at 424kg (406).

Pre-tax profits were R600000
higher at R2,9m and taxed profits
amounted to R1,2m.

ERGO’s slime treatment dropped
5,2m tons mainly as a result of rain-
storms in the quarter.

Total revenue increased 14,7% to
R65,7m which, after the deduction of
cost and the addition of sundry in-
come, provided for a pre-tax profit
of R29,4m (R22,om).

Provision for taxation was
R11,9m higher at R9,9m {there was a
rebate in the previous quarter) leav-
ing the company with a taxed profit
of R19.5m (R24,5m).




By Stan Kennedy
Gold as a financial ip=
strument outperformed
conventional financia]
market investments in
SiX currencies during the
period 1973 to 1983, ac-
cording to a study by the
International Gold Cor-
poration (Intergold).

The study, carried in
the Chamber of Mines’
newsletier, .suggests that
financial markets are not

as efficient as frequently

presumed and shows that
gold was more profitable
as an investment during
the 1973/83 complete
business cycle.

During the economic
.€Xpansion phase of the
€conomies concerned, it
dropped fairly largely
below that of the British
pound and only slightly
below that of the Canadi-
an doliar,

The six industria)
countries involved in the
study were the — at the
time — high inflation
economies of Britain,
Canada and the United
States and low inflation
economies of Japan, West
Germany and Switzer-
land.

‘Intergold maintains
that gold enhances risk-

sdjusted returns when
held in modest propor-
tions of five to 10 percent
in well-balanced portfo-
lios over significant
periods of time. It argues
that the business cycle is
the conventicnal bench-
mark used by portfolio
managers in investment
decisions. *

An innovation of the
study was the use of a
business cycle reference
in caleulating rates of re-
turns. Comparisons of
rates of return amoeng al-
ternative financial in-
struments were crucially
dependent on the selec-
tion of initial and termi-
nal data end points for
the specific time periods
used for calculation,

The new analysis sup-
ports earlier findings and
reinforces the notion that
perhaps the capital mar-
kets in the six currencies
are not fully efficient in
the value assigned to
goid.

If the markets were
fully efficient, gold would
net perform better than
conventional instruments
in virtually ajl cycelical
phases in all currencies.

While this does not
prove the case on ineffi-

br

Oorms conve

ciency, the evidence is
mounting, Intergold says.

“One can only conjec-
ture that, to the extent
there is inefficiency, it
arises out of traditional
attitudes that regard gold
as a commodity for spec-
ulation rather than as in-
vestment and a financial
asset appropriate for
prudently managed port-
folios,

“It is important for the
investment manager to
recognise that, since thr
advent of floating curren-
cies, gold has taken on
the role of a ‘stateless
currency’ and floats
along with other curren-
Cy units.

“As such it warrants
attention and inclusion in
well-balanced portfolios,
particularly those which
diversify international-

ly‘”

tional investments
&wﬂ €6

The resuits did no
vary much even wher
one and two-month leads
and lags were incor-
porated into the analysis,

There were some situa-
tions when the timing of
one or two months would
have made a difference
in comparison to another
form of investment. But,
in fact, there was surpris-
ingly little overall effect
on rates of return adjust-
ed for variations in leads
and lags.

Most importantly, gold
provided the best perfor-
mance when both rate of
return and stability over
lead and lag periods were
taken into account ip
both nominal and real
terms.

In most cases, it was
the least sensitive and in
all cases provided the
best returns.




By PAUL DOLD
Financial Editor

SOUTH AFRICAN interest rates were
cut’ by one percent last night as the
gold price surged 30 dollars to 377
dollars — a 19-month high.

Thé’one percent fall in the official
bank-rate was foliowed by a similar
cut{ih overdraft rates by three of the
major. banks — Trust, Barclays and
Stahgard — to 15,5 percent.

i . . .
Most interest rates, including hire-

-'rr

rates, are likely to move down.

The Tower interest rates will aceel-
erate the economic recovery and lead
to lower unemployment.

Last night the Governor of the Re-
serve Bank, Dr Gerhard de Kock, said
the decision to pare the bank rate was
taken before vesterday’s dramatic
rise in the gold price.

There was near-panic buying of gold
In major bullion markets yesterday
with the price surge reflecting the
freezing of Libyan dollar investments
in the US. Adding to the Middle East
tensions was the attempted coup in
South Yemen.

International investors have also
been unsettled by speculation that
the finance summit of five major
Western nations — the United States,
Japan, West Germany, France and
Britain — this weekend — may result

purchase and building society bond

™ erest rate cut, This would ,
-1 dollar lower,

Gold came off its peaks to $363 at the
late London fixing last night but this
was still well ahead of the previous
day’s $346,75.

Platinum soared with gold yester-
day touching g3 19-month high of
$379,25 an ounce and the nervous
buying spread to palladium and other
precious metals.

Gold shares boomed in J channes-
burg and London with the Johannes-
burg Stock Exchange index reaching a
new high of 1 289.6, a 44-point rise on
the day.

Recognition

Leading shares were marked up R8
and the Krugerrand gained R25 to
R860.

Yesterday’s lowering of interest !
rates by the Reserve Bank reflected
official recognition that the economy
has begun its long-awaited upturn,

Dr De Koeck said the surplues on
South Africa’s import/export aceount
for 1985 will be more than R6 biltion
and a large surplus which wilL under-
pin the recovery is likely again this

year. 5
® De Kock: Rand will rise further,
page 8 |

® Yemen fighting goes.on, page 4
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By Dr Roger Gidlow

The anticipatory powers of the
gold market can never be ignored,
and in time it may become ap-
parent that a factor behind the
sudden rise in the dollar price of
gold has been disquiet in the inter-
national debt area.

In recent months, Third World
debtor nations have increasingly

come to feel they can service their
foreign debts only if they have suf-
ficient foreign exchange income.,

In line with this, various coun-
tries have resorted to unilateral
reschedulings. They have in effect
set a limit on the amount of export
incomes allocated to the servicing
of their foreign debts.

In 1984 Bolivia declared a mora
torium on foreign debt payments,
and in early 1985 Ecuador set a
limit of 30 percent of its export
income which would be used to
service its foreign liabilities.

In July 1985 Peru fixed a limit
of 10 percent, and at the beginning
of . this year Nigeria adopted a
ceiling of 30 percent.

The actions of these nations
have heen complemented by an in-
creasing reluctance to seek finan-
clal assistance from the IMF.
Debtor nations are starting to
seize the initiative from the IMF
and the creditor banks.

UNILATERAL RESCHEDULING

In other words, the balance of
power in the foreign debt struggle
is beginning to tilt in favour of the
debtors.

Until recently, foreign debt ne-
gotiations were based on the prin-
ciple that existing loan agree-
ments were inviolable except
when creditirs decided to grant
reschedulings or concessions to
the debtors.

Debtor nations were obliged to
adjust their economies to ensure
that their foreign debts were ser-
viced.nThis principle has clearly
been impaired by the recent uni-
lateral reschedulings of countries
such as Peru and Nigeria.

Several factnrﬁ have contribut-
ed to.an- mcreasmgly recalcitrant
posture.jon; the part of debtors.
Apart from’ increasing disillusion-
ment with policies’‘the IMF pre-
scribes, there are signs that South

ﬂ

year may have exerted a demon-
strable effect.

South Africa has traditionally
enjoyed a high international eredit
status, has adhered to the policy
prescriptions of the IMF in recent
years, and is recording substantial
surpluses on its current account.

If South Africa can resort to a
standstill, some other debtor na-
tions may well feel inclined to opt
for forms of unilateral action.

Such an attitude may be further
strengthened by the apparent re-
fusal of Western governments
(West Germany, Holland and
France) to accept any responsibili-
ties for the debts contracted on
their behalf by the International
Tin Council.

This has highlighted difficulties
faced by banks in forcing soverign
debtors to abide by loan agree-
ments. Obstacles in the way of
suing debtor nations are becoming
more visible.

UNFOUNDED OPTIMISM

There are now strong demands
for arguing that other countries
will follow the lead set by Peru
and Nigeria. The implications of
any such moves will depend partly
on the level of the ceilings adopted
for debt servicing. Assuming no
capital is repaid, ceilings which
are in line with existing debt ser-
vice ratios would serve little pur-
pose since they would provide no
relief for debtor countries.

It is only realistic to assume
that the limits would be lower.
The lower the ceilings the larger
the reductions in the burdens of
debt servicing.

Some commenators say such de-
velopments need not necessarily
precipitate an international bank-
ing crisis. They argue that interest
paymenis nof met by debtor coun-
tries can be rolled over into new
foreign loans. Although the total
foreign debt of such countries
would therefore increase, there
may still be an improvement over
time in the debt to export ratio as

- export proceeds rise at a faster

rate than debt obligations. ,
One can, however, view such op-
timism as unfounded. Such a fa-
vourable outcome would not be
possible if the debt ceilings on ex-
port proceeds, which are em-
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ployed to service interest:.pay-
ments, are pitched below certam
levels. ]
What is more, unilateral resche-
dulings entail particular difficul-
ties for US banks Such reschedul-
ings mean that interest arrears to
US banks on certain foreign loans
would go beyond the 180-day limit
which bank regulators use in that
country as a guideline in declar::-
a nation’s loans value impaired::
Any downgrading of fui‘:'.__
loans by the US regulators w: .
mean that banks would havﬂ
write off part of their loan po £
l10s. If this practice develops,:¢on-
fidence in the stability of the-u-
banking system could be pivgi:
sively undermined. " opan
On top of this, any limits on:
servicing payments which are
lateraliy imposed on banks:
be interpreted in some quar
a prelude to an abandon
any pretence to servicem..lm
debts. In this context, it is In
tant to appreciate that in one,
spect debtor countries could #-
be tempted to repudiate theirsi§
Elgﬂ debts. A .;_ 3
‘ibr”irtuall:,r

all commentaty
agree that in the next few yea 55
least debtor nations will tend tﬂia
forced to make debt servicing 5av
ments are far in excess of any nc?’
foreign capital they receive:. *iﬁ
CONCERTED ACTION ;,ﬁ,
In these circumstances, the dan-
ger arises that some debtors will
conclude that their overall- bal-
ance of payments positions:: ;wﬂl
improve if they cancel theu* ofar:
eign debts. . R
Recent speculation abuut e
possibility of the major Wﬂﬂfﬂm
nations taking concerted actmn :
bring down interest rates shm
be judged in the light of the d..u.
gers posed by Third World debir’
Any fall in such rates;,.
help reduce the servicing ﬁDStS
this debt and stimulate eraim..
growth in the world at::) m:,r-
thereby aiding exports of dE'vﬂ::
ing,countries, 2 fﬁ;tra]
Failype to bring: interest ra
down will not necessanlyrbe T
tive for gold since theystrains: -
the international hanki”fi‘é“?v
may yet become even mure 2V~
ble. b

_.I.""_"
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Africa’s foreign dept standstill last
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the sensitive

Times, in"a consig
developmients.
There is no

should rise thjg year, he sayst.;;,tq:deed,
there is weighty evidence to '{fié co.
trary, “but a Still, quiet vojce ¢ s me

)

that the average for 1986 could 'be re-

Gold averaged $318 an :‘::unce last
- year, its lowest average since 1978, and
much l{f,-ss than the $360 of 1984,

Investors had good reason to he dis-
enchanted. Since 1980 mine pProduction
in the West has risen by 25 percent.
Output last yeéar was 1149 tons, the
highest since 197 :

Nevertheless, Says Prest, gold bugs
are a resilient lot. =~ -

“The importance of last weekis
events was that they had clear] &4
Surrendered and Opened a Post. Office
account, despite the- ;:Iiscugfg?giggﬁ.ﬁsup-
ply and dermand forecagts T qu&%nd
Cheerless assessments off the hiich
- more elusive interest ang curfgﬁ&féx—-

. Change rateg,

]

. ge;gxtraurdinary sight of tumbling | ,

oil xﬁx:ices’ alone should frighten even S

the!magt stout-hearted ” ‘ 8
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| JSE all-gold index closes at record 1 307.9 AU M/

"~ BRIAN ZLOTNICK ang l Y " 7 Gold has firmed on the weaker dollar
, MERVYN HARRIS I_@UNG FRESH PEAKS and fears that sliding oil prices pose a
] j T 1320 [EI'.L GOLD INDEX significant threat to the U banking sys-
A NEW mood of optimism swept the 1300 i ks tem — because of loans to Texan ofl
Johanneshurg Stock Exchange yes- I I producers and the Third World oil pro-
| terday with gold shares powering 1280 ducers.
| their way to fresh eaks, 1260 i Some analysts believe that if the gold
| , The JSE all-gold index smashed 1240 : price holds agove $345, and the rand gold
through last Tuesday’s record of 1279, I :5'251515: " price remains at about R800/ounce, gold
with quality gold stocks leading the field, 1220 o stocks still have further upside potential
togﬁl.?nge 9% higher on the day at a record 1200 'gﬁ :;s;s;;: in the short-term.
] : DAY Tt :
e - I Lynch gold analyst Warren
The index touched a high of 1312 be. 1180 i Merri £o4d_analys
: : ; 141516 17 20 21 22 23 2457 Myers notes that “UJS nstitutional buy-
g:;isprnﬂt-takmg rimmed some of the JAN 1986 erg have returned to the market and 80! d
Bullion held its own in the face of a = L Share trading activity has r ebounded”.
crack in the oil price and the commercial He adds that institutions are buying

rand closed a shade helow $045 — its The gilt market is also picking up in quality gold stocks as 2 hedge against US
highest level since the I‘e-impositi{}n of the wake of the StI'OIlgEI' rand, with some banking problems ﬂgwing from poor-

the two-tier rand in September. analysts now expecting the inflation rate quality loans to oil producers, and fears
HO;TEEFIEI‘, tl}': fine;{nc;al rand aSt $0,331  to eaktsouner 1E_l::laﬂ expected. of higher US inflation.

is well below its peak o 0,38 on Septem- nvestor confidence is gammng re- _— | "

ber 16. ’ $ P newed strength, -as gold at long last b One f‘ef“' tlsi;ltnhat th; SA author;gmg ?ﬁe
Its failure to keep pace with the com-  seems to have broken out of the narrow appy 1o let the rand rise, provided the

mercial rand’s sharp advance has helped trading range of below $345 it was locked |:J‘>

support gold ihare prices. into for over.a year. ® To Page 2 o
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COMPANIES

GOLD FIELDS of South Africa

(GF'SA) has produced scintillating

Eisults for the half-year to Decem-
.

Buoyed by higher inferims from its
gold producers, which enjoyed record
profits in the last two quarters of 1985,
GFSA has raised its interim dividend by
37,5% to 55¢ (40c), in line with market
expectations.

'Earnings a share increased by over
44% to 137c¢ from 95¢ in the first haif of
the previous financial year.

Attributable taxed profits were up at
R111,8m from R77.5m.

GFSA directors say in the interim
report that, given no undue decline in the
prevailing rand price of gold, year-end
earnings should show a satisfactory in-

| crease, although not at the same rate as

that achieved over the first six months
of the financial year,

Analysts expect total payment could
be 160c a share, up 40c on last year’s
120c. But the increased interim does not
necessarily indicate a similar rise in the
final.

GF'SA has a conservative record. The
dividend total stuck at 100¢ a share for
three years hefore the 20c lift last year.
_ It is too early in the year.to venture
any projection of gold’s trend.

However, the recent fast rise followed
by vesterday’s sudden fall in the dollar
gold price to below some chartists’ resis-
tance level of $345, plus the decline in
the rand gold price to R746, point to a
volatile year for gold and its producers.

GFSA shares have performed well
over the past year, more than doubling
from the February 1985 low of R2b to a
high of R43 at the end -of last month.

The stock is highly rated in the mining
house sector, with dividend yield at a
historic 2,8%, on a par with seldom-

19 22 ,
AUG OCT DEC FEB
1985 1986

I LIZ ROUSE | ‘

traded Anglovaal stocks.

It declined 100c to R41,50 yesterday, in
line with the general retreat on the
JSE’s mining board. .

GFSA shares are favoured by inves-
tors who like its high gold content. Gold
investments accounted for 77% of in-
come in the year to June 1885, the jewels
in GF'SA’s.crown heing-giant Driefontein
and high-grade Kloof. ' .

Income’,from. ifveéstinénts ‘rose by
37,6%-to*R113m*(R82;Iin) “in"‘the six
months to December, thanks to:higher
interim payments from Dries, Kloof, Li-
banon, Venterspost, Doornfonteéin and
Deelkraal. :

The group’s coal and base-metal com-
panies, which contributed 12% to in-
come last year, had mixed fortunes in
the December quarter. Lead/zinc/cop-
per producer, Black Mountain; (55%
held), continued to increase profits, re-
ducing its debt load to R30m. Results of
coal producers Apex and Clydesdale
were satisfactory.
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Financial Staf

Confirming market ex-
pectations, the Gold
Fields group has come up
with sparkling results for
the six months to Decem-
ber 31, enabling the
group to raise the divi-
dend to 55¢ frem 40c pre-
viously.

Earnings a share in-
creased by 44 percent to
137¢ from 95c in the six
months, from an attribut-

ble profit of R111,8 mil- crease
lion versus R77,5 million. from R121,9 millien in

The directors say that the same period of 1984.

pruviding‘ thgre is no At the pretax level
undue decline in the pre- o rpnings rose to
vailing rand gold price, Rj137 ¢ million from

net earnings for the year pgg9 7 million, but a
should increase satisfac- sharply higher tax of

torily but not at the same  pg g'million (R5,5 mil-

level as during the first lion) and minorities of

six months. R0,3 million (R0,2 mil-
Total revenue, includ- lion), held back the rise in

ing income from invest- earnings at the bottom |
ments and interest, in- line. |
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fore then they all were considered SA
citizens.

“It’s no good saging things are getting
better. The world will only beheve it
when we, the vmtims say: Yas apartheid

is dlsa
W evelopments in this di-
on would mclude the lifting of

emergency restrictions, withdrawal of
troops from the tuwnsh1ps an end to the
creat.mn of “independent bantustans”
and forced removals, the release of poli-
tical prisoners, an amnesty for exiles
and negotiations with authentic leaders
on black representation in government.

Tutu reinterated his intention to call
for punitive economic sanctions against
SA if by March government had made no
significant moves in these directions.

e said he did not pretend to hold
much personal influence over Western
leaders, “but it will be symbolic action
on my part because I be deliberate-
ly breaking an unjust law”.

Tutu said his American tour, durin
which he received several awards an
honours, had been a “resounding suc-
cess” in achieving its three objectives:
OTo thank the American people for
their support for justice, peace and

Tutu slams violence,

Bu >¢%rﬂr

.[Frnm pagse 1
recnnclhatl%) 54

O To intensify internatlunal attention on
SA because uf the official clampdown on
audio-visual media coverage of the
townshﬁ
1'To raise funds for his diocese &‘nﬂ for
his refugee fund,

The Bishop said his visit had helped
raise almost $lm for the Angli

Church. The money would help rnvide
aid for families of policticatl rﬁo

detainees and nther apartheid vi

During his 12 city tour Tutu met tl:te
US Vice President Geurge Bush; Sena-
tors Garry Hart, Ted Kennedy, and Jes-
se Jacksson, and personalities such as
Jane Fonda Bill Cosby and Coretta
King, wife of assasinated human rights
leader Martin Luther King.

Tutu said that while there had been
much publicity given to those who criti-
cised , “many of my flock (who are
white) are most supportive. It is mis-
chieveous in the extreme for newspa-
agrs and television to exacerbate racial

nsion when we are seeking to work
together.”

Gold at new

rand gold price trades at about
R800/ounce.

Yesterday’s surge on the gold board
was led by the Anglo American Free
State mines, before today’s shareholders’
vote to approve the merger of these
mines.

“The US gold funds exﬁct today’s vote
to be very cluse ? says

President Steyn featured with a 775¢

or 13,1% jump to R66,75.

r"'-"

highs'8 I

. Frnm Page

With the Continent still an agressive
buyer of gold stocks and the local institu-
tions buying quality stocks, beliwether
Vaal Reefs moved up R13 or 6% to 2 new
high of R245, with R3 3m worth of shares
changing hands.

Dealers warn that the market is ex-
tremely volatile.

i (BT TR ECEN ., A y

-
- rE

-+ &

- Bem wm - my -




| PN PRE 11 A s = 1.9
i g n?ealhqg&g?g%; ial nf?tz!lli 11 dlmlnlSh |

should diminish in future and, with the 0 STIGLINGH
unstable base for non-gold GDP growth, &old price is taken into account,” Hough
#y| this would lead to increasing unemploy- ~ said. | N

-] 'ment, says Koos Hough of the CSIR’s He saw the trend towards instability
.:ff| Group for Techno-Economic Services.  in both gold and non-gold growth rates

. as “disturbing”, and even more so the
< H“‘;E?ugl‘gnal;_?s{l% .tECh“TE“&J“”T};"i " fact that GDI-S’ growth without gold'had
ymp reoria yesierday that — gactabilised faster than growth ‘with

the added value from SA’s gold was gold
deflmmg. _ “Keeping in mind gold’s irregular con-
The dynamo of South Africa’s eco- tribution to the GDP, it is clear why the
&d| omy is breaking down and worse is to GDP growth rate has become increas-
come rllf the Imminent decrease in the  ingly unstable,” Hough said.
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=~ higher duties of Japanese industry, ges
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-based, according to an inves ation of
tundamentals by Barc

lays chief economist

— . Withdevelopments In the oi] market veinforcing an

jnternational d of lower inflation there appeared
to be little to tavour tﬁoltll;s role as a hedge against
e

inflation, he said in
Brief.

test Barclays Business

Even if there were a change in the intervention
policies of the G-5 nations, there would probably be
enough slack in those economies to ensure a resur.
gence of inflation did not occur for some time.

émans added that gold had not necessarily
benefited from its role as a hedge against inflatio
but rather from the security-haven aspect which ha

a ed to inogga;ohm.
anuary’s ce surge
Ty Tt thngSE All Gold

boosted local financial

dex reached new highs,

—- rand recovered to $0,46 and cagijtal market ylelds
~===:, despite new inflation rate ghs.
_ Coupled with renewed ngtlmiam onr the political

xon after the President

W Botha’s opening-of-

“w AAIEt smh the performance of the gold

. .==d gre
—-== for the economy.

’ rice
of confidence In the m umfenn

of the international banking sys-

.- $he metal’s long-term trend, In the presence of
““iizlienary forees, looked less favourable.

LY . ' ' /
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w, -
maturi_ggproﬂle of this amount. Howey- >
er, of SA's total foreign debt, 63% 1is
short-term

On the othey hand, one major bank was 0D the be

)

LTPLASCON Pirthenon Western Cape, Municipal Workers” Union, is president.

SA miéht repay—
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ance of payments will benefit

from the lower oil price.

borrowing money on a short-term basis he hi
in offshori-!e mhrkits and lending it on a weBeg L

er rand value of recent
epress the buoyant rang

medium-term basis to clients, particu-  price of kold and perhaps encourage fur-

larly, it is believed, to government. er impprting. On balance, it seems the
This suggests that the maturity profile ~ current decount balance will remain at
inf:tay be longer tha? ttlflg avremgcisiB ﬁﬁ:nﬁ. 133;3 Ars levels,
» 58y, & quarter o money jis 8 2T ireports that b
term the State will have to repay $358m e gt Pe?al ldwtbéﬁgrmt%l?ggg

(760m) this year. | &
5 ou%gsa%ll]

- Banks

$3,5bn (R7,38bn) in t 8, Eer:j'ley’d?lg n the debt red b |
n n overnment guaran- ebt cove th
trade cn-etzl : tandstill y e

The other concern i3 with trade
finance and trade credit, which are ex- -
cluded from the standstill net.

At the end of Septemiber tiere ﬁ

teed ts and a further $165bnp 8

one senior banker believes all of it will

He estimates there could even be g Th
small gain. Bothae's

rent account surplus’ remains at the mate

SA’s cur- throu%

16bn) in short-term trade eredits. In addi ion, the
%’ch of this will have to be repaid, but banks the dption to &?&”ﬁ?‘" giv?

refh.h?ced by further credits, on the rlﬁes of not less than three ears, at
t the business will be too lucra-  interest rates th 4
tive to turn down. counterparts in ?A‘wlll negotiaf‘l'ate with

‘bankers said President PW .
recent proposal on political re-

Overall, SA could be | forms were not seen as a major break-
yi: this Wkiftg i Tepay but at least im;;rovejd the cli-

r talks.

same level as last year's $3,325hn (7bn), While the question of interest rates

cae rcafayments will account for the peeds to be & dressed, bankers said the

t E-oposals included many suggestions

Assuming no significant sanctions are ey offered Leutwiler in response to the
imposed on SA, then the current account proposal from SA in December.

T T gy - —_

Political comment in this issue by

Lohtnouse. rascinesandsbonmny | 9861 L1 XAV
by Gordon Amos. All of 171 Main

» Johannesburg.

as to reach an aceorg
W the standstill to expirethgxf

be asked to roll over volun- - -
March 1987, payments that

rm debt into notes with matu-

|
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Aarkets

By Duncan Cullings

As gold and platinum prices .
-bounded ahead on world bullion”
markets yesterday and cnnfl-;u
..dence continues to grow ahead
ﬁuf today’s debt rescheduling .
tatks and over the econpmy-gen-
érallyﬂ the, rand enjoyed.another

V?ri" E““d day on the lncai fﬂ‘r-l e

g mgn e:gchange: :

e Stnek éxchange prices t0o
i Weresboyant with both the

' market<and foreign exchange
Yargely ignoring the renewed

s she

"The rand pushed through the
49 US cents barrier to close
. nearly a cent higher at 49,20c
and is now very close to the 50c

‘mark which many dealers have

been forecasting will be

broached by the end of this

menth.

Trading was moderately ac-
tive yesterday with both import-
er and exporter activity evident
in the market, while the Re-
serve Bank continued to play its
usual stabilising role.

oW co%deno )

Africa helped push platinum
prices to their highest levels for
19 months in active trading,
with the metal nearing $400 an
ounce before it backtracked in
late trading.

Platinum 1s expected to be
the star performer among pre-
cious metals this year, accord-
ing to an industry analyst who
forecast an average price this
year of $450.

Following platinum, and
helped by further weakness of

the dollar on world for-
.’ eign exchanges, gold also
firmed sharply yesterday
to frade at one stage
around the $341 mark
* Hnwever, the metal
eased in US trading and
currently stands around |

$337 in the Far East,

F'r 1
4




FOREIGN EXCHANGE
=TT
Guiding role , SKG -

The rand continues its climb — - despite the
falling gold price — largely on Reserve Bank
support, import demand and a weakening |
dollar. The Bank is mostly acting through
brokers, rather than directly with the banks.
The market is quiet.

Deqlers are complimentary of the way the
Bank is gradually moving the currency, They
feel the debt rescheduling meeting is unlikely
to ha}re a major impact, though there could |
be slight importer cover-taking. They are
clci}dnﬁdcnt the Bank will prevent a major
slide.

The rand has appreciated over 33%

over fiscal policy developments after the
Gramm-Rudman budget balancing bill was

declared unconstitutional. The judgment has
been appealed but a final ruling may not be
made before mid-year. Market expectation
i1s that delay on a deficit reduction agreement
will translate into reduced chances of aggres-
sive easing of monetary policy.

Of major currencies, sterling recorded the
least advance against the dollar. It lost con-
siderable ground as the UK government re-
jected oil production cutbacks. The Bank of
England is also refraining from using the
interest rate weapon to stimulate sterling. 1

Cit e b bemiey PR ™ e e e -



A yield of more tsan 12% would
seem to indicate that mope serious
disturbances in §a &re on the cards

t the outlook is Dot yet bright
€aough for a return to e figures,

.
']

: ri expected

! £ect1ve gross dividend yield of in the year, ag it appears to be doing

: to overseas investors, 80 now. }
' the face of a gold price which the However, the maggr factor against

] : believes has a limited downside g "apid rise s still the Rusgians, who

f + but a relativel g]radual Dear-terin  could again this year undertake !

* ' &rowth potential, the rating is heavy gelling to Compensate for g

ought to be reasonaple, sharply lower oi) revenues,

— i



Errati puzzles analysts

be defying the basic rudimbénts

By Charles Johnstone 941.0 1.8 ;
Holcom Commodity Brokers el AL Spot gold price in dollars J34s.6  ©Of fundamental and technical
_ 246, 2 248.2 analysis, how might one best
;a;il; ; wegk ﬂwas hcﬁrtaml}’ 2 e 3, 3}% e g  lorecast the short-term moves?
a m i : v Ja3s.
pEI‘iﬂd mlll thse ggel:;]v a?-ld ?ﬁgﬁﬁ:ﬂﬁ 339.4 L 1339.4 OI'I_E indicator above all- is
exchanges, 339.8 [ 1333.8 proving to b{? guite EffEEti?Eh,'thE
Platinum continued its relent-  338.5 |ass.s  Contrary Opinion theory.
less surge on the Impala produc- 38,2 [ 1asg Each week a survey is done
tion news at a high of $422 an &l 1?82 and statistics are released out of
ounce on Tuesday. Gold re. 7 °f 13378 New York pertaining to traders"”
sponding to news of strike ac- ¥} {3374 overall bearish or bullish opjn- -
|- tion, attained healthier levels of ~ 337-® jere lon of any one market. lodi
above $350. 336.6 J335.6 Should the percentage consen- -:
336.2 ¥R 28 sus fall heavily in favour of:the

Dealers and jobbers remain

extremely sensitive to bullish U 6 g 110 11z g g G 28 22 1sh2T4TiET 3 mres  bulls this is often indicative of a

REUTER WONITOR GRAPHILS

news emanating from South
Africa, so it was something of a
surprise when the markets
turned down again sharply on
Thursday evening with gold los-
ing all its ground and platinum
falling by some $30.

One analyst remarked: “We
kept searching throughout the
day for a major fundamental
reason to account for the sharp
sell-off, but most traders ap-
peared at a loss for reasons.”

.-, However, he made a point

about this sort of action which is
becoming increasingly familiar.
“The market has become ex-
tremely volatile and nervous of
late with no obvious trend, so
when a big seller appears, ques-
tions aren’t asked. Dealers just
scramble to dump their posi-
tions and the herd follows.”

It has been a particularly
hard time for analysts of late,
especially since many of these

erratic moves appear illogical.

Not so long age the strong
dollar accounted for gold slip-
ping to $280, yet the subsequent
weakening of the dollar has
played little or no part in the
yellow metal’s behaviour since.

Perhaps analysts have been
guilty of trying to pick major
trends where none exist, espe-
cially in a market that has been
trading broadly sideways for

some time.
S0 when a market appears to

price decline. Naturally ’the
higher a market goes the more
bullish traders tend to become
and vice versa, but these ex-
treme perceptions offer classic~
warning signs.

As with gold last week there
was an increasingly bullish con-
sensus prior to the sharp de-
cline, so perhaps for the short
term while irrationality pre-
vails the Simplistic Contrary
opinion theory offers the best

form of forecast.
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thereof and the Department 15 and (ii) new medicines =E,...\w~ in common " (b) December 1983—26 per cent (b) (i) N
accordingly not in possession of use? : Wmnmﬂaﬂ 1084—21 per cent (1) No.
tatistics in this regard. ” ecember 1985—4 ™
- : The MINISTER OF NATIONAL . per cent. _ (i) Zambia—No.
(3) (a) (1) 13, . Im}ﬁwi. AND POPULATION DEVEL- i (3) No gold was pledged. The Reserve Zimbabwe—Yes.
) OPMENT: : Bank only engages in direct sales and
(ii) 610. (@) 995 m swap transactions. > ; 1984/85 1985/86
a : I: ress an
() 1984 .o.vveeiinnenns 4l . (4) No gold was sold f magazines... R57 696
® O 1985 .0 ovennenaneacnss 19 (b) (i) and (ii}: Information not readily M orward. Television . ... R20 698 WMW wwm
available. : metables/advertisements
(ii) 1984 ..ovvreerrnnnes 22 W_ S on (3) (2)and (b) No.
1085 . .vverarannnnnns 04 . Mr W V RAW asked the Mini |
o .Eéa NM.MEE 290 Transport Affairs: nister of (i) and (ii) Fall away.
- CoS\.
: . ti 31T Mr L OFBERG asked t -
Ermelo: new railway station o ot Finance:d - § (1) %ﬁhﬁw m mn__wﬂ u }Mmmm: Airways (4) No.
517. Mr W V RAW asked the Minister of S w - , . published in (a) South
Transport Affairs: {1) @ wa..n gold es of the %c@mmmm Development Co-ordinating g%ﬁ&mﬁum% ° s
South African Reserve Bank at the (i) Nmm_.mwnw and (b)(i) Zambian and 250. Mr A B WIDMAN wm..,...‘?“..”. - "
© (1) Whether a new railway station has end of 1983, 1984 and 1985, respect- or an HH% wean Airways timetables ter of Communications: > |
been built at Ermelo; if so, (a) when ively; _ y other specified publications; /W_%&U ..
and (b) at what cost; . . . How man . —
®) (2) whether any of these gold reserves . (2) H%wmﬁw%“ . Mﬁm um.ann_”_w African Ajrways  tablishment wmﬁmww %mﬂgﬁm MMW:MMW& -
(2) ~whether this station has been put into are kept abroad; if so, (a) why and i) Zimb _um in the {i} Zambian and ant as at 31 December 1985? © vac-
! use; if so; when; if not, why not? (b) what percentage I respect of M& radio Mﬂ Hmmw H_M.MM and (b) on the ]
each of these years; 1) television services of The MINISTER O ﬂ
The MINISTER OF TRANSPORT AF- - mﬁm countries; if so, what amount TIONS: F COMMUNICA-
FAIRS: (3) whether any gold had been piedged anch pent on such advertisements in
at the end of these wme.H if so, ﬁsmw these Mwﬂm_mﬂmmmw : hmwﬁn_mﬂ wm :nmm.._._ of 2 055—based on the authorised estab-
: was the value thereof in respect O : ach of the latest lish
(1) Yes cach such year: wwmwm.m.w _M_E years for which figures shment of the Department.
(a) Officially opened on 23 April . arabies Postmen: salarles
- 1979. (4) whether any gold had been sold In (3) whether th .
advance at the end of these years; HM. nmnmm.wmm,ﬂwﬁw Mﬁmww of Hm.m mu.mzw Afri- 252. Mr A B WIDMAN asked the Minis
20 000. so, to what agencies in respect O . ces Travel Bureau ter of Co i -
(b) RS each such wmmﬂ% Mﬂmmmwmw Hwﬂﬂuam (b) m»_m_wﬁmwu were A mmunications:
7} Yes. Since April 1979 the station is cuons o1 the Zimbab- 1) How many (a) White, (b) Colo #
2 being operated as a passenger stop The MINISTER OF FINANCE: Hham_mmvmﬂﬂmm”wammr it so, (i) when (c}) Asian and (d) m_ﬁmnvw ﬁumﬁwm ;
and the station buildings are ___unmnm i el . easons were furnished; Munamm employed by the Post Office in |
tiksed for other departmental pur- alue  Fine ounce . e latest specified ve .
wcmmm. P d (R million) (million) (4) Mﬁ&ﬂ a _md. is n_.um_.mmn on South figures are m%&.mgn. year for which ._,
(1} December EEHM.._ b_ﬂmﬁ M_Hnwmﬁ to other (2) wheth | |
€ es sold in Zimbabwe; if so, whether the sal
Medicines Control Council 1983 ...... 3230 7,790 _ what are the relevant particulars in yet reached the M-Nmmﬁw‘u_._mmww_ MMM H.www
. December this regard? of pay is the same for postmen of all
219. Mr W V RAW asked the Minister of 1984 ...... 4047 7,365 _H population groups; if not, (a) why not
National Health and Population Develop- December s g1 mﬁ.ﬂﬂm MINISTER OF TRANSPORT AF- and (b) when is it mu&.ﬁﬁmﬁnwﬁﬂ
m. e respective ra ,
(a) How many applications Emﬂm ﬁmnam (2) Yes. : ” (1) (a) No. P tes?
ing before the Medicines Control ounci . : : . The MINI
mﬁm&m end of 1985 and (b) how many of (a) To have gold available abroad | (b) (i) and (i) Yes. TIONS: STER OF COMMUNICA- m
these applications were lodged in each for prompt delivery 1n the impie- |; 2) (a) () No ]
year prior to 1985 in respect of (i) medi- mentation of the Reserve [y : (1) (a) 2 103; j
“ines already on sale in other countries / Banks’s gold marketing strategy. 4, (ii) Yes. (b) 1145 <
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(Gold 5t/$338 50

[ GOLD traded at $338,50 an ounce in Hong Kong to-

day, up from yesterday’s $336 London close, reports
Reuter,

The US dollar was quoted at 178,90 yen on the To.-
kyo foreign exchange market today, down from yes-

.j terday’s 180,00 close.

The dollar declineg against most key currencies

in US trading yesterday aiter moving generally

Persistent but unconfirmed reports that major in-
dustrial nations are considering measures to stabi-

lise foreign exchange markets have subdyed trading
and made dealers reluctant to alter their holdings
| significantly.

According to reports published in the United
States and abroad, the exchange rate topic will be

| high on the agenda when the Seven-nation summit is

I

held in Tokyo in May., -

-—
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By Gareth Costa

‘The gold price for 1986 is esti-
-mated to average about $350 an
‘ounce within a trading range of
$310 and $380-$400 making gold
shares attractive investments,

- But beware if the price falls
out of bed because SA will be

‘the first to feel the crunch,
Warns Mr Jim Ainsworth, a
“mining and metals consultant
+or 8G Warburg, Rowe & Pit-
man, Akroyd (Rowak) of Lon-
‘don,

Mr Ainsworth, on his annual
*isit to South Africa, said yes-
terday the gold price should
%rade at about 10 percent more
I han last ‘year’s average, al-
Ei:huugh the various .fundamen-
tals are mixed.

3‘% He said inflation rates are
likely to go lower in developed
countries; a weaker dollar will

Vsee increasing gold demand;
Japan will buy more bullion for

wjewellery and interest rates are

¢ set to fall marginally.

et A banking crisis caused by the

-Jlower oil price could also stimu-
late demand, together with the

+AW0 wild cards for 1986 — the

wPpossible interuption in supply
from SA and any curtailment of

. financial arrangements between

the US and Libya, which could

i
"

-

4

spark Middle East demand.

He said that his firm would
continue to advise clients to pur-
chase gold shares. The gold
funds in the US and Europe are
experiencing net cash inflows,
but some are under pressure to
reduce their South African hold-
ings.

He added that the liquidity of
the South African market re-
matned attractive to overseas
investors and, if the cash flow
remains positive, foreign inves-
tors will continue to be interest-
ed, but there could be aa move
towards Canadian shares,

COMPARISONS

Mr Ainsworth said it is hard
to compare thé South African
gold shares with those of the US,
Canada and Australia. The rea-
sons are the difference in ac-
counting practices and the fact
that South African mines are
restricted to one lease area only
In which to prospect.

Other reasons are that pure
gold companies in the US are
limited, and even the biggest
ones receive only 30 percent of
their profit from gold.

Canadian mines are highly
priced as they are deemed to be
speculative and are also close to

‘Higher average price expe

the US.

Australian shares are per-
ceived to have short lives, and
are hard to come by anyway
while there was a possibility of
taxes being imposed on gold
mines there,

Mr Ainsworth warns that
there is going to be a strong ex-
pansion of gold production over
the next five years in Australia,
Brazil, US, Canada and South
East Asia.

These increases are not ex-
pected to affect the gold price
as it will be accompanied by in-
creases in demand, particularly
for jewellery, but providing al-
ternative gold share invest-
Jnents. —

Gold continues to top the list
for metal exploration, but plati-
num and chrome are both begin-
ning to grow in significance.

“Base metals performed
poorly in 1985 with only alu-
minium showing a 1,2 percent
increase in demand over 1984,
despite a GNP growth in OECD
countries,” said Mr Ainsworth.

Precious metals had held up
well in comparison, despite low
inflation, increased Russian sell-
ing, higher levels ©of production
and more sophisticated selling
practices by many of the smali

dsm];!aggl |

.t T
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producers. However speculators
have deserted all but the “gold
market for the more lucrative
currency and index variatiops.

COPPER e

Of copper, Mr Ainsworth gaid
that supply is low, with certait
mines in the US having beer
turned off and Western world,
capacity utilisation still well"
under 80 percent. The mediump
term outlook for copper re-}i.|
volves around the ability of US ~
producers to make further cost
reductions, which will ensyre’
the present over-capacity con® }f
tinues for the next five years:sf. |

Platinum will remain at’a:"}
premium-to goid for the ‘fi 12
half of the ¥ear, but this WiilFbe
narrowed in the second, said Mr
Alnsworth. Motor manufactur-
€rs are starting to stock up for
the time when reguiations de-
mand catalysts in exhaust sys-
tems, and the metal is becoming
more popular in jewellery, The

Impala strike was a factor in
the price rise, and he expects
the trading range to between .
$340 and $425 an ounce. ‘

Mr Ainsworth strongly rec-
ommends De Beers shares in the
light of the increase in demand
for smaller diamonds.

- - —
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' or revenue accounts; if so, (i) to which  The MINISTER OF MINERAL AND Descrintio . Quanti \Y
Development Boards, (ii) what is the total ENERGY AFFAIRS: pron Country of Origin K e
amount of these loans and (iii) when does . . | Italy 1174 23 886
he anticipate that repayment witll be Yes, apart from coal, also in respect of | Other unspecified
made? | tiger’s eye and emeralds. countries 7894 27798
The MINISTER OF CONSTITUTION- (a) By means of permit control in terms Other meat of swine Wnﬂuaﬁw Mwwwm 301 569
AL DEVELOPMENT AND PLANNING: of the relevant legislation and export Fran 13210 wawmm
control reguiations. M.Mm%wm p Lot
a) Bridging loans—Yes.
@) B . (b) This aspect does not rest with the de- ﬂmm_ﬂ Mm_m www.w
(i) Development . partment of Mineral and Energy Af- Other unsoecified
Board (i} Amount fairs. countries P 463 2119
Natalia R16 497 000 QA ¥ orted mea
East Rand R1§ 372 000 CSh %NU .
Oranje-Vaal R20000 000 204 MrR W m>wu_zm sked the Other mﬂﬁzmn ] MM wwwm
Minister of Finance: Ttal 512 1517
(iii) Repayment will be considered as m,&@ Ww Hmwmwm 574 5146
soon as the new sources of rev- 1) What was the quantity and (b) Australia 16712 17782
enue for the local authorities value of the (i) tinned, (ii) processed, Other unspecified
have been realised and will de- (1if) cured and (iv) spiced meat that countries P 7 040 12 165
pend on the extent of the new was imported into the Republic in the .
~ sources of income. latest specified year for which figures .
- are available: Sausages and H._.ﬁ like of meat,
(b) Other loans— K * meat offal or animal blood:
M\F\ﬂ_ﬁz ru - (2) what was the country of orgin in Other in airtight metal con-
Coal/minerals; ¢ each case? tainers UK 1584 3412
RCoOL 375 - W Germany 3574 17 261
233. Mr L F STOFBIT a¢ The MINISTER OF FINANCE: France 117 1299
ister of Mineral and m:ﬂ.mw ?4 irs:t Switzeriand 936 7871
The import statistics can unfortunately Spain 3428 20 184
Whether he exercises control over ex- not be furnished in the format as request- Italy 25 497 g8 349
ports of coal and minerals; if so (a) in ed. Import statistics of meat according to Hong Kong 731 6 490
what way and (b) what procedure is fol- the classifications in the Customs and Ex- Other unspecified
lowed in determining whether the yields mn cise Tariff are however furnished for the countries 78 265
respect of such exports are correct for ex- period 1 November 1984 to 31 October
change and tax purposes? 1985. Other Denmark 1301 6558
W Germany 2779 22244
France 31713 252 121
Austria 980 7058
: Ital 20479 90948
Description Country of Origin D:MM:Q Swnm OEW_. unspecified
countries 1108 6702
Meat and edible meat offals,
salted, in brine, dried or Other prepared or preserved
smoked: meat or meat offal:
Ham Belgium 258 1061 Bacon and Ham W Germany 242 2108
W Germany . 054 0438 France 25207 200 523
- France _ 12282 A0 Switzerland 78 1517
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‘Golds ease, ]

{
Gold shares closed m :
Johannesburg Stock Exchange, but were
above their early lows as the bullion price
held steady and the rand eased slightly,
dealers said.

Randfontein closed R2 down at R265 and
Kinross 75c easier at R4b, while cheaper
gold share losses ranged to 30c, as in
[.oraine at R13,50. But Southvaal was
among a few gainers, adding 100c at R116.

The financial rand traded lower at 34,70
US cents against Thursday's 35,50 close
while the Krugerrand lost R5 at R718, they
added.

« Mining financials and other minings
wwere mostly firmer, with Gencor rising
5 75c at R40 after annual resulis, while Rus-

slightly down

tenburg Platinum firmed 50c at *R'azfso’;fd'ia- ;

mond share De Beers 5¢ at R20,15 and cop-
per share Palamin 25¢ at R21,50. Samancor
rose 10c at R7,80.

In insurances, new listing Lifegro ended
slightly lower at 333c against a 395c close
after its debut on Thursday.

Industrials closed in mixed in fairly ac-
tive trading with 50 shares up, 36 down and
about 50 unchanged.

Shortly before the finish the JSE all;gold
index stood at 1218,3 against a 1219,2'close
yesterday, bui above a midsession®1210,4,
while the industrial index was up slightly
at 1154,8 from Thursday’s 1150,9 firish <y

tTh

The overall index rose slightly-to $1409,4
from 1406,3.-— Sapa. .
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purchaser furnishes the seiler with a
declaration on the prescribed form
(Form VBS52). This measure was
aimed at tightening up control in re-
gard to the application of the exemp-
tion relating to the sale of goods
which are exported from the Repub-
lic. In addition, the matter of motor
vehicles sold in the Republic to pur-
chasers who allege that they are ordi-
nartly resident in Bophuthatswana
formed the subject of discussions on
an inter-governmental level and cer-
tain measures have been proposed in
order to put a stop to maipractices in
that regard.,

*4, Mr LF S OFBERG ‘s¢ked-th e
ter of Finance:t @ﬁ.m.. ..Umuﬁ h..‘.mwm...

Whether his Department exerciste-afy
control over the actual gold production of
gold mines in the period before exchange
and export centrol in respect of gold; if
not, (a) why not and.{b) what agency
exercised such control; if so, (i) what was
the nature of the control and (ii) how did
he determine (aa) when and {bb) at what
price gold was sold?

The MINISTER OF FINANCE:

The function of buying bullion from the
gold mines in South Africa was delegated by
the Minister of Finance to the South African
Reserve Bank as early as 1925.

This gold becomes the property of the
South African Reserve Bank, and is sold on
overseas markets in an orderly manner to
the best advantage of South Africa in terms
of the policy which has been in force for a
number of years.

Any profits or losses incurred during such
transactions are for account of the Treasury
as provided for in section 17A of the South
African Reserve Bank Act, 1944 (Act 29 of
1944) as amended.

A detailed statement of the “gold price
adjustments account” is furnished to Treas-
ury monthly in which are also set out the
prices at which the gold transactions have
taken place.

The South African Reserve Bank itself
exercises a strict control on purchases and

HaoA

sales of gold, and a computer printout con-
taining full particulars regarding each invidi-
dual transaction is furnished daily both to
the Governor and to the Deputy Governor
in charge of gold and foreign exchange trans-
actions. The dialy price of gold is determin-
ed by supply and demand on the different
markets and there can thus be no meaningful
average price for the thousands of transac-
tions taking place over the years.

ranvonc [t GUALSL?

Consumer pri

*5. Mr L F STOFB t -
ter for Administration and Economic Advi-
sory Services:t

Whether he will furnish the items mak-
ing up the so-called basket used in the cai-
culation of the consumer price index; if
s0, (a) what items make up the basket, (b)
how was the basket adjusted over the la-
test specified period of 10 years for which
information is available and (c) how is the
course of inflation calculated on the basis
of these data?

The MINISTER OF ADMINISTRA-
TION AND ECONOMIC ADVISORY
SERVICES (Reply laid upon the Tabie with
leave of House):

Yes. The so-called basket of items (i.e.
the different goods and services together
with their relative importance or weights)
which is used in the calculation of the con-
sumer price index was published as a
special article in the September 1978 issue
of the Bulletin of Statistics and copies of
this article are freely available on request.
A summarised form of the basket is in fact
published in each Statistical News Release
on the consumer price index. These news
releases are issued free of charge on a
monthly basis.

(a) The basket contains those consumer
goods and services purchased by an
average urban household. As the
consumer price index is separately
calculated for the lower, the middle
and jhigher income groups as well as

e F —m— = = o &
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for all income groups, virtually four
baskets exist.

In a summarised form, the basket
for all income groups compromises:

Food............ creenan 24 98%
Cold dninks and alcoholic
drinks................ 2,60%
Cigarettes, cigars and to-
bacco................ 1,69%
Clothing and footwear . . .. 8.77%
Housing and household
fueland power ....... . 19.67%
Furniture and equipment. . 3,98%
Household operation . . ... 4,96%
Medical care .. ... R 2.08%
Transport .............. 14,94%
Communication ......... (),99%
Recreation, entertainment
and reading matter. .. .. 4,16%
Education ............ . 0.82%
Personalcare......... e 2,85%
Other consumer goods
andservices...... e 5,41%
100,00%

[ have a copy of the detailed four
baskets for the disposal of the hon
member.

(b) The consumer price index is cal-
culated on basis of the Laspeyres
method of index calculation,
which means that the relative
importance of the goods and ser-
vices or the weights is kept con-
stant for a number of years. Up
to now the weights of the con-
sumer price index have been re-
vised approximately every ten
years without interim adjust-
ment. The weights currentiy in
use are based on the 1975 survey
of household expenditure which
wili be revised on basis of the
1985 survey. 1 have already ap-
proved the revision of the basket
(1.e. including the weights) on a
five yearly basis in future.

(c} The consumer price index meas-
ures the change in prices of con-

HoA

L .

sumer goods and services over
time. The rate of change of an
annual basis of this index is
usually defined as the annual
rate of infiation. It is calculated
by expressing the increase in the
consumer price index of a par-
ticular month since the same
month of the previous years as a
percentage of the value of the
index for the month concerned
in the previous year. In calculat-
ing the average infiation rate for
a year the arithmetic mean of
the indices of the twelve months
is compared to that of the pre-
vious year.

Johannesburg, Wolmarans Street:
building purchased

*6. Mr D J N MALCOMESS asked the
Minister of Transport Affairs:

(1} Whether the South African Transport
Services purchased a building in Wol-
marans Street, Johannesburg; if so,
(a) from whom, (b) at what price and
(¢) when;

(2) whether the South African Transport
Services did a vaiuation of the build-
ing at the time of purchase; if so,
what was the valuation; if not,

(3) whether a valuation of this building
was done by a body other than the
South African Transport Services; if
so, {a) on what date, (b) by what
body and (c¢) what was this valuation?

The MINISTER OF NATIONAL EDU-
CATION (for the Minister of Transport Af-

fairs):

(1) Yes.

(a) Netherlands
Limited.

(b) R11,75million.

Properties (Pty)

«{c) 31January 1986.
(2} Yes. R13 million.
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Gold lea
rand ma

rlr\sh N SENDZU
. R a dlp belo
$0,50 level, the commer
ained composu
yesterday hetween $0,4990 and $0
close square at $0,50. .‘fx;st;_i—,u.?

«The rand should be
$0,51 on the latest gold rally alune,

one anal ¥
Gold, fixed $351 15 in Londnn yester-

day, has leapt by ab bout $10 in the past
fow weeks while the rand has- harely

budged.
Bankers say the Reserve Bank: wants

the rand over $0 50, Yesterday-.it contin—
ued to be a dollar reservoir when the

lars all the tim
‘Market talk 15 ‘that the Reserve: Bank

pulled out t mid-afternoon on

shrmkin% the dollar su ply li ]
market. But the Bank is known to have a

had a stern word with one of
felt Was marking the rand down to sway

sentiment towards a weaker rand.




risis Ay fidt boost gold |

Banking ¢
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By Sven Liinsche
Several factors of vary
portance can influence TtHE
dollar price of gold in the
wake of any serious strains in
the international banking sys-
tem, says Professor Roger
Gidlow, special economic ad-
viser to the Reserve Bank.

In the March edition of the
Bank of Lisbon’s Economic
Focus he writes: “Even if the
international banking prob-
lems escalate the impact on
the gold price remains a po-
lemical issuve. Such problems
could induce a significant rise
in the gold price in the short
run. However the longer term
implications would depend on
the precise nature of these

@

problems and the responses of
the monetary authoritjes.”

It is sometimes asserted
that banking problems must

‘necessarily be good for gold.

Professor Gidlow feels that
this is untrue: “Despite the
nervousness surrounding the
international banking situa-
tion in the past three years, no
significant shift of funds into
gold appears to have tran-
spired. This can be largely
ascribed to the real interest
rates which have prevailed in
the major Western econo-
mies,” he says.

'He feels that if the banking
problem intensifies the de-
mand for gold could rise, as
governments may try to re-

ﬂate the economy and there-
y lower interest rates. which
cuuld lead to fears of in-

sereased inflation. -

“It should also be noted that
the implications of any Third
World debt crisis for gold
could depend partly upon
which debtor country sparked

- a erisis. The present problems

are critically centred on oil
producers such as Mexico,
which reflects the sharp drop
in pil prices.

“The latter in turn has dis-
inflationary implications, and
raises the possibility of extra
gold sales from the Soviet
Union. These two influences
are negative for gold,” he
Says.

\VJ =)

iedaio_hmgng |




Gold
_ $ 35 ﬁw

LONDON. — Gold closed
at its highest level since
the end of January after
making steady gains
backed by dollar weak-
hess, political uncer-
| tainty and short-cover-
ing before the weekend,
dealers said.

However, trading re-
mained very thin.

Gold closed at $353,75-
$354,25 compared with
an opening of 3$351,90-
$352,40 and Thursday's
close of $350,00-$350,50.

Gold opened stronger
on fears of violence in
South Africa connected
with yesterday’s anni-
versaries of the 1960
Sharpeville massacre
and a police shooting of
mourners at a funeral
last year, dealers said.

Support

But technicals pro-
vided the support for the
rise during the day, they
said, :
Although gold appears
to have consolidated
above the $350 level, the
thinness of the market
leaves it vulnerable to
sudden changes of senti-
ment on important news,
dealers said.

Most investors had
their eye on the Opec
meeting in Geneva but
were very uncertain
about its outcome or its
effects,

®In Zurich, gold
galned in late trading
following purchases in
the United States at the
opening of the New York
market, but dealers said
trading here was quiet
with no new factors,

®In Chicago, plati-
num prices soared to
new life-of-contract
highs because of fears of
heightened unrest in
south Africa, the world’s
largest platinum produe-
er.

Trading was active at
the New York mercan-
tile exchange on Thurs-
day, the eve of the anni-
versary of South Africa’s

London stocks after hours:
Blyvoors 635, Bracken 180,
Driefontein 18'2, E Rand Prop
5716, FreeGold 1112, Grootvlei
4716, Harmony 12", Leslie Gld
180, Randfont 92, SA Land Ex
185, Southvaal 38%, Stilfont
77w, Venters 6%, West Rand
319, Zandpan 74,

@;Eg/gghes

arricr

1960 Sharpeville massa-
cre.

The platinum® market
‘has been sensitive for
months to events in
South Africa and
reached the highest
levels in three years in
price action on Thurs-
day.

The key April plati-
num contract gained
$11,30 at $431,80 an
ounce.

Gold prices at the co-
mex started to keep pace
with platinum, but fell
short of the week’s high
and the April delivery
ended only $1,90 higher
at $352,70. — Sapa-Reu-
ter




Low 1nvestor interest G

By Sven Liinsche
The Investment sector of the
market contrived to be the
major factor in the price of gold
in 1985, with the supply of gold
being in excess of fabrication
and physical demand.

Writing in the annual reports
of Anglo American’s Transvaal
gold mines, Mr Peter Gush,
chairman of Vaal Reefs, West-
ern Deep Levels, Southvaal and
Elandsrand and Mr Theo Pre-
torius, chairman of Afrikander
Lease and Sallies, say that West-
ern World production of gold
last year showed a slight in-
crease over 1984, but that the
overall supply of gold did not
change substantially in 1985.

The limited investor’s interest
was reflected in the narrowest
annual trading range in dollars
seen in the gold market since
1977. Gold traded during the
year between $285 and $341 an
ounce, a range of only $56.

The chairmen feel that the re-
duction in gold consumption in
the coin sector has also contri-

QF 3R

buted to the d[pressed prices.

“Although gold consumption
for jewellery fabrication was
maintained, the ban on imports
of Krugerrands by the USA,
Japan and Commonwealth coun-
tries caused this significant re-
duction.

“Other coins have not yet
filled the void and overall the
surplus of gold remained to be
absorbed in investment markets
in competition with more fa-
vourable opportunities. De-
pressed prices were the immedi-
ate result,” they said.

The outlook for 1986 is more
favourable. The combination of
a lower dollar exchange rate
and concerns of an international
banking crisis as a result of the
sharp reductions in world crude
oil prices, have pushed the gold
price into a yet unstable, but
likely, new range of $330-360.

“The recovery in the price of
gold has been matched by a
strengthening in the value of the
rand. Subject to political senti-
ment, any further improvement

in th&%&ld 1s likely to
tncrease the strength of the
rand, and it is unlikely that the
average rand price of gold will
improve markedly,” they said.

Turning to the economy, Mr
Gush and Mr Pretorius write
that economic and political de-
velopments affected the gold
mines in different ways during
the last financial year.

The tighter monetary and fis-
cal measures adopted in mid-
1984 had a recessionary effect.,
This coupled with the accom-
panying unemployment and the
slow rate at which political and
economic reform were taking
place, manifested itself in seri-
ous unrest and the foreign debt
repayment standstill.

“As a consequence of these
factors the rand was weakened
considerably and this resulted in
the high rand-gold price re-
ceived by the mines during the
past year. However, the nega-
tive impact of this is already
being experienced throughout
the economy,” they said.
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FINANCIAL RAN

©$0,3125

A GOLD swap helped the rand recover
yesterday to close at 0,4675 after easing
to $0,4575 in the morning.

Reserve Bank Governor Gerhard de
Kock told Business Day that market
talk about the gold swap — in effect a

ledge of bullion to secure dollars — had

n finalised to augment existing

foreign reserves for the April 15 foreign
debt I;?yment.

De Kock re-emphasised that the Bank
was well placed to meet repayment and
will still have the future means to sup-
port the rand,

The disclosure of additional dollars
being made available will probably
erode the market’s original assumption
of a dollar crunch when the first debt
instalment is made.

The swap was done more for prudence
than for need.

Filv'alinnir

~ ALAN SENDZ '.7‘

Moreover, some foreign banks nn']fht
allow debt that had matured to be rolled
over. This could reduce the size of the
$420m first payment.

The reversal of the rand’s easier trend
started with a normal supply of export
dollars coming into the market,

The Reserve was able to nudge
the rand up after support was attracted
at $0,46. It did so after midday when
trading had thinned out and talk of the

gold swap had fiitered through to the
" Trading is expec '
ading is ted to be light toda

ahead of the long weekend, otﬁel:- whicﬁ
period exﬁmrters will attempt to hold as
many dollars as possible.

. Some banks remain cautious about
Interpreting yesterday’s rebound as a
definite turning point. ‘
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GOLD

Predicting the gold price has caused many
analysts to rue the day they opened their
mouths on the record, but an increasing
number believe conditions are favourable for
gold and the price could be set to move.
Maybe not next week nor at first dramatical-
ly; but over the next few months they feel the
gold price should perform.

Reasons lie mainly with increasing phys-
ical demand for gold for use in coins; the
slumping oil price and the threat that poses
to the international banking system through
the debts of Third World oil-producing na-
tions; and worries over labour developments
this year at South African gold mines. Other
factors include the repercussions of US eco-
nomic actions against Libya, which have
seen countries like Peru and Nigeria relocat-
ing and reshuffling monetary assets.

There are as many wild cards and jokers in
the determination of the gold price as ever,
but general opinion is that the balance is
swinging in favour of the price moving up.
Differing opinions, however, are what make
| markets: there are still analysts with strong
bearish feelings.

“I believe there is greater downside risk
than upside potential medium-term on the
basis that a potential dollar rally 1s looming,
even though the dollar may be in a long-term
bear market,” says Des Mayers, portfolio
manager at Max Pollak & Freemantle.
*“Also I believe the decline in the oil price will
negate any inflationary fears that may have
arisen out of the fall in the dollar so far.

“Potential is there for the debt crisis to
explode, but it has been in the background
for some years and has had little impact so
far,” he adds.

“I am not looking for a dramatic jump but
I do expect it to improve and do not see it
sliding back below $320/0z again,” says
Charles Johnstone, senior trader at Holcom
Commodity Brokers.

He points to healthy demand for physical
gold over the past few months, particularly
the unknown buyers who took some 120 t out
of the market in January, taking up much of
the slack on the supply side.

Davis Borkum Hare economist Mike
Brown says the market has yet to see the
demand — which could amount to some
200t — from Japan for commemorative
coins this year. The US also intends minting
gold coins this year or next.

“I do not believe the gold price is ready for
a run quite yet; but I believe favourable
developments are a few months ahead and
feel a bit more optimistic on gold’s pros-
pects,” says Brown,

“Physical demand has been good and
there has been reasonable underpinning at

RIEN N

$330/0z. Short-term signs look bullish. The
movement upwards through a key point of
resolve on the charts last week was encourag-
ing technically,” says a partner in a major
broking firm dealing only with institutional
clients.

Nearly all analysts are concerned about
the labour situation on the mines this year, of

which a taste has been given at Randfontein,
Blyvooruitzicht and Vaal Reefs. Large-scale
disruptions could have a dramatic impact on
the gold price because of the psychological
effect of problems with the world’s major
supplier of the metal and also possible con-
striction of supply, depending on how tight
the market situation may be.

The first indication of the effects on pro-
duction will come early next month with the
March quarterly reports. However, huge
quantities of gold in private and institutional
hands could be coaxed on to the market if the
price rose enough, to make up any shortfall
in current production. A labour-manage-
ment crunch on the mines would not be
favourable for investors looking at gold

shares; many have turned to Krugerrands in
preference. |

OIL
Opec in retreat

Opéc is in full retreat from the battlefields of
the oil price war it started in January. After
eight days of agonising in Geneva, Opec’s 13
oil ministers agreed that the decision to go
for a bigger share of the world market had
been a mistake and that productioen cuts
were necessary to revive crude prices, which
have halved in three months,

They totally disagreed, however, on how
cuts should be shared. As the FM went to
press it scemed that the emergency meeting
would break up with a general statement of
intent to restore oil prices to USSH26-
$28 /barrel, but no deal on the method.

Opec’s acknowledgement of its error pro-
duced some reaction. The free market’s
benchmark crudes, North Sea Brent and

West Texas Intermediate, rose by about

$1/barrel to straddle the $14/barrel level.
But there was no panic to buy as all the
evidence from Geneva pointed to mounting
discord within the cartel.

The Indonesian oil minister, Dr Subroto,
came up with a price-saving production figure:
14m-15m barrels per day (bpd) against the
current 17,5m. That was accepted. Little
clse was.

The five non-Opec producers at the meet-
ing, Mexico, Egypt, Oman, Malaysia and

Sentiment turns bullish

Angola, which account for 9% of world out-
put, promised co-operation. But they rejec-
ted out of hand the proposal that this should
run to a 20% production cut.

Subroto wryly admitted: “We are on diffi-
cult terrain: lots of treacherous rapids, deep
ravines, even quicksands.” His confidence
that Opec could negotiate its way through,
however slowly and cautiously, was not sup-
ported by other cartel oil ministers. Venezu-
ela’s Arturo Hernandez Gristani, current
Opec president, said that while Opec was
agreed on a gradual restoration of the price
to around $28, his country’s president had
ordered him not to accept “a single barrel
reduction” in output.

Nor could Saudi Arabia, Iraq, Ecuador
and the United Arab Emirates give their
agreement to the quotas envisaged.

Irag, having just increased liftings by
500000 bpd to 1,7m bpd, demanded this
level be left untouched. Its Gulf war antago-
nist, Iran (recent output 1,7m bpd against
2,3m bpd quota), will not make a deal unless
Iraq accepts barrel-for-barrel matching cuts
from the original 1,2m barrels figure.

The Saudis, offered a quota of 3,4m bpd
against 4,35m (which approximates present
output), demurred. They have been laying
claim to 27% of Opec quotas, which on 14m
bpd equates to 3,8m. Sheikh Yamani plead-
ed that he did not understand the figures, nor
was he in contact with his own government
— now totally opposed to Saudi Arabia
resuming a sacrificial role of swing producer.

RAND’'S PRICE

March 24 193806

Ona forelgn

B1 eguales unit equals (R}

SOR . . 0,416 2,406

0,515 1.840

UK £ 0,316 3,160

0,420 2,379

us 3.... 0,481 2,079

0,493 2,028

Canada $ 0,870 1,493

0,679 1,473

Switzerland Fr 0,909 1,100

1,353 0,738

France Fr 3,245 0,295

4,873 0,20E

Germany DM 1,074 0,531

1,696 0,627

Japan Yen 826,000 0012

126,250 0,008

Italy Lira 739,760 a,001

1013,760 0,601

Zimbabwea $ . 0,763 1,314

{},798 1,263

Austria Schil 7,626 0,131

11 176 0,089

Haolland Guilder 1,227 0,815

1,802 0.565

US $ value of SDR. ...... ... 0,974 1,167
Financial Rand

Cost n WS &...... NSA 0,325

Discount (%) .. . ) WA 32,432

Year ago figuras i hght grint

Avarage of the Telegraphic Trensfor buying and seling retes used
by the banking sector for the day, for amounts up to R20 000
depending on foreign currency invalved

The above rates are for gudenca purposes enly,

— |
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Gold still has
good fut
Amg_old\\c

By Gareth Costa
The ontlook for gold in
the near future is subject
to moare uncertainties
than usual, but even'if the
Western world enters
into a new era of sus-
tained growth and low in-
flation, gold should still
remailn attractive, says
Angle American Gold In-
vestment chairman Mr
Julian Ogilvie Thompson.

On the contrary, he
says in his annual review,
its position in consump-
tion and for risk diversi-
fication could well be
strengthened consider-
ably. “At present, how-
ever, the behaviour of the
price attests to the deli-
cate interplay of oppos-
ing forces in the current
volatile situation.”

Mr Ogilvie Thompson
says only a tentative as-
sessment of the sup-
ply/demand outcome for
1985 can be made at this
stage, but mine produc-
tion increased and sales
by the Communigt Bloc
were probably slightly
higher.

Gold supply for the
year ahead should see in-
creased mine production

world-wide along with |

sales from the Commu-
nist Bloe, particularly in
view of lower revenue
from oil exports. “Dis-
tress sales of gold by
some debtor countries

e .
1€

O

cannot be ruled out,” he!
Says.

“Turning to demand,
jewellery consumption
should be encouraged by
the still relatively low
gold price in terms of the
yen, deutschemark and
Swiss franc, for example,
although it must be re-
cognised that the dollar
gold price is an impor-
tant psychological factor
and that the market is
sensitive and takes time
to adjust to new price
levels.”

He says that the coin
and medallion markets
“are by no means mori-
bund” and some resur-
gence in this area is ex-
pected, but adds that in-
dustrial offtake is not
likely to improve in the
short term.

Mr Ogilvy Thompson
says that Japan’s impor-
tance as an importer of
gold for fabrication was a
feature of 1985, and is
likely to continue as a re-
flecti@n of the stronger
yen and certain fiscal
changes encouraging
spending.

He says that invest-
ment demand will re-
main a crucial factor,
and the outlock for infla-
tion in the US will be con-
ditioned by the effect of
the lower dollar as
against a possible reduc-
tion in the budget deficit.
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headed by Mr Arrie Paujuslis the rate of inflation.” /

m The signs are that 1086 will be muscle of its members in key

= el e i i—
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confrontation.

the year in which South Africa's sectors - mining, metals and “But in this fo still fighting 2 last-ditch battle A consequence has been the
4 Black trade unions will move to engineering, motor industiry, anniversaries, Iike-4rat in June against the 1ast racial job re- growth cm _._mw.ﬁ.ﬂsm elements .
the forefront of the struggle for food and catering, textiles, of the Soweto rising 10 years strictions on the mines”. in the white unions, resentiul at
. piack political and social eman- transport, and others — tocalla ago, and of increasing militancy, He says the recession, which what they see as erosion of pay

cipation, according to Tony Ro- general strike, or whether, in the signs point to growing la- has led to major lay-offs in in- differentials and growing com-
binson of the Finagncial Times, the beginning at least, it will bour conflict, both over work- dustry, has also badly affected petition for skilled and semi-

W. London. concentrate on the difficult task place and pay icsues and in sup- white artisans and led to a re- skilled jobs from increasingly

t  Robinson, surveying the la- of creating industry-based port of symbolic gains — like emergence of “poor whites”, un- self-assertive and well orgafn-

: hour scene in the newspaper’s unions out of the old patchwork securing May 1 as @ public holi- employed and embittered. jsed black workers.

wmaﬁﬁ_mami on South Africa, of general and industrial ones. day, to be traded if necessary “‘Hitherto, thousands have Robinson concludes: "AS

. says the most significant de- “Experience has shown that against existing ‘white holidays found sheltered employment in South Africa MOVES away from

ﬂ velopment on the trade union the unions have preferred to use such as Republic Day and the great Afrikaner-dominated the politics of colour and seeks
~ front has been the formation of the legal channeis Open to them Kruger Day.” bureaucracies and para-statals to re-organise the economy on
: Cosatu (Congress of South Afri- through conciliation boards and Robinson also refers 10 signif-  like the railways and post office. market principles, the class di-

' can Trade Unions). the Industrial Courts to gain sig- icant changes taking place in But these, too, have been shed-  visions look like becoming more

“It remains to be seen wheth- nificant legal and other gains the white trade unions. For ex- ding labour, while the State has prominent. The growth of trade

or Cosatu will use the combined without damaging industrial ample, “the Mineworkers’ Union

dz: raisl

sought to keep pay rises below  unions is part of this process.

Major obstacle to groyth f-everseas capital

South Africa urgently needs a steady inflow of capital m__E_Ww Wﬂ in 1985 thanks to rand depreciation.”
to achieve the level of growih required if the called-for «The latter increased dramatically a Gold remains unpredictable but 1ooks like reaching

“‘ ,....c::_,..m_ reforms in the country are to produce higher tion of the debt stapdstill, partly through manipulating ‘higher overall levels than 1985, barring Emmm?w &zm._ .
M

T

“Yiving standards and mEEamBmE levels, the Financial trade leads and lags which kept the rand under strong  tress sales by the Soviet Union, the Middlé Elast and
Times said yesterday in its A survey. ’ pressure.’ | others hit by lower oil prices. The prospect of tough

Anthony Robinson says the Leutweiler February But Robinson says there has been & perceptible im- labour negotiations and rising labour militancy does
agreement on repayment of loans to South Africa is - provement in the econmomic and financial climate cast a shadow over the sector, however

onerous and falls far short of the hoped-for debt-re- since early December, the E..umum point being Decem- Prospects for the farming sector-dlso look reason-
scheduling agreement. ber 9 when the authorities obliged the gold mines t0 ably good, says Robinson. The main problems there are
“The provision for half-yearly reviews essentially  sell all their gold to the Reserve Bank for rands, and 2 disappointing maize crop and the consumer boycott
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{ puts South Africa on parole and under notice that nor-  forced traders to reduce their payment leads and lags. movements,
A malisation. of relations with the international banks,. . - o “wThe main external obstacle to future growth and
| 2nd & resumption of normal financial £lows, s depen- _ Lopinson predicts that the Jatest SA budget will pro-  stability remains, however, the difficulty of raising
¥ 2ot apon tangible progress along the path of political vide add