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FutureB Cnl( t)o take part in govt plan‘

Adrienne Giliome

FUTUREBANK wn cP exten 11;5 111-
volvement in employer-based finance
for affordable housing by participating
in government's affordable housing
scheme, FutureBank MD Nemlle
Watchurst said in the annual report.
The benefits of the scheme would
prove to be a major area of growth for
the bank in 1996 and beyond, he said.
The bank, which was a member of
the Association of Mortgage Lenders,
would continue to support job creation
through its involvement in various seg-

ments of the small business loan
market. “Our policy of networking with
companies who wish to make a contri-
bution to the RDP ensures partner-
ships with like-minded organisations
that result in the creation or expansion
of successful businesses,” he said.

-— —— —— -ia.mma - o=

The financing of franchising éppdr-
tunities would continue, but this would
be limited to business from expm‘f
enced and reputable franchisers.” —

Watchurst said the bank’s c!t'edi%f
risk was minimised through agréd-.
ments with local and fnrmgn aid 'and
development agencies. “Credit risk r&-
mains the most critical factor to ﬂﬁr
success,” he said.

“We continue to utilise and Expan
on our agreements with agencies suc
as USAid, the Small Business Credit
Guarantee Corporation and the Inde-

pendent Develupmeut Trust Finance
Curpﬂratmns bl

The bank — set up in a joint venture |
by First National Bank and tlie Foun- :
datlnn for African Business and Coni-
sumer Services — achieved a 29% ir- |
crease in net income to R939 000 f'o’r ‘
the year to September.,
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Durban — Finance Minister Chais

Liebenberg will meet representatives
of Sun Multi Serve and the registrar
of barks in Pretoria today 0 try and
cetfle the dispute between them.

" The registrar of banks, Christo
Wiese, recently ordered the fund’s
closure, and appointed Deloitte and
Touche to recover at least R50 mil-
tion taken from investors.

Yesterday Wiese said he wanted
to tesolve the problem. The move
follows a march by thousands of in-
vestors to Wiese's offices demanding
that Sun Multi Serves bank accounts
be unfrozen.

The fund’s co-ordinating branch
manager, Dinty Matavo, said if the
regjstrar did vnireeze the accounts it
would spread the money among its
28 branches, which are now individ-
ual stokvels, — Stuatt Rutherford
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Sun Multi Serve
e

orla. — A Tneetifig” between
Finance Minister Chris Liebenberg
and representatives of Sun Mult
Serve and the registrar of banks,
Christo Wiese, in an attempt to set-
tle their dispute, was suspended
yesterday and will resume today.

A spokesman for Liebenberg’s
office said no statement about the
meeting would be released.

The dispute follows the recent
ordering of the fund’s closure and
the appointment of Deloitte &
Touche to recover at least R50 mil-
lion taken from investors.
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Togs in Africa @

Once again, SA banks dominate the rank-

ing of top African banks, undertaken each

year by international magazine The Banker.
Rankings are based on Tier One capital,
s defined by the Bank for International

Settlements. This definition 1s stricter tha::)

FINANGIAL MAIL » JANUARY » 5+ 15996« 2

ECONOMY & FINANCE

potential losses.

It includes common stock, disclosed re-
Serves and retained earmings but excludes
cumulative preference shares, revaluation
reserves, hidden reserves, subordinated and

[
ul

SR v e other long-term debt, which are defined as
SBICH "% United Bank Tier Two capital. _
ABSARR for Africa SA’s top eight banks represent the lion’s
FNB 8 & Mauritius _ ~. share (US$6m out of a total of $8m) of the
o| Nedcorll Commercial Bank § capital of African banks. The Banker Says:
=8 Investec ll @Ghana Commercial |: “This concentration of capital clearly
Bl NBS@_Bank " | demonstrates the sophistication of SA’s
.E%lfae banking infrastructure.even when compared |
, 7 | with many developed countries. |

| “The SA banking system has been
strengthened by the increased willingness
and ability of international investors to offer
these banks an international shareholder
base. The deregulation of the JSE has al-
lowed banks to enter the securities market
as stockbrokers — which could increase
their potential earnings, if the anticipated
| capital flows in, now that the country is
| seen to be more stable.” [
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total stockholders’ equity and covers only
the core of the banks’ strength — the share-
holders’ equity available to cover actyal or




| By WILLIAM-MERVIN GUMEDE

| In fﬂ&&f@ﬁnci& Mahlaba’s home in Kwa-
| Masliu, KwaZulu Natal, was burnt down in
the political violence that still eontinues to
ravage the province,

Mahlaba approached several banks in
 the area for a loan but they all turned her
{ down.: She was told she did not qualify
| because she did not have sufficient coliat-

eralagainst which the loan could be taken.
| Alfter the rejections, she turned to the
{ local KwaMashu stokvel. Thanks to ihe
| stokvel, she has not only rebuilt her house
| but runs two successful businesses as well,
| A small loan from the Get Ahead Foun-
| dation helped her to start a spaza shop and
| & sewing business which provided employ-

ment for five other people.

i The loan system, called the Stokvel
| Micro Lending Programme, offers loans
| ranging from R800 to R5 000 to finance g
| wide range of activities, including hawk-

ing, retailing, manufacturing and services.
ff “The programme gives micro loans to
| small business and stnkvels. The minimum

.,555"9 %ngilﬁzps rewards

number should be five. A stokvel that takes
out a loan for the first time is given four
months to pay and a precondition is that
no instalment may be skipped,” says
Thalia Nyeme, administrator of the Stokvel
Micro Lending Programme.

Once the borrowers have finally repaid
their loans they are encouraged to take a
larger or “graduate” loan to expand their
businesses. Nyeme says the difference
between the Get Ahead Foundation's loan
scheme and that of commercial banks is
that they do not ask for collateral because
banks do but rely on group pressure.

“Our loan scheme has a very high
repayment rate,” Nyeme says.

Mashudu Ramano, (auteng president
of the National African Federated Chamber
of Commerce and Industry, says South
Africa’s financial system has always ca-
tered primarily for a First World clientele.

“The South African financial sector is
not geared up to deal with emerging black
business, which leaves people with no
alternative than to participate in stokvels
and in schemes svch as Sun Multi Serve.”
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The success story of the stokvel and

A
By WILLIAM-MERVIN GUMEDE
The i‘Z'l;t;ﬂ;;-;i':;'i‘L‘-la.r«ars from the high-volt-
age speakers but not everyone is on
their feet — yet. Some people are
drinking, others are chatting idly
while ihe rest hang around outside
the house.

But as the night progresses, the
music gets louder, the drinking picks
up, more feet crowd the makeshiit
dance floor and the conversalion
gets louder at the Mighty Monday
Blues Stokvel Bash.

The stokvel involves an informal
savings scheme and entertainment
centre that has existed in the town-
ships for over a century and today
holds the savings of more than
10-million black South Africans.

A stokvel is a group of people who
agree to pool a fixed amount of
money on a weekly or monthly basis.
Contributions are then given to
members on a rotational basis. If &
stokvel has 12 members who each
pay R50 a month, it means that each
member will have the chance of tak-
ing the R600 kitty once a year.

In many cases they throw a party
finaneed by the pool money and sell
refreshments, especially liquor, at a
profit. This could be a reason why
stokvels have always been associat-
ed with township parties.

Aleohol is consumed at most
stokvels. So much so that, in the bad
old days of apartheid, the police’s
liquor squad often disrupted the par-
ties, arresting revellers and coniis-
cating alcohol, claiming members
were contravening the Liquor Act by
selling drink without & licence.

The stokvel concept was [or-
malised a few years ago with the for-
mation of a professional body called
the National Stokvel Association of
South Afriea.

“Although Nasasa was launched

ﬁthe rotating
“stock-fairs” of English traders in

originateg~n 50%’,’/@

guite .a few Aears back, it only
received legal entity in May 1993,”
says Andrew Parsons, general man-
ager of Nasasa.

Stokvels are found in rural and
urban areas, in squatter camps,
mine hostels, factories, police bar-
racks, and among the employed and
the jobless.

Membership is voluntary and the
introduction of a new member Is
made on personal recommendation
by someone who is already a mem-
ber of the stokvel

Honesty and reliability are impor-
tant requirements for membership,
as most stokvels do not have written
agreements.

Stokvels are kept together by
trust. Clubs are often formed by peo-
ple working at the same firm, or
members of the same family or
church.

Groups are made up of between
five and 20 members, although big-
ger groups can sometimes be found.
In his book Stokwvels in South
Africa, Andrew Lukhele, chief exec-
utive officer of Nasasa, describes a
stokvel as a type of credit union.

The name stokvel originates from
cattle auctions or

the Eastern Cape during the early
19th century, where black farmers
and labourers exchanged ideas and
gambled.

lis original form was a burial
society created to heip members
meet the high cost of funerals at a
time when cholera, smallpox, tuber-
culosis and typhoid were rife.

Women then started forming
stokvels to supplement their in-
comes, hosting parties at which an
entrance fee was charged.

The parties began to sell alcohol
because, when women were forced
to find ways to generate exira

u -
income, any[ﬂ‘glz turned to an
old skill — the traditional skill of
brewing beer, writes lukhele.

Burial societies, or makgotias,
were established in the latter part of
the 18th century as blacks faced the
high cost of funerals, which play an
important role in African eulture.

Members of a burial society el-
ther promise to contribute a certain
amount if 2 member of the family
dies, or members contribute a fixed
amount periodically that is set aside
in a bank aceount.

Members subscribe funds to siart
a joini business or invest, and profits
are divided among them at the end of
the year.

In Western Cape townships, stok-
vels known as umgalelo are domi-
nant.

They operate differently from the
Gauteng stokvels: these wmgalelo
clubs are religious and the minimum
contribution is R50 a member each
month.

Stokvels are more than just
money-making ventures and over
the years a subculture has developed
around them, says Lukhele. Stokvels
are increasingly becoming more
popular with young, upper-income
blacks.

Their c¢lubs have designer-label
names such as Mighty Monday
Blues, Benetton, Palazzo Pitti, La-
coste, Bear Internationai, Lacosle
Sport, and Daks of London.

Rotating savings schemes are not
unigue to South Africa and the stok-
vel concept can be found in other
parts of the world, but mostly in
developing countiries, as a means of
bringing financial services to the
pooL.

According to the World Bank’s
World Report, rotating savings and
credit associations are a popular
form of informal {inance.

M
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problem closer to

By WILLAM-MERVIN GUMEDE

A crisis meeting called to dis-
cuss.the frozen aceounts of the
sum:Multi Serve stokvel failed to
produce a resolution this week.
- The meeting was mediated
'by Finance Minister Chris
Leibenberg and was aitended
by - Reserve Bank officials,
stokvel representatives and
Registrar of Banks Christo
Wiese.

“The meeting was fruitful
but no decision was reached on
releasing the frozen accounts of
Sun Multi Serve,” said Vietop
Monamodi of Sun Multi Serve’s
investor committee. “We will
have follow-up meetings soon,”
he said.

Last week, members of the
Sun Multi Serve stokvel march-
ed to the Union buildings and
called on President Nelson Man-
dela to intervene in the dispute
between the fund and the Re-
serve Bank,

The group also protested at
the offices of the Reserve Bank
in Pretoria demanding that
Wiese release their R50-million
in investments.

This comes after members of
Sun Multi Serve barricaded
their head office in Rustenburg
this week to prevent officials
appoinied by Wiese from enter-
ing and confiscating the fund’s
files.

Wiese froze the fund’s bank
account and ordered its closure
after investigations suggested
that the scheme, which had of-
fered returns of 300% to about
- 83 000 investors, had contra-
vened the Banks Act.

The act states that a stokvel
may not control assets in excess
" of R9,9-million while Sun Multi

- Serve has assets of around

R50-million.

oun Multi Serve adviser
David Mogashoa. said last week
that more than 28000 of the
stokvel’s members had resolved
“not to co-operate with Wiese or
his appointees”.

“We condemn the high-hand-
ed manner in which Wiese han-
died this problem, disregarding
the 2 000 jobs that might be lost
as a result of his action and the
fact that members will be in dire
need of money during the fes-
five season.”

Wiese described the fund as
a pyramid scheme and said his
office had initiated the investi-
gation and approached the Su-
preme Courti for a rule nisi to
freeze Sun Multi Serve's ac-
counts because it contained
more money than was allowed
for stokvels in the Banks Act.

He said an investigation into
the scheme had shown that the

stokvel was “in fact a pyfamid
scheme and the sooner such
schemes are shut down, the less
they hurt people.”

“It is a quick-money scheme
generally aimed at tricking un-
suspecting, trusting people into
investing money,” Wiese said.

“Stokvels stem from the eul-
ture of the people and are based
on good faith and trust between
members. Sun Multi Serve’s
operations were too large and
lost the most important element
of a stokvel, namely a common
bond among members,”

He added it was the regis-
trar’s duty to protect investors
and to administer the Banks Act,

“The office of the registrar
has frozen Sun Multi Serve's
account and seen to it that the

money Is returned to its legal
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CHRISTO WIESE: Financial
manager of Reserve Bank

owners,” he said.

“The unbundling of the
scheme will take place in terms
of section 84.”

Mogashoa said Sun Multi
Serve was a legitimate fund that
had done much for its members.

"Members of the fund are
saying we are satisfied, while
Wiese is saying we are protect-
ing you. Protecting from what or
whom?”

Mogashoa further said Sun
Multi Serve members had re-
soived that the fund’s 28
branches will be registered as
independent stokvels with their
own bank aecounts.

"Wiese must then divide the
R50-million among the 28
branches based on membership
figures and deposit the same in
the new aceounts.”

Mogashoa said Sun Multi
Serve members had given Wiese
until yesterday to respond to
their demands.

“If we have not been satis-
fied, members will disrupt

branﬂheE of United and Stan-

esolution
& %&nkés W!hi{f Bizl’téd this

whole mess.

“Their feeling is: why should
the banks operate as normal?”
Mogashoa said.

Last week Wiese appointed
Tim Store, chartered accoun-
tant of Deloitte and Touche, as
manager of the fund and to
determine the legal owners of
the investments in Sun Multi
Serve.,

Earlier last week Vietor Mo~
namodi of Sun Multi Serve’s
investor's committee warned of
widespread dissatisfaction and
protest by the society’s 53 000
members if the Reserve Bank
did not unfreeze its accounts.

He claimed the registrar’s
orders were racially based and
said members would embark
“on mass action and cause
chaos” if Wiese refused to re-
lent.

Monamodi said investors
were angry at what they saw as
“a sinister campaign by white
institutions that felt threatened
by the scheme’s success”.

He claimed that United Bank
had closed the fund’s account
last month “because it was g
threat”.

Absa group general manager
Alec Hogg countered this claim
by saying: “It is ridiculous that
United Bank’s R13-billion in
assets should be threatened by
a stokvel.”

The fund’s account was then
transferred to Standarg Banh,
which initiated a probe of Sun
Multi Serve.

Monamodi called on the Goy-
ernment to ensure that the
Banks Act was made “Iriendly
to our heritage”.

“When Afrikaners took polit-
ical power they changed bank
laws to allow the formation of
Afrikaans-controlled financial
institutions, and this should
now be done for biacks.

“People are happy with the
scheme. We have nol received a
single complaint from people
claiming they were not paid
their dues,” he said.

Wiese last week threatened
to call in police assistance in
dealing with Sun Multi Serve
following the fund's refusal to
hand over management control
to the registrar. J

Andrew Parsons, general
manager of the National Stokvel
Association of South Africa, this
week confirmed that Sun Multi
Serve was registered as a stok-
vel and as a member of Nasasa.

“Nasasa will wait on the Gov-
ernment and the outeome of the
meeting between Sun Multi
Serve and Christo Wiese before
Nasusa will take any action,” he

said.
o




? G

1

! =k ! ' I.I
1 31 r L) )
I!I |_ {,?E'IT |I .I:‘I-'J; : g
IFI I':'I;'hl"lt':ll'r"l'l"“ Ellﬁ :IH?'I " i 1
J|I| I:|IIIII|;":| :Iﬂ:' rl

ks

1 J||II
SIENE I Y
.1 1 ,
- i
¥ l 'I‘rl'rri
II" 3 Wl

/ Jl;.l -hlmpa";;;._:.‘li-" T
. . Wiy R F Ryt
|r|| '. 'l":"j'( F; ﬁ ] ] 1
¥ 5¢‘u,n“f“-f A 1
WL i A,

|rJ

|III

o
d
12

Staff Reporter

( try giant,

1h ":' ;

1

A

Ji'II-IEI LN Y e ?:_il-._ | I"?l'qﬂt-ﬂmlﬁﬁ::. I F"""'l'._""l' ]
1

% T el
1 - Far T W r
. 3 4
a b —Hry W ]
v I o
' Tt
T LTy 4
' ! ,
L i I
) n
i Pk 1
: } A
r" " F, ir
' )
Ii \
|
1
v

i

iy

X:
l'|‘|| .
ut _.I"' '..
Lo ' i [l . 1
‘ll-.LI- i u' .':- ||{I

Yuppie flu
claims 3V dealé /H&om industry

ADELE BALETA

AN insurance broker who has
sold hundreds of policies in a ca-
reer spanning 20 years has found

Linda Sparks, 95, a vietim of
gfgﬁ:ﬂ:ﬁ;ﬂﬁﬂ‘;ﬁg&g ?gquail; derwriters’ Association of South within three months of stopping
fighting for a disability lump sum ~ 2frica (Luasa) Group Scheme  work in September 1993, as re-

P which is underwritten by Fedlife.  quired by the contract.
of R150 000 from Fedlife Assur-
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msurance broker

AR

basis of late submission of her October 1993 wheii I became
claim. more debilitated. I consulted sev-

Mrs Sparks, of Durbanville, has eral dpeturs and im N!ay 1394 .l
had chronic endogenous depres- VS diagnosed as having yuppie
sion for 17 years and left full- flu (ME).

h time work with an insurance “In January 1995 I was told

herself at the mercy of an indus- company in Gauteng in 1990. She  that I would never be able to go
then set up her own brokerage. back to work.”

In 1992 she joined the Life Un- Fedlife said she did not claim

ance, who turned her down on the “Things started going wrong in But Mrs Sparks said that until
e — - - - -——— January 1995 it was not definite
that she would not go back to

| work.

i Luvasa executive director Hen-
ni€¢ Qosthuizen said Mrs Sparks’s
claim might not have sueceeded
even if she had made the dead-
| line because her illness was “not
like losing an arm or a leg”.

A Fedlife spokesman said:
“The elaim and supporting docu-
mentation were submitted to
Fedlife in February 1995 — 14
months later and 11 months after
the three-month claim limit had
expired. No medical evidence
could subsequently be found to

justify the late sabmission of the
i claim.”




Stokvel threatens ¢

sumer boycott
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Sun Multi Serve has threatened a
consumer boycott against white
businesses if the ongoing negotia-
tions with the finance minister in-
terided to save its stokvel fails.
Spokesman Victor Monamodi
said yesterday that 28 branches of
the society would embark on a
boycott of white businesses
throughout parts of the coun
where it is represented. d
The threat of a consumer boy-
cott follows the freezing of the ac-
counts of Sun Multi Serve by Reg-
istrar of Banks Christo Wiese.
Wiese ordered the fund’s clo-
sure after investigations suggest-
ed it had contravened the Banks
Act, which stipulates that a stok-
vel may not control assets worth
more than R99-million. The
scheme, which offered returns of
300% to about 53 000 investors,
has assets of about R50-million.
“The boycott is intended to

By Patrick Puosa

issue. Qur investors would be
stranded and 2 000 jobs would be
lost if we close down,” Mona-
modi said.

He said its members had been
“aggrieved” by the fact that
white-run  schemes  operating
along similar lines did not have
their accounts frozen. He said
Wiese's order was racially %-
vated and suppressed black-{ -
ated schemes. ’

“Our investors never com-
plained of unfair treatment or cor-
ruption against our stokvel, but
we are being treated badly. They
are satisfied with the way we op-
erate. Why don’t they crack down
on white schemes?” Monamodi
asked.

He said Sun Multi Serve had
initiated schemes such as the Im-
fundo Educational Plan, which
benefited students by giving them
a chance to save money for acade-
mic fees,
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Boycott threat
by stokve! é"ag )
JOHANNESBURG: Sun Multi

Serve has threatened a consumer
boycott against white businesses if

negotiations to save their stokvel
flls. @ T SJ - | [,

Spokesman Mr Victor Mon-
amodi yesterday said branches of
their society would embark on a
large-scale boycott of white busi.
nesses throughout the country
where they were represented,

The threat of a consumer boy-
| cott follows the freezing of the
accounts of Sun Multj Serve by
banks’ registrar Mr Christo Wiese,

Mr Wiese ordered its closure
after investigations suggested a
coniravention of the Banks Act
which stipulates that a stokve] -
May not control assets worth more
than R9,9 million. The sCheme
which offered returns of 300% tq
about 53 investors presently has
assets of about R50-million

e . —



By THABO LESHILO

Johannesburg — The black business
community has distanced itself
from Sun Multi Serve, supporting
the Reserve Bank's position that it is
not a stokvel but a get-rich-quick
pyramid scheme.

Fabcos and Nafcoc, the two
major orgamnisations representing
black business in South Africa, said
the returns Sun Multi Serve had
offered investors were “unsound”.
The criticisms from the two bodies
are a major blow to Sun Multi Serve
as it fights to have the Reserve Bank
unfreeze its bank accounts and
allow its operations to continue.

Given the operation’s 53 000
members and offices in 28 centres
around the country, the scheme did
not meet the description of a stokv-
el, which was essentially an infor-
mal credit union, they said.

Mashudu Ramano, the presi-
dent of Nafcoc’s Gauteng region,
said: “A stokvel implies that a
group of people agree to contribute
a certain amount of money, at regu-
lar intervals, for a specified pur-
pose, either to buy furnsture or bury
relatives.”

Christo Wiese, the registrar of
banks, shut down Sun Multi Serve
tast month for contravening the
Banks Act by accepting deposits
from the public and for having
R50 million in assets — well over
the legal limit of R9,9 million.

Sun Multi Serve, fighting for its
survival, has cast itself as a champi-
on of black empowerment and a
victim of white envy, equating its
closure to the frustration of biack
aspirations under apartheid rule.

Ramano shot down Sun Multi
Serve’s claims that it promoted
black economic empowerment: “I
think they use it to whip up sup-
port,” he saick, .. .. . -

Ramano said the high returns
promised by Sun Multi Serve had
suggested unsound business princ-
ples: “How do they justify the kind
of interest they pay when they do
not invest the money in high-retum

SN oA 3 f;;:i(ﬁﬁ R %‘}W SRR
ing regulators; yesterday played  found gothie dis
down reporls thet. the Reserve * "Multi Sefteta
‘Bank wonld come to the rescie of  banks"Ch
withanamend-+ - Butthé spx
Jgment fo the Bank Ack %520 Boi” - that Wi doi
oi.+» Sun Multi Serve Will: oply: be 1
Jegitimised if a “workable sugges-
Sion s obtained from.the stokwel:
. sabs-2 spokesman for Finance
Minister Chris Lichenberg, . .-
“ The spokestman amphasiﬁﬁ ﬁoma
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HSun Multi Serve

investments, but put it in the bank,”
asked Ramano.

He, said, however, that the exis-
tence of Sun Multi Serve and similar
schemes pointed to an urgent need
for the financal sector to improve
access to credit by blacks.

Fabeos general secretary David
Moshapalosaid Sun Multi Serve
was a pyramid scheme, paying
“astronomical” profit to investors
during the initi~? st s,

“Th' “ ~tzined in the
long ru., waving subsequent
investors with huge losses,” he said.
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The National Stokvel Associa-
tions of SA supported the position
taken by Nafcoc and Fabcos but
declined to discuss the scheme
before its planned meeting with its
managers this coming Friday. The
meeting was intended to finalise
Sun Multi Serve’s application, made
in October, to become an affiliate of
the stokvel association, suggesting
that the association had problems
with its methods.

Sam Muofhe, the chief executive
of Khutsong Funeral Services,
which dealt mainly with stokvels,
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alleged that Sun Multi Serve had
misrepresented the stokvel concept.
Muofhe is also the founder and
chief executive of the National
Association of Co-operative So-
cieties of SA, which pioneered the
mobilisation of funds held by
stokvels and burial societies for
black empewerment in the country; °
Victor Monamodi, a spokésmian
for Sun Multi Serve inc? 4 that
the schem~» v. . .amid
scheme and saiu it was continuing
to operate despite having been
ordered to close down by Wiese,
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Adrienne Giliomee
and Lukanyo Mnyanda

Re gistrar of banks @o%&%%ﬁb

THE personal bank account of Sun
Multi Serve MD Peter Tau has been
frozen by the registrar of banks.

Court documents show that the reg-
istrar froze Tau’s Standard Bank ac-
count along with the fund’s accounts
last month,

Registrar Christo Wiese would not
comment yesterday.

However, government sources said
the Mothibistad-registered gaccount

held more than R2,5m.

Tau branded the registrar’s decision
racist and threatened “to drive the
racists back into the seg”.

Sun Multi Serve technical adviser
David Mogashoa said the accounts
held by the fund's other directors had
also been frozen, but this could not be
confirmed.

Mogashoa said the matter had been
discussed with Wiese last week in talks
brokered by Finance Minister Chris
Emwmurmamuwmmu Wiese decided to close
the R60m fund.

books by Deloitte & Touche — appoint-
ed by Wiese — had raised serious ques-
tions about its management.

“They are branding their nﬂmummnﬂ
as a stokvel when in fact it is a harmful
_uﬂmmnmmw%umoanm_u a source alleged.

Sun Multi Serve offered to open its
books to public scrutiny yesterday
morning to prove it was a valid oner-
ation, but by last night had failed to
provide any figures to Business Day,

The row toock a new twist earlier

n | AWWE Serve MD’s personal

Banking sources said yesterday pre-
liminary investigations into the fund’s

this week when it emerged that talks
covered revising the Banks. Act to le-
gitimise Sun Multi Serve.

However, banking sources said that
such a move could prompt other in-
dividuals to jump on the bandwagon,
disguiging pyramid schemes as
stokvels or burial societies.

One said there were already signs of
a “snowball” effect. Schemes were
“mushreoming under the auspices of
being stokvels or burial societies”.

Business Practices Committee
chairman Louise Tager said pyramid

o
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schemes were not necessarily illegal,
“The legality becomes mwtmmumﬁ
when there is a contravention of any
law ... including the Gambling Act, the
Usury Act or the Banks Act.”
Sun Multi Serve also hit back at re-
orted mﬂmﬂ%&m by black business to
stance itself from the fund
The .National African Federated
Chamber of Commerce had offered to

negotiate with Wiese when the r
broke out, it said. o

Comment: Page 8
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Ian Goldin offered
top job at DBSA

WS GER) 2111 14(58)

Johannesburg — The Development Bank of South
Africa (DBSA) has offered the position of chief execu-
tive Jan Goldin, a senior economist at the European
Bank tor Reconstruction and Development (EBRD) in
London.

The post was widely expected to be given to a
black candidate after a palace revolt by black profes-
sionals at the bank almost two years ago.

Sources within the bank said yesterday that the
board had decided to offer the job to Goldin after the
last-minute withdrawal of Timothy Thahane, a
Lesotho national and vice-president of the World
Bank.

The Development Bank chairman, Wiseman
" Nkubhlu, last night confirmed that the board had met

on Tuesday to discuss the appointment of an acting

chief executive for the bank as negotiations with

Goldin were taking longer than hoped.

The DBSA is a quasi-government agency that
provides finance for development in southern Africa.
It has played a key role in the development of the
RDP.

Black DBSA managers said yesterday that the
bank had gone out of its way to look for a suitable
black candidate. They were prepared to give Goldin a
chance because of his widespread international expe-
rience.

“After all, our demand is that development must
reach the people on the ground. It does not follow
that this will not happen if a white person is appoint-
ed,” a source said.

Goldin, 40, left South Africa in 1978 and has
worked as an economist at the Organisation for Eco-
nomic Co-operation and Development and the World
Bank. He has worked at the EBRD for the past eight
months.
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Stokvels play a vital role in the
economy of the country and could
be a powerful mecharusm for pro-
moting economic empowerment,
says Norman Axton, the senior gen-
eral manager of First National Bank.

Given their ability to collect very
small amounts of money from their
often low-income members to help
them meet large financial commut-
ments, stokvels compliment the
country’s formal financial sector.

Axton was commenting In the
light of accusations made by the
managers of Sun Multi Serve that
the country’s banks viewed stokvels
as a threat to their existence — at
least among blacks.

Research by Markinor shows
that about 8 million people in urban

Stokvels “play a vital role’

townships belong to stokvels,
exchanging more than R900 million
a year.

Ron Tengani, the account direc-
tor of Markinor, said: “Stokvels
came about because formal institu-
tions always kept potential black
customers out with their rules, att-
tudes and language and did not
anderstand the needs of the black
community which often did not
have collateral.”

The National Stokvels Associa-
tion of South Africa defines a stokv-
el as “an informal rotating credit
union with entertaining, social and
economic functions”,

Stokvels usually take the follow-

ing forms:

ly to buy groceries, furniture or pre-
sents on a rotational basis;

(] Burial societies — to help
cover funeral costs for members,
their families and relatives;

(] Investment syndicates — to
promote the wellbeing of members
by investing money in fixed deposits
or unit trusts, or even helping them ¢
start their own small businesses; and §

[ Stokvel parties — where g
members take tums to host huge §
parties at which liquor 1 sold and §
the host takes the profit.

Jopie Vanhonschooten, the divi- X
sional manager for small and medi- §
um enterprises at Standard Bank, 3
said: “Stokvels are no threat ... and §
most banks have products that are |
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Goldin “chonsidering offer
AN

London — Ian Goldin, who has been offered
the post of chief executive of the Devel-
opment Bank of South Africa, will not com-
ment on the nomination as he says it is pre-
mature to discuss confidential preliminary
negotiations.

He has also not resigned from his posi-
tion as senior economist at the London-
based European Bank of Reconstruction and
Development.

He has told his seniors that he s consid-
ering the offer, which so far has not even
reached contract terms.

In terms of ability, Goldin appears to be
more than qualified for the job. He has con-
siderable experience in development eco-
nomics and the workings of international
institutions and politics. Between 1988 and
1992 he was a research and programme
director at the Organisation for Economic
Co-operation and Development (OECD) in
Paris.

He specialised on the interaction
between developing countries and OECD
members, which are mainly the leading
industrialised nations.

Between 1992 and last year he was based
in Washington working as a loan manager in
the operations division of the World Bank.

Goldin joined the reconstruction bank,
which funds projects in eastern Europe and

ihe former Soviet Union, in April last year.
As senior economist he travels extensively |
in eastern Buropean countries and advises |
on their economic situation and the feasibil-
ity of proposed projects. :

Goldin, 40, graduated from the Univer- |
sity of Cape Town with a BA honours in eco- :
nomics in 1977. He then completed an M5c  §

in economics at the London School of |

Economics. He received a doctorate through
Oxford University in 1984.

His PhD thesis was on the effect of the §

coloured labour preference policy on eco-
nomic development in the Western Cape. 1
The study demonstrated how apartheid §
hampered economic development in the
region.

During that time he was a tutor at
Oxford. His first job was with Landell Mills
Commodities Studies, consultants on sugar,
grains, coffee, cocoa, rubber and other raw
materials.

[ The reconstruction bank experienced its
own scandal several years before Goldin

joined when journalists exposed the high-

spending of its executives. The bank s fund-
ed by taxpayers’ money from 57 countries.

Jacques Atali, the former chief executive,
was forced to resign from what was regard-
ed as his private empire. Over the past fwo
years its new head, Jacques de Larosiere, the
former managing director of the IMF, has
been cutting costs.




Insurers respond to BMW’s scheme

L
By RoY COKAYNE

Pretoria— The introduction by BMW SA
of an insurance scheme for its own cus-
tomers is already drawing a response
from insurance comparues.

BMW'’s general manager of public
affairs, Chris Moerdyk, said that in spite
of the hard things BMW had said about
insurance companies before the launch
of its own insurance scheme, most insur-
ance companies had contacted BMW
after the launch.

“They want to talk to us and do busi-
ness with us. Qur customers are also
finding their insurers are giving them
better premiums. This was part of the
reason for the exercise,” Moerdyk said.

BMW said it introduced the insur-
ance scheme because some insurance
companies had persisted in basing their

premiums on ridiculo ]%_}Ei})and

often exaggerated car theft and hijacking
statistics. “BMW has a 6,1 percent share
of vehicle thefts, but the way BMW own-
ers have been handled by msurance
companies you would have thought it
was 50 percent,” Moerdyk said.

However, BMW had found that the
high premiums applied to people who
did not shop around.

“It is not our intention to become an
insurance company,” he said.

“What we are trying to achieve is a
situation where a customer’s insurance
premium constitutes 5 percent of the
retail value of the vehicle. This is what
large fleet owners can get. But those who
do not have the fleet muscle can now get
the same deal,

“Where theft and hijacking com-
prised 4 to 5 percent or more of the pre-
mium, it now has been reduced to
between 1 and 1,5 percent. Additional

insurance cover in terms of our scheme is
optional,” Moerdyk said.

In terms of the scheme, BMW was
offering its customers insurance cover
for theft and hijacking on all of this
year's models for 12 months. Moerdyk
said the theft and hijacking cover had to
apply to all its cars registered this year so
that the risk would be spread.

Customers would then have the
option of additional cover for accident
damage, third party liability and house-
holder insurance. BMW had kept the
theft and hijacking insurance compo- |
nents separate and customers could elect |
to place this with their existing insurers.

Moerdyk said that BMW had sold
18035 vehicles last year, but hoped to
sell between 19000 and 20000 vehicles
this year — every single one of which
would have the theft and hijacking
insurance built into the price.

2

76

FEF) cT (BR) 6]




By THABO LESHILO

Johannesburg — Sun Multi Serve,
the troubled self-styled stokvel sav-
ings scheme, is urgently seeking the
backing of its peers in the stokvels
movement in its fight to unlock
R50 million in assets frozen by the
Reserve Bank last month.

The company, which is still
smarting from a public repudiation
of its operations by Nafcoc and
Fabcos last week, is seeking the
support of the National Stokvels
Association of South Africa to give
it some legitimacy in its fight to
have the Bank unfreeze its assets
and allow it to resume business.

The company could pump
about R1,6 million in membership
fees into the stokvel association, but
its status in the stokvels movement
is a mystery. The association de-
clined to say yesterday whether the
company was a fully paid-up mem-
ber. An official said however that
the company was affiliated to the
association, which groups 11 500
stokvels nationwide, but that it stili
had not been awarded full member-
ship.

Mohau Phatlane, the associa-
tion's executive director for mem-
bership services, declined to say
yesterday whether the company’s
53 000 members would be required
to pay the R30 annual fee which
was required from each member
belonging to its stokvels.

The company, which already has
more members than all of the asso-
ciation’s affiliated stokvels, believes

Sun Multi Serve

SESEERITL Support

that full membership of the associa-
tion — which could cost the compa-
ny about R1,6 million in member-
ship fees — is the key to recovering
its assets. The Bank recognises the
association and accepts its defini-
tion of a stokvel.

Ironically, the Bank appears to
have used the company’s failure to
satisfy the definition of a stokvel as
“an informal rotating credit unjon
with entertaining, social and eco-
nomic functions”, as a reason for
declaring it a pyramid operation
and closing it down last month.

Reuter reports meanwhile that
the company’s savings scheme had
a secret mechanism for "obtaining
dramatically better returns on
money than those offered by banks.

“The question is what those
mechanisms are,” said David Mo-
gashoa, the company’s technical
adviser, in a televised panel discus-
sion on Sunday. “You will under-
stand that we haven't patented our
rights yet. If we reveal them to who-
ever, anyone can go and utilise
them ... if we can just divulge our
secret, everyone will open up his
own Sun Multi Serve,” he said.

The Reserve Bank's registrar,
Christo Wiese, has frozen the com-
pany’s accounts and has ordered
the scheme to stop operating, accus-
ing it of violating the Banking Act
and the Harmful Business Practices
Act.

Wiese said the company needed
to prove that it was sustainable and
viable before it would be allowed to
operate.
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Small money-leng__%s

BY JoN BEVERLEY

Durban — Facing possible changes
to the Usury Act, micro money-
lenders launched an association here
last Friday to bring order and trans-
parency to the R3,5 billion industry.
One of their first objectives will
be to establish what the government
plans to do about the Usury Act.
The'ifdustry is exempt from the
Act, which sets no limit on the inter-
est charged on amounts less than

R6000.

ECONOMICS

The new organisation covers the
formal sector of the industry, which
is defined as money-lenders having
an office, staff and infrastructure. But
there is also an informal sector.

About 400 operators out of an
estimated 1200 have made a com-
mitment to join the Association of
Micro Lenders, which has estab-
lished a code of conduct.

The second objective of the
association is to hold talks with
Saswitch on their approach to

securing repayment of loans.

launch association
1L 1] g9k

cT(BR

At present, lenders hold the bor-
rower’s automated teller machine
card and personal identity number
and withdraw money to cover loan
repayments on pay days.

This is “unacceptable to the
banking industry” but Saswitch is
reluctant to install another system to
meet the needs of the money lenders.

The association commissioned
PG du Plessis, professor in business
management at the University of
Stellenbosch, to do a survey.

Pu Plessis said the formal sector

had about 1200 operators and an
annual turnover of R2,5 billion.

He said the informal sector was
estimated to have 4000 operators
and a turnover of R1 billion a year.

In the formal sector the average
loan was about R450, usuall
repayable within a month, wi
interest rantﬁ';g from 100 percent re-
payable within one day to 10 percent
a month,

The typical client was a black

male of 30 years old working for the
state, with three to four dependents,
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By JON BEVERLEY

Durban — Facing possible changes
to the Usury Act, micro money-
lenders launched an association here
last Friday to bring order and trans-
parency to the R3,5 billion industry.
One of their first objectives will
be to establish what the ent
plans to do about the Usury Act.
The industry is exempt from the
Act, which sets no limit on the inter-
est charged on amounts less than

R6000

ECONOMICS
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formal sector of the industry, which
is defined as money-lenders having
an office, staff and infrastructure. But
there is also an informal sector,

About 400 tors out of an
esttmated 1200 have made a com-
mitment to join the Association of
Micro Lenders, which has estab-
lished a code of conduct.

The second objective of the
association is to hold talks with
Saswitch on their approach to

securing repayment of loans.

At present, lenders hold the bor-
rower’s automated teller machine
card and personal identity number
and withdraw money to cover loan
repayments on pay days.

This is “unacceptable to the
banking industry” but Saswitch is
reluctant to install another system to
meet the needs of the money lenders.

The association commissioned

gement at the University of
Stellenbosch, to do a survey,
Du Plessis said the formal sector

had about 1200 operators and an
annual turnover of R2,5 billion,

He said the informal sector was
estimated to have 4000 operators
and a turnover of R1 billion a year.

In the formal sector the average
loan was about R450, usuail
repayable within a month, vntK
inferest ing from 100 percent re-
payable within one day to 10 percent
a month.

The typical client was a black
male of 30 years old working for the

state, with three to four dependents,
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Wiese In warning

(58

Greta Stevn
THE Reserve Bank was poised to
swoop on a ‘“get-rich-quick”

scheme that was mushrooming
under the guise of a burial society,
Registrar of Banks Christo Wiese
said yesterday.

He said the Bank wanted to
protect the interests of members
of the scheme, which was “grow-
ing exponentially, just about dou-
bling per week”. The size of the
scheme was about R5m, but that
would rise quickly if it was al-
lowed to go on unchecked.

“There has been too much em-
phasis on the R9,9m limit on
stokvels. That issue is of less im-
portance than the way in which
the scheme is run, and the danger
that depositors will lose their
money.”

Wiese said the Bank would
seek a court order to freeze the
scheme’s accounts for inspection
once it had obtained a signed af-
fidavit from a complainant. Until
he had obtained a court order, he
was unable to act or to name the
burial society. “It might be diffi-
cult to find someone who will sign

a statement complaining about
the society.

Asked whether the spate of
problems with banks and other
savingg societies had highlighted
the need for deposit mmsurance,

on burial soci

2 i’-} ?
Wiese said the Fin mal Services

Policy Board for financial regula-
tion had started to investigate the
igsue. The investigation would al-
80 encompass investor protection.
The report would be ready to be
handed to Finance Minister Chris
Liebenberg in a couple of months.

Referring to Liebenberg’s re-
quest that stokvels make repre-
sentations on how legislation
should be changed, Wiese said
?yralmd schemes would never be

alised.

Lukanyn Mnyanda reports
that Wiese said Sun Multi Serve
had agreed to provide a list of its
53 000 members to check if the
scheme was solvent.

The fund — which Wiese shut
down last month — had also
agreed to provide the finance de-
partment with recommendations
to improve the Banks Act. But he
said this did not mean that the Act
would be changed.

“There i1s no undertaking to
change the law. We will 'look at
recommendations and see if they
are compatible with the principles
on which the Act is based.” Sun
Multi Serve would not be allowed
to continueinits present form.

He added that Sun Multi Serve
had not discussed its vaunted “se-
cret investment formula” with
him. The fund was not available
yesterday.




R10 OI;R PZE to Afbank
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Amanda Vermeulen

DURBAN — NBS would be prepared
to pump another R100m into African
Bank to I:)IE rehabilitate the opera-
tion, the bank said yesterday.

CE Tony Norton said NBS could call
a rights issue to fund the investment.
He did not put a time frame on the
financing plan, but said it would pump
in the cash if and when necessary.

Afbank CE Colin Franks said gov-
ernment, which took a 20% stake as
part of the rescue deal in November,
should offer the stake to NBS when 1t
decided to sell out.

NBS’s decision to take over Afbank
in a consortium with New Africa In-
vestments and Metropolitan Life in a
R104m deal was the “best” the bank
had ever made, Franks said.

However, Afbank had been forced to
fire 20 managers.

Franks pinned the blame for Af-

bank’s collapse on middle manage-
ment’s “abdication” of responsibilities.

He said four fraud investigations
were under way, including an Office for
Qerious Economic Offences-led probe
of former Afbank CE Jack Theron’s ac-
tions. Losses attributed to the alleged
frauds should amount to no more than
R14m, Franks said.

NBS and Nail were still investigat-
ing the extent of Afbank’s debt, but
hoped to have the bank fully opera-
tional by March.

Government has said it may write
off R262m in state cash deposited with
Afbank and that the full extent of its
involvement in the rescue will be clear
only by July.

Franks said government should sell
its 20% stake to NBS as this would
strengthen its commitment to reviving
the operation. The takeover had given
the consortium exposure to un-
bundling and privatisation, he said.
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Assurance industry urged

to 1Improve

' By FRraNCOISE BOTHA

Cape Town— The local insurance
industry needs to become more ser-
vice-orientated if it wants to com-
pete successfully with international
counterparis that are returning to
South Africa, says Nick Criticos,
general manager of Protea Life.

Protea Life is a subsidiary of list-
ed Protea Assurance.

“European and American assur-
ance companies are seriously
assessing the local market, which
they believe shows excellent growth
potential. South Africa is seen as a
fast-growing market where more
and more consumers are becoming
| aware of the benefits of insurance,”
| said Criticos.

i His comments follow a three-
| month sabbatical at Harvard
{ Business School where he studied
business management. He also
attended a Sun Alliance Asia-Pacific
1 life conference with delegates from
Australia, New Zealand and
Guernsey.
|  “There is a marked difference
between service standards of devel-
oped countries and an isolated
South Africa emerging from years
of protectionism,” said Criticos.

He stressed that international

- competition would force the local

client se
cT(ar )ig]

FVace,

assurance industry to place greater
emphasis on customers’ needs.

A recent study in the United
States by the Andersen Consulting
Group in conjunction with the Life
Offices Association in America
revealed that service innovation is
one of the four key success factors
for leadership in the 21st century.

Moves have been made by a
number of insurance companies to
improve the level of technology in
their organisations in a bid to raise
service levels and improve their
productivity.

Liberty Life implemented an
electronic servicing system last year.
The company expects the move to
double the productivity of its inter-
mediaries.

Other changes include the intro-
duction of an interactive voice-
response service so clients can
change details of their policies tele-
phonically rather than in writing.
This will provide quicker and more
efficient service.

The electronic LibLink system
will also reduce service charges,
Liberty Life said.

“The role of brokers will become
even more important in the next
few decades when more consumers
will have masses of information at
their fingertips,” Criticos said.




Afgl;%%n Bank
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By JoN BEVERLEY

Durban-— The African Bank was
getting ready to enter new spheres
of business once the curatorship is
litted, possibly by the end of March,
managing director Colin Franks
said yesterday.

Franks said corporate activities
would play a much bigger role and
he looked to the alliance with the
bank’s American partners, Donald-
son, Lufkin and Jenrette Pleiade
Merchant Bank, as a source of major
business.

With its American partners, who
had arranged Sappi’s $1,6 billion
takeover of SD Warren, the African
Bank would be able to handle major
issues, such as the privatisation of
Telkom,

Franks said “scheme meetings”

n}?)jﬁ’ﬁ back in March

Durban — Pogsible government retrenchments, parficularly in the
Eastern Cape, pose a threat to African Bank’s morigage book, says newly
appointed managing director Colin Franks, He said R304 million of

mortgage

loans constituted African Bank’s backbone.

Franks said the diligence test done by the African Bark rescue cone
sortitm had found the bank’s mortgage book to be surprisingly healthy,
with the bad-debt situation of about 2 percent of the book no worse than .

the industry average. :

Most of African Bank’s bad lending, he said, had been in personal
loans and hire-purchase agreements, and an amount of R200 miflion had
been set aside to cover this, — Maggie Rowley

for African Bank were due in
February and March and he expect-
ed the legal process to be finalised
before March 31,

After that shareholders would
be able to invest their funds and the
bank’s total capital and reserves
would reach R135 million.

This would make it the third-

largest small bank, behind Saambou
with capital and .reserves of
R293,5 million, Fidelity Bank with
R211,7 million, and head.of New
Republic Bank with R128,5 million,
he said, It previously ‘becupied the
21st place.

NBS Bank has signed a five-year
contract to manage African Bank.
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Stokvel action threat

| SELF-proclaimed stokvel Sun |
| NMulti Serve accused Finance |
| Minister Chris Liebenberg of |
| negotiating in bad faith yester- |
| day, threatening mass action if |}
| its dispute with the Reserve |
! Bank wasnot resolved quickly. }
) Spokesman Victor Monamo- |
| disaid the scheme, closed down |
| by the Bank last month, was |
| disappointed with the finance |
| ministry’s denial that it was |
i considering changing the§
| Banks Act. According t0 Sun §
| Multi Serve, it had been agreed
i that new legislation would' be |
| passed and this would be ac-|

| companied by rules to ipive
its ﬂpe&ﬁﬂn&i q l-'-qu gg\j
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By Musa Zond}

SUN Multi Serve yesterday said it was becoming imposs;i-
ble to control its members because of the refusaj by the
Reserve Bank to release jts funds totalling R50 million.

Mr David Mogashoa, advisor to the mogeodisano group
told the media that members have threatened to launch
consumer boycotts in the towns where SMS has branches,
Other strategies, such as the occupation of banks as hap-
pened in Welkom this week. could not be mled out
because “‘our members are running out of patience”,

They were disappointed by recent pronouncements
by the Finance Minister M Chris Liebenberg “as it
does not give 2 true reflection of the stage of our nego-
trations. SMS understands that pew legislation must be
formulated and must be accompanied by certain rujes to
govemn our business™.

They expressed fear that their mogodisano scheme
would be “hijacked by big white business” and added that
this “has been proved correct as some banks have launched
a stmiiar scheme”. :

White people who were operating the same schemes
were not taced with closure apd Y515 viewey this as
racism. A number of people who inve .ed huge amounts

of money with the society were now facing economic |

ruin because they have pot been paid out as expected,
said Mogashoa,
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Development Bank gets ANEW Chief

Rf:pbvn Chalmers

GOVERNMENT has appointed
Ian Goldin, a senior economist at
the London-based European Bank
of Reconstruction and Develop-
ment, as the new CEQ of the De-
velopment Bank of Southern
Africa,,

+ Finance Deputy Minister Alec
Exwin said yesterday that Goldin
had been selected after the bank’s
board undertook a thorough pro-
cess to identify a new CEQ with
the skills and ability to lead the
bank into a new era.

1 “Goldin’s experience in devel-
opment and in the crucial task of
mobilising resources for that
development, along with his
knowledge of the South African
eeonomy, were decisive factors in

his selection.
“Groldin will now lead the bank

through the final stages of the
transformation process which
started in 1994,” he said.

Erwin said that for govern-
ment, the transformation of the
bank was a key part of the wider
process of enhancing the delivery
capacity of developmental finan-
cing institutions in SA. Detailed
proposals were being discussed
within government relating to the
transformation of the institution.

In a separate development,
bank operations GM Div Botha
said that to date the bank had not
encountered any problems with
repayments as a result of serious
financial problems facing the
provinces.

It was announced yesterday
that Cabinet had approved addi-
tional funds to shore up provincial
government budgets.

A recent audit of provincial rev-

enue budgets had shown that
loans from the public investment
commissioner and the bank had
been incorrectly accounted for in
the assessment of the provinces’
revenue bases for the 1995/96
financial year.

Botha said the provinces made
two repayments a year, in March
and September, and there was no
indication that they would be
unabile to meet their obligations.

In line with the restructuring
of the bank, new structures were
being developed to enhance the
banlk’s relationship with provin-
cial governments, local authori-
ties and the private sector, which
Botha said, were still on track.

He said legislation due before
Parliament this session on provin-
cial borrowing powers would
assist the provinces to raise funds
and increase their resource base.




Ll Y 1 o -

2 Special Section of Weekend Argus, Janvary 20/21 1926

Business Reporter

NBS Holdings has set a tar-

‘Now the fifth-largest bank-
Ing group in the country, NBS
had shown strong growth since

fill its cross-sell potential —
successfully marketing other
finaneial services to banking
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get of doubling its earnings
per share by January 2000
and taking its share price
from R66 to R120, according
Lo group chief executive
Tony Norton.

NBS would have to achieve
earnings per share growth at a
nominal compound rate of
about 18.9 percent a year for
the next four years to meet its
targets.

“We want to be the best in-
vestment in the market. It is
not impossible, it is challeng-
Ing,” he told reporters during a
briefing in Durban this week.

listing eight years ago, with
50 percent compound growth
each year in the share price
comfortably beating the rest of
the banking sector.

Although Durban based, NBS
had grown into a national play-
er with 61 percent of its ad-
vances made to customers out-
side KwaZulu-Natal.

NBS Bank MD John Smale
said the bank was on a drive to
be more sales orientated. He
was concerned about high costs
and the high ratio of adminis-
trative to sales staff.

The bank had also yet to ful-

clients.

In future, performance of
branches would be measured in
4 manner similar to any sales
organisation, he said.

NBS claims some success al-
ready in bringing costs under
control.

Since 1988, costs as a per-
centage of income have
dropped from 76,1 to
56,9 percent

Between 1988, staff has in-
creased from 2 580 to 2 699, but
contribution by employee has
gone from R9 000 to R56 000,
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JOHN VILJOEN

Business Reporter

AFRICAN Bank is to open a
branch in the Western Cape
once it emerges from cura-
torship, MD Colin Franks
has said.

Mr Franks — seconded from
NBS Bank to become Afrizan
Bank’s chief executive and
guide it out of curatorship to
profitability — said opening in
the Western Cape was an obvi-
ous step for the institution.

The province offered “defi-
nite potential” for African
Bank which already had a
small number of performing
loans in Cape Town.

The bank, which Mr Franks
believes should already show a
small operating profit in
March, has branches in 30 cen-

on ‘profitabl

tres around the country, but
the closest one fo Cape Town is
in Port Elizabeth.

Western Cape offices for Af-
rican Bank would probably be
staffed by employees moved
from other parts of the country
as part of its rationalisation. It
was likely that African Bank
would use the NBS infrastruc-
ture during its initial expansion
to the Cape, Mr Franks said in
Durban.

A date for giving the bank a
Western Cape profile had not
been set and most of the vear
would be spent on the “bedding
down” process of getting Afri-
can Bank back on its feet. But
nothing in that process, apart
from a commitment to tighten-
ing the bank’s advance con-
trols, was *“cast in stone”.

NBS took a 38 percent stake
in African Bank for R48 million
in November's rescue deal.
Metropolitan Life and New
Africa Investments each have

21 percent and government
20 percent.

The R48 miilion NBS put up
for 38 percent of the bank
amounts to less than one per-
cent of its market capitalisa-
tion. Group chief executive

Tony Norton said: “African

Bank is not big in our lives, but
it is a significant investment.”

NBS’s involvement in the

*troubled bank was a commit-

ment to nation-building — Mr
Norton said he was proud re-
cently to be greeted by Presi-
dent Mandela as “his banker”
— but NBS also intended to
make money ouf of its invest-
ment.

€

Paul Leaf-Wright, NBS cor-
porate director, said NBS had a
five-year management con-
tract with African Bank. Most
senior management positions
in the institution are filled by
NBS staff on permanent se-
condment — like Mr Franks.

Once the shareholders’ funds
are injected, African Bank will
move from 21st position among
small banks to third spot, after
Saambou and Fidelity, based
on a capital comparison.

Referring to the bank’s cur-
rent status, Mr Leaf-Wright
said shareholders’ agreements
were concluded, scheme meet-
ings were set for February and
March, by which time a slow-
moving legal process to bring
the bank out of curatorship
should be completed.

All creditors and retail de-
positors would be settled and

fully compensated for interest,
he said.

While the bank was well-
placed to attract deposits and
make advances in future, be-
tween R20 and R25 million
would be invested in a new
merchant bank division.

The merchant bank, in alli-
ance with the US firm Donald-
son, Lufkin and Jenrette Ple-
iade, had yet to be named, Mr
Leaf-Wright said.

New African Bank MD Mr
Franks said the bank crashed
last September because of the
“abdication” of responsibility
for all risk management con-
trols by African Bank middle
management.

B To page 2.
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Banks picketed
over stokvel

Ay

elkom - Sun Multi Serve
investors picketed United Bank
and - First National Bank
branches in Welkom yesterday
morning,

Sun Multi Serve had been
operating for 11 months by Oc-
tober, when Standard Bank ini-
tiated an investigation into the
society on suspicion it was an
illegal pyramid scheme. When
it came to light thal more than
R50-million had been invested
in Sun Multi Serve, the regis-
trar of banks froze its account.

Representatives of the pick-
eters yesterday refused to com-
ment on why the mas: action
was continuing against United
Bank aifter an agreement was
reached between the protesters
and the bank on Thursday.

According to the agreement,
the mass action against the
bank would be stopped and a
meeting would be held between
United Bank, Sun Multi Serve
and Finance Minister Chris
Liebenberg to discuss releasing
the scheme’s funds. - Sapa

fs




FORMER Post Office boss Hennie Died-
ericks is set to shed further light on the
Reserve Bank’s Ri-billion lifeline to
banking giant Absa and an alleged R280-
million in foreign exchange losses at
Volkskas when he gives evidence to the
Tollgate inquiry tomorTow.

Mr Diedericks’ appearance confirms
the aggressive battie he is waging against
Absa with his new ally, former Tollgate
chairman Julian Askin, who fled to Lon-
don when Tollgate collapsed in 1992.

Much publicity has surrounded the R1-
hillion lifeline to TrustBank, an Absa sub-
sidiary, but little is known about Volks-
kas' alleged R280-miilion forex losses.

Mr Diedericks, a former managing di-
rector of Tollgate, claims that while
working for Volkskas, he _
was instructed by Dr
Danie Cronje, then MD of
Volkskas and now head of
Absa, to hide the foreign
exchange losses.

Mr Diedericks has been
subpoenaed to appear be-
fore the Tollgate Commis-
sion of Inquiry, appointed
by the Supreme Court.

Qources say that Mr
Diedericks plans to lodge a
sworn affidavit with the
commission that gives de-
tails of how Absa received
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By JEREMY WOODS

He is alleged to have taken R29-million
from the group but is said to he mounting
legal action against Absa in London.

On the forex losses, mMr Diedericks
claims in affidavits that in 1985, when the
rand fell heavily against the dollar, Volks-
kas notched up losses of about R280-mil-
lion on uncovered foreign dollar borrow-
ings. He says he was instructed by Dr
Cronje to “remove the loss from the sight
of the public and the SA Reserve Bank”.

Mr Diedericks says he devised a siraf-
egy to do this, but maintains that when the
losses were finally brought home, Volk-
skas had to re-value its head office build-
ing and sell it ontoiis Life-
gro insurance arm to
afford the loss.

In a written reply to
Business Times queries,
Absa says: “Although
Volkskas suffered some
forex losses in the mid-80s,
they were nowhere near
the R280-million Mr Died-
ericks claims.”

Absa says it notes that
Mr Diedericks continues to
make further allegations
regarding Absa to the me-
dia, “Absa does not wish to

Ri-billion of income from HENNIE DlEDERlCKS be continually embroiled

ihe Reserve Bank which it

used against the losses it suffered when it
withdrew its support from Tollgate and
put the group into jiquidation. Absa was
ihe main banker to Toligate.

When Tollgate collapsed over three
years ago, shareholders in the JSE-listed
group lost everything.

In recent weeks, Mr Diedericks, who
held senior management positions in
Volkskas and Absa, has teamed up with
Mr Askin to turn the tables on Absa.

Messrs Askin and Diedericks maintain

that if Absa had supported Tollgatd, the' ™

group could have survived and prospered.
This view is not shared by Absa,; which
considered the group heavily in debt and

badly run.
A warrant exists for Mr Askin's arrest.

e L ﬂ*_# spnki———— i A e——

in the media with Mr Died-
ericks and accordingly it won't respond in
detail to his allegations.”

Meanwhile, Standard Bank and First
National Bank have disputed claims that
they are seeking abogt R100-million from
Absa regarding Toligate’s liguidation.

Norman Axten, FNB's group commu-
nications general manager, said; “We
have not lodged any claim with Absa, but
we obviously have;an interest in the sec-
tion 417 inguiry a§ w%baql a banking re-
lationship with ?ph&@iﬁ{foﬂgate sub-
‘$idiaries”. L iy

A Standard Bink Spokesman said the
bank was merely one of'the creditors and
any action would have to be initiated by
the liquidators. It 1s believed the banks
involvement is less than R100-million.
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“0Old Mutual has

%n surplus
lenng Giliom
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splus of more than R18bn at the
- wend of financial 1999 after policy
. Tiabilities were set off against net
. agsets, the group’s latest annual
sireport shows.
- The actuarial value of policy hi-
- .gbilities totalled R102,6bn, while
el assets amounted to R120,7bn.
.. The excess of assets over liabili-
7 ties amounted to R17,5bn in fi-
.nancial 1994.
- ,.3;?%1’1& group’s chief actuary said
b, allgwances were made for expense
=+ inflation and for expected deteri-
- ~opationin experience due to AIDS.
.. ¥ 'The group’s total preminm in-
come rose 27% to R21bn in the
-yemr ended June, comprising indi-

\Ir{;dual business premiums_of
11,50n (R10,5bn) and a 58%
h in group business income

{&nore than R9,4bn.

iiBenefits paid to clients in-
creased by 14% to nearly R14bn.
Ttal group investment income for
the year rose 11% to R7bn. Total
gioup assets under management
ingreased to R164bn. (R138bn).
}‘Old Mutual increased its stake
in Nedcor by 1,8% to 52,7% and
aflded 1,9% to its shareholding in
Richemeont. Its Nedcor investment
i now R4,9bn (R3,2bn), and its
stakein Richemont R4,4bn.
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‘Standard to offg&'

BY LLEWELLYN JONES

Johannesburg — Standard Bank is
set to change the rules of personal
banking in South Africa with the
launch of the industry’s first cus-
tomer reward programme in line
with international trends,

Standard Bank launched the
programme to staff members at the
weekend, and will be launching to
clients next Monday.

Customers who join the pro-

gramme, known as Accolades, will

receive points for using two of
Standard Bank’s key products,
Standard Bank Mastercard and
Standard Bank home loans.

As points build up, customers
will be able to exchange them for
rewards ranging from cases of wine
to a trip overseas.

Noel Webb, the managing direc-
tor of retail banking at Standard
Bank, said Accolades added a new
dimension of fun and excitement to
conventional banking,

“In recent years banking prod-
ucts have matured and there is little
product differentiation except on
rate or price,” Webb said. “We need
to break out of the mould and
change the way we do business.”

Webb said 49 of the top 50
American banks had some form of
loyalty programme in place. But the
loyalty concept was also well placed
in Europe with Postbank Neder-
land, Banco Central Espano and

Lredit du Nord of Paris. Manage-

ment company Membership Ser-
vices, which manages 7000 cus-
tomer reward programmes interna-
tionally, also runs reward pro-
gramumes in Europe,

Webb said concerns that the pro-
gramme would place further strain
on South Africa’s burgeoning credit
were unfounded. “This is certainly
not designed to heat up credit, but
rather to encourage our customers
to extend and deepen their relation-
ships with us.

“The most important aspect of

credit control is still in place, wi
the same limits and credit manage-
ment that we have always had.”

He believed that the customer
reward programme would be more
successful than Voyager because it
had a much broader customer base
and range of rewards.

He said linking credit cards and
home loans to Accolades was just
the first part of the reward pro-
gramme, Other products would be
added to it “when the time is right”.

Stannic’s new vehicle financing
product was an obvious example.
Webb was not prepared to expand
further to “maintain the competi-
tive advantage”,

Webb expected the bank’s share
of the new home loan market to
grow about 20 percent this year
with the introduction of Accolades.
This would see Standard Bank's
share of the total home-loan market
grow nearly 2 percent.

Projections of growth in credit
card market share were more diffi-

sewards

L

cult to make, complicated by the
introduction of private label cards
and finding a suitable benchmark to
measure growth against. Never-
theless, Webb expected the pro-
gramme would see Standard Bank
make significant inroads in market
share,

Accolades members would also
receive automatic purchase protec-
tion, covering new goods pur-
chased with a member’s Mastercard
against breakage and theft. This
extended the cover already given on
airline tickets, guaranteeing service
by agreement between credit card
companies and airlines.

Members can aiso register for
the Payment Card Protection Ser-
vice, enabling them to register all
South African-issued credit, debit
and ATM cards — including private

- label cards — with the bank. Should

the member’s cards be lost or
stolen, one phone call to the bank
would ensure that all the cards were
cancelled and new ones ordered.
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" Thu b up for sc eme?

23 HELE
REGIS nf Banks Mr Christo Wiese said yesterday |
tmanagers of the controversial investment scheme Sun
Multi-Serve had ndicaied they wanted to legalise its
operations. He said the present scheme was illegal and
would have to be changed to comply with legislation.
Sun Mult-Serve was also negotiating membership with
the Nattonal Stokvels Association of SA and would have
to convert its operaticn into a number of stokvels because
of 1ts size. Wiese saxd Multi-Serve had a choice regarding
the type of stokvel it wanted to form. However, the organ-
1sation still had to supply him with a list of investors to
ascertain the size of its obligations - Suapa.
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Law on

savings

set to g;}%l ge

(1 Stokvel fiasco highlights need

Business Editor

CHANGES to the legislation govern-
ing informal savings schemes are on
the cards in the wake of the Sun Multi
Serve fiasco.

The Registrar of Banks, Christo
Wiese, said his office recognised the
need for informal savings schemes
that satisfied people’s needs and pre-
sent legislation would be broadened
— but the law must still protect the
public.

Changes might include:

@ Clearer definitions to help the
public distinguish between acceptable
and unacceptable practices;

® Regulations governing the report-
ing of financial information by self-
help societies;

M The replacement of the common
bond principle used in stokvels, with
contractual loan arrangements;

B Measures to make sure investors
were fully informed about risks; and,

B The replacement of the R9,9 mil-
lion limit at which stokvels must con-
vert to mutual banks with formal
self-regulation practices.

Mr Wiese said there was a need to
refine legislation to take into account

#—_'“—'_‘
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self-help “mogodisano” societies that
were bigger than traditional stokvels
and did not necessarily depend on a
common bond between members.

The amendments being considered
would tighten up the law and could
give the authorities more power to
deal with illegal schemes.

“Certainly there will be no amend-
ments to the legislation for the prac-
tice of paying exorbitant returns to
some investors out of the capital in-
vested by others.

“This would open a massive loop-
hole for unscrupulous operators to en-
rich themselves with a pyramid
scheme, and then abscond,” Mr Wiese
said.

On Sun Multi Serve (SMS), whose
assets of about R50 miilion have been
frozen by the courts, he said each in-
vestor should be paid out.

The Office for Banks had no option
but to direct that the funds of inves-
tors be repaid in the quickest way
possible within the law.

“There is no doubt that, if the SMS
operation had been left to continue,
many investors would have lost all or
some of their savings,” Mr Wiese said.
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Banke rated
by Moody’s

New York — Moody’s Investors
Service rated five South African
Banks Bai for long-term deposits
and Not-Prime for short-term
deposits,

Moody’s noted Nedcor Bank’s
conservative but fnmard-lnuking
Mmanagement and its solid financia]
posttion,

NBS Bank was rated on the
basis of its major position in the
South African retail market, 1vith
more than 10 percent of the residen-
ttal mortgage market about 5 per-
cent share of deposits, and growing
Insurance income —and its low
level of problem loans,

Standard Bank was noted for its
sound financial performance and
80od management.

First National Bank was rated
for its importan position in South
Adrica as one of the foyy main clear-
ing banks with major market shareg
approaching 20 percent.

Absa’s rating is based on its
strong market position ag the
largest bank in South Africa, with
more than 25 percent of the coun-
Ty's deposits, and the substantial
Progress the bank has made over
the past severa] years in combining
four separate banks inio one,
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Business Editor

MALAYSIAN businessman
Dato Samsudin Bin Abu Hassan
is to open a new banking group,
which will be listed on the Jo-
hannesburg Stock Exchange.

Mr Samsudin, whose inter-
ests in South Africa include a
stake in Boland bank through
his company Landmarks, 1s {0
buy Merhold’s 41,9 percent
stake in New Republic Bank
for R45 million.

Minority shareholders will
be offered 300c a share for
New Republic shares.

The deal will be done
through Redbridge Assets, a
company owned by Mr Samsu-
din and registered in the Brit-
ish Virgin Islands.

Redbridge will form a bank
{ controlling company, to be list-
ed on the Johanneshurg Stock
Exchange — with a majority
stake in New Republic Bank.
Shareholders holding more
than 50 percent of NRB’s
. shares have agreed to swap

iIstin

eir sharés for a stake in the
new company.

As part of the restructuring
of NRB, Redbridge plans a
rights offer to raise R100 mil-
lion as well as a capital injec-

tion into the new controlling
company.

W Otis Elevators lifted at-
tributable profit slightly to
R18,7 million in the year ended
November. Turnover rose five
percent as higher domestic
sales offset falling exports. Op-
erating profit dropped two per-
cent because of a change in the
mix of the business, directors
said, but slightly higher inter-
est receipts boosted bottom
line.

The final dividend is main-
tained at 40c a share, making
64c for the year.

Directors said results in the
current year would depend on
the market for commercial
high rise buildings.

B Consolidated Murchison
reported a drop in after-tax

. profit from R6,7 million to

R4,3 million in the December

alaysian set to open new banking
with

on the
FRCr 24 J11 9

quarter, as lower sales of anti-
mony concentrate and a lower
average dollar price cut reve-
nue. Gold revenue also feil in
line with an eight percent drop
in production.

Capital spending during the
guarter was R3 million
{R315 000 the previous guarter).
Commissioning of the metal-
lurgical projects had begun, di-
rectors said.

W The Commissioner of In-
land Revenue has approved
Gengold’s plan to set up a sin-
gle company grouping the ex-
iIsting Kvander mining opera-
tions of Kinross, Winkelhaak,
Leslie and Bracken together
with the adjacent mineral

rights owned by Gencor and
Randex.

Gengold said negotiations
were in progress with Gencor
and Randex for the acquisition
of their mineral rights in the
Evander goldfield.

Shareholders in Kinross,
Winkelhaak, Leslie, Bracken
and Randex have been advised
to exercise caution in any deal-

JSE.

ing in shares in these compa-

nies tintil further announce-
ments are made on the results
of the negotiations and terms
of the merger.

B Foodcorp chairman Grant
Thomas said the group was on
track with the forecast in-
crease in profits of between
14 percent and 16 percent in
the year ending August, but
warned shareholders that the
mid-year profit increase would
not reach 10 percent.

He said at the Foodcorp an-
nual general meeting that red
meat prices had been hit by
cheap imports.

B Metlife Health Services,
Metropolitan Life’s health sub- +
sidiary, has bought Clini-Sure
Select, a medical plan devel-
oped by a subsidiary of Clinic
Holdings. MetHealth plans to -
launch a new range of health
care options next month.

Bl Jasco Electronics has tak-
en over Multivid, a Boksburg
company selling closed circuit
television security systems, for
an undisclosed amount.

%



Business Editor

THE banking sector would do 1ts bit to contribute to
the Reconstruction and Development Programme
through the financing of low-cost housing, Nedcor
chief executive Richard Laubscher said.

He said after the Nedcor annual general meeting
in Cape Town yesterday that people seeking loans
for affordable housing were “kicking at an open
door”.

In the book year ended September, Nedcor had
made about 26 000 new advances in the affordable .
housing market, for a total of about R600 million. |

Mr Laubscher said 92 percent of borrowers at the \
bottom end of the market were up to date with re-
payments: 6,0 percent were 10 arrrears and only
1.5 percent were “prublematic".

The introduction of smart cards would also make
panking more accessible to the «unbanked” popula-
tion, he said. n

Nedeor had 30000 smart cards in operation and
planned a full-scale launch at the end of the month.

Also at the AGM, Nedcor chairman John Maree
said shareholders could expect further strong
growth from the banking group this year.

with market capitalisation at R14 billion, Nedcor
had moved up from 42nd place among Johannesburg
Stock Exchange-listed companies to 12th place, he

said.
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Adrienne Giliomee

THE Malaysian businessman who
holds 26,8% of Boland Bank is poised to
take control of New Republic Bank and
establish a JSE-listed banking group.
Dato Samsudin bin Abu Hassan,
chairman and owner of Boland stake.
holder Landmarks Berhad, will bu
nearly 42% of NRB for R45,2m thrnugﬁ
& separate company — Redbridge —
which he also chairs and controls.

_The Vlrgm_ Island-based Redbridge
will increase its holding to a majority
interest through a rights offer of at
least R100m in the next two months.

NRB MD Mac Mia said yesterday
the deal wag not related to Landmarks’
Boland stake. But sources close to
Landmarkﬂ_said the move suggested
the Malaysian owner had a hidden
plan, given his decision to take stakes
In two regional niche banks.

NRB said yesterday the new listed
company would hold more than 50% of

New RepUbliC
S8 ). b 241 4 .

1ts equity. The rights issvie — at 300c a
share — would be accompanied by a
capital Injection into the new listed
company. It said shareholders holding
more than 50% in total of NRB had al-
ready undertaken to swap their shares
for stakes in the new company.

The proposals are subject to ap-
proval from the JSE, shareholders and
the Reserve Bank. Two key seats on
the NRB board will be filled by differ-
ent parties following the deal.

Former deputy chairman Christo-
pher Seabrooke will be replaced by for-
mer Mercantile Bank executive direc-
tor Jonathan Scott. Seabrooke will re-
main on the board, while Samsudin
Bin Abu Hagsan has been appointed
non-executive chairman.

Further changes to the board of di-
rectors are expected to be made in con-

Junction with the proposed restructur-
ing of NRB. v

Continued on Page 2

Continued from Page 1
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be used to settle outstanding guaran-
tee obligations worth R76m relating to -

Mia said NRB -~ which has strug-
ﬁled to build its capital base following
eavy restructuring costs — would not
necessarily delist following the deal.
The focus of NRB would not change
but it would have added capital to grow
into different segments of the bnni-ing
industry, he gaid. “We certainly have
an opportunity to expand locally and in
the overseas markets ”
Merhold said the sale of its stake,

finance businesses it sold in 18993. y
Seabrooke, the Merhold chairman;,
said the move would free the group:
from its contingent liabilities, which'
had been “overshadowing the excellent:
performance of our media, electronics-
and industrial interests”. But provi:
sions linked to the guarantee obliga-
tions would prevent Merhoid and par-.
ents Sabvest and Sabhoid meeting
their profit forecasts for the year to Des .
cember 1995, -




K%bank board to exclude ex-directors

Amanda Vermeulen & Metropolitan Life — said yesterday

and Adrienne Giliome that the group had also earmarked
| ’ Zq, 1 } ?éRlOOm to inject into Afbank. NBS has
- AFRICAN Bank founder” and "chail- already made a similar commitment.
man Sam Motsuenyane and six former Motsuenyane — who set up Afbank
Afbank dlrentors,_ including Metropoli- 30 years ago and attempted to save it
tan Life MD Marius Smith, will be ex- from curatorship late last year — has
. cluded from the bank’s new board. been criticised for presiding over an op-

Sources at New Africa Investments eration which ran up assessed losses of
" (Nail) — which took over Afbank last P

year in a consortium with NBS and

Continued on Page 2

Nail's merchant arm Pleiade Invest
ment and Wall Street bankers Donald- .
son, Lufkin & Jenrette. :
The strategy was part of Nail’s plan
to become a focused financial services

58
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at least R200m. He said yesterday he
had not been informed of the decigion
but that he would accept any decision
made by the new shereholders.

It was a pity some of the previous
directors had not been asked to serve
again in the interest of continuity.

Motsuenyane said that a decizgion to
prevent Afbank’s 6000 minority
shareholders from choosing directors
could break the trust they had in the
bank. Smith was unavailagle.

Nail sources said part of the strat-
egy to revive Afbank included creating
a merchant banking institution,
African Investment Bank, beefing u
its retail services with new outlets ang
introducing an ATM card.

African Investment Bank would
flow from the partnership between

ﬁuup. Telkom chairman Dikgang-
oseneke, recently appointed deputy;
executive chairman of Nail parent Cor-
orate Africa, would be responsible for
g!ail’s financial servicrs interests, ¥
The drive could see Nail increase its
stake in Afbank, sinc» government —
which has a share in the bank — has -
said it would sell the shares to black
shareholders. Nail said it would wel-
come the opportunitv to increase ity
interest by buying the shares. !
Motsuenyane said it was essentia) .
to mainiain the “Africanness” of Afl ;
bank, ensuring it continued to reprer -
sent the people who had supported if
during bad times. Many gﬂpﬂﬂitﬂl‘ﬂ
were from the National African Fed!
erated Chamber of Commerce, which
had been Afbank’s launching pad. 5 |

H .



Sun Multi Serve cal

Lukanyo Mnyanda

SELF-proclaimed stokvel Sun
Multi Serve has drafted in attor-
neys Moseneke & Partners to for-

ward proposals on amending the
Banks Act.

Tiego Moseneke said yesterday
that h‘lB firm had been briefed to
create a legislative framework in
which schemes such as Sun Multi
Serve could operate.

PFinance Minister Chris Lie-

ey

vestiga-
tions mtu ways of accommodating
Sun Multi Serve and other tradi-
tional money saving schemes
legally, Moseneke said.

Registrar Christo Wiese, whois
handling negotiations with Sun
Multi Serve, was not available
yesterday.

Sun Multi Serve technical ad-
visor David Mogoshoa again ac-
cused Wiese of negotiating in bad
faith. He denied the scheme had

draft Bank Act changes

agreed to legalise operations, say-
ing it had agreed to formulate
“rules and regulations” to govern
it8 operations.

Meanwhile, Sapa reports that
police arrested a group of Sun
Multi Serve demonstrators out-
side United Bank in Welkom.

Supt Johan Coetzee =said
protesters, demanding access to
their frozen accounts, had blocked
a road and ignored warnings to

disperse.
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“FSamantha Sharpe * new capital regfirements over
CoalE L the next six months, particularly in the

\ CAPE TOWN — Strong new cashflows  areas of electrification, housing and
and; sound investment performance telecommunications.
had more than doubled Southern Life's “Now that the local government

RDP investment portfolio to about elections are to alarge extent over, mu-

R500m in 1995, the insurance group nicipalities will also be coming to the
sﬁi%%esterday. market for capital,” Leeman said.

" .The actual returns for the Future- Southern Life executive director
growth portfolio would be available Adrian Arnott said more than R100m
next month. had recently been invested directly by

Futuregrowth co-ordinator Michael ~Futuregrowth in RDP-related projects

Leeman said endorsements from the through holdings of R60m in Rand Wa-

country’s leading ension funds re- ter and R10m in Northern Transvaal

flettod growing confidence in the RDP water bonds. N n

and the investment portfolio as a de- More than 40 SA retirement funds ¢

livery mechanism. had invested in the portfolio, including t
“We anticipate there will be major the Murray and Roberts Fund.

— - Sy C—————
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Afbank to extend new

home-loan

By MAGGIER

Cape Town — The mortgage book
of African Bank, which was under
curatorship, was targetng for
growth of close to 50 percent over
the next year, Colin Franks, the
managing ditector, said this week.

Franks said Afbank was looking
to extend new home-loan advances
of about R150 million over the next
year. It would remain a people’s
bank but would consider extending
Its customer profile to reflect a
greater spread of the market.

Last year, NBS Holdings, in
partnership with New Africa
[nvestments and Metropolitan Life,
announced a rescue of Afbank.

Atbank collapsed under the
weight of bad debt in September
last year. Once the legal process of
the rescue had been finalised,
R100 million would be injected into
the bank, said Franks. Of this
R100 million, NBS will put in
R48 million giving it a 38 percent
stake in Afbank.

Franks said that the due-dili-

gence test undertaken by the res-
cue consortium of Afbank had

found the bank’s mortgage book to
be surprisingly healthy, with a
bad-debt situation of about 2 per-
cent of the book — no worse than
the industry average,

vances
58
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Most of Afbank’s bad lending,
he said, had been in the area of per-
sonal loans and hire-purchase
agreements and an amount of
R200 mullion had been set aside to
cover this. - |

Franks said mortgage loans con-
stifuted the backbone of Afbank

accounting for R304 million of the °

projected balance sheet of R522 mjl-
lion as of March 31 this year.
He said properties in possession
only amounted to R5 million.
Franks said while the mortgage
book was relatively healthy, the
bank was concerned about the neg-

ative effect retrenchments in the -

government sector would have on
this sector of the business.

“While there is a lot of goodwill

out there and a willingness to pay, if
people are without jobs problems
will arise.”

Trevor Olivier, the general man-

ager for mortgage, lending and sav-

Ings administration at NBS, ‘said
one of the strengths of Afbank’s
mortgage book was that many of
the loans had been granted on a

debit-order basis,
“If the housing and home-loan

market is to be normalised in
South Africa, employers are going
to need to make a contribution ..
to help restore a culture of pay-
ment,” said Qlivier.
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By MAGGIE ROWLEY

Cape Town — Futuregrowth, the
RDP-focused investment portfolio
in Southern Life’s stable, has more
than doubled its assets under
administration over the past year t0
nearly R600 million.

More than 40 of the country’s
\eading retirement funds have now
invested in Futuregrowth. Recent
investors include the Murray &
Roberts retirement fund, the
Imperial group’s provident fund,
the ABI Provident Fund, the
Firestone Provident Fund and the
Transvaal Municipal Pension and
Retirement Funds.

Michael Leeman, the co-ordina-
tor, says Futuregrowth expects the
fund will stand at about R1 billion
by the end of the year.

It comprises three funds—the
equity, income and balanced portfo-
lio funds. A property fund is likely
to be launched by mid-year, he says.

Oﬁtperfunned

The funds will soon report their
results for the year to end
December, They have significantly
outperformed their benchmarks —
the all bond index for the income
fund and 4 percent above inflation
for the balanced fund.

The strong returns and the pop-
ularity of RDP-related investments
have helped attract new investors as
well as further investment from ini-
tial participanis.

At the end of December the fund
stood at just more than R527,3 mil-
lion, but a good January pushed it

GCEE?Q close to 6[}(1

Leeman says Futuregrowth has
recently invested more than
R100 million directly in RDP-relat-
ed projects.

The two most significant invest-
ments are providing potable water
to disadvantaged communities
through holdings of R50 million in
Rand Water and R10 million in the
Northern Transvaal water board.

The recent launch of the
Futuregrowth equity fund will
allow it to be more involved in black
economic-enablement transactions.

Leeman says that R30 million
has been invested in a range of these
projects. Two major deals are being
completed.

The equity fund invests directly
in unlisted entities and presents
higher risks but potentially higher
returns to investors than the bal-
anced portfolio fund, he says.

Leeman says he is confident that
the funds can place a further
R500 million in RDP-related pro-
jects this year.

“We anticipate there will be
major new RDP capital require-
ments over the next six months,
particularly in the areas of elec-
trification, housing and telecom-
munications.

“Now that the local government
elections are ... over, municipalities
will also be coming to the market
for capital and we have already
seen the Johannesburg authority do
s0,” he said.

Futuregrowth, he says, is well
positioned to participate in these
projects on behalf of its participat-
ing investors.




JOHANNESBURG: The govern- -
ment had shown lack of care in
dealing with juveniles who com-
mitted serious crimes, DP youth
president Mr Sipho Mo | said
yesterday. e= [~ 2.1 1 { 9L
Juveniles who comrhitted seri-
ous offences like rape, murder and i
robbery should be jailed, not kept E

In places of safety.
The government’s decision to
keep them in places of safety was .F
foolish and wrong, Moganedi said. :
These places were ill-equipped to f
handie violent criminals. :
Moganedi said juvenile crimi-
| nals should be kept apart from
| adult prisoners while in jail,

Sun Multir-Serve
| | protesters held@

WELKOM: Police have arrested a
group of Sun Multi-Serve demon-
strators outside United Bank here.
Police said some of the protest-
€rs were blocking the road and
ignored warnings to disperse.
Police had no option but to arrest
- | them. T 20 | iQtﬁs
Other protesters rharched on
the police station. Sun Multi-Serve
—— | investors are demanding that they
have access to their accounts
which the Reserve Bank » 1
frozen.
et el i

i
~~, el =-ﬁ.+.q=.—u-nﬂ~:-—.mﬁ:ﬁﬂ,lmmm ‘

+
T

L . T



i

BY CHARLOTTE MATHEWS

helps I:Qw%@

Johannesburg — Strong growth
from the manufacturing sector,
linked to steady growth from the
auto-spares market, contributed to
a satisfactory increase in bottom-
line profit from engineering group
Hudaco in the year to November
compared with the previous year.
Chief executive Stephen Con-
nelly said the 24 percent increase in
earnings to 173c a share was very
satisfactory, particularly against a
background of lower inflation,
The dividend was raised by
21 percent to 80c (66c) a share,
Although group turnover was
22 percent better at R786,5 million,
this included acquisitions, mainly
BEP Bestobell acquired in August
1994, and some disposals.
Excluding these factors, sales
volumes were about 2 percent bet-
ter than last year and price increas-
€s were below 10 percent for the
second successive year.

oy

charge and a lower tax rate, owing
to the falling away of the transitior
levy, attributable profit reached
R50 million for the first time.

Connelly said the group expect-
ed another year of strong growth in
earnings a share,

The R74 million acquisition in

December of Transportation Motor
Spares, one of the largest whole-
salers of alternative spare parts for
light- and heavy-duty vehicles in
the sub-continent, was described as
a significant and strategic step.
The company’s prospects were
seén as advantageous with the
expectations that the country’s GDP
growth for this year would exceed
last year’s, with additional momen-
tum expected from RDP projects.

Against this scenario and taking
into account a small contribution o
earnings a share from the spares
company in its first year, the group
was expecting a strong growth in
earnings a share,

w..v—uz BEVERLEY

Durban — Dato Samsudin ibn abu
Hassan, a Malaysian investor, will
lead an investment drive into the
Durban-based New Republic Bank
(NRB).

He will buy Merhold’s 41,9 per-
cent interest for R45 million, which
is to be followed by the setting up of
a bank holding company and a
“substantial increase in the capital of
the bank”,

Dato Samsudin controls Land-
marks Berhad in Malaysia, is a
minority shareholder in Boland
Bank and has substantial property
interests in this country,

Mac Mia, the managing director
of NRB, welcomed the develop-
ment, saying it held enormous bep-
efits for the bank. The changed
shareholding increased the bank’s

58 )
capital base. It also mﬁ.m:@m..ﬂ%._m tive from March 12,

banks” management team with the
appointment of Jonathan Scoft as
executive deputy chairman, he said.

Scott was executive director of
the successful Mercantile Bank ang
has extensive experience in corpo-
rate banking, trade finance and cor-
porate finance.

Mia said the investmen by Dato
Samsudin provided NRB with the
Cpportunity to build on its historica]
strengths and expand its activities in
South Africa and the East.

The bank finances trade with the
East and is expected to increase this
activity.

According to the notice of the
deal, Dato Samsudin’s Redbridge
Assets will buy Merhold’s 39 8 per-
cent of the ordinary shares and
about 50,6 percent of the convertible
debentures for R45,2 million, effec-

Restructuring will follow, in
which Redbridge is expected to
increase the issued share capital by
at least R100 million and create a
bank holding company. A rights
issue is also expected.

The net effect would be to lift the
capital and reserves from the current
R130 million to just below Saambou
Bank’s R293 million.

Minority shareholders in NRB
will be offered 300c a share or
debenture. Shareholders who hoid
more than 50 percent of the equity
said they would exchange their cur.
rent investment for shares in the
holding company, which planned to
hold more than 50 percent of the
NRB equity and be listed on the JSE

The notice cautions sharehold-
ers, as there are a number of condi-
tions which must still be met.
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By Isaac Moledi

THE- Afrikaner Weerstandsbeweging has
called'* for..the resignation of all board
members of the Reserve Bank and urged
the Government to appmnt an open and
transparent judicial inquiry into the activ-
ities of the banking sector.

Responding to evidence given by for-
mer Absa bank executive Mr Hennie
Diedericks at a hearing into the the col-
lapse of Tollgate Holdings this week,
AWRB liaison officer Mr Fred Rundle said
Absa had wanted the enquiry to be secret,

%ls for an mqmry

26 i [9L
but failed in their attempt,

“The Government, which claims to be
transparent, should immediately appoint-
Ing an open and transparent judicial
Inquiry into the activities of the Reserve
Bank and other banking sectors.”

Rundle said the Government should
also review laws that prohibited taxpayers
from knowing who the secret shareholders
of the bank are. “They should also curb
powers of this highly secretive bank
which is vested with vast and awesome
powers 1n the handling of the entire eco-
nomic set-up of the country.”
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Protest

A
h

Sapa
Mrmabatho

anking was disrupt-
B ed at Absa branches

in Mafikeng yester-
day moming when a
group of Sun Multi Serve
investors forced staff to
close the banks.

Police monitored the
situation as demonstrators
chanted “No entry”.

Traffic was disrupted
and shopowners near the
affected Dbanks were
forced to shut for security
reasons.

Absa provincial gener-
al manager Piet Smith said
the Volkskas and United
Bank branches had to be
closed for the safety of
staff.

Demonstrators  said
they would stay on the
bank’s premises until Re-
gistrar of Banks Christo
Wiese had addressed
them.

SMS officials could not
be reached for comment.

Meanwhile, the North
West government said
yesterday it supported go-
vernment action to regu-
late get-rich-quick schemes.

Finance MEC Martin
Kuscus said the provincial
government was commit-
ted to the economic em-
powerment of disadvan-
taged sectors of society
and also supported the
concept of community
banking and easier fi-
nance access for poorer
communities, but believed
that the current get-rich-.
quick schemes would ben-
efit only a minority of in-
vestors at the expense of
large numbers who took
part at a later stage.

“It is from this perspec-
tive that the North West.
government warns the .
public against these |
schemes,” Kuscus said.

His government “f'ﬂagf
also concerned about-the”
social instability associat-
ed with the schemes, he
added. o
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By THABO LESHILO

Johannesburg — The Reserve Bank
is considering tightening its regula-
tory control over traditional finan-
cial practices of the country’s black
population.

In the wake of the decision last
month to freeze R50 million in
assets held by self-styled stokvel
Sun Multi Serve, Christo Wiese, the
registrar of banks, said yesterday
that new efforts to accommodate
informal black saving schemes
“may have the effect of tightening
existing legislation, and possibly
giving the authorities more powers
to deal effectively with illegal
schemes”.

The proposed changes follow
recent critidsms by blacks that the
Banks Act ignores their needs and
disregards South Africa’s status as a
developing nation.

By far the most important of the
possible changes would be to in-

crease the R9,9 million ceiling ori -

assets that stokvels are allowed to
hold. The limit, Wiese said, could be
replaced with formal sector self-reg-
ulation practices, with improved
internal control systems.

At present, informal rotating
credit unions (stokvels) are expect-
ed to convert to mutual banks once
their assets exceed the limit.

In detailing the Bank’s efforts to
negotiate repayment of investors’
funds in Sun Mult Serve, Wiese
said that possible changes to the
regulation of informal investment
schemes included:

[ Clearer definitions to help in-
vestors distinguish between accept-
able and unacceptable practices;

(] The creation of regulations re-
garding the reporting of financial
information by informal schemes;

[JReplacing the “common

W

"pperations legalised, -while

Bank wants more
power over illega
saving schemes

58 )
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bond” principle that holds stokvel
members together, with more trans-
parent contractual loan arrange-
ments; and

(O Fully informing investors
about the risks inherent in the prod-
ucts they are offered.

Although the Bank was trying to
accommodate traditional financial
practices, Wiese said he would not
tolerate any breaches of the law.

“Certainly, there will be no
amendments to the legislation for
the practice of paying exorbitant
returns to some investors out of
capital funds invested by others,”
he said. “This would open a mas-
sive loophole for unscrupulous
operators to ensich themselves with
a pyramid scheme, and then
abscond.” . -

The regulatory changes being
considered follow the two weeks of
discussions between Sun Multi
Serve and the Bank. The scheme
wants its assets unfrozen and jts

maintains it was an illegal pyramid
scheme.

Wiese said that the scheme had
continued to operate after its assets
were frozen, and even expanded its
activities in contempt of a court
order not to do so.

He said a fist of Sun Multi Serve
investors was still being compiled
with a view to returning their
funds. However, this was being
hampered by the fact that the
scherne kept incomplete records.

Sun Multi Serve’s lawyer, Tiego
Moseneke, said the possible regula-
tory changes outlined by Wiese
would be “a huge advance in the
creation of room for traditional
black savings schemes”. He said the
proposed changes could resuit in
the creation of numerous new finan-
aal institutions in this sector.
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that new regul

Sun ‘stokvel’

mass action to
ze funds

Mmyiﬂl |9t

S ulti Serve (SMS) will
launch a “national rolling mass
action programme” tomorrow to
demand the speedy release of its
R50-million in frozen accounts,
Thousands of SMS members
from its 28 branches countrywide
are expected to picket outside
Standard and United banks.
Addpressing a press conference
in Johannesburg yesterday, SMS
spokesman Victor Monamodi
said the action would continue on
Monday. The move came a day
after the Office of Banks said the
controversial investment scheme
should be wound up and in-
vestors’ funds returned to them.
Monamodi accused the Gov-
ernment of “reneging on-the
agreement reached on January 7
ations should be
developed to ensure that our op-

(5%

LY .
' erations resume”,

“They have been shifting the
goalposts-constantly,” he said.
“Our understanding is that the
process of drawing the regula-

| No doubt
| investors
| would lose,
| says bank

tions is continuing until the nego-
tiations forum decides other-
wise.”

Monamodi said their demand
was reasonable compared to the
handouts the Reserve Bank had
given to Absa and the writing-off
of debts for white farmers.

. Ealier; The Reserve Bank said
the Office of Banks had rejected
Stin Multi Serve's suggestion that
it be-allowed to continue operat-
ing under new rules in line with
proposed legislation to make such
schemes legal.

—_ — =

g S—

ihe Keserve Bank said in a
statement: “After protracted ne-
gotiations the Office of Banks has

now concluded that this carmot
bedone...

4 “In terms of the law there is

only one course of action possible,
namely that each member’s share
of the available money of the ille-
gal operaton be repaid. There is
no doubt that, if the SMS opera-
tion had been left to continue,
many investors would have lost
the total or part of their savings.”

The Office for Banks recog-
nised the need for informal fi
nancing systems which satisfiec
the needs of the people, but th
law should continue to provid
reasonable protection to the gen
eral public, the bank said.
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anking laws will have to provide for financing schemes
in previously disadvantaged areas. Stokvels have al-
ready been legalised In January 1994, the Reserve
Bank issued a legal notice — in terms of the Banks Act — bring-
ing these traditional savings schemes within the ambit of the
Banks Act. This is the only legislation dealing with “grass-
roots” banking.

The notice allowed stokvels to operate as savings schemes,
provided members have a common
bond (through membership of a society
of some sort) and accept and use money
pooled for a specified purpose, such as
maintenance or childbirth.

Other lesser-known schemes fall B T e
outside the scope of any Act. While they [TEE 2§
operated on a small scale, it was not [JEBEEe:
necessary to legislate for them An ex- JHNES
ample is Mashonisa, which involves B
one person borrowing from another JEEREC
and paying back at month-end with IS
50%-60% interest. Because the loans [
involved were less than Ré6 000, they SEISREITaRiES
did not fall foul of the Usury Act. Wiese. halfed a

Office for Banking Supervision pyramid
spokesman Johann de Jager says that
regulation for such schemes is unnec-
essary because they usually operate informally But as more
people enter the economy, schemes are becoming more com-
plex and the sums involved bigger — so further regulation will
be needed.

The issue has been highlighted by the decision of Registrar
Christo Wiese to close down the operations of Sun Multiserve
The quick (and big) money promised to black investors through
this 11-month-old scheme has no resemblance 10 a traditional
stokvel.

A book — Sfokvels in §A, by National Stokvels Association of
SA CE Andrew Kehla Lukhele — explains that the concept has
existed for decades The name is a corruption of the “stock
fairs” held by early setilers. Employees used to pool money and
the benefit {the animal bought) went to one member at a time.
The members had to be known to one another, to ensure con-
tinuity.

Says De Jager: "The scheme depends for fulfilment on re-
cruitment of new members to finance the high returns — up to
300% within weeks — to existing members.”

For everyone 1o profit, there has to be an unlimited supply of
willing investors. As soon as membership falls, members who
have not yet qualified for distribution lose. Another factor that
erodes the scheme’s feasibility is that money is deposited, on
behalf of the members, In a neninterest-bearing current ac-
count of a commercial bank

The 1994 amendment to the Banks Act excludes from “bank-
Ing business” the operation of a stokvel, a credit union, an em-
ployees’ savings scheme and a temporary building society,

(68D Fn2b 1|9k

They are allowed to run as savings schemes

Because they are not banks, they do not have to comply with
the prudential and reporting requirements of the Banks Act and
banking regulations

To make self-regulation workable, modest restrictions are
imposed, such as a R9,9m cap on the value of “deposils” which
a savings scheme may accept from the public. However, about
R50m was allegedly held by Sun Multiserve and CE Peter Tau at
various institutions before the ac-
counts were frozen.

Organisations that want 1o accept
larger deposits have to regisler as mu-
tual banks These must have R10m in
start-up capital (compared with the
RA0OmM tor anv other banky, but are oth-
erwise subject to lhe same require-
menils as banks Any organisation
excluded from banking business must
belong to a representative body — for
stokvels, the National Stokvels Associ-

ation
&1  Sun Muluserve did not comply with
any of these requirements It1s clearly a
pyramid structure.

There’s no possibihity such organisa-
tions will be legalised. “I do not want to
give the impression that the Banks Act is negotiable,” Finance
Minister Chns Liebenberg is on record as saving.

Organisations operating tliegally will have to convert to a
proper stokvel or some other acceptable form of savings. If
they exceed the cap on deposits, they will have to register as
mutual banks 1If Sun Multiserve is to survive, 1t will have to go
this route If it does and it convinces the authorilies 1 will run
on sound business principles, they may allow it to operate,

The Office of Banking Supervision has been criticised for cur-
talling Sun Multiserve by those who see the clampdown as an
attempt to stifie black empowerment But Nafcoc Gauteng
president Mashudu Ramano agrees with the Registrar's view
that Sun Multiserve is a pyramid scheme “Returns of the size
promised cannot be generated otherwise ”

Fabcos secretary-general David Moshapalo savs his organi-
sation will not comment pending the outcome of discussions
between the Registrar, Sun Mulliserve and Fabcos affiliate the
National Stokvels Association. Bul he savs the Act may have to
be changed. “Circumstances other than those thal now prevail
led to the capping of deposits at R9,9m So a higher cap and a
more flexible, Innovative approach 1s needed ”

The Bank has been condemned for acting too late De Jager
says there has to be a prnima facie case agamnst an mstitution op-
erating in contravention of the Act. He describes action against
the schemes as a no-win situation, Investors resist intervention
In the initial, successtul stages of money-making When the
scheme reaches saturation point, 1t's too late investors then
expect the authorities to make good their losses H

De Jager . . .
informally

operate
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this, the public sector
and the tax burden
grew enormously and
restrictive labour laws
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companies have in-

vested in labour-saving technology and
started to move production offshore.
This is contributing to structural unem-
ployment.

To sustain employment in these cir-
cumstances, government spending has
had to rise. And despite rising taxes, gov-
ernment has not been able to fund the
welfare State without recourse to bor-

creating sustained growth

Sweden’'s welfare State 1s slowly
grinding to a halt as the costs become
too great to bear.

Governments which allow the markets
to freely allocate scarce resources are
most likely to afford welfare for people
who need it. B

rowing. Now the country has the addi- LAW OF CHEQUES
tional burden of a large government debt
and the cost of servicing it STOP SIGN

Since 1990, the top marginal tax rate
was reduced from 76% to 58%, but with a
Vat rate of 25%, the marginal rate on in-
come used for consumption is still about
70%. A 35% payroll tax and “compulsory
contribution,” scheduled to tise to 38%
by 1998, adds a significant burden.

The tax burden is about 50% of GDP,
which is two-thirds higher than in the
US, Japan and the UK.

Despite attempts to reform, there has
been a surge in unemployment since
1990 (see graph) and unemployment
barely declined last year, despite strong
economic growth. Rising unemployment
has “had little impact on real wage
growth, which was higher in the de-
pressed retail sector than in the boorming
export sector.”

When there is no connection between
what people put into a system and what
they can get out of it, the system will in-
evitably run down. In our search for a so-
lution to poverty endured by a big section
of the population, we must look at the
important role of economic Incentives in

Has a bank the nght to recover the
amount of a cheque erroneously paid out
after the client has issued an instruction
to stop payment?

The Appellate Division of the Supreme
Court has now pronounced on this im-
portant issue and said no

The issue arose in B&H Engineering vs
First National Bank, reported last year.
Howard Sher, of attorneys Deneys Reitz,
says the engmeering company under-
took to manufacture certain goods for S.
The goods were delivered and S drew a
cheque on First National Bank n favour
of the company. However, before the
cheque was presented for payment, S
unjustifiably stopped payment.

Unaware of the countermand, the
company presented the cheque for pay-
ment through a collecting bank. First Na-
tional negligently overlooked the
countermand and credited the amount of
the cheque to the company

By overlooking its chent’s instruction,
FNB incurred a loss. It then sued the

company for the amount, using a well-
known doctrine in SA law {(unjust enrich-
ment) and succeeded in the trial court —
the Transvaal Provincial Division

In argument before the Appeal Court,
the parties agreed on certain guidelines
for deciding the case The bank would
have a good case against the company, if
it had been enriched by recerving pay-
ment of the cheque and if the enrichment
was unjustified.

After detailed analysis of commercial
usage relating to payment by cheque, the
court concluded that a contractual debt

. 15 extinguished the moment the bank

pays the cheque to the creditor.

This remains the law whether or not
payment, at that stage, has been autho-
rised by the drawer of the cheque (the
debtor under the contract).

It follows that the company in this case
was not enriched by the payment of the
cheqgue, because this amount was set off
against the original claim against S. The
company’s net financial position re-
mained unchanged. In the light of this
conclusion, 1t became unnecessary for
the Appeal Court to consider the second
element — whether the enrichment was
unjustifiable.

The decision of the trial court was
therefore overturned.

However, the Appeal Court noted that
the bank would itself have a claim
agamst S on the basis of the same
doctrine of unjust enrichment. This is
because S was released from her debt to
the company through payment of the
cheque.

But this would not be the situation in
all cases of payment of a stopped
cheque, as there could well be special
circumstances to affect the outcome,

For example, a bank may have paid a
cheque in deflance of an instruction to
stop payment, where the original debt
itself was on the point of becoming pre-
scribed, or where the parties were nego-
tiating to reduce the amount of the debt.

Lastly, the court pointed out that a
bank may not know, without further in-
vestigation of the circumstances, which
party might be unjustifiably enriched
through payment of a stopped cheque.
These circumstances could be critical to
the bank's own liability incurred by pay-
ing the cheque

if there is a general moral to be drawn
from this decision, it 1s that banks should
be efficient enough to give eftect to
clients’ instructions to stop payment of a
cheque &
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to target ba
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Lukanyo Mriyanda

PYRAMID scheme Sun Multi
Serve announced ancther mass
action programme yesterday in a
bid to force registrar of banks
Christo Wiese to release its frozen
funds.

The announcement coincided
with warnings by officials ap-
pointed by the registrar to man-
age the scheme that they could not
rule out criminal charges against
the fund’s management.

Sun Multi Serve spokesman
Victor Monameodi told a news con-
ference 53 000 investors would
picket outside Standard and Unit-
ed Banlk branches in their areas
tomorrow and would invade the
banks next week to demand the
release of their money.

Monamodi again accused Fi-
nance Minister Chris Liebenberg
and Wiese of reneging on an ear-
lier agreement to change the
Banks Act. Sun Multi Serve would
ask President Nelson Mandela to
mediate, he said.

As white men from the banking
community, Monamodi said, Lieb-
enberg and Wiese did not under-
stand schemes based on African
culture and they could not be im-
partial when banks conflicted
with members of the disadvan-
taged community. _q

Presidential spokesman Parks
Mankahlana said Mandela would

listen to Sun Multi Serve if it re-
quested a meeting, but was un-
likely to intervene as he normally
worked through his ministers.

Mandela had asked Lieben-
berg, who was keeping him in-
formed, to get involved in Sun
Multi Serve’s dispute with the Re-
serve Bank.

Meanwhile, Tim Store, who
was appointed ww the registrar to
manage & m Multi Serve, said he
would b publishing newspaper
advertisements urging investors
to reclaim their funds next week.

Negotiations had not yielded
much and they had now entered
the “investigation and repayment
of funds phase”.

“I have been asked to conducta
thorough investigation into Sun
Multi Serve’s affairs and I can not
exclude the possibility of eriminal
cases resulting from them.”

Fund MD Peter Tau’s bank ac-
counts had also been frozen when
the registrar closed the scheme
last month. At the time, Tau said
the still undisclosed amount of the
fund’s money had been put in his
personal account for “safekeep-
ing” after the scheme’s accounts
were frozen. He could not be
reached for comment yesterday.

Spokesmen for United and
Standard Banks said they were
aware of Sun Multi Serve’s plans
and would be taking precautions.
The police had been informed.
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Sun Multi Serve spokesman Victor Monamodi, left, and technical adviser David Mogashoa at yesterday's an-
nouncement of the launch of a national mass action campaign to force Registrar of Banks Christo Wiese to
release the scheme’s frozen funds. Picture: NICKY DE BLO!S
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By SIFELANI MLAMBO

THE SOUTH African
Reserve Bank will release
the R50 miilion it froze
from a pyramid scheme,
Sun MultiServe, to indi-
vidual investors only -
and not to the directors of
the scheme.

In making this announ-
cement, Reserve Bank
Deputy Registrar Andre
Bezuidenhout said this
would be done to ensure
investors were protected,

He denied media re-
ports that the Reserve
Bank would release the
frozen funds to Sun Mul-
tiServe.

Bezuidenhout called
upon investors to give
their names to the Bank

Bank to @3%& inuves

as a ful] list of investors’
names had to be compiled
before funds could be re-
paid,

He said the Reserve
Bank had difficulty in
compiling a list of in-
vestors because Sun
MultiServe did not keep
proper records.

It was most unlikely
that investors would re-
cover all the money they
had invested, he said, be-
cause some of the money
had been dispersed by
Sun MultiServe before
the authorities stepped in
and MultiServe had less
money 1n the kitty than

get pyram

had been paid to them by
INVEStOrs

In a statement Bezuid-
enhout said the scheme
fell short of being a stok-
vel or mogodisano (self-
help) in terms of the
Banking Act, because its
financial investments ex-
ceeded the R9,9 million
limit regarded as the
point where stokvels
should convert to banks.

The Reserve Bank fro-
ze Sun MultiServe’s
banking accounts because
the scheme was operating
legally.

Bezuidenhout said
mounting uncertainty by

— y— ———— oy —

Sun MultiServe investors
had prompted the Re-

serve Bank to act.

He said recent threats
by Sun MultiServe to
mobilise 1ts **concerned
investors” to discuss the
possibility of rolling mass
action against the Re-
serve Bank were short-
sighted.

He said the planned
mass action at certain
banks was aimed at press-
urising the Reserve Bank
to act in a manner that
would serve the interests
of the Sun MultiServe di-
rectors only.

Bezuidenhout said dis-

id loot
#orghlab (e
tors only

cussions with Sen Multi-
Serve had been hampered
by difficulties in identify-
ing who was in authority.
I'he Reserve Bank had
held discussions with
three different people
purporting to represent
Sun MultiServe, Bezuid-
enhout said.

However, Sun Multi-
=erve denied this claim.

Sun MuitiServe’s spo-
kesman, Victor Monamo-
di, accused the Reserve
Bank of' being racist.

He said Finance Minis-
ter Chris Liebenberg and
the Registrar of Banks,
Christo ﬁﬁnlm.m.__ were

white men concerned oniy
with protecting the estab-
lished banking commu-
nty.

Sun MultiServe, he
said, has requested an
audience with President
Mandeia to try to settle
the issue.

The Reserve Bank con-
tends that the R50 mil-
lion that the court froze
may have been solicited |
by misrepresentation.

“Some of the investors |
had been misinformed.
and under such circum-
stances it was prudent for
the Registrar of Banks to
approach the court to get
a directive to freeze the
funds,” he said.







Court to decide on

tokvel’s funds
2 AEb 2]l

trick Wadula
and Lukanyo Mnyanda

THE Supreme Court would decide the |
destination of R3,9m of Sun Multi
Serve’s frozen funds held by Absa’s
United Bank, registrar of banks Chris-
to Wiese said yesterday.

This followed banking group Absa’s
request to the Reserve Bank to remove
all Sun Multi Serve’s frozen funds from
United Bank.

Absa spokesman Nick Cairns said
the group was no longer willing to ex-
pose clients and staff to the dangers of
a mass action campaign by the
scheme’s members. An application to
the Supreme Court to have the funds
removed from Absa branches would be
discussed today.

About 50 Sun Multi Serve account
holders picketed a Volkskas Bank in
Vryburg, Northern Cape at the week-
end. Cairns said demonstrations by
Sun Multi Serve supporters had led to
the temporary closure of Absa branch-
es in Rustenburg, Bloemfontein, Mafi-

Continued on Page 2

(%)

Continued from Pagel

o
keng and Welkom.

Ao,
Ak
sun Multi Serve last'sw

rweek an-

nounced a mass action campaign tar-
geting United and Ste -.;";E:'I_I.. Bani
branches to force Wiese t( e

frozen funds.

Cairns said Absa would not tolerate
the intimidation of its staff and clients
and TreléVant authorities had been con-
tacted to deal with this.

The' future of Sun Multi Serve was
out 0fyAbsa’s control and investors
‘Qggl‘ée up the&‘r cage with relevant

uthorities, he said.
alf‘}'-‘ ‘ éi%%ﬁrd ‘Bank spokesman said

. hig' banlk:was taking precautions in the

vake of thie of the threats.
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| unsafe and illegal deposit-taking schemes.

Frozen pyramid scheme

operators still defi7n
Lukanyo Mnyanda 5&) w 50 H 5}

SUN Multi Serve would continue operating in its pre-
sent form despite registrar of banks Christo Wiese’s
threat to act against the group ifit reop ened its pyra-
mid scheme, Sun Multi Serve spokesman Victor
Monamodi said yesterday.

He said investors would not heed Wiese’s call for
them to claim their funds, and the mass action cam-
paign for the release of their frozen funds would con-
finue. “Our people totally reject the Reserve Bank’s
offer. They want to be repaid by Sun Multi Serve and
not Wiese,” Monamodi claimed.

He said negotiations with the Bank and the fi-
nance ministry had failed and the scheme had asked
to meet Deputy President Thabo Mbeki and Minister
without Portfolio Jay Naidoo.

Sun Multi Serve had considered converting its op-
erations into a stokvel, but the National Stokvels As-
sociation of SA’s “attitude towards the scheme had
made this impossible” and it was likely to continue
operating outside the agsociation’s control.

Wiese said vesterday Sun Multi Serve would not
be allowed to operate as an illegal scheme and the
Bank would continue to enforce the regulations of the
Banks Act. Wiese said he hoped the high media cov-
erage of the case would deter people from investing in

Wiese saidno er meeﬁnga were planned. The
Bank was now “following procedures” and would ad-
vige investors on how to reclaim their money later
this week. The process of repaying investors was ex-
pected tolast a month.

Meanwhile a “got-rich-quick” scheme which had
beetiioperating under the guise of a burial society in
Mafikeng had gone bust, forcing the director to seek

olice protection from angry investors, Wiese said.
ts director was held in custody for his own safety

after about 2 000 investors lost more than R3m.
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By THABO LESHILO

Johannesburg — Sun Multi Serve is
to briefly suspend its protests aimed
at United Bank and Standard Bank
after the arrest of its members in
Rustenburg yesterday.

However, its spokesman, Victor
Monamodi, warmed that the 53 000-
member organisation was not capit-
ulating in its fight to have the
Reserve Bank unfreeze its accounts
with the two banks.

“We need the respite in order to
devise new and more effective

strategies,” Monamodi said.

A police spokesman said 71 peo-
ple had been arrested for “toy1-toy-
ing outside the Standard Bank with-
out the permission of the munici-
pality”. They were later released
without being charged and warned
to appear in court on February 29.

Standard Bank corporate affairs
consultant John Gaunt said repre-
sentatives of the protesters had met
the branch manager who had
“explained our position that Sun
Multi Serve's funds are now in the
hands of the curator and can only be

ds protests
e )zo| 1|96

released by i order”.

Absa spokesman Nick Cairns
said the bank wanted the Reserve
Bank to find an alternative place to
keep the R3,9 million in Sun Multi
Serve's account at United Bank.
“Sun Multi Serve is not our client
any mote and there is no point in us
keeping the money. It attracts un-
necessary attention to us,” he said.

Cairns said only the Reserve
Bank, which was granted permis-
sion by the Supreme Court to freeze
Sun Multi Serve’s accounts’ last
month, had control over the money.
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Currency shops
being planned

] New venture targets t rism
G llr%"

Business Staff @g gn exr:%ange services and managing

CORNER shops buying and selling director Lilian Boyle admitted Master
foreign currency. a common sight at Currency would compete with exist-
any major tourist destination 1 Eu- ing operations.

rope. could also be regular featur¢ in However. the mvestment represent-
the Cape in a new Dusiness venture ed a commitment to the New South
announced vesterday Africa. “a grass roots operation with-

Property developer and Gugulethu out the baggage of the past,” said Mrs
entrepreneur Zitulele KK Comb has Boyle.

- joined forces with Rennies Trav_el. A Reserve Bank license to operate
part of the Safren group, to E‘Stabhﬂh the bureaux is held by REnniES Trav-
Master Currency. el but Mr Combi hoped Master Cur-

The currency shops will target the  rency would win a license in its own
Cape's burgeoning tourist industry, right later this year.

bringing in bilhions of rand a year _

with continued growth forecast. He added the firm expected to em-
Alreadv Master Currency is operat- ploy about 40 people with emphasis on
ing one store 1n Strand Street. which training black maltriculants.

opened a little over 2 month ago. Mrs Boyle and Mr Combi declined
Four more outlets are planned over to speciiy profit forecasts for.the new
the next few months. 1n Greenmarket  venture, but Mrs Boyle said Rennies -

Square, the Waterfront. and Cape Travel's new outlets usually took
Town and Johannesburg international  about six months to break-even.

airports. Master Currency’s commission

Mr Combi's firm Combi and Com-  charge would be around 1,5 percent,
pany and Rennmes Travel control Mas-  Mr Combi said. This compared with
ter Currency equally, ownership rates of between one percent to 1,25
struck at 50 percent each. percent being levied by two major
Rennies Travel already offers for- banks contacted yesterday.
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JOINT VENTURE: Directors of the new foreign exchange compa-
ny, Master Currency, are, from left: Bheki Tshabalala, Lilian Boyle
and K K Combil.
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Banks Act ..

‘By Isaac Moledi

' THE Sun Multi Serve saga has prompt-

ed discussions aimed at reviewing the
Banks Act.

Discussions centre on the need to
broaden existing legislation to recog-
nise larger society schemes and
mogodisano clubs.

Although black business organisa-
tions and financial experts differ on this
issue, there is consensus that a mecha-

- nism to refine existing legislation to

allow mogodisano clubs that are larger
than traditional stokvels is needed.

There are proposals that in the new
sct-up the stokvels should not necessarily
be dependent on a cornmon bond existing
between members.

New legislation

Sun Mult1 Serve, which has its R50 mil-
lion frozen by the Reserve Bank, has
been consistent in their demand for a for-
mulation of new legislation which is
accompanied by certain rules to govern
their business.

However, the National Stokve] Associa-
tions of South Africa (Nasasa) says
although it “totally” rejects SMS’s way of
operation, the present structure of mogodis-
ahos and stokvels should be left as they are.

“What we are looking at is to change
the R9,9 million ceiling to accommodate

the operations of larger societies,” says
Nasasa director for membership services
Mohau Phatlane.

The Council of Southern African
Bankers (Cosab) says while it believes
that the Registrar of Banks took the right
decision by freezing SMS's R50 million,
as 1t did not conform to the Banks Act, it
however feels that what can be debated is
whether the R9.9 million limit for
stokvels 1s enough.

“If the development in the mdustry is
such that the R9,9 million is not enough for
the association’s operations, then that can
be re-evaluated and renegotiated. But we

do not think that the 1ssue of law 1s relevant

to Sun Multi Serve,” Stuart Grobbler,
Cosab deputy general manager says.

Nafcoc, which has also opposed the
way SMS operates, says the only change
that the organisation is advocating is that
of lowering capital requirement that is
demanded by the Banks Act.

“Presently the Act requires associa-
tions to have about 25 percent of their lig-
uid assets as reserves to enable them to
operate as banks. And we are saying this
requirement needs to be lowered to give
people an access to start their communi-
ty-type schemes,” says Nafcoc’s Gauteng
president Mashudu Ramano.

The Reserve Bank also agrees that
the existing legislation be amended,

but 15 worrted by pyramid schemes
such as SMS.

m
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By Mzimkulu Malungi

O APPOINTMENTS HAVE been
made to the new board of
African Bank, says New
Africa Investments Limited
chairman Dr Nthato Motlana.

“It is unfortunate that people have
been tafking about African Bank’s
board even before there is one,” 5aYs
Motlana,

There has been speculation that the
chairman of the old Afbank board, Mr
Sam Motsuenyane, has been dropped
from the list of people who will serve
on the bank’s new board.

Reports on the board issue also
mention that among those to be
dropped from Afbank’s board is Met-
ropolitan Life managing director Mar-
ius Smith,

Motlana declines to be drawn on

Nail chairman Dr

EL Il P
el ] ELTN
'

Nthto Motlana

stays tight-lipped on appointments

the Motsuenyane
issue,  arguing
that discussions
around Afbank’s
board will only
start once the
process of getting
the bank back on
its feet nears
completion.

He says there
are a number of
developments
that need to take
place before the
bank can appoint
new board mem-

bers. The chief executive of
DLJ Pleiade, a financial
institution charged with the
task of overseeing the
process, Mr Rob Dow, says
g, the bank’s shareholders first
eI i : #| have to meet to approve the
& 7 new transaction,

Thereafter the Supreme
court will still have to
approve registration. DL]J
Pletade will then be re-

named the African Mer-
wourer 2l chant Bank, with African
Afbank’s Bank and an American
investment bank, DLJ, as
the major shareholders.
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Speculation on
board is unfortunate, says
Motlana.
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Robyn Chalmers
development finance institutions, as
THE private sector would be lobbiedto  there has been a degree of overlapping
gi]ay an increasingly important role in with functions in the ast,”he said.
ancing infrastructure in partner- At the release of the bank’s results
ship with the Development Bank of recently, it was estimated that the pri.
Southern Africa (DBSA), new CE Ian vate sector could become involved in
Goldin said yesterday, infrastructure projects totalling more
The structure of top managementat than Rlbnin the coming year.
the bank would be placed under the Goldin said it was important to en-
spotlight to ensure the spread repre- sure private sector participation in the
sented SA’s racial mix, he said. infrastructure Projects was secured,
Goldin, who is a senior economist at  and restructir: g of management had
the London-based European Bank of to be addressed. The issue of affirma-
Reconstruction and Development, will tive action would also have to be Iooked
return to SA towards the eng of March. into. However, he said government, the
He was encouraged by the direction bank’s board and all other involved
in which the bank was moving and be-  parties would be consulted fully before
lieved his role would be to ensure decisions were taken.
transformation was completed sue- Goldin has been involved in high-
cessfully. “After discussions with  level policy discussiong with the SA
Deputy Finance Minister Alec Erwin government on agricultural and rural
and bank chairman Wiseman Nkhulu, strategies as well as budget and trade
I have a good sense of the broad direc- igsues, He has experience in develop-
tion in which the bank is moving and ment economics and the workingg of
the progress hasbeen heartening, international institutions, having been
“I am absolutely committed to en- a research and programme director at
. suring the bank is ready to playitsrole the Organisation for Economic Co-
¥y in the new SA, and that role is the operation and Develo ment in Paris,
financing of infrastructure. This slots He also worked for the World Bank.
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sinvest fr rz Atbank
E) D I|{2]4 :
Patrick Wadula b
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THE N:gtinnal African Federated Chamber of Com-
merce (Nafcoc) has called on its members to with-
draw their deposits from African Bank, which, it
helped found, in protest against its new direction.

Nafcoc president Joe Hlongwane said yestertday
he had already removed his cash from the bank, and
was advising his members to follow suit. |

He said the bank, which was now controlled by
New Africa Investments Litd and NBS, no longer rep-
resented its founding Nafcoe membership. -

Afbank’s founder and chairman and Nafeoc’s
founding president Sam Motsuenyane, who was un-
derstood to have been excluded from Nail’s plans for
Atbank’s new board, had also been given a “rough
deal,” Hlongwane said. “Our people have been
thrown away.”

Hlongwane’s call brings to a head months of ten-
sion between the organisation and N ail, after the two
launched rival rescue bids for Afbank. Nafecoc’s mem-
bership are minority shareholders in Afbank, but ac-
count for a large slice of its cash on de osit.

Nail and NBS, which together hnlg 59% of Afbank,
are planning a major restructure at the bank, which
includes creating a merchant banking institution,

African Investment Bank. But Hlongwane said Nail

and NBS had failed to contact Nafeoc about the
plans. Afbank CE Colin Franks said he would contact
Hlongwane to discuss Nafcoce's stance.
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PYRAMIDS
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un Multiserve is a familiar name. But it is only one of g
Snumber of pyramid schemes under investigation by the

authorities — mostly the fraud squad — or which have
been closed.

Pyramid schemes catch on well where investors are unso-
phisticated, have little access to information and are unfamiliar
with the mechanics of capitalism. Similar schemes have flour-
ished (briefly) in Bulgaria, Nigeria, Liberia, the Ivory Coast and
Bophuthatswana.

But even sophisticated people have been
duped. And some pyramids are well disguised.
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thus fell foul of the Banks Act (Economy January 26). Though
similar at first glance, stokvels and pyramids are very different,

A stokvel could be a group of 10 people contributing R10 a
month. Each, in turn, gets R100. This allows all, except the last
one, 1o receive R100 earlier than if they were saving R10 a
month. Each person knows how much they will get and when.
Failing that, they know where the fund manager lives.

Pyramid schemes, by contrast, follow an exponential path.
Assume the contribution is R100. Person A is offered a R300 re-
turn in three months on condition he or she re-
cruits three members When those members
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Last year, John Whitehead, former co-chairman e o et B 50U (o ther contribution (R300 in total) will pa
y AT i pay

of US investment bank Goldman-Sachs donated et Sty -5 person A.

almost US$1m to the Foundation for New Fra “"1‘% 4 The three new members will each receive their

Philanthropy, allegedly a pyramid “It’s hard to |,
believe [ was played for a sucker,” he was quoted
as saying. He was not alone. Last year:

U Russian President Boris Yeltsin established a
fund to help 30m depositors who lost money to
883 financial pyramids:

L One operator ran eight pyramid schemes,
moving to different places in the UK:

J An action was brought against the “Friends
Network Gifting Programme” by the Bureau of ~ lEE

-,
ol -|'I mlaee:
........

R300 when nine more people have been found
The nine will need 27 to pay the R2 700 they are
waiting for and so on.

While the fund is gathering momentum, many
of the earlier players, encouraged by their gains,
re-enter the queue. Two things can happen. The
State can intervene, leaving winners angry at be-
{ Ing cheated of future gains and creating losers —
Lud| Decause wherever a pyramid scheme comes to
2] rest, people waiting for their payback are left

Consumer Protection in the US — 140 partici-
pants who had re-entered the scheme had to pay

Andrew Lukhele .

interface

with the informal sector
w

high and dry. Or the scheme snowballs until its
need for investors can no longer be satisfied.

US$700 000 in penalties;

O Bulgarian protesters set up a “tent town” and
demanded the resignation of Ministers and judges after the
state had failed to stop schemes which had collapsed and cost
victims $22,7m:

Q China executed leaders of a $386m pyramid: and

L) When Pyram Business Consulting Services in Ghana offered
monthly returns of up to 30%, 50 000 people invested. Many
closed accounts elsewhere, deposited therr life savings or even
sold their homes. Government argued 30% monthly returns
could not be sustained. Pyram claimed its profit formula was a
“special African secret.” The scheme was shut down: investors
took to the streets, declaring their distrust of the banking sys-
tem and hatred for a government that “spoils everything.”

Sun Multiserve, defending its “secret formula,” claims the or-
der to freeze its assets is an act of racism. But the Ghanaian
crackdown on Pyram'’s “secret Aftrican formula” shows that the
Issue is not racial.

The UK turned eight of its pyramid schemes over to the De-
partment of Trade & Industry last year. Several cases were re-
ferred to Scotland Yard. And the US takes a hard line through
the Bureau of Consumer Protection.

It would have been more appropriate if Sun had been dealt
with under the Harmful Business Practices Act. This covers any
practice which, directly or indirectly, is likely to:

W Harm relations between business and consumers: or
D Unreasonably prejudice or deceive any consumer.
However, Sun Multiserve represented itself as a stokvel and

Then the organisers move to the next country
and start again, leaving many more unhappy in-
vestors than when the State intervenes.

National Stokvels Association CE Andrew Lukhele Says pyra-
mid schemes are tainting the good name of stokvels He says
many people fall through the gap left by the formal banking
sector. “All the noise about Sun Multiserve is not entirely neg-
ative. The debate raises issues that should have been ad-
dressed long ago. The man in the street needs information. It is
time for the Reserve Bank to interface effectively with the infor-
mal banking sector.” Lukhele reiterates his call to the Minister
of Finance for an Institute for informal Finance.

That Sun 1s big does not prove it is a pyramid. It proves that,
with R50m, 29 branches and 50 000 investors, it’s too big for a
stokvel. That R50m is sitting 1n a noninierest-bearing account
does not prove it is a pyramid. It proves it mismanages its in-
vestment. But Sun Multiserve has consistently contravened the
Banks Act by soliciting investments from the public. Pamphlets
announce 300% returns, R100 reward for each member intro-
duced and bonuses for forming consortiums. Eliers offer “a bet-
ter life " One leaflet warns that you qualify for a place in the line
only after 14 people have joined A flier for Sun Multiserve’s
Hlanganani Marathon says: “Each group qualifies after the for-
mation of the eighth group.” All point to a pyramid.

Sun Multiserve says 1t has had no complaints. Investors ap-
pear to have been paid out as expected. This does not prove
that Sun is not a pyramid. It proves that Sun has not yet run out
of new investors. B
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notch down interest rates again.

At present, just under half of the feder-
al budget, of around $1,6 trillion, goes on
pensions, medical care and Income sup-
port for the eldetly, infirm and poor, plus
various subsidies to farmers and other
favoured groups This is “entitlement”
spending; eligible recipients are entitled,
regardless of the consequences. Another
16% is devoted to interest on the national
debt, leaving around 35% to Congress’
and the President’s discretion

Entitlement programmes, especially
Medicare, which pays the health bills of
retirees regardless of their ability to pay,
and Medicaid, which provides for the
poor, will have to be reformed. But nei-
ther side is willing to engage in a fair and
candid discussion of options. Each has
put forward proposals, only to see them
chewed up by the other.

The same applies to welfare reform.
Last year, Congress served up to Clinton
a Bill that was virtually no different from
plans he had said he would approve. But,
as part of his re-election positioning, he
vetoed it as “extremist.”

The US budget deficit, as a percentage
of GDP, has been falling — to 2% last year
— and national income is growing at a
faster rate than the overall $5 trillion
debt. Even voices on the conservative
side of the aisle are starting to ask
whether the fixation with fiscal balance
has gone too far.

In the political arena, Republican presi-
dential candidate Steve Forbes, the multi-
millionaire publisher, has been making
headway against Dole, not only because
the law places no limit on what a candi-
date spends, as long as it’s his own mon-
ey, but because he has focused on
economic growth, tax simplification and
opportunity rather than fiscal penny-
pinching. After this winter of discontent,
voters could use a rosy scenario. &

CPI
FUNDAMENTALS STILL GOOD

Economists expect inflation to average
7,5%-89% this year.

The 1995 rate was 8,7%, the lowest in
23 years, and inflation has been on a
downward trend since1991 after peaking
in the fourth quarter at 16,2%, mainly be-
cause of food prices and the higher Vat
replacing GST. The consumer price index
averaged 9,7% in 1993 and 9% in 1994.

Econometrix economist Michiel Bester
says inflation should remain low "be-

cause of the remarkable stability of non- |
food, nonhousing inflation.”

Despite a 2,7% increase in the food
component of the consumer price index
in December, the item rose only 3,6%
year-on-year. Compared with the 19,4%
fourth-quarter-on-fourth-quarter rise in
the food index in 1994, the 1995 figure of
1% looks paltry.

This is partly due to a change in the
way retailers price goods. In the past,
they obtained their products and simply |
added a margin to make a profit. They
now find ways to keep their prices com-
petitive. This has been made easier by

. change control to trail
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good volume growth in manufacturing,
which has produced economies of scale.

Bester adds: "We could see a squeeze
on wage increases soon. The gap be-
tween those and the rate of inflation can-
not last. And this will be instrumental 1n
keeping rises in the overall index low.”

The consumer price index for Decem-
ber shows a 12-month rise of 6,9%. This
is 0,5 of a percentage point higher than
November's 12-month figure and 0,6 of a
percentage point higher than October’s
22-year low,

Month-on-month, the index rose by
0,8% The main contributor was food
prices, at 2,7%: fruit & nuts (+9,7%), vege-
tables (+3,4%) and meat (+2,9%]).

The rest of the index shows little
movement. H
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issue, all the capital-market instruments
SA banks have been handling interna-

tionally have been rand-denominated.

Since banks placing 1ssues have to un-
derwrite them (provide the money to the
issuer from their own funds if they can’t
find investors to take up the 1ssue fully),
exchange control prevents them manag-
ing 1ssues in other currencies.

it irks them that they are forced by ex-
others. In the
£100m sterling issue, Standard Bank and
Nedcor Bank got only a tenth; the rest
went to international bankers and lead
managers ] P Morgan and SBC Warburg.

The two SA banks were able to partic-
ipate and sell to SA institutions only as a
concession from the Reserve Bank. In
the event, the exercise cost the reserves
less than R40m because not enough SA
institutions made firm bids before the is-
sue was launched and Nedcor accepted

- bids from foreign investors.

Standard has operations in New York,
Hong Kong and London. The last em-
ploys 250 people, with about 90 in irea-
sury. Of those, about 22 work solely with
SA debt-related instruments — govern-
ment and public corporation bonds, rand
Eurobonds and JSE equities.

Nedcor Securities and UAL Securities
have a joint operation in London it em-
ploys eight people in trading

OFFSHORE FUNDS

First National Bank claims to be the
most experienced SA bank when it
comes to international capital markets. It

| has branches 1n Zurich and Hong Kong.

Its London operation is embodied in
merchant bank Henry Ansbacher, which
it bought in late 1992 FNB claims it
raised most of the offshore funds for SA
companies in recent years.

SA banks want to be able to under-
write, as lead managers, issues denomi-
nated in other currencies. Their ambition
is to work not only for the SA govemn-
ment, local utihties and companies but
for their counterparts elsewhere, too.

The Bank’s next step, in relaxing ex-
change control, might therefore be to al-
low them to do just that — at least for a
limited period. At the end of it, the under-
writing bank could be required to seli
whatever part of an issue it had taken up
and repatriate the proceeds.

Banks would probably jump at the op-
portunity. With the rand steady, if not im-
proving, against major currencies, and a
wide yield differential between rand and
foreign fixed-interest investments, they
wouldn’t want to hold foreign currency-
denominated instruments, anyway. &
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tionally have been rand-denominated.

Since banks placing issues have to un-
derwrite them (provide the money to the
. issuer from their own funds if they can’t
find investors to take up the issue fully},
exchange control prevents them manag-
ing issues in other currencies.

It irks them that they are forced by ex-
change control to trail others In the
£100m sterling issue, Standard Bank and
Nedcor Bank got only a tenth; the rest
went to international bankers and lead
managers ] P Morgan and SBC Wwarburg.

The two SA banks were able to partic-
ipate and sell to SA institutions only as a
concession from the Reserve Bank. In
the event, the exercise cost the reserves
less than R40m because not enough SA
institutions made firm bids before the 1s-
sue was launched and Nedcor accepted
bids from foreign investors.

standard has operations in New YorX,
Hong Kong and London. The last em-
ploys 250 people, with about 90 1n tréa-
sury. Of those, about 22 work solely with
SA debt-related instruments — govern-
ment and public corporation bonds, rand
Eurobonds and JSE equities.

Nedcor Secunties and UAL Securities
have a joint operation in London. It em-
ploys eight people in trading.

OFrFSHORE FUNDS

First National Bank claims to be the
most experienced SA bank when it
comes to international capital markets. It
has branches in Zurich and Hong Kong.
its London operation is embodied In
merchant bank Henry Ansbacher, which
it bought in late 1992. FNB claims it
raised most of the offshore funds for SA
companies in recent years.

SA banks want to be able to under-
write, as lead managers, issues denomi-
nated in other currencies. Their ambition
is to work not only for the SA govem-
ment, local utilities and companies but
for their counterparts eisewhere, too.

The Bank’s next step, in relaxing €x-
change control, might therefore be to al-
low them to do just that — at least for a
limited period. At the end of it, the under-
writing bank could be required to sell
 whatever part of an issue it had taken up
and repatriate the proceeds.

Banks would probably jump at the op-
. portunity. With the rand steady, if not im-
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New mmé_o%BGE at SA bank

Karen Harverson

EWLY appointed chief execu-
tive of the Development
Bank of Southern Africa
(DBSA) 1an Goldin may face
an uphill battle from some of the
bank's staff who feel a black candi-
date would have been more suited to
lead its transformation.

For the past 18 months the bank
has been racked with mass departures,
and controversy in its efforts to trans-
form its operations and identity.

A new chief executive — preferably
black — was ransidered & vital step in
the bank's trapsformation from an
apartheid organisation which funded
“separate development” to one dedi-
cated to providing finance for Infra-
structure to build the new South Africa.

Goldin, who left South Africa in
1978 but has visited the country
often. is unaware of the mixed feel-
ings which may await him.

He says that his first priority as *he
new chief executive will be to listen,
discuss and understand the bank’s
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operations and the governmen '8
vision for it. “I also plan to meet all
the players involved.”

Goldin appears to have all the
requirements listed in the bank's
transformation report of May 1985
which states: “The preferred profile
of the new chief executive officer
must inciude the following attrib-
utes: a visionary leader, banking
experience, a credible political pro-
file, good communication and people
skills, and a sound background in
development.”

- He has in-depth experience of man-
aging lending activities and the iden-
tification and appraisal of projects
gained while employed at the World
Bank. He is currently employed by
the European Bank for Reconstruc-
tion and Development in London,
responsible for addressing major
operational and policy issues con-
cerning the financing of infrastxuc-
ture development in Eastern Europe
and the former Soviet Union.

Some staff members have ques-
tioned whether enough effort was put

into the recruitment process, both
within the otganisation and outside.
“If we have black ministers running
ministries, surely one can fing a
capable black person in South Aftica
for the bhank?” they say.

But, says DBSA’'s board chairman
Professor Wiseman Nkuhlua, every
effort was made to find a black person
with the right skills combination.

4 4—5 recruitment process was

very open; in addition to

placing advertisements
nationally and internationaily, we
had two placement agencies to
source people with the right experi-
ence as well as inviting DBSA staff to
come forward with names, both inter-
nally and externally.”

He says that as chairman of the
Black Management Forum, he is
cornmitted to the promotion of black
people but adds, “It would be equally
unfair to say no whites will be
appointed at executive level.”

However, some staff feel a pro-
gramme is needed to groom an

appropriate black person for the posi-
tion over a period of time,

Nkuhln says such a programme will
bé implemented as soon &s Goldin
comes on board. “We plan to mentor
a number of candidates at the next
management Ievel so that in five
years' time, we can choose the new
chief executive fromye pool of four or
five people.” .

In general, though, bank staff seem
to have adopted a “wait and see” atti-
tude pending Goldin’'s expected
arrival in April.

Fazal Saib, chairman of the bank’s
affirmative action committee, says
he believes most people feel relieved
that someone has been appointed to
give the bank direction. "It was a
national government decision and
there's not much animosity in terms
of the racial issues.”

“It’s important that we give Goldin
a chance to prove himself,” says
Monde Zimema, one of several staff
members who revolted against the
white management of the bank in
1894.

“The bottom line is the institu-
tion’s ability to deliver development
to the people of South Africa, irre-
spective of who brings it about,” he
adds.
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By JOHN 5PIRA

Johannesburg — Time Life Insurance,
a small life-insurance office that was
bought out by management early last
year, boosted its net premium income
by 127 percent in the year to December.

“A large slice of the increase came
from single premiums,” said the man-
aging director, Bill Haslam.

Investment income rose 70,2 per-
cent after net assets rose by 85,6 per-
cent over the year. Total overheads
were down by 11 percent.

ifts income by 127%
58

"2

Thd confpany had adopted a fresh
approach to investment services.

“Clients have been demanding a
far greater disclosure of investment
products where charges are clear and
investment performance demonstrable
and apparent,” Haslam explained.

Time Life had addressed clients’
needs by developing and promoting a
product that had adopted a four-
pronged approach:

1 The product — which was a
straightforward unit-linked invest-
ment where 100 percent of the cash

g

and reinvésted-dividends were invest-
ed — set out the charges clearly. Such
charges were taken by way of a fixed
management fee.

O Clients had a choice of well-
known portfolio managers. ‘

(] Performance and styles adopted
in the portfolios were analysed using
sophisticated techniques,

(1 Reports were produced once a
quarter on the results of the analysis.

Time Life's director, Tony de Mun-
nik, said a JSE listing would be consid-
ered for later next year.




1 Europe adds to
7Ly

GEOFF ELLIOTT
Business Reporter

THE European Investment Bank
(EIB), the European Community’s fi-
nance arm, is dangling the carrot of
further cheap loans to South Africa,
over and above the two-year, R1,4 bil-
lion programme agreed last Septem-
ber.

EIB vice president Rudolph De
Korte told The Argus yesterday that
“there is good reason to see that this
kind of lending will be continued in
the medium term.”

The decision rested with the com-
munity’s governing body, the Europe-
an Council, which would convene at
the end of the year to discuss all the
bank’s lending mandates.

The prospect of continued cheap
lending would be a useful bargaimng
chip in the European Union’s (EU)
trade negotiations with South Africa.

The EIB usually lent development
capital to countries under a five-year
programme, confirmed bank officials.

By restricting the programme to
two-years analysts speculated that it

rz‘e/eéiéRlA billion

gave the EU more room to move in
the trade talks.

Dr De Korte said that of the
R1,4 billion about half had been ear-
marked for specific projects. He de-
clined to name them, noting that the
EIB expected to make a more COm-
prehensive announcement in a few
months.

The EIB previously announced that
it had already lent R140 million and
R70 million to the Development Bank
of South Africa and the Industrial De-
velopment Corporation, respectively.

Dr De Korte, a former deputy
prime minister of the Netherlabnds,
added that the lending would be di-
rected at private and public sectors.

He added that South Africa, as an
economic powerhouse in Africa, had
become an integral part of the EIB’s
financing activity in the African, Car-
ribean and Pacific Countries (ACP).
With the lending programme as it
stood South Africa was already the
major individual recipient from a to-
tal programme amounting to about
R5 billion.
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some of Eu%gsan loan

Samantha Sharpe <
g D Ei )] L b 3
CAPE TOWN — SA’s commercial banks w d benZ
ofit from some of the R1,19bn in loan finance still to~
be distributed by the European Investment Bank,
EIB vice-president Rudolf de Korte said yesterday.

The EIB signed a framework agreement with SAx
last year. This provided for up to R1,4bn in long-term
finance over a two-year period. »

The bank has signed finance contracts with the
Development Bank of SA and the Industrial Devel-:,
opment Corporation (IDC) for about R210m, but it
still has to allocate the remaining finance, 19

De Korte said the EIB was close to finding ben-.,
oficiaries for at least half of the remaining funds,..
though it would be inopportune to disclose who the
parties were. But further announcements could beg
made shortly. The EIB’s loan finance targets comg,,
mercial banks, infrastructural development and:
some larger industrial grujects. q

Al allocations would be made in consultation with ;
the finance ministry and RDP office,

“We are aware of the government’s need for inay
frastructural development and we will probably look
for projects that can help satisfy that particular..
need,” De Korte said. . s
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Qun Multi Serve forfeits R50
en b|2(9b

Lukanyo Mnyanda

SUN Multi Serve forfeited interest
running at R500 000 a month on in-
vestors’ funds after deciding to keep
R46m in current accounts,

Fund manager Tim Store — who
was appointed
banks to recover the cash belonging to
53 000 investors — said yesterday the
funds had now been put into 32-day
call.accounts. Interest would be added
to funds due to investors.

;The stokvel had failed to provide
regords of its depositors and the
amounts they had putinto the pyramid

chlé;ne, he said.

by the registrar of

He began advertising yesterday for

investors to send him photo copies of

Qun Multi Serve recelipts and of their
identity documents.

The advertisement said it would be
impossible to say whether investors
would be repaid in full until a list was
available. Given that the scheme’s re-

turns hinged on a continuous stream of

new investors “we do not expect that
the money available will cover all the
claims in full”.

It was still too early to determine
whether criminal proceedings were
likely to be instituted against the
stokvel, Store said.

He had been receiving abusive and

0 000 8%2 rest

aily over the

threatening phone calls
Chris

scheme, closed by registrar
Wiese in December.

Sun Multi Serve spokesman Victor
Monamodi was unable to say how
many people had recovered their cash
prior to Wiese freezing the fund.

Directors had held personal invest-
mentsin the scheme, he said.

Store’s warning that not all in-
vestors would be repaid in full was an
“empty threat” intended to sow confu-
sion among investors, Monamodi said.

Sun Multi Serve investors’ commit-
tee chairman Johannes Mosala repeat-
od the call made earlier by the stokvel

for Wiese’s resignation.
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SMS bayout minus
rest b M%};cq ,

111
5¥
By isaac Moledi

INVESTORS who put their monies in
Sun Multi Serve will be repaid towards
the end of March without any interest,
says Tim Store, a partner at the auditing
firm, Deloitte and Touche.

Store has been apponted by the Reg-
istrar of Banks to manage and control
the repayment of the monies mvested in
the scheme.

He says his mission is to advise
investors of the current state of affairs
and how he intends proceeding with the
repayment.

Store says since he started his job,
“not much has been achieved” as his pni-
ority has been to draw up a comprehen-
sive list of investors and amounts owed.
These investors are located in SMS’s
branches in 28 centres throughout the
country.

Store hopes the process will be com-
pleted by the end of March.

Although the R46 million in a
frozen account (initially believed to be

~ — -

R50 mullion), wasfearnifig an interest
of about R500 000 a month, Store
believes no investor will receive any
interest because the shortfall of the
investors’ claims will reduce the
expected interest.

The process 1s being delayed by the
lack of cooperation he gets from the
SMS representatives.

Depositors’ list

“We have not yet received a comprehensive
list of depositors and amounts owed. This
despite various requests to SMS to supply
us with such inforrnanon.

“Until the list is available, we are
unable to state whether investors will be
repaid in full or not.”

Store says 1nvestors will have to
prove their claims by submitting photo-
copies of their SMS receipts and partic-
ular pages of their identity documents.

“However, in view of the nature of
the SMS scheme, we do not expect that
the money available wiil cover all claims
in full.” _
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Retirement funds best bet

to fight intlat

Adrienne Giliomee

SA’s retirement fund industry
managed assets with a total value
of R124 5bn in the year to Decem-
ber, with almost two thirds invest-
ed in the equity market.

Figures from independent con-
sultants and actuaries Jacques
Malan & Associates show 62,3% of
the retirement funds opted for

ities, while 23,6% were 1nvest-
ed in fixed interest instruments,
7% in cash and 6,9%1n gpmperty.

The returns provided by the
survey are for lnmp sums invested
at the beginning of each period
and represent gross returns be-
fore investment charges.

The survey showed that the av-
erage return of the retirement
funds outperformed the inflation
rate over all periods ranging from
one year to 10 years. Over a year,
the average return was 17,5%
against an inflation over that pe-
riod of 6,9%. Over 10 years, the

W

funds yielded anﬂerage return of
22 3% against inflation of 12,7%.

January was the worst month
for the industry, with fund man-
agers posting an average return of
-7,4%. They turned in their best
performance in December, yield-
ing an average return of 4,2%.
There were also other good month-
ly returns recorded in September
(3,1%), in October (3,3%) and n
November(2,8%).

Among the individual funds,
Old Mutual’s segregated fund cap-
tured 15,1% of
fund market, or R18,76bn, posting
a 16,7% return over one year and a
24% return in three years.

Liberty Asset Management
handled 13,6% or R16,9bn of the
market, while Sanlam’s focus
fund managed 12,5% or R15,59m.

The best performing retire-
ment fund last year was AA Life's

BoE investors fund, with a 26% re--

turn. It was placed second during
three years, with a 33,4% return.

Aar - aEma o LU - eTEr—  ——— —

retirement .

on ey

wich Life produced the best re-
sults with a 33,8% return, com-
g.aored with an .average return

m retirement funds during that
period of 24,1%.

Investec’s segregated fund
yielded the best return since 1991,
notching up a return of 25,7%.
This compared favourably with an
ave:t:ﬁg industry rate of 22% and
an inflation rate of 10,4% for the
same period. .

Sanlam’s 200 plus fund record-
ed a 25,7% return in 10 years, al-
most double the inflation rate for
that same period. Syfrets was sec-
ond with a 25,2% return.

Old Mutual launched a set of
five new profile portfolios at the
end of 1994, with returns ranging
from- 18,3% for the Old Mutual
balanced fiumd to 21,2% for the Old

gro
Annual fees charged by fund
managers averaged at 0,4%, or
R498m of portfolio market value.
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Adrienne Giliomee

SHORT-term insurer SA
Eagle more than
quadrupled attributable
_income to R184,2m for
the year to December
from R37,6m the previ-
ous year following a sub-
stantial cut in under-
writing  losses and
healthy growth in in-
vestment income.

MD Peter Martin said
increased underwriting
and risk controls had
subdited net premium
growth to 10,6% or
R1,2bn. These measures
had algso rubbed off on
the underwriting loss,
which decreased to
R16,5m from R135,1m.

“The improvement re-
flects the underwriting
and pricing strategy
which encouraged per-
sonal risk control and
uplifted premiums $0 re-
alistic levels,” he said.

Investment _income
rnsqffg5,3% to R95,6m,
which was attributed to
the proceeds of the sale
of equities and interest-
bearing instruments and

dividend income.

The group’s stable
motor account, together
with a net realised sur-
plus on the disposal of in-
vestments of R143,3m,
helped to boost operating
income before tax 1o
R213,3m from R8,3m.

The group paid tax of
R29m after having re-
ceived a R29,4m tax
credit in financial 1994.

Share earnings in-
creased 388,7% to
R15,10, while a final div-
idend of 170c lifted total
distribution 25% to 250c.

Martin said the motor
account had been a ma-
jor beneficiary of the
group’s control meas-
ares. “Hijacking and
theft incidents are level-
ling off due to risk con-
irol measures and the
constant attention bemng
siven by the police to this
area of crime.”

Burglary remained a
concern, as did increased
hijacking of cargo on na-

- tional roads

Large losses at indus-
trial sites coupled with
higher incidents of

smaller fire and weath-
er-related losses had af-
fected the fire account
adversely, he said.

The group’s equity
sales programime, initi-
ated in 1994, had been
completed and invest-
ments at market value
stood at R1,5bn
(R1,2bmn).

Martin said the group
might return to under-
writing profit but exter-
nal factors — includin
crime escalation an
catastrophe events —
had to always be borne in

mind.

EXECUTIVE SUITE
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Banks and govern
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RobyiiChalmers

EVICTIONS of non-paying home
owners are a politically sensitive
issue for government, given the
ciflture of bond boycotts in certain
townships, but they are the only
way forward at present.

- =A’s bond and services boycotts
have the potential to wreak havoc
ot SA’s economy, and have al-
ready had an adverse affect on the
financial position of local author-
ities 1n former black areas. It is
these authorities that are now be-
ing called upon to implement the
RDP, but many do not have the
capacity to do so.

The issuing this week of evic-
tion notices and letters of demand
by banks must be seen within the
context of negotiations which have
been taking ﬁlace over the past
two years. The decision to issue
the notices was not an ad hoc one.
Indeed, it could be argued that
banks and government have been
overly cautious in assessing the
non-performing loans and repos-
sessed properties, which total
more than 49 000.

“In QOctober 1994 government
and the Association of Mortgage
Lenders entered into a record of
understanding aimed at resuming
lending to lower-income borrow-
ers. Banks agreed to extend
50 000 home loans into the lower-
c6st housing market while govern-
ment pledged to set up a mortgage
mdémnity scheme to cover new
and existing lending.

™8érvéon was set up under the
agreement to govern and admin-
ister'an extensive rehabilitation
prégramme involving almost
14 000 repossessed properties on
behalf of the banks. The banks
themselves would deal with bor-
roWers falling within the non-
performing loan category in a six-
month exercise due to be complet-
ed on November 30 last year.

=The SA Housing Trust, which
hds about 18 300 repossessed
Fruperties' and non-performing

ohns, also entered into the reha-
bilitation Agreement.

* The pr¥gramme was an exten:
sive one, involving rescheduling
l6ans, subkidies, options’ for non-
payers to rl'épurchase their homes,

Y »

Al9

relocation assistance and a nine-
month rightsizing grace period for

occupants whereby they would be
moved to more affordable homes.

Puring the initial six months of
the programme it became clear
that the exercise would not be
completed, and the various par-
ties involved agreed last week to
extend it until June 30. However,
it also emerged during the assess-
ment of properties that almost
6 000 home owners were not pre-
pared to co-operate with govern-
ment or the banks.

It is these people, who have re-
fused assistance or relocation op-
tions, that have been served with
letters of demand and who will, in
all likelihood, be evicted towards
the end of this month. Officials
vigiting these people have been
threatened and harassed, with
three officials reportedly killed in
Tembisa as a result.

Outery

There will no doubt be an out-
cry from the civic associations as
well as some politicians if and
when evictions gegin. There could
also be unrest in targeted areas,
and no one wants to see more peo-
ple joining the homeless queues.

But the non-payment issue has
to be tackled head-on if govern-
ment is going to get its housing
programme off the ground. Not
only are people who are willing to
pay their bonds being denied their
right to shelter, but the stakes in
‘terms 6f investment in low-cost
housing are too high to allow the
bond hoycotts to continue.

Banks have made it clear they
will not enter the low-cost housing
market on a large scale until bond
payments normalise. Without
credit, construction companies
cannot build mass or even smaller
housing schemes and the vicious
cycle continues.

This is evident in the slow rate
of lending to date, with banks
managing to extend a mere 8 500
loans by end-November.

This is not to let the banks off
the hook. ‘Their ihotives in lend-
ing, or not lending, will incréas-
ingly be placed under the spotlight
this year. At the moment they

nent a,d()pt a

have some

move into the market, as do the
construction companies, With the
economy opening up, there are
other investments where the risk
is lower and margins are higher.

But banks have engaged in the
low-cost housing market to a lim-
ited degree only. There has been
no marketing push on the housing
front and the issue is further
clouded by the continuing squab-
bles with the construction indus-
try. The construction sector has
been equally reluctant to move
proactivelyinto the market.

The reasons may be sound, but
it i8 incredibly short-sighted on
the part of the private sector to
imagine that government will not
place increasing pressure on it to
become actively involved in the
low-cost housing market. The is-
sue is too important and the back-
lash from communities, as well as
the sociceconomic repercussions
should the programme not work,
will be devastating.

Government has also failed to
live up to some of its promises,
such as the Masakhane campaign
to encourage a resumption of rent
and services payments, but it has
delivered on the mortgage indem-
nity fund to cover areas which
should have boosted lending.

The next headache for govern-
ment and banks will be those who
fall into the non-affordability cat-
egory. Both parties have underes-
timated the extent of the afford-
ability problem, and trends indi-
cate up to 50% of people occupying
the 49 000 properties being as-
sessed cannot afford to live there.

The rightsizing principle of
moving people to more affordable
accommodation is running into
problems, mainly because there is
limited rightsizing housing stock
available. While government has
approved relocation assistance
under the capital subsidy scheme,
this is not sufficient to solve the
relocation problem.

Government and the private
sector are clearly making an at-
tempt to sort out the problems fac-
ing the bedevilled programme. It
is unfortunate that evictions have
to be part of this, but government

has to take a tougher stance.




High-risk farmers face big

By Roy COKAYNE

Pretoria — Farmers regarded as
hugh risk by barks could expect to
pay more interest on borrowings
than lower-risk farmers, Chris
Lombard, the regional banking
Services managing director of
Standard Bank, said vesterday.

He said the agnculturai sector
had lobbied for interest rates to be
capped at a maximum of prime
plus 2 percent. The result was that
risk-related pricing did not apply
and an average rate was charged.

T(ee e
“Agriculture is a ahvely
high-risk industry in which some
enterprises are more risky than
others Producers in the higher-
risk enterprises should be aware
of thus as they can expect to pay
more for finance,” Lombard said
He said that an important
principle affecting the future of
any financier was risk-related
pricing and, flowing from this
principle, one could expect a high-
er price to be charged where risks
were considered to be higher than
the norm.

—

er interest bills

l qéut Lo @gﬁﬂ of

this aspect took place only on an
individual basis and factors such
as solvency, hquidity, securttv and
management of an individual
relationship would determine the
leve] of nsk and the pricing.
“Should organised agnculture

not give careful and particular
attention to this aspect, agncul-
ture might well find itself without
financiers,” Lombard said.

He said in any business, mar-
ket share needed to be appraised
along with profitability,
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‘Don’t use too mat

official

Vel

Gauteng Reporter

The Gauteng legislature
should try as much as pos-
sible to limit the number of
languages 1t uses for offi-
cial business, according to
visiting European Parlia-
ment CEresi::len’t Dr Klaus
Hansch.

Language differences
could be an enormous fi-
nancial burden, he advised

tion of members of his par-

m%u

9

Translation

costs Euro

Parliament

29

liament arrived in Johan-
nesburg with the aim of
observing how a R593-mil-
lion grant from the Euro-
pean Union is being used
for reconstruction and de-
velopment.

He told Gauteng
Speaker Trevor Fowler and
other members of the legis-
lature that the European
Parliament operated in 11
languages, and that a third
of the total parliamentary
budget was spent on trans-
lators ‘'and intérpreters.
This amounted to about
R3,2-billion a year.

Julian Priestley, who

heads thepresident’s pn-
vate office, told the meet-
ing that every document
had to be translated into 11
languages.

“Each amendment to
any piece of legislation or
memorandum has to be
translated 11 times at a cost
of about R100 per amend-
ment, and there are hun-
dreds of amendments in
the EU every week.”

Highly experienced in-
terpreters and translators
were difficult to find, espe-
cially those that had fo
translate from and into

“It is very difficult, for
instance, to find someone
who can translate from
Greek into Finnish,” said

Gauté:ng uses four of

the country’s 11 official
languages, namely Eng-
lish, Afrikaans, Zulu and
Sesotho. Business is usual-
ly conducted in English,
however, based on the con-
sensus that it is the most
widely understood of the
languages. e
Hansch said: “1 realise
that language is an €x-
tremely sensitive thing.
Language differences can
turn a very peaceful mieet:"
ing into chaos. But if there
is any chance you (the
Gauteng legislature) can
avoid having to use too
many official langugd,

I
suggest X}“&é&jﬁ*g i i;";ﬁ“,{ '.

serigus prob L
This is the president’s

first “official” visit to an-

other country. ¢ | p:

Pt

s

3 3
L

b T YA Lmar anwr T —




_— e —_—

ratestof e@
Louise Cook 5g)
PRETORIA — Standard Bank
planned to charge risk-related
‘nterest rates to farmers, ending
its average rates policy of the past
decade, the bank said yesterday.

Regional banking services
Chris Lombard said the bank
planned to charge lower-risk and
more efficient farms a lower rate
_ ip line with government's re-
cent introduction of market-relat-
ed interest rates — to reward
proper risk management.

Customers would be appraised
individually, taking into account
solvency, liquidity, gecurity and
management skills.

He also warned that farmers
may have “less accesd to fi-
nanciers” if unmons continued to -
call for non-risk credit policies. '

«Faymers can expect in future

higher-risk customers will pay -

more, allowing financiers 1o
charge lower-risk farmers less.
This is normal business practice.”

Absa Bank’s agricultural chief
Andre Louw said 1t had always 10
all sectors charged risk-related
interest rates.

T.ombard said it was vital for
the survival of the sector thatland |
reform took place «guccessfully”. A
greater variety of farm sizes was
needed but these had to remain
economically viable.

"~ The bank was keen to break in-
to servicing the emerging Ccom-

megcial faﬁgﬁ ﬁaé
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Supply-—mdemgézi S

John Diudlu

THE labour constituen-
¢y at the National Eco-
nomic, Development and
Labour Council (Nedlae)
has called for a compre-
hensive package of sup-
ply-side measures in its
response to the state
submission on the issue.
said the miner-
affairs and agriculture
departments should
draw up supply-side pro-
posals for the mining
and agricultural indus-
tries — which are not
specifically covered by
the state document at
Nedlac.

The National Union
of Metalworkers of SA
said the state document
reinforced the percep-
tion that government’s
industrial policy was
simply “tariff reductions

plus
called for the creation of
& “tripartite-controlled
productivity advocate”
through the restructur-
ing of the National Pro-
ductivity Institute.
called for a re-
view of the criteria used
in determining the ex-
tent and nature of “state
assistance appropriate
to each case of mine con-
traction or closure”.
Justifying the call for
state aid to mining, no-
tably the gold industry,
the paper said “f new
Jobs are not being creat-
ed ... at least there
should be an effort to
save existing jobs”, Sug-
gested methods of sup-
port included subsidies
and tax pay-backs dur-
ing a defined adjustment
period.
The tax pay-backs

S,C

ﬁ i 78
cuu@e linke a re-
structured regional in-
dustrial development
programme. The pro-
gramme, which is cur-
rently being reviewed at
Nedlac, is administered
by the trade department.
Chamber of Mines
economist Roger Baxter
said 152 000 jobs on
marginal mines re-
mained at risk unless a
marked turnaround was
experienced this year.
Mineral and energy
affairs ministry spokes-
man Roland Darroll said
at the weekend aid
measures for the indus-
try would be part,of the
new minerals policy.
But a Nedlac :source |
sard “propping up” wob-
bly industries was g
short-term meastire
geared to maintaining
employment.
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NEDBANK is negotiating to buy a 20%
stake in the National Bank of Malawi.

GM Willem Frost said yesterday
Nedbank was talking to Standard
Chartered about buymg its stake in the
bank and might opt to increase its
holding further.

He dat:hnad to put a price on the
20% stake. The Malawi ﬂ — the
country’s largest —is not listed.

Its annual report for the 1994 finan-
cial year puts its net asset value at 213-
million kwacha.

Standard Chartered had an-
nounced that it would pu]l nut of its

Fi -
.nr s FIFLer
Frl

r o, - L
fm.ﬂ'mr.i - A o - rFl

sutive management service con-
tract with National Bank as part of its
worldwide refocusing strategy.

It was reported to have offered the
shareholding in National Bank to oth-
er SA banks.

Frost said the Malawi bank deal
would give Nedbank further exposure
to African banking.

It already had a 20% stake in Equa-
tor Bank, whmh boasted offices in
Uganda Kenya and Ghana,

The Malawi banks other sharehold-
ers are former president Kamuzu Ban-
da’s Press Corporation (88,4%), Ad-
marc¢ Investment Campany (31,15%)
and Old Mutual (10%)
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Adrienne Giliomee

STANDARD Bank Investment Corpo-
ration (Stanbic) lifted attributable in-
come 23,4% to R1,2bn for the year to
December, helped by a solid all-round
performance in the bank’s divisions
and good growth in non-interest in.
come, CE Mike Vosloo said yesterday.

However, rising costs would have to
be contained,

Earnings a share rose 23,6% to
R10,53, while a final cash dividend of
239c was declared, giving a total dis-
tribution 327¢ (264c) for the year. The
dividend cover remained at 3,2 times.

Interest income rose  30% to
R12,1bn but was offset by a 40% jump
in interest expenses to R8,2bn.

The group’s provision for credit loss-
es jumped 28% to R523m. Vosloo said
“corporate restructuring” of the
group’s interest in Oryx, W & A and
Botswana Soda Ash had added sub-
stantially to the provision.
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He said the group had also reviged
its standards regarding the granting of
credit on private label cards. He would
not elaborate on the amount the bank

Continued on Page 2

577
Standard 250

the Woolworths retail chain.

u

might otherwise have liked”. Increases
were mainly linked with restructuring
domestic business units and develop-
ing group businesses in Tanzania, Les-
otho, the UK, America and Asia.

lost by issuing a private label card for The tax charge fell 4% to R550m fol-

lowing a reduction in the corporate tax

Non-interest income surged 25% to rate, bringing operating profit after tax
R2,7bn and made up 41% of total in- toR1,1bn (R920m).
come against 39% for the 1994 year.
Operating costs of R4,3bn made |
66% of the total income of R6bn, whi _
Vosloo admitted was “larger than we 8%, he said.

group’s capital base at 13%

The
cg (12,3%) of risk assets, remained strong

and was well above the legal limit of




Stokvel investors

hjgh and d
(%gt a4 b

enburg - A stokvell in Rusten-
burg has sghut down, leaving its
investors high and dry.

Members of the Future Pro-
gress Association found the of-
fices of their stokvel empty yester-
day morning.

It was not clear whether the
office furniture had been re-
moved by stokvel owner Cyril
Magome or by investors bent
on getting some of their money
back.

Investors had been arriving at
the stokvel offices all week to de-
mand the refund of their deposits.

Earlier this week, the inyestors

- took Magome’s father hostage
when Magome failed to tin up
at the offices.

His father was later rescued by
police. ~Sapa.
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HE DEPUTY GOVERNOR-desig-
nate of the South African
Reserve Bank, Mr Timothy
Thahane, says us mission 1s
to help demystify the bank and bring
it closer to the broader population.
Thahane, who has 22 years’

experience  in  international
finance, says he 1s also going to
assist in changing the image of
the bank, particularly among
black people.
~  Although Thahane himself does
not want to be drawn to the issue,
financial sources say his appoint-
ment to the deputy governorship
could pave way for him to become
governor when Dr Chris Stals
retires,

~ *Thave alot of international bank-
ing experience which I hope to bring
iv the bank,” says Thahane, adding he
was excited about his appointment to
‘the second most powerful position in
.South Africa’s financial system. His
excitement, he argues, stems from the
fact that he will be contributing to the
deyelopment of Southern Africa.

"The South African Reserve Bank
is ‘éxpected to play a leading role in
“coordinating finance and invest-
inent among member states of the
Southern African Development
-Community.

‘Finance and investment

South Africa has been allocated the
task - of coordinating finance and
‘investment within SADC and the
reserve ‘bank is the institution that
will cairy out this responsibility on
‘behalf of the Government, says
Thahane.
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There’s a prospect of governorship

for Thahane in the future of S

In addition to its increased
involvement in the region, the
SARB is already the reserve bank
for the Rand Monetary Zone
which encompasses South Afrtca,
Namibia, Lesotho and Swaziland.

The currencies of the three
countries are guaranteed a hundred
percent by the SARB.

Thahane says perhaps his knowl-
edge of southern Africa and the con-
tinent at large could have played a
role in influencing the Govern-
ment’s decision to appoint him
deputy to Stals, one of the world’s
renowned central bankers.

Financial markets

Although Thabane has been involved
in the international financial markets
since 1974, he did not make conti-
nental headlines until Jast year when
he ran for the presidency of Africa’s
premier financial institution, the
African Development Bank.

After four rounds of voting,
Thahane had won a higher number
of votes than any of his rivals,
Ormar Kabbaj of Morocco and
Nigeria’s Seyyid Abdulai. But his
48,58 percent of the vote was not
enough for him to win.

In August last year, following
another round of voting, Nigeria
finally withdrew its candidacy and
backed Morocco for the position,
as a result Kabbaj emerged the
winner,

Before his appoiniment to the
SARB, Thahane had just been
appointed World Bank’s vice-

ARB
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president for United Nations
affairs, after serving as vice-pres-
ident and secretary of the bank for
15 years.

The Canadian educated econo-
mist was born in the foothills of the
Maluti mountains in northem-
eastern Lesotho 53 years ago.

He has published a number of
papers on development in southern

Africa,
Feasibility study

Over and above publishing papers
on labour migration 1n southern
Africa, Thahane initiated the feasi-
bility study that gave birth to the RS
billion Lesotho Highlands Water
Project. a

The highlights of Thahane’s
long career in multi-lateral insti-
tutions include being vice-chair-
man of the joint audit commitiee
in charge of three World Bank
divisions: the International Bank
for Reconstruction and Develop-
ment (IBRD), the International
Development Association (IDA),
and the private sector arm — the
International Finance Corpora-
tion (IFC). He also served on the
board of Global Coalition for
Africa and of the Centre for Eco-
nomic Development and Popula-
tion Activities in Washington DC.

In the early 1970s he partici-
pated in the United Nations Eco-
nomic Commission for Africa on
intra-African cooperation as well
as the continent’s relations with
the European Union.
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By Russel Molefe and Sapa

STOKVEL group at Rusten-
burg in North West has shut
down, leaving its investors
high and dry.

Members of the Future Progress
Association yesterday found the
offices of their stokvel vacated with
not a stick of furniture inside.

However, it was not clear at the
time of going to press whether the
office furniture had been removed by
stokvel owner Mr Cyril Magome or
by investors bent on getting some of
their money back.

Investors have been arriving at the
stokvel offices daily since last week
to demand the refund of their
deposits. '

Earlier this week, the investors took
Magome’s father hostage when he
failed to turn up at the offices where he
promised to give out dividends on their
mvestments. His father was later res-
cued by police.

Some stokvels a

harmful business

A Rustenburg investment office
closure is a shock to its members

Sowetan has established that the
stokvel group has two other branches
in Koster and Mogwase, each with its
own manager and clients.

The modus operandi, however, is the
same for all the branches. A client who
mvests R150 stands to get R400 after
eight weeks and a R350 investment
gives returns of up to R1 000.

But officials at Koster and Mog-
wase, who did not want to be named,
said their branches were independent
of each other. A client who has
invested money at a certain branch

cannot be serviced by another branch.
Efforts to trace Magome and the

managers at Koster and Mogwase
branches for comment were fruitless.

North West police spokesman
Lieutenant-Colonel K  Degenaar
referred inquiries to investigating offi-

cer Captain Geldenhuys, in Rusten-
burg, who was unavailable.

A spokesman for the National
Stokvels Association of South Africa,
Mr M Phatlane, said “investment busi-
nesses like this are mushrooming at a
fast rate in places like North West, Free
State and KwaZulu-Natal.”

“These are not stokvels but what
we call harmful business practices.
People should stay away from invest-
Iing their money in such businesses.”
Phatlane said.

Earlier this year, dissatisfied
investors in the Sun Multiserve scheme
staged protests when its accounts were
frozen pending investigations.

Accounts were frozen by Finance
Minister Mr Chris Liebenberg after it was
discovered that the scheme was violating
the Bank Act,
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Emerging farm sector ‘largely
u%;g k %ble’, inggg}i?%s warn

Louise Cook

PRETORIA — Banks have warned
that government will have to provide
funding to foster most of the emerging
farming sector.

The banks said yesterday that the
higher risks attached had rendered
much of the sector “unbankable” and
that such farmers would have to be ac-
commodated by government or institu-
tions similar to the Land Bank.

Though lending into the established
farming sector was around R7bn last
year, the banks said they were current-
ly prepared to provide credit only to the
top end of the emerging market.

A spokesman for Deputy Land Af-
fairs Minister Tobie Meyer said pre-
liminary talks between government
and the banks on private sector in-
volvement in land reform took place
last week.,

Sources said banks were likely to
look more favourably on government-
backed ventures such as the land af-
fairs department’s settlement pro-
gramme. The programme provided
R15 000 grants to buy land.

Standard Bank said it was deterred
by low levels of skills in financial plan-
ning, the cost of obtaining and verify-
ing information and a lack of suitable
collateral in areas with communal

-_—

tenure systems.

Agricultural division chief Rudi
Wilsnach said the bank had set up pilot
projects to finance the production
needs of small-scale farmers.

The bank had spent “considerable
resources” to learn from the experience
of financial institutions in other parts
of the developing world.

“There is a strong possibility that
with changes in technology and donor
funding, this market could increasing-
ly be serviced by commercial banks,”
Wilsnach said.

FNB agricultural division chief Jan
van Zyl said part of the sector was
“largely unbankable” due to the lack of
financial skilis.

“Government will have to address
this social problem before these farm-
ers would be a viable proposition to fi-
nancial institutions.

“If land prices were maintained and
individual farmers obtained title deed
to their properties, banks would bein a
strong position to service the market,”
Van Zyl said.

Absa, the largest lender to the farm-
ing sector, said it needed security of
tenure, creditworthiness and a proven
track record before it could back farm-
ers. Nedbank said that it focused less
on farming, but would grant credit “on
merit”.
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Absa fto apea new
Iow-snwme bra
&)

Adrlanna Gllmmaa
and Patrick Wadula

BANKING group %baa 18 !{aaa?
launch a new division to service tha
lower end of the market, a move in line
with its rivals’ bids to tap the mass,
low-income sector.

The group is to open a pilot branch
i Klerksdorp today. Tha division,
dubbed New Bank wﬂl be run by Mut-
le Mogase, praaldant of the raaantl
craatad Association of Black Sacuntlaa
and InVestment Professionals.

Neither Absa nor Mogase were pre-
Earad po comment ahead of the launch,

ut squrces said the operation would
probably function separately from Ahb-
sa, similar to Nedcor’s Paapla s Bank.

The operations, which offer basic
banking functions, are designed to
bring more paapla into tha farmal
banking system.

Standard Bank, which launched its
version — E-Bank —in July 1994, gaid
yesterday it would merge tha aparatmn
into its group structure this year.

CE Bob Tucker said it was nolonger
appropriate in a new SA to have a sep- |
arate bank for the mass market, Inte-
grating the operation would save costs.

He said new E-Bank autlata were
being developed within Standard Bank
branches and all branches would offer
the E- Bank services. The brand would
be retained.




Aflife looks to sharehold

By LLEWELLYN JONES
f]érh’ahnesburg — African Life
‘Assurance  (Aflife)  yesterday

announced that it would raise
R125 million by means of a re-
nouncable offer to shareholders.
The Real Africa Holdings sub-
sidiary said it planned to enhance
its capital base to facilitate contin-
ued growth, having already record-
ed a 39 percent compound growth
rate in recurring premiums since its
first public offer of shares in 1989,
“A large factor contributing to

-+
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this growth has been the ge o

conirol to Real Africa Holdings in
1994, which brought about business
opportunities for African Life to
harness,” said Don Ncube, the
chairman of African Life and Real
Africa Holdings.

Bill Jack, Aflife’s chief executive,
said the company had enjoyed con-
siderable growth in new business
this year, and total income was
expected to exceed R550 million by
the year to end March — a 67 per-
cent increase, “During the past year,
we have positioned the company as

s for R1_2
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complementary financial services,”
Jack said.

African Life's strategy of devel-
oping into a broadly based finan-
cial-services group has seen it
recently acquire majority or signifi-
cant holdings in, among others,
RMS Syfrets Property Development

. (now African Life Properties),

stockbroking firm G O'Flaherty &
Company, the Lesotho National
Insurance Company and its, life
assurance subsidiary, and Botswana
Insurance Holdings.

¥ |
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By LLEWELLYN JONES

]uhannesburg-——Many cash-strapped Of
unwary investors are being caught out by
anscrupulous insurance pbrokers who per-
suade their clients t0 sell the policies they
bought when their financial fortunes were
brighter.

Vernon Cresswell, a director of Fincorp
Financial Services in Johannesburg, said it
was a fact that :ntermediaries, mainty bro-
kers, had much to gain by bringing a
buyer and setler together, as the prermiums
were often exorbitant.

Cresswell said premiums of 5 percent
to 15 percent over the surrender value in
the lucrative local second-hand policy
market were not uncommon. He said this
was particularly true where the average
investor was unaware of the real value of
the investment PoIICY.

“Very often terminology like maturity
value, surrender value, death value and
loan value, only confuse the average
investor, who usually has to rely on the
advice given by an ‘ntermediary who has
o vested interest in seeing the deal dlosed,”
Cresswell said.

In.line with growing international

trends, Fincorp introduced monthly policy
auctions in September last year. Cresswell
said the auction process had seen premi-
s fall to 1 percent 02 percent over sur-
render value.

#The auction Process has brought
fransparency {0 the second-hand policy
market never before available in this coun-
try. We are providing the investing public
with the information and means to value 2

ket to buy and

gall those policies.”

But trading 10 second-hand policies is
also service to the insuring institutions,
where there are sigrificant costs attached
to lapsed and surrendered policies.

An industry analyst said there was a
heavy emphasis placed on each institu-
tion's lapse ratio as an indication of pru-
dent salesmanship.

But, said Cresswell, there were also cer-

tain tax considerations attached to the

Gies. Since the sixth schedule to the Tax
Act, a complex piece of legislation which
governed the taxation of investment poli-
cies, wWas abolished in 1993, there has been
as much confusion surrounding the taxa-
tion of second-hand policies.

s the purchase price a capital receipt
1+ the hands of the seller and therefore not
taxable? At the same time, the proceeds of
an insurance policy owned by an individ-
aal are also normally regarded as being of
-, tax-free nature, having already taxed in
the hands of the life office in terms of the
trustee principle.”

But there has always peen the threat
that in terms of general fax principles, the
internal revenue dep artment could still try
and tax the purchaser on benefits derived
fromn the policy after cession, if they felt the
purchaser was frading policies as part of a
profit-making scheme.

Cresswell said the purchase of an exist-

policy and an efficient mar
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Chris Stals wili not comment on the

A

The rumour is that Timothy
Thahane is up for the top job
at the Reserve Bank.

Madeleine Wackemagel
constders his appointment as
deputy govermnor

LANCE at his curriculum
vitae and one could be
forgiven asking why Tim-
othy Th.ihane should for-
sake an illustrious career
at the World Bank to join the Reserve
Bank as deputy governor.

The Reserve Bank refutes the
rumours, but there is no denying they
are growing in intensity. Thahane is
being groomed for the top job. Dr
Chris Stals has three and a half years
left to go on his cyirrent contract, and
there is a dearth of potential succes-
sors within the bank.

Stals, however, is adamant the
appointment has nothing to do with
his own future at the bank. “We
needed someone with international
cxperience and regional know-how,
someone with specialist knowledge of
the African scenario.

“As South Africa’s role grows in
importance within the
African continent and
glubally, such experi
ence is vital for an
institution such as
ours, Thahane is
amply qgualified for
the position.”

On the subject of
his own successfon. Stals would not
be drawn. “Tll cross that bridge when
[ come toil,” he said,

The {inance minisier was equally
recalcitrant. *I cannot predict the
future,” said Chris lLichenberg. “But
we chose the best mou for the job.”

Thahane, no strange to South Africa,

PHOTOGRAPH NaasHonzak  having been invaolved in the Lesotho
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Timothy Thahane: Does he signal a
shake-up at the Reserve Bank?

Highlands project as well as the South-
em African Development Community,
Is enthustastic abeut his roleas deputy
govemor, which he takes up in April.

He hinted at the Reserve Bank's
staid image, but dented his appoint-
ment signalled a shake-up, either of
personne] or policy.

“The bank will continue to consult an

a regular basis with
m
‘We needed someone
with international
experience and
regional know-how’
!mm..

politicians; it is not at
variance with govern-
ment.”

indeed, he saw no
reason to change the
bank's modus ope-
randi. “The Reserve
Bank functions much
as other leading central banks — it
operates with autonomy bul not out-
stde the political structure. It is part of
the process of government machinery,
working with it, not against it.”

But meeting the challenges facing
South Alrica may 1ake longer than his
five-year contraet, he says So there
may be truth to the rumour after ali.
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Fiscal discipline in

_

Provincial departments
will emerge from their
fiscal morass by 1999
argues Chris Liebenberg.
Lynda Loxton reporis

Bl INANCE Minister Chris
Liebenberg presented an
OISR upbeat assessment of gov-
| ernment’s ability to exercise
fiscal discipline this week.

But even though R2,5-hillion of the
extra R4,2-billion requested in the
Adjustments Appropriation Bill pre-
sented in Parliament this week is ear-
marked for the provinces, Liebenberg
said he was impressed by the
progress made in the provinces.

The extra funds were needed
mainly because most provinces had
wrongly estimated their revenue for
1995/96 because of the poor data
bases they had inherited and the
problems of consolidating their new
administrations and territories.

The efforts to improve the financial
administration of the provinces will

become even more important once
the Financial and Fiscal Commission
finalises how national government
funds will be allocated to them and
their borrowing powers are granted.
Director-General of State Expendi-
ture Hannes Smit said the situation
in the provinces had been compli-
cated as several provinces did
agency work for other provinces.
Not included in the Adjustments
Estimates was the R1,2-billion in
accumulated debts that have been
built up by the former homelands
and self-governing territories.
Liebenberg said auditors had been
closing the books of these areas and it
was agreed it would be unfair to bur-
den the new provinces with this debt.
National government had agreed to
take over this debt, but it still had to
be evaluated by State Expenditure
and audited.Overall, however, Lichen-
berg was confident that the concept of
fiscal discipline had been well-
entrenched in government depart-
ments and that the targeted budgeted
deficit of 4,5% of gross domestic prod-
uct by 1999 was still achievable,

gm 22 2/%

After predictinfg a deficit Z 5,8%
for the year, Liebenberg said the
turn-out now seemed to be more in
the region of 6%, or much lower than
the 8% some in the market had been

predicting lately.

o= { the extra funds needed,
{ @ Liecbenberg said only R445
@s® million could technically be
described as over-spending, and this
was mainly for extra staff for the
hard-pressed correctional services
and police as well as constitutional
development.

But a draft report released to the
parliamentary committee dealing
with the public service this week
painted a slightly different picture.
The report said that restructuring in
most departments was a haphazard
affair, sometimes resulting in an
increase in staff and sometimes a
slight reduction.

'The main reason for this is the divi-
sion of powers under the new Consti-
tution with some departients devolv-
ing their powers to the provinces and
others retaining central control.
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Liberty establishes

op erat%g)}}/a%

Adrienne Giliomee

LIBERTY Life has set up an off-
shore asset management and life
assurance operation in the Chan-

the international
e a vehicle

its exposure to
life industry and provid
for future asset swaps.

The operation — Liberty Inter-
national Jersey — will launch life
and investment products, and un-
dertake asset swaps for the SA op-
eration from next month.

The launch follows the group’s
decision to pull out of the UK life
industry last August, when UK
subsidiary TransAtlantic Hold-
ings sold its 50% atake in Sun Life
for £627m. ’

Liberty Life MD Alan Romanis
said the launch was part of the
group’s revision of its offshore in-
vestment strategy to ofter global
asget management and other fi-
nancial services. The plan was to
integrate all its offshore vehicles,
including UK-based TransAt-
lantic Holdings, under the brand
name Liberty International.

The dJersey-based venture,
which would require ca%ﬂ:al of up
to £25m, would be run by former
Citibank Jersey MD and chair-
man Ron Mitchell.

“We want 