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"' Cape Town — Corobrik
‘' 18 gearing up to meet
* higher demand for buld-
mg products by recom-
' missioning five factories
‘" mothballed durmg the re-
"' cession
' Executive chairman
" Errol Rutherford said
. yesterday two factories
“ closed in recent years
“ had already been re-
opened — one at Oden-

+ daalsrust to supply

B’ bricks for the first RDP
" housing programme to
I get off the ground at
Kathiehong, and the sec-
°l ond at Glencoe m Kwa-
"M Zulu/Natal to meet de-
*¢ mand from the Hillside
%" smelter at Richards Bay
3 The third factory to be
dusted off 15 the Phesan-
5! tekraal 1 factory m Dur-
*¥ banville, closed sinece

I6 1089 Recommissioning

10 the factory to target re-
b gonal demand from RDP
€% housing programmes will
“"hft Corobrik’s capacity in
L the region by about 32
" percent and create 100
9 jobs
%" Rutherford said he was
* bullish about prospects
M for the industry n the
-medium term and he had
s3'no doubt the two remain-
I 1ng factories, where ca-
tn pacity had been halved 1n

N I
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recent years — Rietvle:
In Pretoria and a second
plant at Odendaalsrust
— would be fully commus-
sioned by year's-end

This would brmg Coro-
brik’s capacity, currently
running at 90 pereent, to
one billion bricks per
annum and boost employ-
ment levels from below
0 000 to roughly 5 400, he
said

In addition, Rutherford
said the huge stockpile of
bricks they had been sit-
ting on for the past cou-
Ple of years had dropped
signmificantly from a peak
of 300 mullron to 200 m)-
lion.

“We expect the sur-
plus to be rapidly ab- |
sorbed by the market this
year 1

Mike Ingram, director
of Corobrk’s Eastern and
Western Cape regions,
sall recommisstoning of
the Phesantekraal 1 fac-
tory in Durbanville was
already mn progress and
the factory would start
operating next month

Clay brick sales, he
said, had mcreased na-
tionally by about 4 to 5
percent 1n 1994, desprte a
very siow fibst, half-year
due to election uncertan-
ty, which had’negatively
impacted on the con-
struction mdustry
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old factories

By MAGGIE ROWLEY
Property Editor

COROBRIK 1s gearing up fo meet 1ncreasing de-
mand for building products and recommilssioning
five modern factories mothballed during the reces-
s1on, including one 1n the Western Cape

Executive chairman Errol Rutherford said two
factories closed in recent years had already been
opened — one at Odendaalsrus to supply bricks for
the first RDP housing programme to get off the
ground at Kathlehong and the second at Glencoe 1n
northern kwaZulu/Natal to supply the demand from
the Hillside smelter at Richards Bay

The third factory to be dusted off 1s the Phesan-
tekraal 1 factory in Durbanwville which has been
closed since 1989 The recommissioning of this fac-
tory, which will be targefing regional demand from
RDP housing programmes, will increase CorobriKk’s
capacity 1n the region by about 32% and create
about 100 jobs

Rutherford said they were bullish about pros-
pects for the industry in the medium term and he
had no doubt the two remaining factories where
capacity had been halved 1n recent years — Rietviel
in Pretoria and a second plant at Odendaalsrus —
would be fully commissioned by the year’s end

Smaller stockpile

This would bring Corobrik’s capacity, currently
running at 90%, to one billion bricks per annum and
boost the company’s employment levels from below
5 000 to roughly 5400, he said

In addition, Rutherford said the huge stockpile of
bricks they had been siiting on for the past couple of
years had dropped significantly from a peak of 300
million to around 200 million

Mike Ingram, director of Corobrik’s Eastern and
Western Cape regions said work had started at the
Phesantekraal 1 factory in Durbanville and the fac-
tory will be operating from next month

Clay brick sales, he said, had increased nationally
by about 4% or 5% 1n 1994 1n spite of a very slow first
half year due to election uncertainties which nega-
tively impacted on the construction industry

“This was more than made up for in the second
half of the year and we are optimistic for the outlook
for the industry over the next five years”

Sales this year, said Ingram, were expected to
show growth of around 15%

“The recommissioning of the Phesantekraal 1 fac-
tory will provide more capacity than our immediate
needs and will stand us 1n good stead for the next
few years particularly as our other four factories in
the region all have spare capacity ”

Ingram said that to meet the ambifious RDP re-
quirements to housing, building materials com-
panies would need to mmprove production output
and reduce thje} cost of building materials

. [ ] =




A RECOMMENDATION made this wee
that newly graduated doctors be forced to
serve for two years In the public health
sector 1s unhkely to be mmplemented
Health Department deputy director-
general Dr Harms Pretorius said recently
that public service would not be compul-
sory. Instead, ways of lurmmg doctors to
-upder-resourced areas through incentives,
. were being investigated )
Aside from mereased pay for doctors
serving In rural areas, the department was
looking at a scheme whereby graduates
with state bursaries could work them off in
half the time in rural areas than they
would in urban areas Improving workimg
conditions would help to attract doctors.
The recommendation was included m a
report compiled by a team of health ex-
perts serving on a finance advisory com-
mittee appointed by Health Mimster Nko-
sazana Zuma.
Their report, submitted mm November,
was finally made public.on Tuesday — but
Zuma emphasised 1ts contents dad not re-
flect the view of the Mimstry The Mimstry
would choose which aspects of the report it

‘unlikely jo, be

wished to follow up.

A THRYN STRACHAN

The Representative Association of Med-

cal Schemes (Rams) said

yesterday it was

greatly encouraged by the Minister’s deci-
sion to make the report pubhe.

The report has been at the centre of a
controversy over the Way the Mimstry has
dealt with a plan to mtroduce a national
health fund. Her refusal to release the
report provoked allegations that the pro-
cess lacked transparency.

Rams yesterday voted unanimeously n
favour of 1ts executive director, Reg Ma-
gennis, serving on the techmeal committee
mvestigating the possibility of a national

health msurance fund.

Rams chairman Keith Holls said the
association would look for practical solu-
tions while taking nto consideration the
country’s economic constramnts |

The recommendation that newly gradu-
ated doctors be forced to do-two years
compulsory service 1s one of-a.range’ of
measures put forward by the finande com-

mittee to strengthen the

public sector.



Cement sales up for first time in five years

t 4
DOMESTIC cement sales rose 10,22% last
year:.over 1993, the first real annual in-
crease 1n more than five years as the indus-
try emerged from the lengthy recession

Flgures released by the SA Cement Pro-
ducers’ ' Association yesterday showed
sales rose to 7,9-mullion tons (7,17-millon
tons). Analysts said the higher sales were
indicative of the upturn in the building and
construction industries. Demand had risen
as several major projects, meluding Co-

lumbus, Alusaf and the Les n Hl ands
projects, came on stream
The figures showed a stea me
in the second six months, w
mcrease 1n the first half E’>
raham

Association executive dlrEEtﬂI'

-

| ROBYN CHALMERS

Mitchell saxd the higher sales did not re-
flect the reconstruction and development
programme, as government’s low-cost
housing imbiative had not yet taken off.

“The ndustry 18, however, bullish that
the housing programme and the construc-
tion of related infrastructure will get un-
derway by midyear This will boost
sales and take up the slack once demand
from major projects begins to dissipate

Analysts estimate that the RDP should
hoost cement sales by 8,5% on an annual
average compound basis over the next five
years This would increase manufacturers’
total revenue by R1,6bn

-




Bui g'ng maf

193

PRICE increases for building material
supplies have to be transparent and defen-
sible if supphers are to avoid government’s
threat of price controls, says Bulding
Material Supphers Consortium chairman
George Thomas.

There have been signs of butlding mate-
rial price mcreases beyond the rate of
inflation over the past few months, despite
an agreement reached among suppliers
last year to keep price rises reasonable

The recently released Bureau for Eco-
nomic Research survey on the bmlding
industry showed that building costs rose
11,2% in the fourth quarter of last year,
and looked set to increase further ths
year.,

Housing Minisiry director-general Billy
Cobbett warned last year that should
prices begin to spiral, 1t would undermine
government’s housing programme and
force the implementation of price controls

Thomas said the consortium, which had
mushroomed over the past few months to
represent more than 350 companies, had
attempted to inst1l a measure of discipline
and transparency among members.

“Price increases are, however, often be-

erial suppliers
D.JO J2]9¢ PP

warnéd of price controls

| ROBYN CHALMERS T

yond the control of companies which have
to contend with international pricing and
rising mput costs

“In addition, the lengthy recession has
bitten deep and many organisations have
suffered so there is a temptation to raise
prices sigmficantly This would be counter-
productive and exceedingly harmful to the
industry as a whole,” he said

At the Botshabelo housing conference n
October, the organisation commutted its
members to price discipline and value for
money As a signatory to the housing ac-
cord, the consortium said it beheved stable
prices were best delivered by fair compet:-
tion and limited import tariffs

A further key concern was the loss of
capacity because of the recession and pro-
duction slump, fuelling fears that the con-
struction sector would run out of capacity
once the housing programme geared up

The White Paper on housing stipulated
that 1t was essential to have certamnty on
government’s housing policy and strategy
to imtiate sustained capacity growth




ltaltile boosted by

lower debt cost

Special Cnrrea%nrd;’n?j qs_

JOHANNESBURG — Improved margins and lower
debi helped tile and sanitaryware retailer Italtile
grow attributable profit 60,3% to R5,2m 1n the six
%ﬂgtm to December, against the same period in

9

Turnover hfted by 19,5% to R105m (R87,8m) on
which operating profit rose 57,5% to R7,6m, showing
operating margins at 7,2% from 5,5%

The 1nterest bill dropped to R269 000 from R1,5m
as cash sales rose by 27%, but this was partly offset
by an increase 1 the tax rate to 30% from 23%

On a slightly higher number of shares 1n 1ssue,
earnings were 59,8% higher at 29¢ (18,2¢) An interim
dmvidend of 5¢ (3¢) has been declared
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Concrete bod

changes name

THE Concrete Masonry Assucg_aiiun
has changed its name to the Concrete .
Manufacturers’ Association ‘

CMA director Patrick Kelly sald
the name better mdicated companies’
and products represented. These
were concrete masonry, block pav-
1ng, retaimng blocks and roof tﬂes

Kelly said the Concrete Roof Tile
Association bhad joined forces with

the CMA to form a wider body repré-
Senting the interests of an mdustry I

with yearly turnover of Rlbn,

“We believe the association” now
reflects the greater diversity uf the
products produced by its 26 m
companies,” he said. E)D ISF

Companies represented b |
sociation roduced about 45%* of the
4-hillion bncks manufantured ‘m SA
yearly — up from only 5% when it

was established 23 years ago. |

“The CMA and its members are |
becnnﬁng more proactive this year |
and, are looking for substantial
growth as a result of the reconstruc-
tion and development programme
(RDP). Our products are ideally suit-
ed to’ infrastructural projectscalled
for by the RDP. These include con-
crete. products for mass housing,

roads-and towhship services”
w

.



IAY, Wednesday, February 15 1595

.| PAPER, packaging and rubber group
Consol lifted earnings 15% to R34,3m
as the improved economy saw sales
mereasing 1 most divisions, chair-
man Clive Menell said yesterday

Turnover rose 21% to R1,45bn (R1,20bn),
with operating profit increasing to
R1642m (R130,4m), buttight compefitive
conditions had resulted m pressure on the
group’s marguns

Profit after tax was 15% higher at
R94m In terms of turnover spht, packag-
ing and related products improved 27%,
contributing R659,4m, and rubber and re-
lated products’ contribution mereased 16%
to R792,8m
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Packaging and related products’ operat-
ing income was 27% higher at R84,2m and
rubber and related products moved up 10%
to R79.9m

Menell said the 27% mmprovement i

packaging’s turnover and operating profit

resulted from the contribution of Interpak,
which had been acquired durmg the pre-
vious financial year

«Glass volume umprovements resulted
mamnly from growth m demand for wine
hottles to meet increased exports The gen-
eral improvement 1n the economy also led
to wcreased sales, particularly of soft
drink bottles and food jars,” he said

The plastics division made losses

The rubber operations benefited from
sustained demand for tyres and industrial
rubber products

However, the 10% increase 1n profit re-
flected tight competitive conditions Im-
ports of low margin earthmover steel radi-
al tyres also affected earnings, and a sharp
merease i the world price of natural rub-
ber had a further ympact on earmugs

Group MD Piet Neethling said while a
15% earnngs Immcrease was achieved, a
number of constraints curbed a higher
earnings mecrease
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| Mines warned of

B

‘unstable’

A TYPE of cement used in the
mining industry might decay rap-
1dly when exposed to the tem-
peratures experienced in SA’s
deep-level mines, says a report
by Lafarge Fondu, one of the
world’s leading cement makers

The Lafarge report refers to a
cement known as caleium sulphoalu-
minate (CSA), which is widely used mn
the mning industry because of its
rapid hardeming characteristics,

According to Lafarge, CSA decays
at a temperature of 80°C, leading to a
complete destruction of the cement
The report adds: “This process could
commence ahove 50°C.”

CSA 13 widely used 1n the mining
industry 1n rock-bolting grouts, which
form a crucial part of the support for
the roof and walls in deep-level
mines

SA subsidiary Fondarge’s muning
sales manager, Denmis van Heerden,
said although there had been no
major disasters resulfing from the
use of CSA, the cement’s stability was
uncertain He questioned 1ts use 1n
a sttuation where its failure could
{ Kill people

He also said the paper showed the
acid i CSA contributed to rusting
and could accelerate the failure of
steel roof bolts.

Van Heerden was expecting a re-

193)
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sponse from mines that had been sent
the CSA findings last month. |

Peter Bredenkamp, MD of Fos-
rock, the sole supplher of CSA cement
in SA, denied that his company’s
cement decayed and said comprehen-
sive studies by international research
centres and UK umversities had
shown that CSA was stable

Fosrock had switched from high
aluminous cement (HAC) to CSA a
few years ago as a cheaper alterna-
tive CSA was sourced from China.

The muning houses said no conclu-
sive proof had been presented to
show CSA was unsafe. One rock me-
chanic described the conflicting
claims as a commercial dispute be-
tween Fosrock and Fondarge,

JCI chief rock mechanic Willem de
Maar said there was no conclusive
proof that CSA was unsafe. There had
been no problems with 1t, JCI mamnly
used conventional cement, because of
costs, he said L

Anglo American spokesman James
Duncan said both types of cement
were used 1n Anglo mines There was
a continous mvestigation of CSA by a
UK-hased firm of consulting mate-
rial engineers and Anglo was mon-
tormng the application of CSA 1 s
mines, he said

cement,
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Property Edifor
THE improved demand for masonry
{ products seen in the last quarter of
1994 has been sustained so far this
| year, according to Dave King, vice
president of the Western Cape Mason-
{ TY Manufacturers’ Association.

He said industry orders were up
about 10% to 15% on a year ago but
demand generally could be higher as a
plethora of new smaller players, who
did not submit their sales figures, had
sprung up. 1

While no farther significant growth
was seen for the industry this year,
due to RDP-related projects taking

L]

longer than expected to get off the
ground, the market was being under-
pinned by demand from the private
sector, which has been forging new
developments.

Current capacity 1n the industry, he
said is between 30% and 40%, which is
far lower than the 50% spare capacity
seen during the five year recession.

Further increases 1n interest rates,
Lkowever, he warned, could kill the
recovery ‘“‘stone dead”

Clive Archer, sales manager of
Crammix Bricks, the biggest producer
of bricks in the Western Cape, was a
little more confident and bleives Cape
brick manufacturers may well need to

Lol - Y

Cape Times,
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demand for mason
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{0 meet future demand.

“Interest is booming in the hotel
industry alone not only with the news
that Kersaf has purchased the Cape
Showgrounds but alse from the
Taiwanese and Malaysian groups
showing interest in other sites.

“If the Olympics squabble is cleared
up and the bid is successful, enormous
numbers of hotels will kave to be built
as the resultant tourist boom brings
thousands of pre-Olympic visitors to
the city.

“In addition, the Olympies infra-
structure has to be largely in place or

Y goods

at least feasibly planned and located.”

Archer said that as part of the com-
pany’s commitment to the RDP, they
had expanded their training school for
bricklayers.

“Trainees from the building indus-
{ry will be given intensive instruction
at the school to help meet the demand
for proficient artisans.” h

“We are commited to the promotion
of clay face bricks as a cost éffective
and maintennace free walling particu-
larly if we.are to start now to create
the necessary buildings for. the Olym-
pics and to avoid a giant maintenance
bill for those buildings between now
and 2004.”

|
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THE cement industry is forecasting a
sigmficant growth in demand from the
middie of this year as major road
contracts take off and government’s
housing programme gets under way.

There are fears the industry could run
out of capacity before the year 2000, and
both Anglo-Alpha and Pretoria Portland
Cement are investigating the possible con-
struction of kins worth about Ribn

Eividence of an upturn in the recession-
| hit sector began to filter through last year,
wtllth th;inSAf_Cement Producers’ Assoeci-
ation saying figures sho t sales rose
10,22% last year. %SD E{ éhgﬁi

Murray & Roberts’( ) Holdings CE
Andre van der Colff said M&R subsidiary
Blue Circle was expected to benefit sigmf-
cantly from increased activity n the fixed
investment market.

“Growth in the cement industry 1s ex-
pected to be huge, with sigmficant demand
comng from the informal sector”

Blue Circle former CE Graham Hardy
sald in M&R’s annual report that options to
1ncrease capacity were being investigated,
although there was sufficient capacity to
supply the short term market

He said planned capital expenditure

BUSINESS DAY, Monday,

Significant growth for

I ROBYN CHALMERS

over the next three years totalled R500m,
of which 40% was earmarked for expan-
s10n projects.

PPC group MD John Gomersall said
domestic demand for cement had risen
substantially since April 1994, mcreasing
the utibisation of the group’s production
facihties and focusing attention on future
capacity expansion plans

PPC was budgeting for an ncrease of
8% 1n sales volumes this year, but sales
during the past three months indicated
that growth could exceed expectations

“A team is currently reviewing plans for
recommissiomng the Dwaalboomn plant
Our estimates of cement demand growth
indicate that it will have to commence
productton within two to three years”

In the Eastern Cape, Gomersall said
PPC’s Port Elizabeth factory could not
meet local cement demand and there were
moves afoot to discover a new limestone
reserve 'to allow the expanston of the fac-
tory’s production capacity.

Anglo-Alpha deputy MD Ronnie Searle
sard the orgamsation was considering
building anotker kiln at its Dudfield plant
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Denver workers fired

By Gloria Mogase

SEVENTY Afnca Glass Marror workers
at Denver were disrssed yesterday for
aliegedly refusing to work overtime

Angry workers, all members of the
Chermical Workers Industrial Umion, said
they were surprised by the move because
they-were not given any notice

They said they found the secunty
guards waiting for them with dogs at the
entrance yesterday morning

They were not allowed 1n and were told

by secunty guards that they had been,dis-
II]]SSE:d 2 §'

Glass Mirror manager
Tenderini said he dismssed the wnrkers
because they refused to work overtime
“Ifired them for three other charges too,
which I cannot disclose to you You can
come to my office if you want to know
more,” he sad

Secretary of CWIU Mr* Nelson
Mthomben: said he contacted Tendenmn,

who told him of the workers’ “actions of

misconduct, intimadation and their refusal
to work overtime”

¥
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‘Co%%f”ﬁob\}er safety of defective cement

has warned 1n-
pendent firms selling defective
cement particularly 1n blank areas
are mushrooming which could ad-
versely affect the reconstruction and
development programme
This follows a number of incidents
reported in Gauteng and KawZulu/N-
atal where the use of blended Port-
land cement led to cracked houses
and threatened bond boycotts
.« Portland Cement Instltute execu-
tive director Graham Grieve said a
growing number of operations were
using incorrect proportions of waste
matena]s as extenders
This weakened the product and had
led .to the construction of unsound
buildings In many cases the percent-
age of fly ash or other extenders

| HQB\"H CHALMEHS

mixed with Portland cement was not
disclosed on packages, usually sold as
plain brown paper bags

The operations were widespread 1n
Gauteng, and had also extended to
the Eastern Transvaal, Northern
Transvaal and KwaZulquataI

Grieve said the operators were
mainly targeting small builders and
consumers in the townships

He said this had wideranging im-
phications on health and safety stan-
dards and could have a spin-off on the
builders’ warranty mechanism under
discussion between banks, govern-
ment and the construction sector

SA Bureau of Standards civil eng-
neermg and packaging director Iain

Bennie said the lack of markings

the packages was of concern tn the
bureau, as the quality of the cement
could vary considerably

The SABS has been ass:sung the
Business Practices Committee m a
prelimmary investigation to 1dentify
and control these operations. A com-
pany recently agreed to stop blending
and merely re-package cement.

A commiitee spokesman said the
organisation was formulating a re-
vised code of conduct for the cement
indusiry i a hid to govern the con-
duct of local producers.

She said the existing code was too
techrical and was not user-friendly.
The new code would ensure quality
principles and standards were ad-
hered to

10N
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coNSOL, Ltd’s glass division,
Consol-Glass, would spend R650m
over the next five years on an
expansion and technology ad-
vapeement programme, It an-
noynced at the weekend.

MiyPave Spndler said 1t would
spenti- R300m on its Western Cape
operations, mncluding a new capacity
expansion programme and enhance-
mefit ‘of ‘capabilities at the Bellville
factony. .

The' balance of R350m would be
used"td, develop the northern factor-
ies ‘ofthe glass packaging division

Hé said Consol Glass had been a
stringieash generator for many years
andithe expansion would be funded
froffi;internal funds

“Plie.Western Cape expansion pro-
gramine would add about 70 (60 tons
of production capacity and enable
Consol Glass to meet projected mar-
ket requrements well into the next
century, Spindter said

“The mvestment ensures and de-
mng,g_}rgtgs Consol’s commitment to

. /
pansion progral ﬁp

[ wacawew |

the long-term requrements of the
wine and spirits, beer, soft drink, fruit
juice and foed mdustries of the West-
ern Cape,” he said

In the five years up to last year’s
election, volumes were depressed
But there had been a “sigmficant and
unexpected surge” m demand for
glass containers late last year, espe-
cially from the wine and spirits mar-
kets Consol Glass had increased out-
put and all its facilities were 1 fall
production However, 1t had taken
several weeks “to get the downed
facilities up and running”

The increase in capacity on the
same skills base meant it was not
running as efficiently as before and
there were some supply and service
problems The situation had eased
and fimshed goods stock levels were
back to normal The company did not
expect to be in short supply to the
wine and spirits mdustry

Spindler said customers would be

9%
able to compete mbre effectively 1n
local and overseas markets “This 1s
of tremendous importance to our cus-
tomers who are mncreasingly export-
ing their products mnto highly com-

petitive and demanding world
markets ”

It was reported last year that there
was some criticism about Consol's
dommation of the bottle industry,
particularly from the wine produc-
ers Wine exporters said 1t would be
cheaper to import from Europe i
duties were lowered, that Consol held
monopolistic control over the market
and that the supply of locally manu-
factured bottles was insufficrent
Spindler said at the tine this criti-
cism was unfounded

Last month Consol reported 15%
higher earnings of 146,5¢ a share on a
91% turnover merease to R1,5bn for
the intermm period to December At
the time directors said glass volume
improvements largely reflected
growth 1n demand for wine bottles to
meet increased exports

- r—riiye—
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CONSOL GLASS @3)
Glass expansion

W Al

The post-election future/a

starthng snddenness for the packagmng di-
vision of Consol Glass, as surging demand
for contamers — largely wine bottles for
export — caught the industry unawares
Never again* Consol will spend R650m 1n
the next five years to upgrade plant and
expand capacity by 20%-30%

Of this, R300m will go to Western Cape
operations and R350m to “northern” sites 1n
Wadeville and Midrand. One Beliville fur-
nace has already been rebwilt at a cost of
R32m, takmg the division part of the way
into 1ts modermsation programme.

“We have pulled ourselves out of the ark
but are not yet into the spaceship”, jokes
MD David Spindler

But this will change with the new elec-
tromcally controlled furnaces, which wall
take the group through to the 21st Century,
both mm increased volume and in tech-
nological achievement. Customers who ex-
port want glass packaging that meets world
standards and Consol aims to meet the
challenge

Spmdler reckons the local industry 18
“Jooking at real growth m wine and spirit,
soft drinks and returnable beer contamners”
and also wants to increase direct exports.
Growth 1s estumated to be over 30%. SA
wime and spmt producers are expected to
welcome the mvestment.

Consol, whose main shareholder 18 An-
glovaal Industries (59,8%), is assessing
funding options It plans to fund capex
mternally and from borrowings, and does
not mtend gomg to the market. The mmtal
outlay will be heavy as most of the money

Spinler

catching up with
this century

FOX

N

will be spent within three years, but
Spindler expects the investment to promote
shareholder confidence

“More development makes us more com-
pentive and this will translate mto div-
tdends 1n future”, he says.

The pathway to the future 1s not entirely
smooth, though Challenges from other
packaging materials have to be faced, par-
ncularly m the soft dnnks mdustry where
stee] and alumimum cans are the major
threats. However, modern manufacturing
techniques produce strong, hghtweight glass
contamners that can hold thew own,

In the wine and spirits industry, glass
contamners are a staple There, the question
1s who supplies the best. Though Consol
Glass has the lhion’s share of the market,
Metal Box Glass ts 1n the runmng agai,
and Nampak 1s mmoured to be considering
a glass plant m the Western Cape

US company Owens Brockway, which
holds 19% of Consol, will contribute tech-
nological know-how and management
backup to the expansion One of 1ts
strengths as a shareholder 1s the hnk 1t
offers with the global marketplace.

The share 1s trading at a 12-month low of
R40, which may be an excellent tume 0
buy. Profitable expansion of the glass
packagmg division will increase profits,
helping to offset possible weakness 1n the
plastics division Returns to shareholders
over the medium to long term ought 1o
prove worthwhile Margaret Anne Halse
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Aries aims at

1ndqu

JOHN VILJOEN
Business Staff

PROSPEROUS Cape-based
packaging group Aries hopes to
take on the mdustry’s big play-
ers when new machinery
comes on hine at 1ts Atlanfis
plant

Aries was 1nstalling a
R500 000 die cutter in what am-
mounted te a significant mo-
dernisation step, sales director
Garth Glasby told the group’s
AGM this week

The machinery would allow
Aries to add a wide range of
packaging products to its pre-

sent capabihities “We intend

taking on the big players 1n the
packaging industry, ltke Nam-
pak and Kohler,” Mr Glasby
said

A tax break helped Aries 1n-
crease attributable earmngs by
o7 percent from R2,2 million to
R3,4 milhion for the year ended
December Earnings a share
rose from 19,7¢ to 31,1¢ The
Aries directors have declared a
final dividend of 7c

Turnover mncreased just over
nine percent to R36,2 million

MD Dieter Neckel said the
fibre drums division was the
only-one showing a loss and it
was possible 1t might be sold

“It 1s under close observa-
tion,” he said.

Chalrmen George Kohler
eaul Anee would investigate
pesmble acqusitions “We are
on the lookout all the fime We
are nof short of cash We have

yg

the eapebxhtn madpe rsa;nd
cash”

The results for the first quar-
ter of this year had been the
most encouraging so far since
Aries was founded 1n 1981 The
group was benefiting from the
economic upswing

This week’s budget contamed
a shght let-down, however “We
were disappointed to find that
our optimistic prediction of a
removal of STC (secondary tax
on companies) has not materia-

lised,” Mr Kohler said

In his statement Mr Neckel
said the group had achieved its
objectives for 1994

The paper situation became
crittcal during the last quarter
with severe shortages and con-
stant mncreases in price.

Aries had, however, antici-
pated this development and
was able to aviod shortages 1n
1ts operations. Forward buying
also produced significant
savings,

There were encouraging
signs of improvement 1n the
economy as a whole, Mr
Neckel said

A lot would depend on good
labour relations and striet fis-
cal disciplines Aries was try-
1ng to position 1itself i the best
possible way fo reap the maxi-
mum benetits from the eco-
NOMIC UpSwWIng

There would be further ex-
tensions and modermsations in
the year ahead and Aries was
looking forward to further im-
provements 1n its results, he
said
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THE cement mdustry is experiencing
an unexpectedly strong growth in de-
mand, with a 16% surge in domestic
cement sales during January surpris- jj
ing analysts.

SA Cement Producers’ Association :
figures released recently showed dom- §

estic cement sales rose to 551 271 tons | -

in January against 475 833 tons for the £
same month last year. B
Analysts and cement producers have
predicted that the mam growth in de-
mand would filter through from the
middle of this year when major road
contracts take off and government’s
housing programme gets under way.
However, one analyst said he was
revising the projected growth of the
industry for this year, as there were
early indications that sales could ex-
ceed expectations, h
He said his initial prediction for
growth in saleg volumes this year had |
been 10%, but this had been revised
upwards by 2% to 3% particularly as
the association’s figores showed sales
had reached 10,22% last year.
Another analyst said the higher sales
| were a positive trend, but cautioned &
that January was not-always a reliable
pointer of the market’s direction.,
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BUILDING materia] prices will continye

to firm this Year on strong growth in the
local industry and a shortage of supply on

Alan Wilson 1n the 1994 annual report
Wilson said the market price of harg-

wood pulpwood had by 20% dur-
ing the year, #De?lfﬁd] 4<

., *The export of a consid rable tonnage of
wood chips out of Richards Bay, dye in
part to a strong yen and a world shortage
of imber, will adversely affect the avay).
ability of timber locally,” he sajd,

~ Earmngs for the building mater:a] map.
ufacturer rose to R9,7m (R8,7m) during the
Yéar ended December, on turnover which
mereased 13% to R154,6m (R137,1m

.ThiS translated mto earnings .0f '142¢ Opportumties continued to be researcheq,
W

€xport markets, says Masonite chairman:

product range to be offered
The forestry operation achieved 3 mog-
est profit agamst 3 budgeted break-even,

and products, Wilson Sald a number of
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SA to step into fibreglass gap: south Afticw's only
fibreglass manufacturer, Acoustical Fibreglass, 15 increasing the
capacity of the furnace at its Springs factory from 5 400 tons to 9 000
tons a year The company’s executive chairman, Henme Steyn, says
there 15 a severe shortage of fibreglass worldwide, and 1t could export

at very favourable prices C«T(EJ_R) b ,{{ h g
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THE building industry’s annual
turnover should surge by more
than R10bn to reach R25bn by the
turn of the century with positive
spmoffs for the cement sector,
says the SA Cement Producers’
Association 1994 annual report

The association, whose members
are Anglo-Alpha, Blue Circle, Pretor-
1a Portland Cement and Natal Port-
land Cement, said domestic cement
sales should increase by an average
of 10% this year

Cement sales rose 9,8% last year to
7,9-million tons against 7,2-mullion
tons m 1993, and analysts said the
association’s forecast of a 10% hike in
sales this year could be conservative

The report said sales would be
boosted by an expected growth per-
formance of up to 3,5% and higher
fixed investment spending.

Increased fixed investment would
not only be as a result of spending on
the reconstruction and development
programme (RDP), but would also
emanate from higher investment 1n
export orientated businesses.

This followed a sharp drop
cement exports to neighbouring
countries and overseas destinations
last year, with exports falling 20% to

les set
iufgs

N
g growt

l ROBYN CHALMERS |

113000 tons However, chinker ex-
ports more than doubled to 316 000
tons last year, with a large propor-
tion going by sea to the Gulf states

Prospects for the civil engineering
industry thiIs year were hearish
Apart from the planned Saldanha
smelter, no new large civil engineer-
ing projects were envisaged on the
domestic front and the RDP was ex-
pected to add only about 5% to civil
engineering turnover this year

The report said clarification on
government policy regarding the pri-
vatisation of toll roads was still
awaited. This approach was seen as
the only way to finance large road
buillding projects i the future

The major growth for the buildmg
and cement sectors was expected to
come from the RDP’s housmng objec-
tives which, 1f achieved, would see
the delwery of 300 000 houses a year
by 1997. Tis would entail annual ex-
penditure of at least R9bn

The report estimated the proviston
of related socral infrastructure such
as roads, schools and clinies would
have a multiplier effect of about 1,5
on resource requirements

P — ey




@ement sales
spark optimism

BD 19t |4q¢

DOMESTIC cement sales contip-
ued their strong growth during
February, rising almost 127 and
sgarkmg early predictions that
the industry was heading for a
record sales year,

SA Cement Producers’ Association
figures released yesterday showed
that domestic cement sajes mereased
to 628 007 tons in February against
962 943 tons for the same month last
year

The February figures were slightly
lower than those of January when
sales rose 16% to 551 271 (475 833)
tons, but an association Spokesman
sald January was traditionally a
bouyant month as pre-Christmas or-
ders were fed through.

The association predicted n 1ts
1994 annual report that cement sales
would rise by an average 10% this
year, but major manufacturers were
reporting better than expected sales
and orders

Thus followed a four-year recession
when total cement sales plummetted
from a igh of 8 4-mullion tons in 1938
to bélow 7,3-mullion tons 1n 1992, . be-
fore picking up to total 7,99-million
tons last year

Analysts said the higher cement
sales.were indicative of a general
upturn, in"the building and constryc-
tionl;mqi:!p_stry

One “analyst said there were enp.
couragmg signs that the housing
component of the reconstruction and

e o —_— —_

development programme (RDP)
would get off the ground by mid-year
and further boost sales,

He pointed to Housmg Minister
Sankie Mthembi-Nkondo’s swift
movement in apportioning a share of
the R2,92bn housing budget to the
nine provineial housing boards.

The R1,8bn Mthembi-Nkondo
made available to the provinces at
the weekend would be siphoned to the

ards in monthly tranches for subs;-
dy programmes for the development
of low-cost housing projects.

He said the stronger trend in gross
domestic fixed investment was also
éncouraging, baving improved by
2,1% in real terms for the first three
quarters of last year aganst the
Same period in 1993,

inprovement was more sig-
nificant in the non-residential market
which recorded an mncrease of 5,1%
over the period, compared with a rise
of 0,5% in the residentia] market,

However, another analyst cay-
tioned that with major infrastruc-
tural projects such as Columbus
Stainless Stee! and Alusaf nearing
completion, there would he a drop in
demand for cement,

Despite optimistic préedictions that
the RDP would get goingiby the mid-
dle of this year, he said jt nmught not
be soon enough to take up the slack
left by the completion of the projects.
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The 1994 annual report shnws the con-
timung 1mprovement in Masonite’s per-
formance as 1t pulls out of recession
Turnover was up 13% and pre-interest
profit rose 34% Chairman and MD Alan
Wilson says the group 1s “in general m a
strong position” It was “hat hard” by the
recession i 1992, but has fought back hard
and appears to be winning

Good management increased the return
on capital employed by 25% to 13,4% and
reduced borrowimngs to R3,9m from R6,9m
m 1993 Cash reserves of R4,2m com-
fortably cover the debt Interest payments
dropped 70% to R207 000 from R707 000,
which contributes to the strong positive
cash flow

The major shareholder 1s Masonmte USA,

MASONITE (AFRICA) ,
Ringing growih

T N IWEN ™ jd L4

Activities: Manufactures and distnbutes hard-
board, insulation and door-panelling, owns and
develops plantations

Control: Masonite Corp (USA) 66,7%

Chairman and MD: A Wiison

Capital structure: 6,82m ords Market capital-
isation R85,3m

Share marke¥: Prce 7250c Yields 3,0% on
dividend, 11,4% on earnings, p e ratio, 8,8, cover,
3,7 12-month hwgh, 18675¢c, low, 950c Trading
volume last quarter, 4 382 shares

Year to December 31 91 ‘92 93 9]
ST debt (Rm) 4,2 2,7 4,6 3,2
LT debt (Rm) 47 115 23 0,7
Pebt equity ratio 0,15 024 0,05 —_
Shareholders' interast 058 059 065 0,67
Int & leasing covar 8,9 46 156 71,7
Return on cap (%) 19,1 60 10,7 134
Turnover (Rm) 126,56 1206 137,11 154,6
Pre-int profit (Rm) 19,6 68 11,0 148
Pra-Int margin (%) 15,5 57 80 9.6
Earnings {(c) 167 53 141 142
Dividends {c) 60 10 35 38
Tangible NAV (c) 876 882 983 1087

close” to its parent, with whom 1t conducts
jomt marketing programmes for its door
panels overseas.

Masonmite’s order book for the year is
holding up well Products are supplied to a
wide range of markets “Some have been
quite weak, such as furmture,” says Wilson,
“others, such as building and packaging,
have compensated We are not unhappy
with our market position right now”

The mix of mdustrial and domestic
markets tends 10 even out the more severe
fluctvations m the group’s business cycle
But there are weak areas Because about
30% of 1ts core product, hardboard, 1s sold
through distributors, the group 18 vulnerable
to destocking cycles when times are tight,

Wilson expects exports of “value-added
products” such as pamted and embossed
door panels, now contributing about 20% to
total income, to increase in value, 1f not
volume Wilson says the group’s only
problem 1s a pleasurable one “We have a
finmite capacity” Management 1s monitoring
the market with a view to 1increasing
capacity, to maintain export volumes

There 1s a shortage of timber now, due
primardy to large SA tumber exports to

.,'-1.l' J“ _'Ir_ ]

"‘.(AFﬁICA)
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Sii7KMasonite

Japan, and worsened by the drought Japan
with its strong yen 15 setting the local price

for umber, which Wilson sees as a looming

owned by International Paper, the largest | problem for the industry, though not for the

paper company 1n the world, with sales
| exceeding $15bn. The SA group 15 “quite

group
Masonite (Africa) has a sxgnlﬁcanL_ji-
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CEMENT maker Pretoria Portland
Cement (PPC) benefited from greater
cement sales volumes, posting a 41% hike
1n earnings to 214,1¢ (151,7¢c) a share for the
six months ended March

Turnover rose more than a fifth to
R751,1m (R612,im i the previgus Six-
month period) and operating profit -
creased to R1383m (R110,4m) Pre-tax
profit rose 27% to R146,7m A drop In
average tax rate meant ifs tax il 1n-
creased only 9% to R37,8m, leaving post-
tax profit 43% higher at R88,9m An inter-
im dividend of 80c (65¢) was declared

PPC group MD John Gomersall said
that while good results were expecied 1
the second half, growth was unlkely to
match that acheved in the first sIx
months “Cement volumes are the key fac-
tor. In the first half of the year they were
up; reflecting the effects of post-election
confidence.” He expected profit for the
year to be up 256% on year-earlier figures.

Gomersall said PPC Lime put n a sohd
performance 1n a static market, mmcreasing
its contribution to R34,9m (R34,3m) despite
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despite the impact of in-

PPC

from 155%

84 -L—“T |
Nov Dec Jan :Febh Mar Apr
Graphic FIONA KRISCH Source 1 NET

higher energy costs. PPC Cement saw a
93% mcrease 1n manufacturing turnover,
largely attributable to domestic sales vol-
umes, which rose 14% to 1,559-milhion tons
Advances in development of the company’s
distribution capability pushed distribution
turnover up 39% to R185,6m d
“We have been able to improve our oper-
ating profit margms in cement to 16,7%
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. "No price war’ as cemny #

BY JouN SHERROCKS
KWAZUIL NATAL BUSINESS EDITOR

Faced with the dismantling of the
ceément cartel, Natal Portland
Cement (NPC) has ruled out the
prospect of embarking on a price
war, warning customers instead
that 1n certain areas prices are Jike-
ly to cimb

“We need to make a reasonable
return in order to be able to expand
our production facilihes m Simuma

and grow with the economy of
KwaZulu Natal” said Raimund

Weber, NPC general manager

Weber said building trends and
the demands of the RDP wy]
stretch to the limut supply capaaty
at NPC, which 1s at present a bene-
tactor of cartel substdies

"It 15 quite possible that we
might not be able to meet the
cement demand of our peripheral
markets such as Maritzburg and
the North Coast These markets
will be supplied from the north and
this could be more expensive

He disputed popular belef that
the dismantling of the cartel would

CC

gg%%%el ds

cause the price of cement to fal]

He said NPC had always relied
on chinker and cement at subsidised
transport rates “This will be 3
thing of the past and any shortfalls
In future will be raled m Whether
the old suppliers and new compet]
tors will subsidise transport as
the past 1s a sertous question

Weber said he was confident
NPC would retamn 1ts traditional
market “Our cement blends are
stuted to coastal condttions and the
transportation system 1s meeting
customers’ requirements ”




Concrete profit from PPC

C1(eLrblyjes a3

FROM Sara

Improved cement sales propelled Pretoria
Portland Cement’s after tax profit 43 per-
cent higher to R889million 1n the sn
months to end March 1995, from
R62,1 mullion m the same period last year

PPC's 23 percent mise m turnover to
R751,1 mithon (R612,1 million) was large-
ly driven by its cement division which
mncreased domestic sales by 14 percent

Improved operatng margmns also
helped to push the group's operating
proftt 25 percent up to R138,3 mullion
(R110,4 mulizon)

In additon, a 71 percent growth 1n

investment income to R84 mllion
(R4,9 milkion) resulted in a 27 percent rise
n profit before tax of R146,7 million

Earnungs a share climbed 41 percent to
214,1 cents (151,7 cents) and PPC declared
an interim dividend 15 cents up at 80 cents
a share

However, managing director John
Gomersall said the group was unhkely to
match the first six months’ strong perfor-
mance in the second half of the year

“Cement sales volumes are the key
factor,” he sard “We anticipate a more
sustamable growth rate of 8 percent for
the second half, giving an average of
11 percent for the financal year”




‘Saficon could be split up
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or sold
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MOTOR ™and Hulding

materials group Saficon,
which had cautioned share-
holders that i1t was
involved in negotiations,
could be sold, market

sources said this week.

Analysts said it had been
speculated for some time
that chairman Sidney Bor-
sook wanted to sell his
stake, or that the motor
and building supphes mter-
ests could be separated,
with either one or both
being sold.

Saficon’s majoranterests
are Cargo Motors, Lindsay
Saker and other motor
companies and listed build-
1ng supphes company Bou-
mat. Malbak Motor Hold-
ings and Barlow Motor
Investments have been
suggested as possible buy-
ers for the motor interests,
and McCarthy has been
mentioned as a more
remote possibility,

It was not clear if Bou-
mat would be sold,

Results for the year to

M—%
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lysts sa

MARCIA KLEIN

March will be released
shortly, and analysts
expect them to be good, off
a high base, They said the
company had been doing
well, and market senti-
ment was reflected in the
share price,

Saficon gained 50¢c or
3,2 on Wednesday to
close at a R16 high ~ up
more than fourfold since
this time last year. The
share has gained nearly
24% 1 the past month.

Holding company

Sakers’ share closed

unchanged on Wednesday
at 1ts R24 high. The share,
which was trading at 525¢ a
year ago, has gained 28% in
the last month

At the September inter-
Im stage, Saficon more
than trebled earmngs: to
R182m off an 18% . turn-
over rise to R1,7bn. Interim
results indicated it was
contwuing the recovery
evident at the March 1994
year-end,
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ers’ fortunes

cast in signs of the times

PRETORIA Portland Ce-
ment’s fortunes have cer-
tainly improved since

South Africans patiently

stood in hne to vote this
time last year

More confidence m the
economy and movement
on previously deferred de-
cisions have meant better
cement sales and profits
for this volume-sensitive
company

Domestic cement sales
tend to be heavily influ-
enced by political disrup-
tions and the level of gross
domestic ixed mnvestment

Sales dropped after the
Sharpeville shootings and
Soweto riots, boomed with
the gold price in the late
1970s and crashed with
P W Botha's Rubicon
speech mn 1985 After a
downward spiral of several
years, sales levels turned
last year and PPC posted a
better than expected 25%
rise in earnings a share for
the year to September

This week 1t announced
a 41% leap 1 earnmngs to
214,1c a share for the half-
year to March Its dividend
was 23% up at 80c a share

The mmprovement came
on the back of a 14% rise 1n
cement sales volumes and
a dropnits tax rate These
gamns offset the disappont-
ing performance from its
hme mterests

Fellow cement producer
Anglo-Alpha has also
scored from better cement
sales, posting a 50% rise m
earnmgs a share for its
year to December

The cement industry
now looks set for a record
year with trends indicating
that cement demand 1n
1995 could rise by more
than the forecast 10%

On the back of improved
bumlding activity, domestic
sales in February were al-
most 12% higher than n
February last year Janu-
ary sales were 16% higher
than January 1994

Indeed, the talk now 1s
that the mmdustry could run
out of capacity before 2000
Capacity levels are run-
ning at about 65%, but
most players are looking at
expanding production
facilities This week PPC
confirmed 1t was re-
commissioning its Dwaal-
boom factory

The change m fortunes
could not have come at a
better time Towards the
end of last year, Mumster of
Trade and Industry Trevor
Manuel accepted the Com-
petition Board’s recom-
mendation to disband the
cement cartel within two

PACIOL!

years The cartel consists
of PPC, Anglo Alpha and
Blue Circle It fixes prices
and 1ts market-sharing
agreement covers 70% of
cement sales 1n South
Africa

Analysts, however, ex-
pect a relatively painless
transition because the 1n-
dustry will be deregulated
into a growing market

The growth is largely
linked to the economic up-
turn Benefits from the re-
construction and develop-
ment programme will be
“the cherry on the top” and
could last for several
years

All three cartel mem-
bers have been gearing up
for the changes for some
time and have been buying
up distribution outlets to
gain a competitive edge

Because much of their
production takes place In
remote areas, they are un-
hkely to make huge In-
roads into each others’
markets However, the
more competitive Gauteng
and Western Cape regions
may be somewhat more
hotly contested

Lesley-Anne Dry, an
analyst at Rice, Rinaldi &
Co, says a price war 1n the

next few years 15 unlikely

“Demand will be such
that the guys will be more
than busy,” she says

But after deregulation
the industry, which 1s sub-
ject to cychcal swings,
may
much faster i a downturn
than they did in the past

The “negatives’ sur-
rounding cement com-
panies appear to be thewr
high ratings. PPC has a
price earmmngs ratio of 21,6
and Anglo-Alpha’s 1s 20,3 —
far higher than most com-
panies in the bmlding and
construetion sector An
analyst says these are
based “on the optimistic
high-road scenar:0” which
15 not necessarily a cer-
tamty

PPC is most favoured
because it has the best geo-
graphic spread of plant and
the lowest umt costs 1n the
industry It also has moth-
halled capacity which can
be commussioned at the
lowest costs

Coming off a Mhgher
base, PPC’s management
predicts earmings growth
of at least 25% for the year
to September Several ana-
lysts, however, have
hedged their bets at a 28%
rise and may increase this
if cement sales continue to
show strong growth

Zilla Efrat

find earmngs fall |




-Building sector -

major building material manufacturers around SA
ck to a pledge they gave government last year,
} kept price increases reasonable, the Building Mate-
Suppliers’ Consortium said at the weekend
{(iConsortium chairman George Thomas said recent re-
showed that any price increases implemented by
larger manufacturers of cement, bricks, paint, ceramies
and door frames had been in line with the inflation rate
i “T'his followed a prediction by Stellenbosch University’s
Bureau for Economic Research (BER) that bulding costs
coilld rise 18% this vear as the building and construction
industry emerged from a lengthy recession. The BER
survey for the first three months of this year found that
building contractors and subcontractors experienced a
much better quarter in terms of work on hand,
i It said the main factors still constraimng activities
were demand and cost of financing, with no apparent
shortage of bricks, cement or plumbing materials, al-
though contractors did report slower delivery
Industry analysts feared that the upturn in the buiiding
sector would lead to higher building material prices,
which could have a negative effect on government’s
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ROBYN CHALMERS

plans to build 1-million low-cost houses within five years
However, Thomas said the only two maternals which
had been affected to date were timber and plastics.
Masomte chairman Alan Wilson said recently that the
price of hardwood pulpwood had risen by 20% last year,
which ke attributed to strong growth in the local market
and a shortage on export markets

He said the export of a considerable tonnage of wood
chips through Richards Bay, due mn part to a strong yen
and a world shortage of timber, would adversely affect
the avatlability of tumber locally.

Thomas said the major manufacturers were, by and
large, sticking to the compact they entered into last year
afters government called on them to keep any price rises
reasonable 1n a bid to ensure the reconstruction and
development programme was not impeded.

He said one of the biggest concerns for building mate-
rial suppliers was that labour umons had not been:includ-
ed in the compact and a significant hike in labour costs
could render the compact ineffectual.

“It must not be forgotten that price increases are often
beyond the control of companies, which havesto contend
with international pricing and rising input'costs,* he said

'However, Thomas said the immurient disban@ment of
the cement cartel was a positive factor for‘theindustry,
as competition was the surest way of keeping*price
Increases reasonable. 2 <
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PPC’s flexible cem
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IF you had invested £100 in Pretoria
Portland Cement when it listed in
1910 and reinvested the dividends
over the next 84 years your invest-
ment would have been worth R3,7-

muillion by November last year.
John Gomersall, managing director of
the 102-year-old cement and lime produc-
er, says that during the company’s life 1t
has operated under various conditions of
price contro! — government mterference,
cartel and free market — so 1t does not
expect the dismantling of the country’s
three-strong cement cartel to be too

disruptive

Presenting PPC’s prospects to the
Investment Analysts’ Society in Johannes-
burg this week, Mr Gomersall said he did
not expect a price war hetween the indus-
try’s players.

“Competing on price alone will not
necessarily win market share hecause
customer service and distrbution are
hghly valued,” said Mr Gomersall

The outlook for demand is firm and
demand could begin to outsfrip capacity.

Mr Gomersall saad 1,5 tons of raw mate-
rial were needed {o make a ton of cement,

.m_. e ﬁrfr I AR
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and for transport reasons 1t was impor-
tant that cement works were located at
the site of the deposits

PPC’s Dwaalboom plant, mothballed
almost as 1t opened 1 1984, 1s to be recom-
muissioned Designed for 600000 tons a
year, this could be taken to 700 000 tons
with minor changes and even doubled to
1,5-mullion tons a year by the end of the
century. The question 1s, at what cost?

Mr Gomersall’s short answer 1s that it
would be for significantly less than start-
1ng.from serateh

Looking ahead, Mr Gomersall said de-
lays 1n implementing much of the

——— e sttt rereretusuemst | veCODStruction and  development pro-

+ gramme could cushion the cement indus-

try from the effects of the next economic
downturn.:,.

_ “So far, RDP-specific projects have had
little direct impact nationally, but on a
personal level, people are building homes,
expanding existing ones and so on because
there 1s confidence n the future” | .
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north of the border, Mr Gomersall said
PPC had already made some technical
1nput, that 1t would consider taking over
the management of some cement plants
but it would have to be an exceptional
opportumty for it to make an investment

“It is always a long process i Africa,
things move slowly.”

The presentation left the market unde-
cided on PPC shares — no doubt 1t is a
good company but what chance of its re-
peating the equivalent of £100 to R3,7-
miilion in 84 years?

The price peaked at R115 a year ago,
dropped to R84,50 mn December then al-
most regained the top within weeks before

driffing,
At the current R94 50, PPC 1s 25 fimes

historic earnings of 375¢ a share Net asset
value at the yearend was R17 In the light
of uncertainty ahead for all the cement
players, my view i1s that there 1s better
value to be had elsewhere.
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Chairman puts improvement down to strong growth from

Belron International and record performance from PG Bison

By CHARLOTTE MATHEWS

n [vEET* eNT ECITP

Plate Glass & Shatterprute Indus-
fries (PGS}, the SAB-controlled
glass and timber products manu-
facturer and distributor, grew
attributable earnings by 32 percent
to R209,7 mullion in the vear to
March 1995 compared with the
same pertod mn 1994

Ronrue Lubner, PGSI chairmah
and chief executive, said the
improvement, which 1s off a hugh
base, was mainly due to continued
strong  growth from Belron
Internattonal and a record pertor-
mance from PG Bison

According to hgures released
todav, turnover was 17 percent bet-

. ter at R3,8 billion, mn tme with the

. INcrease
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shown at halt-vear
Operating profit grew by 9 percent
to R389,3 mulhion, showing operat-
Ing margins overall down to
10,3 percent from 11,1 percent
Lubner said operating Margins
had, in practice, improved but
development costs had been
mcurred Net tnancmg costs rose

to R31,1 mullion from R28,5 maltion
although geaning was down to
24 percent trom 27 percent The tax
rate dropped to 27 percent from
37 percent as assessed losses were
used

Lubner said development costs
m one countrv could not be oftset
aganst another countrv As each
countrv’s operations returned to
profit thev were able to use
assessed losses Whether a 27 per-
cent fax rate was sustamable
depended on how long 1t took for
each country's operations to return
to use those losses At present
Germany 1s the onlv country which
has not vet retumed to protit and 1t
will turn the corner, as planned, 1n
the current vear

Atinbutable earnings are 845,9¢
(641,9¢) a share, and assurning con-
version ot the convertible shares,
are 644,7c (512,3c) Caprtalisation
shares, or a final dividend of 160¢c
(145¢) are bemng oftered, bringing
the cash drnidend for the vear to
290c (230c)

Lubner said PGSI would con-
tinue to develop although 1t did not

2210m

intend to move ou
had alreadv established 1tself 1 —
the Umted States, United
Kingdom, Continenta) Europe and
Austraha — because 1t felt there
was stll market share to be
achieved

PGSl has tour operating divi-
sions Belron, the international arm,
contributed 38 percent to fully
diluted earrungs a share Glass SA
contributed 35 percent and PG
Bison 15 percent, while PG
Industnes, the central African oper-
ations, contributed about 9 percent
Corporate activittes accounted for
3 percent

Glass SA maintamed 1ts contr-
bution at the same level as 1993 /94
despite the lengthy strike i the
motor industrv Sales at PG Bison
surged on post-election confidence
and there was record production at
tactonies around the country

PGSI 15 targeting continued
growth m earmings m the current
year

The directors are positive about
prospects for Belron International
but overall tinanca) pertormance
will depend on productivity
Improvements i South Atrica and
a meaningful start to the housing
drive
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' Plate Glass resylfs

I_"T MARCIA KLEIN |

SA BREWERIES subsidiary Plate Glass &
Shatterprufe Industries (PGSI) increased
earnings 26% to 644,7¢ (512,3c) a share 1n
the year to March, thanks to strong growth
from international arm Belron Interna-
tional, a lower tax hill and a record per-
formance from board division PG Bison

The group, which also has interests in
building and automotive glass division
Glass SA and central African operation PG
Industries, 1mproved its performance 1
the second half Earnings had risen 20% at
the intermm stage.

Chairman and CE Ronnie Lubner said
the improvement, off a Ingh base, was
“commendable”, Local operations had
been affected by the motor industry strike
and pre-election anxiety during the first
quarter

A sound performance by all davisions
pushed up turnover 17% to R3,8bn Lubner
said operating profit, which was 9% up at
R389,3m (B358,8m), would have been high-
er but for strategic costs covermg develop-
ment of Belron’s Buropean distribution
system, rapid expansion of its branch net-
work and re-engimeering local operations

Net financing costs wcreased 9% fo
R31,1m, bringing pre-tax mcome up 8% to
R358,2m from R330,3m A sharp drop n
taxation to R97m (R122,4m), which largely
reflected utihsation of assessed losses 1n

'r.'-_
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and Benelux countries continyed to
significant growth. Belron remfore:ih ?:;
position 1n the UK, and its Australian busi-
HESS was “mamtaiming 1ts suceess in the
face of strong competition”. Belron was
doing well in the US, where its market
Eh:;ewassmau but growmg. It had miore
800 vehicle glass replacement bran-

ches in 11 countries. PGSI
1 000 outlets worldwide. had more than

In SA, PG Bison reported record turn-
over and earnings despite a slow start to
the year. It expected to be able to increase
capacity at a substantially lower cost than

the R600m ori
Gl ginally envisaged,

80 §[¢[18
are ‘commendable’
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foreign subsidiaries, saw taxed income
climb 26% to R261,2m (R207,9m) A final
dividend of 160¢c a share was declared,
taking dividends for the year up 26% to
290¢ {230c) Shareholders were offered a
cash dividend or capitalisation shares
Belron, which Lubner said perfoermed
impressively, contributed 246¢ a share or

387 of group earmngs This compared
with a loss of 122¢ a share in financial 1992

Operations 1n the US, France, Germany
(0 To Page 2

undersupply, kelping reduce 1m rts and
firm prices locally Glass SA wo%lod begin

1ts R150m repair to the float glass line at

PFGBuﬂdmgGlammthesecnndq

Lubner said it had provided for the effect

Central African operations had a good

year, holding a Z$133m rights issue, a

ing for Z$60m Zimbabwe Safety Glass and

commissioning of the Zimboard 111 hard-
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Plate Glass & Shattér-
prufe Industries (PGSI),
the SAB-controlled glass
and timber products
manufacturer and dis-
tributor, grew attribut-
able’earnings by 32% to
R209,7-mullion in the year
to March 1995 compared
with the same period 1
1994,

PGSI chairman and
chief executive Ronnie
Lubner said the improve-
ment, which 1s off a high
base, 1s mainly due to
continued strong growth
from Belron International
and a record perfor-
mance from PGBISDII

Accurding to figures

_—"

released today, turnover

was '17% better at R3,8-
billion, in line with the in-
crease shown at half-
year. Operating profit
grew by 9% to R389,3-
million, showing operat-
ing margins overall down
to 10,3% irom 11,1%, .

Lubner said o ratmg

| margins had in practice

improved but develnp-
ment costs had been in-
curred. 3,

, Net fma-.nmng custs
rose ;to R31,1-million from
R28 5-—1111111011 althuugh
'gearing was down:t¢ 24%
from 27%

il
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PLATE GLASS ﬁﬂ-
Saved hy Ifwﬂlelron

If isn’t all wonderful but Plate Glass &
Shatterprufe Industries (PGSI) has certainly
lived up to broad market expectations

The disappomtment 1s Glass SA, the
home-grown business where 1t all began
However, chairrman Ronme Lubner’s ag-
gressive venture into world markets, Belron
International, 15 contributing handsomely It
now accounts for 50% of total turnover
(R2,ibn of R4,3bn) and 38% of fully
diluted earnings

Belron did well almost everywhere Con-
timung difficulties in Germany are coun-
tered by mroads in Australia where Belron
18 “maintaining 1ts success in the face of
strong competition” The conclusion 1s that
the opposition 1s experiencing problems,
but 1t’s a funny way of saying 1t

Glass SA took unavoidable punishment
from strike activity (the five-week motor
industry strike), was forced to export at low
margins and then, when the strike ended,

SEE-THROUGH
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needed expensive overtime to make up

Another factor 1s the need to contain
costs Lubner admits the SA operation was
far from competitive on a global basis
detalled examination has resulted 1n a
substantial trimmung of the local workforce,
perhaps by as much as 20%

Interestingly, PG Bison’s turnover was a
record despite an unpromusing start In hine
with the furniture sector, 1t enjoyed an
1mpressive recovery, rather dampened this
year by a poor March quarter That follows
an earler pattern and analysts expect strong
furniture sales to resume by md-year

In planming forward strategies the critical
1ssues are, first, whether PGSI can tailor 1ts
Glass SA operation to meet the ngd
requirements of global competitiveness and,
second, the extent to which 1t ¢can continue
to grow 1ts international business

Lubner doesn’t hide difficulties with

productivity 1mn SA Efforts to demonstrate
the effect of these have been helped by an

..

understanding at union level of productivity
falures Sending shop stewards abroad to
see first-hand the nature of real, Western-
style output has left a startled impression It
1s spoilt a bat, though, by the need to repair
the float glass line thas year at a cost of
R150m This occurs every 10 years or so,
the pity 1s that 1t’s this year

-- The counter at R136,50 now reflects a

pe of 16 In a demanding market that
means 1t 1s probably fairly priced baud Gleason

—_—
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sales has slowed

Robyn Chalmers

GROWTH in cement sales dropped
sharply during March, catching man-
ufacturers off guard as they had mn-
creased production significantly in
expectation of strong sales

SA Cement Producers’ Association
figures showed sales for March rose
only 4,8% to 725 806 tons from 692 385
tons a year earlier. This followed
strong sales in January and February
of 15,85% and 11,56% respectively

Manufacturers, some expecting
higher demand, boosted production
25% for the month to 806837 tons
from 641 068 tons during the same
month last year.

Industry spokesmen and analysts
sald a contributory factor was that a
number of kilns would be closing for
maintenance soon so producers had
increased stocks of cement to ensure
that enough was available to meet
demand.

One spokesman said the lower
sales figures were largely attribut-
able to strong growth in March last
year as contractors had increased
therr work levels to meet construc-
tion targets before the election

The cement mdustry was still on
target to achieve 10% growth for the
full year, he said. The figure could be
higher if contracts from the recon-
struction and development pro-
gramme (RDP) filtered through.

Last week’s announcement by the

—_——

Housing Minisiry that the housing
programme would kick off on June 5,
with banks once again lending in the
low-cost market, was expected to
boost the cement mdustry

However, onte analyst said there
were doubts that this would have a
significant effect before next year as
there were long lead times between
the conceptual stage of projects and
the start of construction.

In addition, major infrastructural
projects such as Columbus Stainless
Steel and Alusaf were nearing com-
pletion This would lead to a decrease
1n demand for cement.

Analysts siid the RDP might not
get gomng soon enough to take up the
slack left by the completion of these
projects.
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Making the mos

Brick producer Corobrik wants to start
quarrymng a 69 ha tract of land north of
Durban that would yield unportant brick-
making clay deposits and enable the phased
development of a new business park

The site 1s bordered by Ring Road mn
Tndustrial Park to the west, Glen Anil1n the

north, Glen Hills to the east and North
Coast Road to the south

Land owner Tongaat-Hulett has already
set a precedent by developing other 1m-
dustrial parks 1n the area after quarrymng
These are neighbourmg Redhll Industrial
Park, which was sold out mne months ago at
prices ranging between R150/m2-R170/m?
and the first phase of Briardene Industrial
Park, also on North Coast Road, which sold
out last year at about R200/m? Further
phases will come on stream next year

A similar development 15 planned for
nearby Effingham, where quarrying 15 now
under way. A rezommng application from
“axiractive imdustry” to “hght industrial”
has been submutted to Durban municip ality

The plans to quarry the North Coast
Road site were pubhicised for the first fime
a fortmght ago after extensive discussions
ynvolving Corobrik, the Mineral & Energy
Affairs Department, Durban City Council
and affected neighbours The siie should
yield 750 000 m? of clay — enough for
360m bricks or more than 20 000 houses

Rehabilitation of the quarry aiter use IS
bemng planned with the help of Tongaai-
Hulett’s property development arm, More-
land Estates Tongaat-Hulett Properties plan-
ning director Neels Brink says the property
will comprise an office and light industrial
park with a residential

ar S O Lukera Y

component

The development
will be undertaken
two stages On com-
pletion of quarrying,
which 1s planned to
start on the south-west
side and proceed 1n a
clockwise direction,
light industnal and
commercial develop-
ment will folilow

The first land for
development should |
be available 1n two 10
three years’ time
Medium residential
. .. | development will take
S i place n the second
i phase 1n about the

year 2005 L




Brick makers gear up for RDP: daybn;‘ q%m?

facturers throughout South Africa are gearing Up for increased pro-

duction to meet demand as reconstruction and development pro-

gramime hnusmgiunks set to start-up, Clay Brick Association (CBA)

ecutive director Nick Louw said He said 1t envisaged increasing

production by 40 percent to SiX billion bricks, a year 1n 1996
T AL
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Brick firéﬁiqset

Robyn Chalmers

BRICK manufacturers are gearing
" up to almost double production out-
put by next year when an estimated
G-billion bricks will be required to
meet the demands of the reconstrue-
tion and development programme,
There have been doubts about the
ability of brick manufacturers to -

crease their production capacity suf-
ficiently to meet the growing demand
for building materials,

The brick industry was hard htt by
the lengthy recession in the blding
and construction market Industry
statistics showed that between 1986
and 1994 consumption fell 50%, the
sector’s stockpile of bricks more than
doubled to 460-million and the num-
ber of manufacturers decreased from
450 mm 1980 to about 105

However, the Clay Brick Associ-
ation's Nic Louw said yesterday that
brick manufacturers throughout SA
were now gearmg up for mcereased
production

“By early 1996 manufacturers
could easily have mereased capacity
by more than 40% to 6-billion bricks a
year,” he said

A National Housing Forum study
estimated that almost 4-billion bricks
would be required each year just to
build 300 000 low-cost homes This ex-

to double out%u

S
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cluded what was need inffas.
tructural support such as schools and
chinics as well as requirements for
commercial, mdustrial and retal
property developments

The study highlighted the need for
the industry to significantly boost
production output, and found that 1its
performance n terms of labour and
capital productivity had been dechn-
ing over the past decade

It noted that lost capacity was of-
ten hard to rehabihtate, but said
'there were substitutes for clay bricks
in the form of concrete blocks and
wood which could lessen the effect of
an mcrease 1 housing demand for
bricks.

Louw satd industry members were
becoming increasmgly frustrated at
the lack of information and consulta-
tion on what would be required in
terms of the reconstruction and de-
velopment programme

Increasing the production capacity
of the brick industry could not be
done overmght, he sard. It took at
least two to three months to raise the
capacity of a major plant by as liftle
as 10% to 15%

“The brick sector, along with other
material supphers, is crucial to the
RDP effort To go ahead without con-
sulting us 1s bound to lead to prob-
lems,” he said




Cement Séles stage good recovery
Robyn Chalmers 4 ?‘2) and profits pared ”
| 5& 4 é/ 7 The assocmation said the political, eco-

DOMESTIC cement sales's ged a good nomic and social changes last year had set
recovery m April after a sharp drop 1n the building industry on a high road which
March left analysts concerned that growth could take its annual turnover from R15bn
for the year would not meet predictions, to R25bn by 2000 This would have positive
SA Cement Producers’ Association fig- Spinoffs for the cement sector.
ures showed sales for April 1creased Cement manufacturers Pretorta Port-
11,2% to 580 699 tons from 522 943 In April land Cement, Anglo Alpha and Blue Circle
last year Growth i March sales dipped  have been bullish about sales All three
sharply to 4,8% after strong sales in Jany- reported sigmficantly higher demand this
ary (15,85%) and February (11,56%) year than last year |
The association has predicted total sales Analysts said much of the demand ths
for the year should be about 10% uponlast  year had come from major infrastructural
year, but the strong sales growth during . projects such as Columbus Stainless Steel
the.firs two months sparked predictions ‘and Alusaf, but-these were ' nearing .com-
from analysts of a record sales year, pletion However, sales would be,boosted
+0ne analyst said while the lower sales in by the recunstructmﬂ*f’;a@ ‘developinent
Mirch had put a damper on prospects of  programme and guvemnié’nttaf'rggrg;ét* of
record growth, the April statistios wereé  raising the gross demestic fixed anvest-
heartening “There can be no doubt that  ment (GDFI) component of :GDP:“from
cement manufacturers have moved mto a 15,7% to 20% within five years. One’ ana-

high-growth scenario after more than four  lyst said GDFI needed to grow at a real

years' of recession left kilns mothballed 10% a year for four years to achieve ths,
e - N A L
|
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Plate Glass

Mpmia Klein

PLATE Glass & Shatterprufe Indus-
tries was equipped to compete effec-
tively in domestic and world markets
and to achieve consisient growth in
earnings, chairman and CE Ronme
Lubner said in the annual review

‘equipped
for consistent growths)

the division was forecasting im-
proved earmings in financial 1996.
Further investment in the auto-
motive business would enable 1t to
pursue export opportumities “more
vigorously”.

Glass SA was looking at the viahl-

O\ ity of a second float glass line.

The 26% rise 1n earnings to R247m\ Board division PG Bison had a suc-

on 17% hgher turnover of R3,8bn I\Qy
the year to March represented ah\

sound all-round performance and
was achieved off a high base

The group was optimustic about
prospects for international division
Belron. But its overall financial per-
formance would be dependent on “the
achievement of productivity 1m-
provements in the domestic market
and a meamngiul start being made to
the housing drive in SA”.

Buillding and automotive glass
division Glass SA increased turnover
12% and earnings 9% despite general
strikes, motor indusiry strikes and
“the lack of progress in the mass
housing mitiative”.

Glass prices had furmed recently,
but PFG Building Glass would derive
limited benefits as it had had to im-
port: substantial quantities of glass
while it repaired its float glass line.

Glass SA CEO Rod Fehrsen said

———

cessful year after a slow start.
All of Belron International’s oper-
ations increased market share and

™\ their customer base, and attributable

earmngs 1mproved to R94m from
R74m previously. The US remained
Belron’s biggest market. Opportuni-
ties for expansion had been identified
“to ensure that the rate of growth
continues to accelerate”.

Businesses in Europe were grow-
1ng strongly, and the potential for
further growth was sigmficant.

PG Industries Zimbabwe per-
formed strongly until the iast quarter
when consumer confidence was af-
fected by tax increases and the
drought. There was sirong demand
from the construetion and furniture
industries, and exports grew 58%
The drought would affect trading re-
sults this year, but this would be par-
tially offset by good tobacco prices
and an accelerating export drive.
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NEWS IN BRIEF

Mines pollute water

FARMERS at Fochville in the
Northwest province have claimed
the Anglo American-owned gold
mines Elandsrand and Western
Deep Levels have polluted thewr
water sources.

"High levels of cyamde and met-
al salts from two shme dams had
léached into their water sources
while high radicactivity levels
were measured at one farm

Farmers and representatives
from Elandsrand mine manage-
ment and government met yester-
day to discuss the claims

Clothing costs dispute

THE Post and Telecommunica-
tions Workers’ Association
(Potwa) has threatened to embark
on industrial action in response to
a claim that the Post Office had
changed its policy on subsidising
corporate clothing.

Potwa media officer Shakes
Gonyane said durmg negotiations
the company had proposed the in-

" troduction of a corporate ward-

e
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robe without raising the issue of
costs. Later, workers were told
they would have to pay.

The Post Office was not avail-
able for comment.

Rand Refinery protest

NATIONAL Union of
Mineworkers members at Rand
Refinery in Germuston held a de-
monstration in support of a de-
mand to force the company to
agree to the extension of the cur-
fent bargaming umt. A spokes-
man said workers would not re-
spond to management’s wage
offer until there was agreement
on the 1ssue. Negotiations contin-
ued last might.

Policing agreement

SA AND Namibia yesterday
reached their most comprehen-
sive agreement yet on cross-bor-
der policing aimed at combating

syndicates smuggling drugs, arms

~ and stolen vehicles. The agree-

[T I

ment mcluded Jomt border patrols
and sharing spemalised training

Brick prices ‘could shoot

Robyn Chaimers o
SA BRICK! wi. e ratitosy over-
priced within five years if the indus-
try does not address low productivity
and rising labour costs, says Clay
Brick Association president Harry
Voorma.

-~ Addressing the association’s AGM
1n Swaziland he said there were three
main challenges facing the clay brick
ipdustry as it geared up to meet the
demands of the reconstruction and
development programme. These
were a need to increase productivity,
update technology and keep brick

THERE was a/A

foreign investtnent to SA, with an
estimated R2bn worth of new multi-
sectoral investments since early last
year, trade and industry'schief direc-
tor for mdustry and technology, Alan
Hursch, said yesterday.

“I'js 18 a very sigmficant inflow
(of imvestment) compared with re-
cords in the last 10 years. What 1s
most encouraging about it is the di-
verse sources of the investment and
the diversity of the seetors into which
the new investment is gommg This
hodes well for the future]’ he told a
one-day seminar — jomtly organised
by the UN Industrial Development
Organisation (Unmido) and the
National Economic, Development
and Labour Council.

The first obligation of government
was to create a favourable sociopoh-
tical and economic environment to
accelerate direct investments.

At present government was push-
ing for the creation of a more effec-
tive national investment bureau, in-
volving both government and
business in a greater capacity than
the under-resourced industrial devel-
opment and investment centre — a
directorate in the trade and industry
department falling under Hirsch.

The role of the proposed bureau
would be to process information for
prospective investors, identify in-
vestment leads and pass them onto
the nine‘prnvinces The bureau, which

1 He told the launch of In-
RDP recognised t;%’gﬁ%tg to e
o, te such orgamsations
Sello Motihabskwe dwellers (73%). Awarens were in the stratee post- | |
gest among blacks at 76% followed by, | tion of being able to hase' | §
MOST black people who were I  whites at 73%, Indians at 64% and | closely with communities
formed about the on and coloureds at 55%. 18 bis mimstry had
development programme (RDP) One 1 every 10 respondents, the isiry na
claimed to have benefited from its pro- of themn black said they had | Soieved apy success, it
jects, Market Research Africa said in mamjoﬂtyany benefited msa:h RDP was largely from “good col-
its last survey. way of electnfication of th1E towbn{ laboration” with non-gov-
The survey' which monitored the ghjmy education facilities, :’fm to. ernmental organisations on |
RDP’s grw,' said there was 2 high ter . better environment | & policy and implementa-
et the RDP ban - oer, houswng 2 tion level, he said
awareness among and health facilities.
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prices down.

He said SA’s clay brick manufac-
turers were at the bottom of the lad-

der in terms of output per man.
“If drastic action is not taken, with-
in five years the labour cost 1n pro-

ducing bricks will amount to 50% of
the total production cost and SA
bricks are likely to be seriously over-

n ” "
d Voorma said the long years of poli-
tacal isolation meant certain brick
manufacturers had fallen behind the
rest of the world in their application
of technology. —
The danger now existed that over-

2b
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in SA

discussed within Nedlac,
would also advise government OR 1n-
vestment policy adjustments.

In a speech delivered on hus behaif
by technology promotion director Jo-
hannes Potgieter, trade and industry
director-general Zavareh Rustomjee
said the department hoped to achieve
a 6% growth rate and create 300 000
to 500000 non-agricultural jobs a
year by 1939 “Technology will play
an important role 1 the above men-
tioned goals.”

The challenge for industry was to
create internationally competitive
products by applying appropriate
technologies, developed locally or
through jcint ventures or licensing
with foreign partners.

New mitiatives would inelude pro-
grammes aimed at promoting the use

K

- of best practice, inter-firm hnkages

and technology incubators.

Unido director S Ndam told the
conference his orgamsation’s assist-
ance would be more effective if SA
joined it. It was up to th> country to
determine areas in which it would
like to be assisted.

Reuter reports that SA Chamber of
Business economist Keith Lockwood
warned at the seminar that policy-
makers should avoid introducing in-
centives for foreign investors which

left SA a “net loser”.

“In the competitive international

investment environment we keep
having to offer bigger-and bigger in-

W
'3

Education Minister Sihusiso E
Education Awards. Education

Govt ‘needs
g%%vﬂ:lfsﬁi I’ |

Ingrid Salgad

THE land affairs mimstry
could not meet the chal-
lenges of SA'Snew demod-

centives and the chances are we | racy without the help of

could be a net loser,” he said.

e ® ,
W1tm ) years
12619
seas companies wor!d r ~ve 1 and
make big ipres -
This had napened in Geymany and

Holland where the largest Australian
producer had, by means of advanced

WA narket.

technology, been able to secure &
large slice of the market.,, |, -

Voorma said, inefficiencies in the
industry should not be recovered
through ncreasing prices hut more
effort shouild be put into effimency.

He said that over the past year, the
clay brick industry had seen a growth
of between 20% and 30% and sales
continued to 1mprove on a month to

month basis

non-gevernmental orgam-
sations, Minister Derek
| Hanekom said last: mght.

Donors who 1nvested |
maney in such groups ||
would help government's
};nd It;eforl:n projects more

an by directly supportm
land y pporumg

Meanwhile, Develop-
ment Update has warned
that loss of non-governmen-
tal organisation staff to
government and industry,
and reduced donor funding
threatened the future of the | }

organisations.

This, coupled with bu-
| reaucratic restrictions on
their activities and short-
falls in orgamsational and
{ management capacity,
placed them under enorm-
ous pressure.
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COMPANIES

PLATE GLASS & SHATTERPRUFE

) 23[b/4

Activities: Makes, distnbutes and instalis flat and | France and another in Poland, along with

automotive giass, produces, makes, processes and
disiributes timber. board and alummium products
Control: SA Breweries 50,3%

Choirman: A Lubner

Capital structure: 24,9m ords Market capial-
isation A3,3bn

Share market: Pnice 13400¢ Yields 2,2% on
dividend. 6,3% on earnings, p e ratio, 15,8, cover,
29 12-month high, 17 000c, low, 11 500¢ Trading
volurne last quarter, 436 000 shares

Year to March 31 92 ‘93 ‘94 ‘95
ST debt (Rm) 494 2036 1075 2106
LT deht (Rm) 1337 64,1 1110 408
Debt equity ratio 0,29 052 024 023
Shareholders' interest 034 -026 032 037
Int & leasing cover 6,9 7.0 10, 9,1
Returin on cap (%) 126 158 196 193
Turnover (Rm) 1815 2775 3237 3772
Pre-int profit {(Rm) 2121 2701 358,8 3893
Pre-int margin (%) 11,6 96 103 8,1
Earnings {c¢)* 209 320 642 846
Dividdends {c) i50 150 230 290
Tangible NAV {c) 2113 1273 1750 2274
* Atinbutable

On the face of it, Plate Glass & Shatter-
prufe Industries (PGSI) returned a sound
year of growth; mndeed, 1t 1s difficult to ar-
gue with a 32% 1ncrease 1n bottom-line
earmings (26% on a fully diluted basis)

But — and without wanting to sound
churlish — this 1sn’t exceptional Many SA
companies are refurning improvements like
this as a matter of form and others are hand-
somely exceeding 1t That shouldn’t dero-
gate from an essentially robust result which
contains some 1ntriguing aspects

The first relates to the information re-
leased all those years ago when Plate Glass
bought the flat glass float at Springs from
Pilkington. What has become evident since
then 1s that PGSI’s setling price for its prod-
uct 1s naturally capped not by competitton
1n manufacturing

SOME reopenings

SA’s long recession didn’t help either
With a depressed building industry and
much lower demand from the automobile
sector, 1t’s not surpnising the local operation
suffered There 1s evidence now of a sub-
stantial turnaround but 1t comes as the
Springs plant 1s scheduled to be taken down
for 12 weeks for a rebmld which will cost
about R150m This 1s unavoidable mainte-
nanace -— 1t just comes at a bad time

Naturally, chairman Ronnie Lubner 1s
adamant 1t won’t impatr resuits and claims
downtime costs have been fully provided

for But 1t raises other questions such as |

whether the company 1s spending enough to
bring the plant up to world-class standards
Financial director Mike Reed says that
when the repairs are completed, the plant
will be “as good as any”

This 18 PGSI’s original business, where
the Brodie and Lubner tamilies got their
start So it follows that Lubner 18 sensitive
about performance and contribution to prof-
itability by the SA end of what has become
a global busmess He shouldn’t be, the SA
arm has taken severe strain 11 recent years,
not least from labour problems associated
with the transfer of political power

However, 1t 1s now nescapable that the
group’s 1nternational arm, Belron, has
transformed PGSI from the parochiahism
assoctated with operating solely within a set
region to a much wider global arena It
hasn’t been an easy passage and the deci-
sion of directors to expand overseas has at-
tracted crticism Nevertheless, 1t’s far to
register Belron’s growing success In finan-
ctal 19935, 1t accounted for 39% of at-
tributable earmngs and 57% of turnover

In the past two years, the rise mn Belron’s
profitability has been

T AN -4\ A I St .
(there really 1sn’t any & =< -mrsury gyl M ""n% meteonic Many of the
to speak of) but by the ; Rands Plate Glass 4 European operations
landed price of equiv- ; have matured into

alent 1mports
For some years, this

solid performers,
helped by PGSI's 1n-

has been a good place
for PGSI to be, but &

telligent offerings of
standard prices and

that’s no longer the
case Cheap imports

swift service to the
major motor nsurers

from China have had - *  Belron 1s finding
an impact and Glass 7= 2 1994 1998 ! Germany a harder nut
SA’s profitability re- =~ Buarris  eink it aedd than most to crack,

cord demonstrates

what happens when what can be called a
natural monopoly advantage 1s attacked
Ironically, what may come to Glass SA’s
defence this time 1s that demand for fiat
glass around the world 1s rising rapidiy
That underlines the reasons for the con-
struction of new plants — a new float 1n

though there 1s evi-
dence 1t 1s gaining ground there The
Benelux countries and France provide
growing profitability and an increasing
market share and the UK operation has long
been successful Belron has retreated from
the Italian market, which 1s clearly disor-
ganised and somewhat chaotic, 1t retains

Meteoric rise in offshore profit

only 1ts distribution arm

But real growth for Belron will come
from North America, where the number of
outlets continues to expand rapidly (up 30%
to 192) and where a determined effort 1s
being made to provide a comprehensive ser-
vice across all the American time zones

All this was achieved with pain at the
time, reflected agamst the income statement
The losses now provide tax shields 1n many
of Belron’s operating areas These will grad-
naily diminish and emphasis ts bound to
swing to expansion I cannot leave this with-
out a comment about Belron’s ownership

PGS1’s Lubner
Belron pays off

confidence in

PGSI holds 81% of the equity and directors
own the balance (presumably mainty the
Lubner family), having increased theiwr stake
by 2% over the past year. It shows they
know where the action 1s

An area of disappointment 1s PG Bison, a
producer of wood-based boards PGSI owns
75% of the equity Bison’s contrtbution to
attributable income 1s R37m, which implies
total net earnings of R50m after-tax or
R80Om pre-tax On total sales of nearly
R1bn, this suggests margins remain thin
But, to be farr, results from Penny Pinchers
did nothing to enhance the bottom line

The balance sheet remains strong and
borrowings are conservative However, the
counter 1s some way below 1ts 12-month
high, which may be the market’s way of
saying it will wait ~ ~d see David Gleason

EDGARS
Strong organic growth

The figures 1n the 1995 annual report con-
firm yet agamn the blue-chip status of this
retai}l group In spite of the difficult year

FINANGIAL MAIL » SUNE » 23 « 1995+ 59
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Reporter

FHE big bad wojt might
ust as well save his breath
*nd carry g watering-can
Because it S€ems there 15
-zlutely no huffing ang puff-
g required these days — the
<1 Simply comes down and
~1ss0lves bricks hike Disprins

Fnrtunately for 74-year-old
"agdalene Hopwood, the
rand new bricks melted
~efore t00 much progress had
-€n made on the fairytale

- X1ensions to her Silvertown
hnmao

e LT T

“lmagine 1If we already had
the roof Up when the rajp
came down The whele place
would have collapsed " saq
Mrs Hopwood

She had ordered 2 500 “run-
of-kiln” (ROK) bricks from
Peninsula Bricks in Parow
and they were duly delivered
-n the last day of May They
«ost R1 068

Her son Barry packed them
-Nside the half—cﬂmpleted.
roofless extensions so they
would not be stolen

Nobody sSuggested
could dissolve

"It started to ram a week
later We wanted to build but
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Hopwood
“The funny thing was that
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not all the bricks d1ssolved
The darker opeg fell apart pyt
the highter oneg didn't

Mrs Hopwood contacted the
company to complain She
was told the bricks conformed
to SABS standards —
although they did not carry
the SABS stamp of approval
— but would pe replaced any-
way

She waited for Several
weeks

Immed:ately
“In winter, you do find these
problems with them they

are farly soft bricks

He said jp summer ROKs
were baked outs;de “some-
times when It rains the fire
goes dead”

The consignment shipped to
Mrs Hopwood must have heen
baked in autumn before the
brmk—fxrmg was shifted 1n-
doors

As with aj] fairytales, ths
Oone has 3 happy ending

Brand pew ROKs were
delivered to Mrsg Hopwood af-
ter The Argus contacted the
company and she was gas-
Sured they were of the non-
dissolving varlety

@ A spokeswoman for the
SABS said no bricks conform-
Ing to 1ts standards would dis-
solve

has b ’ h e
of bricks suffer meltdown. —
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Masonite performance
Nicola Jenvey % , f

DURBAN — Building and cnnstructm cumpany Masun-
1te (Africa) had enjoyed a better first half than last year’s
and chairman and MD Alan Wilson was confident about
prospects for the next six months, he sard

Wilson said the reconstruction and development pro-
gramme, particularly where 1t apphed o housing and
construction, was not yet fully under way and the com-
pany would be looking for ways to maximise opportuni-
ties 1n the future

Local market sales had been “very strong”, but Wilson
said several customers, who were 1n turn suppliers to the
bwmlding 1ndustry, had been stockpiling until planned
housing projects could be developed. ,

“The .next six months will be very mterestmg for
busmess While_ the SA economy has been stuttering
along, we are agamn waiting on a political event — the
lucal guvernment electmns ? Wllsun sald




n g WITH the R600m-a-year
A AVl B SA  granite industry
B WW pulling out of a reces-

aF WF sion which has left it
debt-laden and hammered 1ts share
of world markets, local industry
players are looking at how to recap-
italise their compames and regain
their lost market share

1t seems caution 1s the name of
the game — a far c¢ry from the heady
days of the late 1980s when a granite
boom saw rampant optimism

Rob Brown of Keeley Gramte was
quoted 1in 1989 as saymng his com-
pany “simply cannot get stone out of
the ground fast enough” From 1982
to 1987, SA granite exports grew
10,5%, while from 1987 to 1920 ex-
port volumes nearly doubled to
677 800 tons Brown said at the time
the trend showed little sign of abat-
mg within the next few years

SA producers borrowed to the halt
to 1ncrease production capacity, and
were laden with debt when demand
suddenly fell dramatically
The mamnstay of most of SA's
gramte producers 1s Rustenburg
grey, a maternal used for bulding
cladding and monumental work
Belfast black — a very high quality,
near black granite — was also much
sought after for monumental work

m ut a shift of the market to the
Far East — where coloured gramte
18 preferred — saw demand for SA’s
traditional granites fall The swing
1in markets was not matched by a
change 1n SA producers’ emphasis
This was followed by a period of
fierce price cutting among SA pro-
ducers, all strugghng to maintain
market share 1n Rustenburg grey,
which saw margins slashed and
earnings plummet Keeley Gramte
- MD Henry Laas says one of the ef-
fects of the price cutting has been to
erode the level of prices to a very low
base It will take a long time to build
up from this base, he says
- Though SA producers blame
. their problems on a recession 1n the
* gramte market, this 18 not strictly
true From 1990 to 1993 — suppos-

|
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~Caution is the
watchword for SA’
granite industry

_<__o_._>....mm. URQUHART

edly the depths of the recession —
total world gramite exports rose 15%
to b,4-mllion fons During this pe-
riod, SA’s share fell from 13,5% to
10,3%, due largely to aggressive ex-
pansion of exports from Brazil, India
and China China recorded the
largest gain, nearly triphing exports
to 1,08-milhon tons

A general recovery 1n the world
construction industry — fuelled by
economi¢ growth — has seen the pic-
ture for SA producers start o bright-
en In their latest financial results,
SA’s granite producers point to a re-
covery 1 markets, which has in-
creased volumes But they say that
prices and margins remain low

The main reason for the contin-
uation of low dollar prices 1s the
stocks bwuilt up over the recession,
which SA producers have to move
This means the price war has con-
tinued, although sources expect it to
ease as stock levels wind down

Keeley1s, with Kudu Granite, the
main producer of Rustenburg grey.
Laas says margins on Rustenburg
are very narrow, but if the two mam
players keep discipline on prices
then these could be increased

Rice Rinaldi analyst Mike Wuth

believes ali potential negatives are

now out of the way, with demand up,
dollar prices likely to start moving
up and the rand looking as though it
could depreciate But he concedes
that the high levels of gearnng with-
1 the industry are a problem, and
that balance sheets would have tobe
strengthened before expansion
could take place Thas could be done
through rights 1ssues

— he most important 1ssue for the
SA industry 1s how long the current
cycle 18 going to last Wuth thinks it
will last another two years, giving
the industry enough time to recap-
italise before the next downturn

Marlin marketing director Maro
Marcenaro sees debt as the biggest
18sue holding back the industry
During a downturn, a company with
heavy gearing had to nurse 1ts cash
flow, which meant it would be des-
perate to sell off 1ts production This
had been the situation the SA pro-
ducers had found themselves in A
buyer who had cash could dictate
prices to SA producers, and also
played off the producers agamst
each other to get the lowest price

It was because of the problems

_(193) mpi2]3]aS

caused by excessive debt that Marlin
announced a rights offer recently to
raise between Rb4m and R60m The
money will be used to pay short-term
debt and fund expansion

Players 1n the industry consider
the path which must be followed by
SA producers to be product diversi-
fication Most agree that if SA pro-
ducers had diversfied before the
down cycle they would not have tak-
en quite as big a knock

As part of this strategy, a number
of the local producers are going oft-
shore and to SA’s northern neigh-
bours, to give them a better chance
of success 1n diversifying

Ketter Gramite finaneial director
Bruce Bernstein says Ketter has
concentrated on coloured gramtes as
1t 18 looking for margins rather than
volume Further expansion — made
possible by a rights 1ssue m Febru-
ary — would concentrate on growing
the colour range

Laas agrees that diversification
18 the answer Even though 60% of
Keeley’s production consists of
Rustenburg, the majority of the
profit comes from the coloured gran-
1tes Keeley 15 now happy with ifs
level of Rustenburg production, and
any new quarrving equipment will

L 4

be used on different products with
higher margins and better returns
A movement into other granites will
also make Keeley less vulnerable to
price fluctuations on Rustenburg

Marcenaro also sees diversifica-
tion as a strategy SA producers need
to follow to survive He says Rusten-
burgis needed to provide the volume
side of the business, but niche gran-
ites are needed to provide profit
The gramite industry should be
seen as a fashion industry, wath
world demand for different types of
gramte difficult to predict and
changing from year to year Produc-
ers need a wide spread of granites to
protect themselves against these
fluctuations 1 demand, and also
against substitute products

As an example, he says Belfast
black had been 1n heavy demand 1n
1988 and 1989, and Marlin had in-
vested a lot of money in the product
But then a substitute product, Zim-
babwe black — which was a lot
cheaper and close 1n quality — had
been 1introduced to the market
Prices for Belfast black had been
hammered, which had had seriocus
consequences for Marhn .

Dscﬂwﬂ. threat which arose

during the recession has been the
movement of Italian granite produc-
ers into the SA market, with granite
firm Red Gramti buymmg into
Rustenburg grey quarnes

Italy 1s the largest player on the
global granite market, and the firms
coming mto SA are some of Italy’s
largest This raises the spectre of a
company like Red Graniti, which
looks at global sales and in which
Rustenburg makes up a small por-
tion of total sales, using Rustenburg
as a loss leader to sell other prod-
ucts Asabigcompanyitcould afford
to take losses on Rustenburgifit was
gaiming on other products -

Laas says the mvolvement of an
mternational company like Red
Granitiin SA’s mamnstay gramteis a
threat, and will place increasing
pressure on local producers to in-
crease productivity
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Refinancing plan
ans P

A substantial recapitalisation of ailing
gramte producer Marhn Corp 15 to be put
mto effect. Italian 1nvestors, operating
through Luxembourg-based investment
company IE, have mounted a rescue action
which mncludes a cash mjection of R54m-
R60m. At the same tume, control will pass
from Peter Gain’s USAT Trust

Marlin’s track record has been distinctly
ummpressive for some years Attributable
earnings of R27m 1n 1989 haven’t again
been equalled It made R14mn 1990,
R10m in 1991 — then lost R16m over 18
months 1 1992, followed by another loss of
R4m 1n 1993 and a break-even last year.

Along with most other gramite producers,
Marlin’s conspicuous weakness has been 1ts
stretched balance sheet. Interest charges
have consumed almost all spare cash, and
fnancial director Jan Macmillan says Rom
was absorbed this way i 1994.%,.

About R42m of the new cash injection
will be applied in retiring short-term debt.
That will leave Marlin effectively ungeared
and with as much as another R28m 1n cash
reserves.

Of the R60m issue, R54m has been un-
derwrnitten, half by First National and half
by IIE. In addition, FNB will take up R10m
worth of preferred ords, redeemable be-
tween five and seven years out

Marhn 1s controlled by Markin Holdings
(Marhold), which has 69,7% of the equity.
Thas 1s expected to fall to about 51%. Gamn
has undertaken to relinquish stock and
rights to ensure IIE takes effective control;
when the transaction 1s completed, it’s ex-
pected hi1s USAT Trust will hold about
10%. Gain will stand down as chairman.

Though the deal involves a change of
control, the JSE 1sn’t msisting on a standby
offer to minorities, because 1t falls mto the
ambit of a rescue operation. The FM un-
derstands that if the Italians hadn’t come to
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Marlin’s Gain . . losing
control
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the party, Marhn’s future would have been
limated

Another feature of the deal is the new
perspectives 1t adds to Marhin’s operations
Over the last year, says executive director
Mario Marcenaro, operating costs at all
quarmies have reduced by around 30% The
group has a wide range of product, prin-
cipally Belfast black but also Rustenburg
and greens from the Northern Cape. Jt also
owns two granite quarries in the US (1n
Georgia and North Carolina), both of whose
product 18 exported to Europe.

Finally, the change of control to Italan
mnvestors should give the group access 10
the centre of the international stone-cutling
industry Based onts renowned marble
deposits mined since antiquity, Carrara in
southern Italy 1s the acknowledged fulcrum
of the global business.

Assuming a forward p:e of only 8 for fi-
nancial 1995, Marhn now offers a good call
option on the gramte market, itself gamning
from recovermg demand. David Gleason

_—__--———l'l'—__



rporafion anms
mmillion 1n a rights offer at 5ic
recapitalise its balance sheet

Peter Gan, the grante company’s cur-
rent chairman and major shareholder of
pyramud Marlin Holdings through the
tisat Trust, will relinquish his rights n
¢avour of Luxemburg-based [1E, an mnter-
national nvestment company. This will
result in a change of control and the elumni-
nation of debt

1IE has requested Mr Gain {0 step down
as chairman lan Macraillan, Marhn's
financial director, says the position will
become non-executive and an SA busi-
nessman will be appointed

Two years ago, Marhn appomnted Mario
Marcenaro to the board Mr Marcenaro
had many years of experience Il the gran-
ite business in Europe and Africa

Marlin's debt 1s R42-million, and Mr
Marcenaro mtends there {0 be R27-milhion
cash i the bank after the repayment of
debt Tius will be used {o pursue opportu-
mties. Marlin’s gramte processing plant,
Marble Pentelic 1n Germiston, also
requires modification to improve produc-

tivity
Shareholders i Marlin Corporation will

a share {0

price of 37c Marhold will raise R27-mal-

mil
lion at 26¢ a share — market price 19¢ —
to follow its rights 5{‘ I bj? q §‘

18 an

Mr Marcenaro says the prl
1t will be i the mterests of shareholders to

follow their rights, particularly if they are
looking for a large parcel of shares His
priority 1s to recapitahse and he has
secured ITE and First National Bank as
underwriters 1t would be odd for mimor-
1ties to clamour 10 pay 51c when the same
share can be picked up for 37c

Marlin has been 1n financial difficulties
for some years, partly because it over-
produced during the Gulf War

about 40 000m*® a year 1n the medium term
through new quarnes and expansion.
Local demand takes about 5% of the vol-
ume but provides more of turnover.

Mr Marcenaro observes a firm under-
tone in the world’s graniie market and
shift i preference for the better quality
stones such as South Africa produces

—_——



lsharehulders today, saying nego- RS8,8milhion compared to a loss
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Foreign group gets Marhold

Business Editor

CONTROL of granite group Mar-
Iir Holdings 1s to be taken over
by a Luxembourg-based company
IN a resciue operation

The group said today Luxem-
bourg registered IIE would sub-
scribe for R23 million of Mar-
hold’s R27 million rights offer
and would take up shares not tak-
en up by other shareholders, giv-
1ng 1t more than 50 percent of
Marhold shares

The Johannesburg Stock Ex-
change had agreed te consider
the deal as a rescue operation,
authorising the rights offers In
Marhold and subsidiary Alarlhn
Corporation (Marcorp) at prices
above market levels

The Marhold rights offer 1s
pitched at 26c a share and the
R60 rmiihion Marcorp offer at 5ic
a share

M Engen 15 to list on the Na-
mibian Stock Exchange from to-
day, with nearly 160 million 50c
shares

The petrol group said it had
applied for a dual listing to dem-
onsfrate 1ts commitment to the
development of Namibia and to
offer the Namibian pubhic access
to 1ts shares

B Commercial Union 1ssued a
cautionary announcement to

tiations 1n progress could affect
the share price

B Angiovaal’s gold mines
raised after-tax profit 13 percent
1n the June quarter to R422 mil-
lion from R37,3 million the previ-
ous quarter

Gold production was up only
one percent but average revenue

rose 4,4 percent to R45 380 a kilo

Lorame sparkled with the first
profitable quarter since March
last year, showing a profit of
R4,1 million from a loss of
R2.2 million as yields improved

But lower ylelds at Viliage
Main Reef turned the previous

quarter’s R876 000 profit into a

logs of R519 000

The mine said operations
should be profitable until at least
the end of Septermber, when the
mune’s profitability would be ex-
amined on a monthly basis

Village Main Reef declared a
dividend of 53¢ (35¢)

Hartebeesfontemn’s June divi-
dend of 5lc¢ a share makes 115¢
(160c last year) for the year Af-
ter-tax profits were barely
changed at R34,2 million

Eastern Transvaal Consclidat-
ed’s profits shpped shghtly to
R4,4 milhon but working profits
from gold mining totalled

of R2,2 million the previous
quarter

A dividend of 3¢ makes 8,5C
(14¢) for the vear

M Gengold reported a 10,7 per-
cent drop 1n attributable imcome
to R29,3 million for the June

quarter

But the group said the down-
ward trend of the previous two
quarters had slowed

Main moneyspinner Beatrix
improved profits 8,3 percent to
R19,5 million, as grades were

maintained and production shght-
ly increased

Grootvlel, which improved
both volumes and grades, showed

a loss of R700 000 because of the
R3 miilion capital outlay to fi-
nance the purchase of rights from
Consolidated Modderfontein

St Helena’s quarterly results
were disappoinfing, with profit
sliding from R10,7 million to
R2,3 million as working costs
rose and volumes fell Umsel,
Leslie, Buffelsfontein, Kinross
and surface dump operations at
Stilfontein also showed lower
profits

Winkelhaak reported a small
increase 1 profit to R3,9 milhon
from R3,3 million

w_'
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Red granite
factory to be

i}l\b‘ls.hed
Se lhabakwe
THEmhgry' ruvmce re-

gional government has fi-
nalised agreements with
top Taiwanese construe-
tion company Sun Sea {o
establish a granite bene-
ficiation factory in the
province MEC for eco-
nomic affairs, commerce
and industry Thaba Mu-
famad: said

At a press briefing to an-
nounce the inaugural sit-
tig of the new Northern
Province Development
Corporation, 'Mufamad:
saild 1 terms of the
agreement with Sun Sea
the province would select
20 candidates who would
In January next year be
sent to Taiwan for six
months of technical and
management training

" On their return, the tram-
ees would help staff the
beneficiation factory
which, was expected to be
fully operational by next
year Mufamadi said the
province’s red grantte
was sought after in inter-
national markets bhe-
cause of 1fs rarity

A French company was
among several potential
mnvestors who had mdi-
cated interest in mining
the red.granite :The
French had indi¢ated
they would include black |
participants in the deal

He said the twinmng of the
Northern Province with
a distriet in Taiwan was
imminent following dis-
cussions between his del-
egation and the mayor of
Shinsu - an agricultural
district The twinning
would be formalised
sometime next year,

A White Paper on economic
development policy was
expected to be finalised
in November '
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M BY NIKKI WHITFIELD

Being labelled a “‘con-
creie person” could be
Seen as unflatiering by
some In faet, they might
get positively stony-faced
at the suggestion
“Blockhead”, “cast-
off”’, or *“‘set in your
ways’ are unfortunite

phrases an unknowing

person mght use to de-
scribe the ’*conecrete
| type”

However, there exasis
| a group of people in
southern Africa who fight
hammer and chisel to be
called Concrete Person of

Take Mari for
example. He became a
Concrete Person in 1993,
and “1t’s certainly been
good for business”, he
raves

In the concrete Jjungie
out there, a Concrete
Person is a solid block of
talent. Architect Lupm
became one for s con-
tribution to the conerete
industry through the
work he did at The Pa)l-
ace of the Lost City

John Lamng of the Con-
crete Masonry Associa-
iton became one for the
service he has rendered

The concrete indu stry of SA
1S not a societyga% blo
the Year | |

Cl?l?le S
0 thie g} cigduimjstry

as a whole Other win-
ners have been Peter
Lord for his work with
pre-stressed, pre-cast
concrete floormg and the
Department of Water Af-
fairs for “therp ploneermmg
work with rollcrete for
dams”, a press statement
enthused

Now the Concrete So-
Clety of Southern Africa
Is looking for 1itg 1995
winner

Just phone Pat Guild
for nomnation forms on
(011) 315-0300, or fax
number 315-0054

P - — — *.. - - W, I-ll—llvl—-.—p_
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MARIO MARCENARO G)
/9E

At the cu?ﬁn%(e ge

“*When nobility goes through hard tumes,”
declares Mario Marcenaro, “1t has to marry
into money ”’

'The colourful remark 1s typical of Marce-

naro (35), who played a vital role 1n the
plan to refinance ailling granite producer

Marhn Corp (Fox July 14)

He downplays his influence, claiming
with a twinkle 1n hus eye, for instance, that
he 1s too young to become chawrman of a
public company But it was clearly the neat-
ly turned out, talkative Marcenaro who
brought Luxembourg-based IIE to the ne-
gotiating table

In the event, the low-profile Italian 1n-
vestment company 1s injecting R54m-R60m
into Marhin and taking control from Peter
Gain’s Usat Trust, Gain has stepped down
as chairman

“The key to this whole deal,” says an ob-
server, “1s Mano’s impeccable credentials
with the Italian cutting industry”

Indeed, not only was Marcenaro born 1n
Carrara 1 southern Italy — the pivot of the
international stone industry since antiquity
— but he has had 10 years’ experence as a
producer and processor in Africa This was
mainly 1n Zimbabwe, where he was sent by
Italian 1nvestors to set up a granite factory
He jomed Gain’s Marhin in 1993

“I"d known of Marlin since 1988,” he
says, “and dealt with 1t during my vears in
Zimbabwe, and 1t always had a good name
But of late it was like the Ferrari of SA,
only 1t wasn’t winning anymore ™

Marcenaro points out that granite 1s a
business grounded 1n costs — and 1n keep-
ing 1t ssmple Though he 18 a reluctant crt-
1c, he reckons local producers, all of whom
have been through tough times, were not
only hampered because they were 1solated
but because they put too much time and ef-
fort into fighting among themselves

“They should have been assessing what
was happening in the rest of the fashion-led
granite world and adjusting their costs and
prices m order to be more competitive ”

SA Granite Association director Alex
Hawes says there 1s no doubt Marcenaro 1s
the right man at the right time for Marhn

“He has a2 umique global understanding of
the business and 1s focused, energetic and
dedicated

He 1s also here to stay, though his Mi-
lanese wife, Elena, who delivered their first
child, a daughter, a month ago, took some
persutading

Marcenaro speaks excellent English, a re-
sult of having a naval officer father who

| travelled extensively, and of having spent a

few years at an American school mm Cairo
He, too, went to a naval college — Morisini
in Venmice — before studyimng engineering at
universities 1n Trieste and Milan Having
completed his military service at a naval
academy, he joined s father’s engineenng
business for a spell
before Zimbabwe |
beckoned

Neither of Marce-
naro’s hobbies are
casily pursued i SA
— sailing (he 1s a for- fh-:
mer instructor) and [
skung But he catches [y
up on them whenever k-
he returns to Carrara, B
where he and Elena [N
also have ahome B




Slagment considers n

factory for Saldanha

By ROY COKAYNE

Cement extender producer Slag-
ment 1s considermg buwilding a new
factory, which will cost between
R60 million and R100 mullion,
alongside Iscor’s Saldanha Steel
project

Slagment 1s a cement extender
that makes concrete denser and
enhances 1ts durabihiy with time

It comes from the matemnals
formed by the blast furnaces at
Iscor and which would normally
be discarded

A major environmental benefit
of Slagment 1s that 1t miumuses the
ugly dumps that could blot the
landscape n the proxumity of
urban envirobnments and puts
matenal that would have had to be
dumped to constructive use

Peter Graham, general manager
of Slagment, which 1s owned by the
major cement companies — Anglo
Alpha, Pretorta Portland Cement
and Blue Circle — confirmed they
were “talking to Iscor and the Iscor
Saldanha Company”

“If Iscor’s Saldanha project goes
ahead, we will be mferested mn
bulding a factory there

“There 15 also a chance to put
up a factory mside the Saldanha
plant, which will reduce our trans-
port costs, “ he sard

Graham sard the envisaged fac-
tory would be simular n size to its
Pretoria factory, which produces
between 300 000 and 400 000 tons
of Slagment annually

He said a factory at the coast
would also boost the company’s
exposure i the export market

Slagment sales manager Ian
McKenzte sard 1t was prohubitively
expensive to transport Slagment to
the coast

“Thus kills exports We get a lot
of export mquirtes and a lot of
countries, which will take big vol-
umes, have been identfied for
export

“We could utilise everything
that 1s avaifable out of the Saldanha
factory for exports, but the margns
are low and the government does
not offer incentives for exporting
cement

“It 13 vital for us to get govern-
ment assistance The General
Export Incenttve Scheme provides
neglgible benefits, which means 1t

97
(e fis
Is not attractrve to take risks on the
international market for the returns
we can get out of 1t ”

McKenzie believed about half
of the output of the Saldanha facto-
ry would be for the Cape Town
market and the balance for export-
ing He sard Slagment was current-
ly bemng exported to Malaw: and
Uganda This year about 10000
tons of the 300000 to 400 000 tons
of Slagment produced by the
Pretona factory will be exported

Slagment has just mstalled a
new bag load-out facihty at therr
Pretoria factory, which will increase
the hourly loading capaaty of
bagged Slagment by more than
85 percent

Loadmng capacity has mcreased

from 700 bags an hour to 1300 with
both the inverter and the shuttle
conveyor m operation, As the
monthly demand mcreases, the
production output can be mcreased
from 100000 bags to more than
300 000 bags

“Not only has the facility
Improvement meant an mcrease in
capacity, but our customers receive
better service,” Graham sard

i
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CEMENT INDUSTRY

Producers dust off sp

Cement producers are taking more than
1 Mt of spare production capacity out of
mothballs and putting 1t to work to meet
mcreasing demand

Pretoria Portland Cement (PPC) 15 to
brimg its Dwaalboom manufacturing plant
out of mothballs Completed 1n 1985 at a
cost of about R20{(m, the 600 000 t/year
plant has lain 1dle since then Divisional
MD Clive Tasker says 1if Dwaalboom were
undertaken as a greendields project now, 1t
would cost R1,3bn PPC will spend a fur-
ther R220m completing the plant “At the
time of construction, we didn’t go as far as
building cement si1los and dispatch areas
The plant should again produce clinker by
June next year”

Tasker says the upturn 1n the mdustry has
been evident since last year’s general elec-
tton and is iooking strong for the remainder
of 1995 Though the effect of the RDP
“hasn’t kicked 1n yet,” the 1ndusiry expects
demand to continue to grow next year

Other producers, who 1nvested 1n extra
manufacturing capacity in the Seventies and
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ly But no massive government projects
have been announced yet”

Anglo-Alpha director Marco Germena
says spare capacity at the company’s Ulco
factory 1n the northern Cape — also moth-
balled 1n 1985 — will be brought back on
stream early next year, allowing the facility
to produce an extra 350 000 t/year “With
the increases 1n volumes, we are using
spare capacity and market forces indicate
that more will be required” He expects a
9%-10% increase 1n sales this year over
1994 “This 15 a volume-sensitive industry
and any improvement 1n sales has a big 1m-
pact”

Analysts say that the sector has moved
mto a high-growth phase with most of the
business coming from the private sector
Further improvements are expected when
the RDP mass housing projects start

The two JSE-listed producers have shown
much-improved results for the six months
to June Anglo-Alpha lifted operating profit
by 50% to R150,2m, attributable profit dou-
bled, as did earnings per share, to R74,9m
and 249c¢ respectively
¢+ Barlows-held PPC report-
~ 4§ edearnings up 44% at

4 R53,1m Analysts say

<« 1 delisted Blue Circle has al-

© i so contributed significant-

ly to holding firm Murray

Y% “~ 1 & Roberts’ bottom line

January r548 350, 468.087 80263 17,1

The industry went on a

February ‘631 006-565505 65501 11,58
March -806 8377641 068 165769 25,86

major mothballing exer-
cise 1in the mud-Eighties as

— Ly,

Apnt 620 3997558 018 62381 11,18

the economy faltered and

“May 715 758 646 251

June 805 748 710262 95486 13 4% E

SOURCE: CEMENT PRODUCESS ASSOCLATION B

Eighties are also bringing 1dle plant out of
the dust covers

Blue Circle’s Piet Strauss sees the pos-
itive trend continuing to year-end and be-
yond “We have taken our number four kiln
— winch has been 1dle since 1985 — out of
mothballs and 1t 1s up and running” The
kiln has a capacity of 300 000 t/year

It’s difficult to pinpoint what caused the
upturn but there has been a general increase
in all sectors, Strauss says Some major
projects, such as the Lesotho Highlands
Water Project, are still taking a lot of prod-
uct but others hike Alusaf’s Hillside smelter
and the Columbus Stainless Steel project
have all but fimshed But there 1s under-
lymg growth i general “We are seeing the
benefits of the RDP trickhng through slow-

69507 10,76 L“ building acuvity dropped

The sector grossly over-es-
fimated consumption and
instigated capex plans to
cater for projected growth
that failed to matenialise Milhons of rand
in shareholders’ funds were tied up 1n 1dle
plant as the economy bumped along with
growth rates of between 1,5% and 2% But
the scene 18 changing rapidly

Total productien for the industry 1s run-
ning at over 15% ahead of last year The
Cement Producers’ Association’s year-to-
date figures show that 4 128 098 t were pro-
duced 1n the first six months of 1995 com-
pared with 3 589 171 t for the correspond-
ing period 1n 1994 June production at
805748t was 13,44% up on the 710262t
manufactured in June 1994

Domestic sales for the first six months of
1995 are running at 4 063 050 t compared

with last year's 3632970t — an 11,84%
INCrease

@3)/7%5’/3"/75 "
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The industry’s confidence in the market
1s borne out by figures released this week
by Central Statistical Service (CSS) which
show approved building plans for flats and
townhouses rose 88,8% to 12 210 umts in
the five months to May The CSS says the
value of buildings completed 1n the period
was R3,24bn — 10,8% up on last year

The value of total building plans passed
was R7,1bn — R3,5bn for resadential build-
ings, R1.,8bn for nonresidential and R1,7bn
for additions and alterations I

MOTORlNDUSTﬁg
Tuklnﬁoff/

Toyota is back to full production after clos-
ing 1ts Prospecton, Durban, assembly plant
for a week, says CE Bert Wessels The clo-
sure was to allow vehicle stocks to run
down after a cooling off 1n industry sales

Other companies have cut back produc-
tion, but they have preferred to do so
through shorter working weeks rather than
total shutdown According to Wessels, the
market was “overheated” 1n the first half of
the year, and compames worked flat out to
cope Given the marhet s current fall off,
production cutbacks were inevitable to
counter growing stochpiles of vehicles For
Toyota, the lost week has brought the com-
pany back to a comfortable stock situation

The greatest decline 1n demand, for most
companies has been among smadll vehicles
The market for heavy trucks and buses, on
the other hand, remains comparatively re-
sithent The decision by Mercedes-Benz to
introduce a new range of Freightliner ve-
hicles to the SA market highlights the mo-
tor industry’s view that there 15 scope for
continued growth i this sector — partic-
ularly for niche products

Tovyota 1s building about 20 US-sourced
Peterbilt trucks a month now, and expects to
eventually push this to 30 The amival of the
Freightliner, also US-sourced, will spice up
a market already the battleground for sev-
eral imports

Further evidence of the heavy vehicle
sector’s buoyancy Swedish truck manufac-
turer Scama this week returned to SA after
eight years, Iveco has cut prices by between
6% and 9% to meet increased competition,
and the Greater Johannesburg Transitional
Metropolitan Council has ordered 100 Vol-
vo buses, reputedly the biggest SA bus or-
der for more than 10 years The first buses
were delivered last week |
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(Cement company

- on expansion drive
| g Ew\v Egmgvhmumﬁwem\am s

t producer to supply
export markets up the coast of Africa
NGLO ALPHA may set up a and the Indian Ocean Islands “At the
cement factory in Namibia to moment we can't compete in export
protect its stake in the mmarkets because of the great distance
200 000-ton Namibian cement mar- between our production facilities and
ket from Malaysia, which is also con- the ports,” says Pretorius

sidering investing 1n a factory there Anglo Alpha is involved in a R120-
% .« However, the Namibian factory 1s million lime expansion at Ouplaas, in
SRl just one of three options Anglo Alpha the Northern Cape, where a new hme
* is considering to expand its cement- kiln is bemng installed to replace an
2% ekl producing capacity, says managmg older kiln and increase capacity Tius

R & director Johan Pretorius will be completed by the end of 1996
RO s SRS S ¥  The other options are a new mull- At present, the company has a 35
R e T 1 ECTERIREY  illion-rand factory at Saldanha Bay percent share of the local market, PPC
PR 1 and a R500-million new kiln for an  has 45 percent and Blue Circle has 20
existing cement plant in Dudfield m percent. These three companies have
Lichtenburg i North-West province  been part of a long-standing cement
S R R o s T PR NUL AR Y| A final decision on which option or  cartel which was told to dismantle

R O SRR e  combination of options Anglo Alpha last year by the Competition Board
b L e T B will take will only be made inthe first ~ Pretorius says the cartel has until
quarter of 1996 QOctober 1996 to dismantle. “The
L SOV The company’s interest in a new Cement Distributors of South Afnca
el SRR a0 plant at Saldanha Bay stems from — the marketing body for the three
P O ST o . g QR T A e T the fact that rival cement-producer producers —is almost disbanded and
R~ N P ITI y  7 o Rty -, - Fx T T IR ORI TR PSRN  PPC has a monopoly in the Western  each company has taken over its own
B I el also be slag available from the new  He says there is little danger of
e _ N RGN steel plant which would reduce the price wars occurring between the
. = ik M _ cost of cement manufacture ” three producers to gain market
Cementing the future: Anglo Alpha looks to Namibia and Saldanha Bay as sites for new cement factories A factory at the coast would also share “Common sense will prevail.”
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B BY CHARLOTTE MATHEWS
INVESTMENT EDITOR

Higher consumey spending and
export sales, partly offset by
raw material and restructurmg
costs, resulted i a 19 pereent
climb in profit from Consol, the
glass and packing group, 1n the
year to June compared with
last year

Turnover was 22 percent
better at R2,9 bilhon, of which
43 percent was conirbuted by
packaging and related prod-
ucts and the rest from rubber
and related products

Operating profit rose
19 percent to R339,5 million,
showing operating margins at
11,4 percent from 11,7 percent
Net financing costs doubled as
a result of higher mterest rates
and-the aequsitions of Inter-
pak and Plastform

Consol benefited irom a
lower tax rate, at 30 percent,
than was expected at the hali

onsol bcﬁ/gwozﬁs8 q@

ﬂ

year The tax rate m the pre
ous financial year was 36 per-
cent

Piet Neethhng, the manag-
ing director of the Consol
group, said yesterday that the
tax rate had fallen owing to the
absence of the transition levy,
some capital expendiiure
allowances, sale and leaseback
agreements and write-offs of
trademarks n Plastiorm.

On attrbutable earnings of
R196.9 million (R165,4 mtlion),
earnmngs were 305,9¢ (267,0¢) a
share A dividend of 88,0c
(74,0¢) was declared

Restructuring

Neethling said two major
events had affected the group’s
bottom line m the past year
There had been large mcreases
in commodity prices, not all of
which were fully recoverable
The second factor was the
restructuring of the busmess

The uliimate effect of the

turnover
(192

restructuring programme
would be to imcrease the pro-
portion of automation in the
business In the glass division
this could eventually reduce
the si1ze of the workforee, now
about 4 000, by about a quarter

Neethling said the best per-
former in the past year had
been the paper division The
corrugated division made a
good profit, partly on judicious
paper buymg

However, some large price
icreases i paper were still in
the pipeline

In the glass division, the
soft-drnks market had been
the most buoyant, with voiume
sales up 40 percent, followed
by wmes and spirits where vol-
umes were 20 percent higher,
driven mainly by export sales.

Neethling said despite the
ongomg capital investment and
restructurng programme, Con-
sol’'s profit next year was
expected to increase by about
20 percent




]



jcally

e to R196,8m ag higher commod;
ties prices and costs assocrated with thel
restructuring Programme bit into the hot.-
tom lme Turnover rgge 22% to R2.9hn
after consumer Spending ang demang jn-
creased The Operatmg profit increased to
R339,5m (R285,4m) J ”
Financmg costs Jumped 102% to R57,2m
On Interest rates lncreases, and Interest
bearing hab:}it;es Tose to R230,5m,

tional Jeyy, T
higher at R197,3m. .

Consol (13) 80 297¢]7

Continued from Page 1 “The market wag very lively in Augiist

gs rose h den jump
and a dividend of g8 (?4¢) a share has been in demang, Neethling sa;d )
Proposed The directors saig that 1n view of The rubber see
the abolition of hon-resident shareholders’ Browth of 21%, but the Operating profit
tax on dividends declared after September increased only 14%, reflecting increases jn
30, declaration of the dividend wag post- raw materials prices But the sector would

perform well afier the compietion of the
over for the Packaging sector in- restruct: ring Programme which woulg -
creased 24% and operating profit roge 5%  sultin re duced warehousing, handling and
as Interpak’s resylts were consolidated for overhead cosis

the full financia) year Based on additional Volumes fureea;t
The plastics division reported an “unsat.- for the current Year and better cost cop.

isfactory” loss which was Jower than the trol, earmings should rise more than nfip.

revious year’s Its resn]ts were improved tion, he said The glass division would con-
E}r the acquisition of Plastform Volumes tinve its investment and re-engineerin

g
at the glass divigjop improved, but were programme hut the full benefits would not
€38 ti .

40% after Pepsi apd Various noname g audit committee was €stablished, to
brands entered the market. Sales of wine which e) ternal ang internal auditors liad

and spirit bottles roge 207 unrestricted aceess, the directors sajd,,
_-__'h___—“_ gl _.H——_m___a-
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Re-engineering programme set

to constra
7 %1819

Beatrix Payne @g

CONSOL’s 19% earn-
mgs growth for the year
to June was margmally
better than several
stockbrokers had been
forecasting, but the
share price has changed
httle smce the results
were announced, 1mdi-
cating that expectations
have been fulfilled.
Consol’s directors do
not agree, however At
the recent presentation
of the annual results to
the Press, group MD Piet
Neethllmg led his col-
leagues 1n saying the
market was underrating
the share and Consol’s
future earnings perfor-
mance which would be
“above inflation”.
Neethling's  vague
forecast would appear to
be lower than that

| _expected by the stock-

brokers who follow the
share Ther forecasts of
annual earmings growth
over the next few years
fall in a remarkably taght
band of between 19%
and 22%

The man concern
would appear to be the
effect of Consol’s re-engi-
neering programme, and
this 18 expected to be a
restraint on the com-
pany’s earmings until it
18 completed in 1997/98

By then, the glass
division will have up-
graded 1ts furnaces
which should be operat-
ing at full capacity

The continued rise in
demand for glass partic-
ularly from the export
wine market should
boost the bottom line

Neethling saxd the re-
engimeering programme
would be phased 1n and

staff numbers would be

reduced largely through
natural attrition, but
there are expectations it
could pose labour prob-
lems if there are large-
scale redundancies

The R650m capital
outlay to upgrade the
glass operations could be
a major draimn on cash
resources and was likely
to raise borrowings

The group  was
already struggling under
a heavy bill for finance
changes and the increase
i borrowings could see
interest charges 1n-
crease by as much as
25% a year over the next
two years

An expected 1ncrease
i demand for alumini-

gConsol’s earnings

um cans could trim glass
bottles’ market share
and the group could do
worse than hedge 1ts bot-
tling business by moving
into the manufacture of
cans

The performance of
Consol’s tyre manufac-
turing operations se¢ems
murky 1n the face of cuts
in 1mport tanffs which
have been coddhng the
local vehicle manufac-
turing industry Neeth-
ling was confident, how-
ever, and said the Gatt
requirements would not
pose a major threat to
the group

Consol’s share closed

unchanged yesterday at
R40,25




FOX

Results from Anglovaal’s packaging and
rubber maker Consol for 1995 are pedestr-
an A 19% EPS increase 1s nothing to write
home about 1n an economy InSpiring many
compamnes to produce much higher returns

Turnover rose 22% to nearly R3bn but
the operating margin shipped to 11,4% Pre-
tax profit was only 10% better The balance
of the increase came from a fall in tax

Two features affected the performance
The first was that costs of commodities
used by Consol m 1ts manufacturing oper-
ations rose tnexorably — and sometimes
precipitously, as 1n the case of natural rub-
ber and wire used i tyre making While
Consol could recover rismg mput costs of
paper and plastics from users, 1t was much
harder to pass on the rubber and wire
charges It often takes time for these to fil-
ter through and for the offsetting benefits to
accrue to the company

The second feature was the company’s
acceptance of the philosophy that 1t must
become globally competitive It 1s one thing

__.-}

FOX
STROLLING ALONG
Yeur to June 30 1994 1995
Turnover (Rm) 24429 29787
Operating incomea (Rm) 285,5 338,5
Aftnbutable (Rm) 165 197
Earmings (c) 2570 305,98
Dividands {c} 74,0 88,0

to pay lip service to this kind of underlying
principle, another to put 1t mto practice —
and then to pay for it In a sense, 1t can be
argued (with justfication) that Nampak has
pioneered this approach but 1t would be un- |
fair to suggest Consol 1s simply playing fol-

i e—

low-my-leader.

But Consol’s technology partners have
made 1t plain the only acceptable long-term
route 15 to use the most modern technolo-
gies and to icrease labour productivity
This means spending a lot more 1n capital
Down the hne, 1t probably means a signifi-
cant reduction 1n employee numbers. Over
the next few years, Consol will require cap-
ital mvestment of about R1bn, This wiil re-
mforce the impression that the company 15 a
substantial user of sharcholder money

Also, borrowmngs net of cash have nsen

—___________ﬂ_—_—l—-l—'ﬂ'"'_

sharply over the past few years Geanng s
37% — hgh compared with compettors
Finally, the share has been sigmficantly
derated by the market Its reiative p e rat-
ng, at 1,2 mn February 1993, now stands at
an ordmnary 0,88 If this 1s a judgment, it 1s
harsh but understandable Most analysts
canvassed agree the counter 1s mteresting to

watch but not to buy. David Gleason




PPC Opeas 11 southern Cape
Robyn Chalme / ? ? 5

PRETORIA Portland Cdmeht opened a new cement
distribution centre 1n George yesterday, capable of
dispensing about 70 000 tons of cement a year

PPC Cement coastal MD Graham Fabian sa1d the
centre had been established to provide a more ef-
ficient service t6 customers who previously obtamed
their cement from PPC sites 1 the Western Cape

“Our first objective 15 to provide an uminterrupted
| supply of cement to customers in the southern Cape

“Imitaally, all cement at the centre will be dis-
tributed m bags. However, we will assess the via-
bility of supplying bulk once the centre has been op-
erational furra few months,” he sa1d
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PPC opened a new distribution out-
let in George yesterday on the back
of strong expected cement demand
and growth from the southern Cape
informal construction Industry

According to Craig Waterson,
sales and marketmng director tor the
coastal region, sales in the cement
market in volume terms over the
last 12 months had grown by ap-
proxumately 10 percent and a fir-
ther 8 to 10 percent wag expected
for the coming year

Speaking about the slowing 1n
the formal construction sector in the
area, Waterson said “In the past
there were a lot of big contracts
Some figures show that constrc-
fion have dechined, but cement sales

have increased, which indicate

there are now more smaljer jobs ”
The outlet, aimed at servicing

"At present, we are usin g rented
accommodation, but in the first
year, we are hoping to reach break-
even volumes to recover the estah.
hshment costs,” he sard

The market was previously
serviced by the group’s distribution
centre in Montague Gardens 1n
Cape Town

Cartel

Waterson said that the previous
long distance deliverses meant that
orders had to be placed well 1n
advance by bulders tg avoid
shortages

"Now thev can expect immed:-
ate delivery,” he said

Another reason for the establish.
ment of the centre was the agree-
ment with government to disband

3)cT(R)#[als s

BY FRANCOISE BoTwa this growing demand, 1 eXpecting  the cemettt cartel that had been n
WF ARTeR - sales o R21T nullion for the year to operation for many years -
October next year A two-year period, ending n

October next vear, was allowed for
the disbanding

In terms of the carte] Operations,
Waterson sard that PPC had sup-
plied all the cement 1n the George
region for the past 25 years, and
continued to do so

“We are not Expeciing to expand
our market share because we
already have 10 percent of the
market ” However, he said, the
Mmove was ammed at securing 1t in

the consumer at 2 reduced cost
Graham Fabian, the- managing
dwrector for the coastal region, said
that mitially all cement would be
suppled in bags, but that the com.
pany would re-assess the viability
of bulk supply once the centre had
been operational for a few months

i

—a il
— R lerra—

%



GOVERNMENT

Frir ey
Fik |
=
R -
b L -

}meunmm.:.; - e 1

ECONOMICS

- I:-n- —+
4o g o -

fr—r*_r‘i"-

iy ar S P

STONE SUPPLY Kudu Granite 1s strugghng to keep up with the demand for South African granite

Future looks ro

By JOHN SPIRA

GAUTENG BUSINESS EDITOR

Demand for South African dimen-
sions stone granite continues to
show signs of strengtherng

Orders exceed Kudu Grarute’s
ability to supply, says Paul Nelles,
the group non-executive chairman,
in hus annual report to shareholders

“The group has also continued
to butld on 1t5 teputation fur,'ﬁuefhty,
and 1ts worldwide regstered trade-
marks have become synonymous

with this quality and reliability ”

eT (e )itlal9s

In the year 10 June this year,
Kudu's earnings declined from 18c
to 13,7c a share and the dividend
reduced from 4,9c to 3,9¢

Nelles draws attention to Ku-
du’s improved performance m the
second half of 1994/95, which he
ascnibes to mnovative technological
advancements and Kudu's commut-
ment to develop 1ts mines for long-
term sustamnability

~' Hejacknowledges that gearing

at 84 percent 1s still lugh, though1t1s
down from 99 percent at the end of
June last year

"-’solld &gj

Kudu

the past two years Kudu has
focused on a transition from tradi-
tonal boulder quarrymg to the pro-
fessional mumung of sohd rock for-
mations The long-term objechive 1s
to mune these formations exclusive-
ly The planrung and development
of the group’s solid formations are
now at an advanced stage. -

Nelles says exploration for new
products has been intensified over
the past few months

“Some exciting prospects are
under review and detarled feasibih-
ty studies are being carried out”




Ceramic Industries (1)
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’staves off competi Ors
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Sello Motlhabakwe

TILE and sanitary ware
manufacturer Ceramic
Industries lifted at-
tributable earmings 499
to R14,2m for the year
ended July despite in-
creased nternational
competition which min-
imised price hikes

Earmings a share roge
42% to 79,2¢ and a fingl
dividend of 9¢ was de-
clared, giving a payout of
15¢ for the year.

The company said a
continuing cost reduc-

" t1on programme and fur-

ther improvements 1n
productivity had resuli-
ed m operating profit ris-
ing a satisfactory 36% to
Ri13m Interest from in-
vestments stood at R2m,
with iinterest paid drop-
ping to R25 000, down

from the previous per-

od’s R1,2m . 4
k.
Prestax income 1n-

creased 46% to R15m
The directors said
trading conditions had
remained difficult 1n the
past financial year In
keeping wnth company
policy of being price com-
petitive internationally,
only minimal price n-
Creases were imntroduced.
This had contributed to g
margmal increase in
turnoverto R130,4m.,
The board said delays
1 implementing the re-
construction and devel-
opment programme and
competition from 1m-
ports were expected to
result i tradirig conds-
tions remaining difficult

[ .

The capital expendi-

ture programme 'to -
crease capacity at the
Samea and - +Betta
branches, amounting to
more than R3U}I}% had
been_completed and the
plants “were commus-
sioned after yéarend,

Hhy

hy

The benefits of the
plant upgrading and fur-
ther improvements 1n ef-
ficiency were expected to
result m real growth 1n
operating grnﬁt This
year’s tax hill was up
196% to R772 000

Executive chairman
Cianmi Ravazotty . said
the results were relative-
ly pleasing 1n hight of the
difficult trading condi-
tions 1n which the com-
pany operated this year

“Competition  from
mports 18 expected to
continue and we ., will
need to work hard at
augmenting our.market
share in the future *

[ .
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CONSOL

Taking the capex plunge

=i

Can the ambitious sp spendmg plan be co ﬁlete W|th0ut dept qlgg earnmgs?

A yeor ago, packaging and tyre company
Consol’s price was at a record high of R57
The market rated the share lughly Its pe
ratio of 21 was at a premum to the 19.6
average for the JSE Industnal index

A few weeks ago, Consol announced a
19% advance i EPS and dividends for the
year to end-June 1995 — a much faster
pace than the 6% for the 1994 year

Yet this week 1ts share price was R39,75
or 30% below 1ts record high on August 10
last year, market capitalisation had shrunk
by about R1,1bn to R2,56bn Its p e ratio
has fallen to 13 and the share has been sig-
nificantly derated agamnst the Industrial 1n-
dex, whose p € 1s now 15,9

There appear to be no major problem ar-
eas within the group operations Where
there have been laggards, such as the plastic
packaging operation, which lost money
over the past two years, management 18
forecasting improvement this year Operat-
ing profit rose by almost a fifth last year
and there seems to be no reason to expect
deterioration

However, with the economy growing,
corporate profits are now bounding ahead
The market has raised 1ts expectations sub-
stantially from a year or so ago
While the pace of earnings
growth produced by Consol in
the past year may be well above
inflation, 1t 15 below average —
now about 28%-30% — for
large imdustrial groups.

What may be more important,
though, 1s mvestor unease about
Consol’s hefty capital spending
plans, and the effect this may
have on the bottom line dunng
the funding phase The group
has already accelerated 1ts ca-
pex, it spent R163m i 1994 and
R192m 1n 1995, more than dou-
ble the amounts spent in the
previous two financial years
Now 1t wants to spend about
R Ibn over the next three years

Group spending estimates are
R330m 1n 1996, R360m in 1997
and R310m mn 1998 The glass
packaging division will get the
hon's share of the capex, about |
R180m-R220m a year About
R100m a year will go to the rubber divi-
ston, about R20m to plastic and about
R30m to paper packaging

MD Piet Neethhing behieves this can be
financed with borrowings and internal cash
flow, without calling on shareholders for

equity t?m t could well be possible to
do ths wuhuut straimng the balance sheet
Butinvestors may need convincing that
growth 1n earmings and dividends wall re-
marn attractive

Consol has several factors n its favour
many of 1ts operations are highly volume-
sensitive, 1t holds leading positions i 1ts
main markets, 1n particular glass packaging
and tyres, some divisions should now be
benefiting from earlter capital investment,
and the group 1s a strong cash generator

Its R3bn turnover and R340m operating
profit are derived from two main activities
packaging and related products last year
contributed 43,5% of turnover and 51,2% of
operating profit, rubber and related prod-
ucts provided 56,6% of turnover and 48,8%
of operating profit

Neethiing segments this further Packag-
ing’s sales were 50% from glass, 33% from
paper and 17% from plastics, 1ts profit
came 80% from glass, 25% from paper and
a negative 3% from plastics In the rubber
division, tyre maker Tycon produced 45%
of turnover and 60% of operatng profit, re-
treader and distmbutor Tredcor contributed
55% of sales and 40% of operating profit.

Abrupt changes in volumes sold to swift-
ly nsing markets were a major influence on
the 1995 results — though the effects were
not all favourable In the bottling market,
where Consol 1s the domenant suppher with
a share of 75%, demand for glass containers

grew 1n ali sectors, averaging 8% In some
sectors, demand grew at much higher — 1f
unsustainable — levels

Soft drink bottle volumes rose by about
530% over the financial year, boosted partly
by the mtroduction of Pepsi and other new
players Demand from the wine and spirits
industry grew about 20%, l1fted by the
surge 1n wine exports after the elections
Expanding fruit exports saw corrugated
packaging volumes up 13%

In the rubber division, most sectors
showed volume gains Units of new tyres
sold grew 12%, with much of this exported
to meet a large order from the Far East

Despite these higher volumes, the group
operating margin on sales dipped from
11,7% to 11,4% This 1s an unusual effect,
especially considering the large manufac-
turing (and high fixed cost) component in
Consol’s operations.

It seems management may have been
caught off guard by the suddenness of the
recovery In the glass divasion, three fur-
naces had to be brought back mnto produc-
t1o0n quickly to meet the demand The
recommussioning of these furnaces required
expenditure and skills had to be spread
more thimly Neethling says their retwmn to
production cammed a lagh cost, which Con-
sol had to bear almost throughout the year

Surging commodity prices hat the costs of
raw matenals used 1n various parts of the
group Matenals affected mclude soda ash
for glass, paper and plastic polymers 1n oth-
er packaging activines and natural rubber 1n
the rubber division Neethling notes that
such cost increases often cannot be fully
passed on 1n the short term

The loss 1n the plastic packaging oper-
ation has been a continuing problem
Neethling says this activity has undergone
major reconstruction over the past two
years The latest loss was smaller than that
incurred 1n 1994 This year, at least
breakeven 1s expected

With its returns either negative or well
below the group figure, 1t has to be asked
whether Consol should stay i this business
Neethhing says “Plastics account for 25%
of the total packaging market, so it 1s a very
important market segment

The Gauteng ngid packaging operation *<
still a problem area Tradittonal house..0ic
product markets have been shrinking under
the pressure of imported product options
concentrate and refill strategies An early
reversal of this trend 1s not expected, so this
operation will be sized down to match de-
mand
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What chairman Clhive Menell calls recon-
struction of Consol’s operations has moved
progressively though the group In the plas-
tic division, he says, a programme of prod-
uct focusing and reduction of overheads 1s
being pursued with vigour

Contred, holdimg company for the rubber
activaties, has largely completed this exer-
cise Menell says that, withen- __
hanced systems and processes Sl
it will reduce warehousing, [
handling and overhead costs j 54,
while improving service '

The rubber division has |
changed greatly since Consol ¥
entered this industry with 1ts
purchase of Goodyear from the
US parent six years ago It was

Being 1n distribution as well as making
tyres proved helpful recently when the price
of natural rubber shot up It more than dou-
bled over less than 12 months, involving a
total cost for the group of more than R35m
Tycon felt the impact because 1t can take
several months to have a price mcrease ac-
cepted in the industry Neethling says Tred-

____ cor did well, which 1t usually
does when prices are nsimng, as
it can sell from existing stocks

Now the upgrading and cap-
ital expansion will focus on the
glass division, which has seen
comparatively little capex re-
cently It has been a “wonderful
money spinner” but modernisa-
tion and 1vestment are clearly

an attractive buy for only needed The factory in Wade-
R210m, on a pe of less than ville, Germuston, for example,
five times Consol has since 1s almost 50 years oid
ploughed capex of about g - Plans include a scheduled re-
R350m 1nto this company 13 building of furnaces (there are
Moreover, whereas 1t 1mfially & 15 1n total) to latest iternation-
was primarily in the manufac- > al standards More productive
ture of tyres and related prod- A machinery will be commis-
ucts, through acqmsitions such Neethling sioned and production capacity

as Tredcor (from Trencor and
Longmle) and Safe-T-Tyre, 1t has built up
large retreading and distribution activities
Tyre maker Tycon claims to produce about
25% of local output but when Tredcor’s dis-
tribution activiies are taken into account,
the group contends 1t controls about 40% of
the market with more than 180 outlets

None of the other manufacturers has such
large distnbution activities, most have none
And Neethling says that even 1f imports —
now about 11% of the market — continue
to grow, the group could still benefit
through larger imports by Tredcor, which 1s
already an importer “We could swing 1t e1-
ther way,” he says “Our strength really hes
in our distribution ™

W

will be increased by 25%-30%,
though ths will depend on how the market
develops over the period

This programme will foliow major
changes 1n strategic thinking Production
will be designed around the latest technol-
ogy rather than the workers That should
mean better efficiencies and quahity It will
also mean a lot fewer jobs The plan fol-
lows recommendations made by US-based
technology supplier Owen lliimo1s

At June 30, borrowings had increased to
R501m (1994 R277m) or R396m net of
cash Net gearing 1s 38%, certainly not
onerous for this company but the market
may not want to see it rise much higher

Cash flow was a negative R170m 1n 1995

and management 18 projecting 1t will remain
negative by R100m 1 1996 and 1997 be-
fore becoming a positive R100m in 1988
Net debt 1s forecast to peak at R60Um mn
1997 and fall to R500m 1n 1988

The success of these predictions — as
well as the prospects for a sustained recov-
ery 1n the share price — will depend heav-
1ly on the trading performance This would
need continuing sales growth and better
margins

Though 1995°s operating profit grew
19%, 1t was flat or down i the previous
three years Earnings have been dniven
largely by the fall in the effective tax rate to
30,1% from 46% 1n 1991

“The next three years will be crucial for
glass,” concedes Neethling “But I think we
can do it What we are doing 15 large and
expensive but we are used to these projects ”

With restocking by customers probably
having largely run its course, he is expect-
ing sales growth 1n the packaging division
to fall from last year’s 24% to about 15%-
20% and 1n the rubber division from 21% to
about 15% This would still mean better
volume throughput and, 1t’s hoped, with
less pressure on margins

Over the next three years, packaging’s
operating profit 1s forecast to grow by 20%-
30% and rubber’s by 15%-25% For the
eroup, Neethling 1s calling for annual eam-
ings growth of 20%-25% over this penod

If these figures are achieved, the share is
on a prospective p € of 10,4 on a 12-month
view and 18 not particularly expensive

The capex programme could greatly en-
hance long-term prospects, so the current
price may offer an investment opportunity
But for now the market may want greater
assurance that all will go as planned In-
dustnal unrest, commissioning problems
with new plant or competitive actions are
among the potential rsks Andrew McNul )(
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PURBAN — Strong sales of doors and
rlass products saw bulding and con-
istruction company Masonite (Afrca)
llouble its attmbutable earnings to
IR7i8m for the six months to June,
ichairman and MD Alan Wilson said
. Westerday.

12 Masonte manufactures hardboard,
ansiiiation board, cryogemic maneral
hiool, prefabricated accommodation
%qmts, wood and mineral fibre celing
fﬁanels, decorative wall panelling and
forestry pro ducts.

*~Turnover rose 29% to R89,2m as the

company experienced stronger de-
mand for local sales than for mterna-
tfotial sales, particularly m doors and
thep ackaging sector

szOperating 1ncome increased to
Rf2,6m from R4,1m, which Wilson
linked to strong local demand The
shaft away from international demand

30 1mpacted on operating mMcome as
. chiéks for shpping were not mncurred
. EA R160 000 surplus on the cash bal-

LWT |"1
b’ %

alass helps boost Masonite
NicolaJenvey G‘:TZ’) »D 14 “i |

aﬁg was recorded during the review
period compared to a R50 000 expense
for the six months to June last year

Earnings a share rose to 115c from
55¢ and a 20c (12¢) mtiermm dividend
was declared

«Demand m both domestic and in-
ternational markets was strong. The
performance of forestry and manufac-
turmg was excellent and also con-
tributed towards the improved re-
sults,” Wilson said.

However, nternational prices were
“gofteming” and although local demand
should reman firm until year-end, cer-
tain market segments which had tra-
ditionally strengthened m the second
half-year remained depressed.

“The general economic signs are not
as good for the remainder of the year as
they were 1n the last six months of 1994:

-and shareholders should not expect

second half-year ratios for 1995 to be
on a par with these achieved last year.”

The company had earned “at least
half’ of 1ts earnings for this year during
the period under review, he said
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BY SHIRLEY JONES

STAFF WWRITER

Durban-based building materrals
manufacturer, Masonute, has turned
In umpressive results for the six
months to June 30 this year, thanks
to strong demand for products on
both local and nternational
markets

The company’s net earnings a
share increased to 115¢ from 55¢ and

5

a 20c dividend was declared for the
six months to June this year

Thus was on the back of a 29 per-
cent mncrease in turnover from
R69 million during the first six
months of last year to R89 million
Earmings before tax climbed to
RiZ,8 million from R4 mullion
Earnings after tax stand at R7,8 mul-
lion as opposed to R3,7 milhon over
the same period last year

Alan Whlson, the chairman and

Masonite turns in impressive f; 31: half
cT(srHA|9 |18 (193

managing director, put the compa-
ny’'s strong performance down to
strong local sales, but sad that these
were not related to the RDP

He cautioned that the company
was unhkely to repeat erther its
Impressive performance during the
final stx months of last year or 1ts
pleasing results during the first half
of this year because the general eco-
nomuc indicators were not as strong

as theywere
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Hard work pays oft

Activities: Makes and converis closed cell ex-
| panded rubber and plastics

Controb: Direciors 53%

Chairman: D A Buchanan CE B Tiney

l Capital structure: 24m ords Market capiali-
salion R36m

Share markel: Price 150c Yiields 3,8% on
dividend, 10,3% on earnings, p e rafio, 8,7, cover,
2.7 12-month high, 145c, low, B5¢ Trading volume

last quarter, 16 300 shares
Year to March 31 92 '93 "4 ‘D
ST debt (Am) 08 09 06 02
LT debt (Rm)} 13 1,0 056 03
| Debt equity ratio 041 004 019 nfa
Shareholders' intarest p6e6 068 056 0,62
Int & leasing cover 20 05 04 nfa
Return on cap (%) 26 20 23 26
Turnover (Rm) 266 300 343 408
Pre-int profit (Rm) 5,1 44 49 60
Pre-int margin (%) 201 146 145 14,8
Earnings (c) 10,7 119 118 143
Dividands (c) 6,0 4,5 5,0 55
Tangible NAV (c) 554 63,2 50,6 595
| In 1995, new management improved effi-
ciencies and made concerted efforts to curb

expenses and icrease profits As a result
| there was a 19% surge 1n turnover to R41m
accompanied by a satisfymg elimmation of

cearing (1994 19%)
Improved economic conditions increased

FINANCIAL MAIL » SEPTEMBER =22+ 1382+ 115

sales and this boosted earnings 27% ta L
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Robyn Chalmers

IN LINE'with the ce-
ment mdustry’s bid to
strengthen 1ts distrbu-
tion capacity, following a
decision last year to dis-
band the cartel, PPC Ce-
ment has incorporated
s two leading cement
distributors, Cooper &
De Beer and M Fihrer &
Son, mnto 1ts busimess

MD Chve Tasker said
the operations of Cooper
& De Beer and Fihrer
would be merged with
PPC to spearhead the
company’s sales and ds-
tribution services

He said the move was
in line with PPC’s aim of
smoothing the transition
to a free market environ-
ment once the cement
cartel was offically dis-
banded next year

“Once the cartel 18
dishanded, the cement
mndustry’s central trans-
port and distribution op-
timsation system will
fall away

“By mergimng Cooper
& De Beer and Fihrer in-
to our busmess, we can
assure customers of on-
gomg service and unin-
terrupted supphes

«The merger allows
us to provide a darect ser-
vice to retailers, concrete
product manufacturers

—]

-—ﬂ_—

ensure good’ d'istn

20 510195

and larger bmlding and
construction products ”

Tasker saxd Cooper &
De Beer had been a sub-
sidiary of PPC for exght
years, and was SA’s lar-
gest cement distributor
while Fuhrers, SA’s third
largest distributor, beca-
me part of the PPC group
n 1993.

The merger was an
example of PPC’s efforts
to become a more Mmar-
ket-driven orgamsation
which was ahgned more
closely with 1ts cus-
tomers, and this would
make it the only com-
pany to ofier a delivered
cement service on a na-
tional basis

PP(’s main competl-
tors, Anglo-Alpha and
Blue Circle Cement,
have also consohdated
theirr distnbution sys-
tems to compensate for
when the cartel's distrn-
bution arm s disbanded

Anglo-Alpha MD
Marko Germana said the
eroup had been active m
boosting its distribution
systems for a number of
years 1n anticipation of
the distmbutor’s dis-
bandment He said that
over the past three
years, the group’s sales
outlets had been m-
creased from four to 14
1n key regions across 1ts

. —— . -

, g[ion

market area This had
been achieved by acquar-
mg major disiributors
and bulding greenfields
distribution terminals

Blue Circle Cement
had also focused on boos-
ting 1ts distribution, and
cement MD Piet Strauss
said 1t had recently form-
ed Blue Caircle Cement
Sales as a separate ent1-
ty to look after distribu-
tion systems

Blue Circle Cement
Qales had been borne out
of the former D&A Ce-
ment which was formed
a year ago and changed
its name 1o July

“We believed we need-
ed to look after our sales
distmbution and we ac-
quired 50% shareholding
in the privately owned
Petermix last year ”




793
PEC il

expands

PPC Cement said 1t had
incorporated two lead-
mg cement distributors,
Cooper & De Beer and
MTFihrer & Son mto its
business

The operations of
Cooper & De Beer and
Fihrer would be merged
with those of PPC
Cement to spearhead
the company’s sales and
istribution services

Q]ive Tasker, the
managng director of
PPC Cement, said the
move was in line with
PPC Cement’s aim of
smoothing the trans:-
tion to a free-market
environment

Cooper & De Beer
has been a subsidiary
‘of PPC for eight years,
+Fihrer became part of
‘the BRC group in 1993
— Sapa
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Robyn Chalm

PPC Cement yesterday opened a ce-
ment service centre 1 Pietersburg,
Northern Province, 1n a bid to establish
a cohesive imnfrastructure around SA in
a post-cartel environment,

PPC Cement MD Chive Tasker saud
each region had specaific requirements
and PPC was aimang to meet these by
establishing regional representation

countrywide,

PPC o%ens ervice centre in Pietersburg
/198 ) 2D 13[ro/as
rs

He stressed, however, that PPC
would not be establishing its own retail
network mn the area, and would be sup-
porting local cement stockasts

He said PPC’s presence in Northern
Province would be further bolstered by
the recornmissiomng of i1ts plant at
Dwaalboom, due in the first half of
next year

“Recommassioning the plant will
signify a welcome boost to the economy
of the region,” said Tasker.
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Drop in cement price

unlikely, says producer

ercon)ig fo[ac (193

By AUDREY D’ ANGELO
CAPE BUSINESS EDITOR

There 15 unlikely to be any big drop
in prices following the abolhtion of
the cement cartel next year, Marco
Germena, the director of Anglo
Alpha cement dwision, sad at a
presentation to the Society of In-
vestment Analysts in Cape Town
yesterday

He told the socety hus company
would concentrate on retaung 1ts
36 percent market share but had
“no deliberate mtention to increase
it That could be done only by buy-
ing market share and we feel that
would be fatal to consider”

Trevor Wagner, the company’s
director of finance ard administra-
tion, said he did not thunk there
would be pressure on cement
prices But he added that 1f there

were a price war, 1t would affect
Anglo Alpha far less than Pretoria
Portland Cement because of An-
glo’s mix of businesses

Anglo Alpha already has a
ready muxed concrete operation m
the Western Cape, a PPC strong-
hold, but does not deal m cement
powder there

Germena satd the RDP would
ratse demand for cement by only
5percent Anglo Alpha expected
GDP to grow by between 3 percent
and 3,5 percent. That translated mto
growth of between 3 percent and
4 percent m the cement market in
the medium term

He said all three cement produc-
ers — Anglo Alpha, PPC and Blue
Circle — were nt a strong posttion.

“No one producer 1s in a posttion {0
domumnate the others in spite of what 1

PPC would like people to think.”
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Increase m
demand for

lav brick
i)

By MAGGIE ROWLEY

PROPERTY EDITOR

Residential demand for clay bricks
had soared m the past year, offset-
ting m part the dramatic drop 1n
public sector building contracts,
said Harry Voorma, the managing
director of Corobrik

Corobrik, the largest manufac-
turer and marketer of clay bricks i |
South Africa, had seen volumes '
mncrease in the past year by about |
12 to 15 percent and the company’s |
21 factories countrywide were now
running at between 80 and 50 per-
cent capacity, against about 65 per-
cent . -the muddle of the six-year
recession |

Corobrik, he said, had gamed |
market share and the clay brick
mndustry as a whole had seen vol-
umes mcrease by about only 6 per-
cent m the past year

Thus mprovement had fallen far
short of expectations as Corobrik
had expected volumes to increase
by about 25 to 30 percent, boosted
by RDP-related public sector build-
Ing projects

“However, government and
murucipal buildmg contracts had
dropped off dramatically durmg
1995 and to a large extent the build-
ing mdustry had been carried by the
prvate sector, particularly m the
residential area,” he sard “It 1s not
as-1f-we have lost market share The
public bulding programme ground
to a halt and there are no mdications
that this will'pick up ™

Voorma said South Africa was
tending? to " follow . mternational
trends and was seeing a strong
surge m the use of clay brick pavers
for commercial applications.
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CHARLENE CLAYTON
Property Reporter

LOW productivity on site has
been cited by one of the coun-
try’s largest manufacturer of
clay bricks, as one of the ma-
jor contributing factors to-
wards the high cost of building.

A recent Bureau for Economic
Research report indicated that
building costs for 1995 rose almost
17 percent and it forcast further in-
creases of 20 percent next year

The director of Corobrik Western
and Eastern Cape, Mike Ingram,
said that in 1976 the building indus-
try norm was for 1000 to 1500 per
person per day

“Today, if bricklayers put down
500 bricks a day, 1t 1s considered a
lot,” he said

Even six or seven years ago, the

buillding industry was putting down
800 to 900 bricks a day per person

Mr Ingram recalled that when
the Pietermaritzburg police station
was bumlt, the developer specially
flew in a Cockney bricklayer who
could lay an impressive 2 500 bricks
a day The industry norm at the
time was between 1000 and 1500
bricks a day, said Mr Ingram

The current low productivity in
the building sector was reflected n
South African industry as a whole,
he said

SAPA reports that according to
analysis of the 1995 World Compets-
tiveness Report, South Africa’s
overall ranking has declhined by one
place from 35th to 36th out of 41
countries i

According to the People factor,
which makes up a country’s com-
petitiveness, South Africa 1s still
ranked last
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DON'T expect the ground
ta shift when the cement

cartel breaks up next year,
for it seems many aspects Cement Stone Readymix reaching tins target '
of the ndustry are cast in The group has forecast
stone. higher sales volumes for
Marco Germena, Anglo- the vear to December, a
Alpha’s cement division di- 48% rise in profit after tax
rector, told ﬁwwnﬂﬂqﬁnnnﬂw aumﬂ ..W.EE t cost basis Mwn
Analysts’ ety a 35% increase on a his-
ﬂﬁwﬁ.mﬁ Anglo-Alpha Pioneer Readymix torical cost basis
would certainly fight to Hippo Mix Mr Germena said
maintamn its 36% share of §0% growth in demand for ce-
ment was dependent on

the national 8-million ton a
yearcement market. “in a
post-cartel  competitive
era”
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Cement industry stands on solid
te cartel’

CORE BUSINESS MARKET SHARES

@
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a company-ymposed himut
of 67% It could still bor-
row RG15-million before

GDP growth and highly
sensitive to 1t. Estimates
that GDP would grow by
3% to 4% in the next few

T .._.__.l.-..
LR T

But it hed no plans to
step up the competition in e R f,_r years peinted to moderate
order to try and gain some ’ ,“Fs.wu T - growth in future demand
- for cement.

P L.l.m._._rm hlﬂu:_ e

of Pretona Portland Ce-
S LA L e Tty

ment's 41% share or Blue The group expected de-

mand to reach %million

‘ uﬂmmm_.m“,:ﬁuﬂ allow our Arﬁﬁﬂwwwxuﬂi r%wnﬂwuw “_J fons in 1995 and was in a
€ market share to be eroded, P iy Eﬂ_nw%mmﬁ meet demand
-+ -t N un

but have no plans to in- X g ek g g iew 1

crease our share of lecal
demand,” he sald, explain-

This conld he achieved
partly through a decision
to recommission some

Ttk

ing that the three preduc-

Mr Germena said the

Alpha's managing direc-

Norwich heads

Mr Pretorins smd the

36% holding n fertiliser
and explosives group Om-
nia Holdmmgs, not an obvi-
ous fit but in Mr Pretorius’

The performance of the

30% of the stone market
and Pioneer Ready Mix
Concrete and Hippo Mix
60% of the ready mix con-
crete market.

| meZO_mm \ _Zm._.b_-_-mmm Hnm_..mw.mw ﬁ_ﬂhnm“w.w%uw Other mterests included
on mergmg thewr stmular  lime, a stable but unexcit-

for the JSE with

creased demand for its

GRAB A PIZZA OF THE

il e el

kilns which had been moth-

u Agite | ers all had sufficient ca- _
! w Pt pacity for the size of the |Gaptic FOMARESCS Soure: ANGLO-ALPHA]  balled since 1985 These
| N market, and that “you can kilns, which would come
H only buy market share situationand he didpotex- involved in competitive missiontothe Competition had found a niche market earnings to R74%million into production in the first
i 3 through price discount- pect one producer to dom- markets, so a broken car- Board and are awalting a  in its fine grinding exper- on 33% higher sales of quarter of 1896, should
_* M ; ing”, an option which it inate. tel 1 cement would not be reply Webeheveitcango tize Cappa Sacks, which R687,2-million. meet expected demand un-
! P N would not consider Johan Pretorius, Anglo- something new either way * Mr Pretorius said was a During those six months  til the end of the decade.
| « backward integration to the group experienced in- Mr Germena said while

Anglo-Alpha had the pro-

ﬁ breaking up of the cartel tar, said that Anglo-Alpha group had some other spe- cement division, which ac-  ensure security of supply,

! put many questions in in- was “not completely igno- cific advantages in a com- counted for 43% of Anglo- had turned into a business products, higher capacity duction eapacity to meet
ﬁ _ X vestors’ munds But he be- rant in terms of compet- petitive situation, bike the Alpha s Rl,14-billion 1994 which now sold 25% to out- utilisation rates and im- demand in the gshort to
h .- 3 lieved all three producers itive situations” Many of know-how agreement with  sales revenue, was cru- side companies, provements In its cost medium term, it would
i : were well placed to oper- 1is other interests, notably Swiss group Holderbank, clal. Between them, the var- structure. have to look at other op-
| EXPANSIVE Charles Davies, chief executive of Norwich Holdings nie in a futire competitive  stone and ready mix, were  whichhadaneffecive30%  But the group wasama-  fous divisions contrituted  Cash flows weve strong, tions in the medium to
| ! stake 1 Anglo-Alpha jor player in other areas  to a more than twofold in- translating into gearing of long-term, including those

The group, in turn, hada Its Hippe Quarres had crease 1n June mterim nearly 15% compared with in Natal and Narnibia

mmD_.:mma interests materialised, ing growth market. T o - .
there could be major syn- The group was erecting d
ergistic benefits a R120-mihon kiln at its

eXCLUDOR expanding security
doors are exterding their opera-
tions nationaily and require
Agents / Installers in many areas

srowth assured

RTATITLIITOTTY TPl ==
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This deal needed the
sanction of the Competi-
tion Board. Mr Pretorius
gsaid “We have made a sub-

factory 1in the northern
Cape to ensure # main-
tained market share

In mndustral minerals, it

— ———
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Robyn Chalmers

BUILDING matenals supphers have
insisted that they are sticking to the
compact made last year wath govern-
ment to keep price increases 1n lhine
with inflation, despite contradictory
reports.

Bwlding Matenals Supphers’ Con-
sortium chairman George Thomas saind
yesterday that an mformal survey of
the larger building materials supphers
showed that their prices had mcreased
between 7% and 10,5% during the
year.

These figures contradicted statis-
t1cs from Stellenbosch Umiversity’s Bu-
reau for Economic Research and other
research mstitutes which estimated
that prices were expected to rise 13%
this vear and up to 20% next year.

Thomas said he was concerned that
a perception was being created in the
industry that building matenals sup-
pliers were pulbing out of the compact
agreed to with government to keep
price increases in line with inflation

“All the feedback we are getting
from larger supphers at the grassroots

level shows that not only are we stick-
ing to the compact, but 1n most or al-

Building materials
-price hikes in di

most all cases we are keeping mcreases
m the prices of building maternals be-
low inflation,” he saxd.

The informal survey showed that
prices in the cement mndustry had nsen
6% in January and 4% in July — on
average about 8% for the year — and
cement compames had mmdicated that
price increases would be held below 1n-
flation until 1997.

Federated Blaikie, one of the l1argest
distrbutors of building materials in
SA, had seen a 10% to 10,5% increase
n matenals used for low-cost homes
this year, and expected this to be lower
1n 1996.

Penny Pinchers and Cashbuild re-
ported increases of between 8% and
10% year-on-year to March.

Clay Brick Association estimat-
ed that industry prices for clay bricks
had risen 7% over the past year, but

that sales had been below tions
due mainly to the lack of dehvery on
the low-cost housing front

The survey showed that the price of
timber had increased 6,50% between
Jan and October, whaie the prnce
of steel roofing products rose 9,2% 1n
the first quarter of this year compared
with the first quarter of 1994
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PPC to supply

he/) ‘7]3;‘[? ?éﬂq'! ?jg/ 98

STAFF WRITER

Johannesburg — PPC Cement has
landed 2 contract to supply cement
to the' Far East Bank Housing
Project, launched m Alexandra by
Dan Mofokeng, Gauteng's provin-
c1al housing munister

The project will see more than
800 low-cost houses developed for
Alexandra residents All contractor
work will be undertaken by small
| local contractors overseen by entre-
. preneunal project managers from
the communty

Musa Shangasi, the business
development manager for PPC

Cement, sard “This housmg projectt

— a typical RDPapproach —
proves the viability of community-
driven mubiatives *

“It also underlmes!, PPC
Cement’s commutment to supplying
cement to and supporting the com-
murnties m which 1t operates ”

—r—
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Anglo-Alpha will

rap up cement
95

byn Chaimer
S
CEMENT produdcer Anglo-Alpha
has fired another salve 1n the 1n-
creasingly competitive cement 1n-

dustry, with the introduction of

€poort and 1ts depot1n Brakpan

Roodepoort factory and Brak-
pan depot GM Ampie Smt said
the new system enagled customer
vehicles to be speedily loaded with
pre-palletised 40-bag umts on g
returnable wooden pallet

“Apart from reducing the
turnaround time for customer ve-
hicles, the new system minmimises
bag breakages during handhng
and transport, as the bagged ce-
ment 15 subject to lower levels of
stress In addition, the bags are
waterproof and may be stored out.
side for a limited period of time
until required,” Smit said

Smit said the Brakpan distr:-
bution depot, which came on
stream in 1985, 'dispatched
500 000 tons of cement products
eachyear | ,,. ,



ABI posts

modest
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Johannesburg— ABI,
Coca-Cola and allied products,
posted a modest 7,3 percent rise 1
attributable earmngs to R32,2 mul-
hon m a queter first half of the
fimancal year to end-September

Turnover rose by 7 percent t0
R621 mullion and excse duty
payable was lttle changed at
R34,1 mihon, from R33,6 million
previously, leaving sales revenue of
R586,8 million (R546 milhion)

Trading profit fell to R383 mul-
hon from R42,1 mullion previously,
with dividend mncome margmally
better at R4,1million (R4 million)
However, net mterest recerved dott-
bled to R1,8 million

A lower tax bill at R14,7 mullion
from’ R18,1 muilion, as well as a
mote than doublng in equiy-
~ccounted retamned earmings of
associates to R2,3 mullion, boosted
taxed profits to R32,3 mulhon, from
R30,1 mullion

ABI's Managmng Director, Trent
Odgers, sard tight tradng m the
11 first half was offset by stnct cash
management, strong growth 10 can
sales and a cut 1n the tax rate The
period traditionally contributes
about a quarter of annual earnngs

Tradmg m the tirst hal had
picked up and the growth reported
i the second quarter had continued
into the current financial period

He expected earnings and dav1-
dend growth to be mamtaned The
mterim dividend 1s 11,5¢ (10,7¢)

On an attributable earnings
basis, earnungs a share of 30¢ (28,3c)
were declared — 51,4c (48,3c) on a
cash equivalent basis — and new

fully paid ordmary shares are t0 be
‘\msued as a capitalisation award
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Yuri Thumbran

PLATE Glass & Shatterprufe Indus-
tries (PGSI) hifted attributable earn-
1ngs 41% to R128,6m for the six months
to September, despite dechning trad-

1ng levels
The SA Breweries subsidiary

pushed sales 15% higher to R2,1bn, but
tougher competition and mereased ex-
penditure hurt margins to leave oper-
atingincome 6% up at R197,7m

» Netdfinancing costs rose to R18,9m

A ﬂ i I

PGSI be/ ;tgs)ltsé%ar 1n squeeze

from/R12m, as borrowings jumped to
R384.8m from R295,1m

The bottom lme was helped by a
lower effective tax rate The tax bill
dropped to R41,6m from R60,2m, -

Dhiluted share earmings rose 16% to
332,8¢, as the share base expanded
with the conversion of preference
shares and the effect of previous capi-
talisation awards. The divadend rose to
149¢ from 130c, and PGSI again of-

z Continued on Page2
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PGSI
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Continued from P

fered a scrip alternative.

| Chairman and CE Ronnie Lubner
said at the weekend that the perfor-

mance was satisfactory, given market

conchtrons. He said such conditions

Eir: lf:aely to persist for the rest of the

e Tevels to the frst Eale 1 ab sun-

Auto glass repair operation B
International had cngehnued toejr]?ﬁl
| earnings, despite competitive conda-
tions m the 18 countriesit operated in.

Glass SA had suffered manufactur-
mg disruptions, but still mamtained
supphes to both the motor trade and

building industries and improved
earnings. The division had also com-
pleted a R150m float tank repar.

But PG Bizon suffered as expected;
reconstruction and development '
gramme benefits failed to matenﬂm
and furmiture manufacturing slowed. '
; HPG II&dIlEtﬂEB Zimbabwe's
ell amid commissioning di '
1ts new hardboard Iant? difficulties at

Lubner saxd PGSI had been forced
to borrow to fund its R213m invest-
ment programme as cash retained
from operations was hmted to
R53,1m. Though long-term loans fell to
m‘m} frg;iii R107,4m, short-term

um
Rl(B}'E,‘?in to R340,4m from
armg had hit 38%, well withi
the company’s 60% ceihing. thin

-~ .
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PPC considering
new cement plant

80 bJnj4qs

Robyn Chalmers

PRETORIA Portland Cement’s
presence 1n KwaZulu-Natal could
extend to a new cement plant at
an esfimated cost of more than
R750m 1if sufficient raw matenals
were found
MD Chive Tasker said at the
weekend PPC was prospecting m
the province for swmtable raw ma-
teriais to allow 1t to meet long-
term demand

If these were found, the feasi-
bihity of bualding a new cement
plant would be studied
+  He said recent industry statis-

| t1cs placed the cost of setting up a

new plant at between R750m and
i R1bn, depending on when the de-
cision to buald was taken

PPC announced last year that
1t was looking 1nto the construc-
fion of a new kiln 1n the Eastern
Cape, but the lack of imestone 1n
the region seemed to have placed a
dampener on these plans

Opening PPC’s regional office
m' KwaZulu-Natal, Tasker said
more than 450 000 tons of cement
had to be 1mported from 1nland to
the province as the group and its
former cartel partners Anglo Al-
pha and Blue Circle could produce
only about 860 000 tons a year

With the cement cartel falling
away completely on October 1
next year, m terms of a Compe-
tition Board ruling, there would
be a major 1mpact on the distri-
bution and price of cement 1n
many areas, he said

“PPC has commiited 1tself to
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keeping 1its factory prices below
the rate of inflation until 1997 as
part of its contribution to the re-
construction and development
programme,” he said

PPC currently had four distri-
bution centres 1n KwaZulu-Natal
— m Durban, Mantzburg, New-
castle and Richards Bay.

Tasker saad these depots had
been supphed from factories in the
north, and most of these opera-
tions had been doing business for
many years as Cooper & De Beer
and Northern Natal Cement Dis-
tributors — both of which were
wholly-owned PPC subsidharies.

To cater for any demand for ce-
ment 1 the province which could
not be met by local production,
PPC intended to use its produc-
tion and distribution capabihity to
serve this market

The group had a capacity of 4,8-
million tons, and the recommis-
sioning of the Dwaalboom factory,
announced recently, was expected
to add about 700 000 tons.



By LLEWELLYN JONES

Johannesburg — Despite a squeeze
on’ margmns, South African
Brewenes subsidiary Plate Glass
and Shatterproof Industries (PGSI)
increased fully diluted earmings
16 percent to 332,8¢ (287,9¢) a share
for the six months to September
Whale turnover rose 15 percent
to R2,1 bilhion (R1,9 billion), operat-
mg profit moved up 6 percent to
R197,7 mallion {(R187,1 rullion)
Ronmue Lubmner, PGSI's chair-
man, said that Glass SA, 1ts largest
operation, had completed a
R150 milhon float tank repair
whach, while coming mn ahead of
schedule and well under budget,
resulted n inevitable disruphions at
the manjufacturing level The plant
was, however, back on budget and

—_—

Abar b [

expected to show good returns fol-
lowmng 1ts update and repair
Despite strong growth mn the
motor industry, price increases in
the mdustry were down, Lubner
sad He said PGSI had fought to
become globally compettive n its
pricing, which had resulted in hight-
ened margms on car glass sales

Demand

The expected flow of benefits
from the RDP had not yet materi-
alised, slowing demand from the
furnyture sector for products from
PG Bison, a PGSI subsidiary that
manufactures and distnbutes board
products

Whle Belron International, the
group’s offshore glass business,
continued to generate INCreasing

revenue, rapid expansion had
squeezed margins More than 30
branches had been added to the
wotldwide network

Fiancing costs rose 57 percent
to R18,9 milhon (R12 million} as
short-term borrowings jumped fo
R340.4 milhon  (R187,7 mullion),
largely to finance the float tank
repair and continued international
expansion The group’s tax bull
dechned some 31percent to
R41,6 mulion mamnly as a result of
the utilisation of assessed tax losses
by foreign subsidiaries

Net attributable income rose
41 percent to R128,6 mullion, but the
increase was largely due to the
redemption of preference shares last
year

Lubner expected the strained
tradmng conditions to persist for the
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rest of the financial year, and there-
fore expected similar earnngs
growth for the rest of the year
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Plate Glass increases p
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| By LLEWELLYN JONES

Lk

Johannesburg — Despite a squeeze
on margins, South African
Brewertes subsidiary Plate Glass
and Shatterproof Industries (PGSI)
Increased. fully diluted earmings
16 percent to 332,8¢ (287,9¢) a share
for the si¥ months to September
While turnover rose 15 percent

| to R2,1 billion (R1,9 billion), operat-

mg profit moved up 6 percent to
R197,7 mulhion (R187 1 million)
Ronnte Lubner, PGSI's char-
man, satd that Glass SA, 1ts largest
operation, had completed a

R150 milhon float tank repair
which, while comung mn ahead of
schedule and well under budget,
resulted in inevitable disruptions at

the manufacturing level The plant
was, however, back on budget and

expected to show good returns fol-
lowmng 1ts update and reparr
Despite strong growth i the
motor mdustry, price increases in
the mdustry were down, Lubner
said He said PGSI had fought to
become globally competitive n its
pricing, which had resulted in tight-
ened margins on car glass sales

Demand

The expected flow of benefits
from the RDP had not yet mater-
alised, slowing demand from the
furniture sector for products from
PG Bison, a PGS] subsidiary that
manufactures and distributes board
products

While Belron International, the
group®s offshore glass business,
continued to generate increasing

b ﬁ/?g

revenue,” rapid expanston had
squeezed margms More than 30
branches had been added to the
worldwide network

Financing costs rose 57 percent
to R18,9 milhon (R12 mullion) as
short-term borrowings jumped to
R340,4 mulhon  (R187,7 mitlion),
largely to finance the float tank
repair and continued international
expansion The group’s tax bili
dechned some 31 percent to
R41,6 million mainly as a result of
the utthisation of assessed tax losses
by foreign subsidiaries

Net attributable income rose
41 percent to R128,6 million, but the
Increase was largely due to the
redemption of preference shares last
year

Lubner expected the stramned
trading conditions to persist for the

gd{;it ;:0 R1‘97.)7m
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rest of the financial yéar, and there-
fore expected sumlar earnings
growth for the rest of the year
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PPC restructured

for post-cartel era

Robyn Chalmers

IMPROVED trading conditions helped
recently restructured Pretoria Port-
land Cement mcrease 1ts earnmmgs a
share 24% to 464,4¢ for the year to the
end of September

Turnover was 22% up at R1,2bn and
operating profit rose to R286 8m from
R243,5m previously, whale preﬁt after
tax grew 27% to R194,7m.

Shareholders had the option of tak-
ing new shares or a cash dividend
equivalent to 205¢ a share, 1ncreasing
the total cash equivalent dividend 14%
to 285¢

Group MD John Gomersall said
substantial changes had been made
within the PPC group durmng the re-
view period to position it for a post-car-
tel environment

“The cement business was reorgan-
18sed mto two regional business units —
coastal and inland — and teams were
put in place with responsibihty for the
performance of these umts

“T'wo cement distributors, Cooper &
De Beer and Fihrers, were imncorporat-
ed mmto PPC Cement and we beheve
that our mmtiatives will stand us mn

@‘B)&ﬁ R_Iii"is
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good stead m the new mmdustry envi-
ronment,” he said

PPC had acquired also the remain-
ing 45% shareholding 1 cement sacks
producer Kohler Sacks to promote a
greater degree of integration with the
cement business

Gomersall said the PPC board had
approved the R74m recommssioning
of the Dwaalboom'quarry and clinker
plant in Northern Province

il
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PPC posts profit

hike despite slow.
RDP take- Off (i73)

¥
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t I
BY DEREK TOMMEY

Johannesburg — In spite of the
slow take-off of the butlding activi-
ties of the RDP the Pretona
Portland Cement group was able to
increase 1ts taxed profit by 77 per-
cent in the year ended September to
R1947 mullion e

Earnings a share.roge 2$pement
from375,1c to 4644c'“w "

I’ anticrpation of an ncigase m
demand, 1t 15 spendmg R219 mullion
on boosting plant: capaml'y by
720000tons ki )

u-ﬂ

‘At PP Cement, lmproveci trad-

g conditions led to its turnover

increasing by 13 percent and profit
nsing 23 percent from R154,9 mul-
Lion fo R191,1 mullion

Inn:reased efficiencies enabled
PPC Lune to increase earnings by
14 percent from a 2 percent nise m
Lime sales

Shareholders have the option of

" taking new shares or a cash dividend

of 205¢ a share bringing the total cash
dividend to 285¢, which 1s 14 percent

higher than last year.

The directors say they have
increased the dividend cover ahead
of an,expected r1se in capital expen-
diture requirements

Group managmg director John
Gomersall says substantial changes
have been made to prepare the
group for a post-cartel environ-
ment, The cement business has been
reorgamused mnto two regional bust-
ness unuts — coast and mland —
and téams have been appomted to
mmplement 1egional sales strategies

Two lading cement distribu-
tor, Cooper and De Beer and
Fihret$,; were mcorporated nto
PP Cement “We are confident that
our wutatves, designed to bring

PPC tloser' to 1ts customers, will
stand'us in good stead,” he says

)ellqg

While delivery of the RDP has
been slower than expected, the
company has continued 1its drive to
develop entrepreneurs n the con-
struction and related mdustxies,
and Imcrease small businesses’
capacity to deliver quality products
and services

Gomersall says that future
prospects are likely to be dominated
by further growth m gross domestic
fixed' investment which 1s forecast
to rise by.8§ percent next year. But at
abotit;.17 percetit of GDF, 1t s stil
low by international standards

The full implementation of the
RDP programme should provide
the stimulus to higher gross domes-
tic fixed mvestment

To meet the expected sustamed
increase n cement demand m the
mnland area, 1t iS recommissionng
the Dwaalboom quarry and clinker
plant in the Northern Province at a
cost of R74 milhon

A second stage costing R145 mul-
lion has also been approved which
will raise Dwaalboom's annual
capacity to 720000 tons and
PP Cement’s capacity to about
5,5 mithon tons

Gomersall says the company’s
Eastern Cape exploration pro-
gramme has proven exploitable
reserves at a number of sttes close to
the Port Elizabeth cement plant

An environmental impact
assessment programme mnyolving
all interested and affected parhes 1s
taking place and a decision 1s
expected shortly 1

The moderrusation and expan-
«10n of the Port Ehzabeth operations
will give the company the capacity
to meet the cement needs of the
entire Eastern Cape region.

Surplus capacity in the early
years after an expansion programme
will be available to boost exports
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Robyn Chalmers
A DOWNWARD trend has emer-
ged 1n cement sales during the
past two months, due 1 part to
slow progress on the reconstruc-
tion and development programme
(RDP) and a tailing off of major in-
frastructural projects

The decline in sales has
sparked fears that cement groups
might not meet their forecast of a
10% mse 1n sales for the year, a
prediction made at the end of last
year when the RDP was expected
to move full steam ahead 1n 19856

The figures, released yesterday
by the SA Cement Producers’ As-
sociation, showed that sales rose
only 3,356% 1 August to 790 088
tons while they dropped 1n Sep-
tember to 760084 tons from
779 968 tons recorded the previ-

ous September

Association business manager
Robin Murray said there was a va-
rety of reasons for the lower sales
figures, but the foremost were the
slow delivery of the RDP and that
projects such as Columbus Stain-
less Steel and Alusaf were nearing
completion

“There also seems to be a cyc-
lical component to the downturn,
as the cement industry tradition-
ally does 1ts best business m the
run-up to the bualders’ holidays, so
we should see some strong sales
coming through in November and
December,” he said

Murray said a further factor
could be the run-up to the local
election, as producers had experi-
enced a fall-off 1n demand during
the two months before the nation-

al election last year

M

sales show downward trend
20 9/i1 /95

A round-up of the major cement
producers showed they were still
optunistic about a growth in sales
for the full year, although a num-
ber belheved they could fall short
of the 10% figure

There was strong growth 1n ce-
ment sales during the first few
months of the year, with mmcreases
of 16% and 12% recorded 1n Jan-
uary and February respectively,
compared with the same months a
year earlier May was a good
month sales soared 27% to
795 022 tons — a nse of 170370
tons over year-earher figures.

Cement producers appeared to
be buulding up a stockpile of ce-
ment due to the lower than expect-
ed sales, with association figures
showmng they had produced 6,6-
milhon tons by end September,
but sold 6,3-mmllion tons




SALDANHA BAY

Huge industrial plans afoo

Residents of Saldanha Bay/Vredenburg will
know within two weeks whether the area
will become SA’s “new Ruhr complex™ A
mynad of downstream 1ndustrial projects
are on the cards for the area once the con-
troversial steel mll, winch was given the
green light last week by the Western Cape
government, opens

All that 1s required 1s a commitment from
steel giant Iscor, which MD Hans Smith
says will be decided on before the end of
the month

Among the proposed projects are
0 A cement factory — Anglo Alpha 1s 1n-
vestigahng 1ts possible mvolvement — utii-
1sing the Corex slag as its major raw ma-

tenal;
0 The erection of a steel pipe manufactur-

ing plant for exports,
Q Stamnless steel rolling facilities of undis-

closed tonnages, at the mnimill, for a thurd

party,
3 A separate cold rolling mull plus coating

plant, with a capacity of 300 000 t/year;
D A separate, but linked, stamniess steel mil

15 also a possibility, and

Q The development of a 3 Mt/year-
6 Mt/year 1ron ore pelletisation plant at
Sishen, 1n co-operation with a Japanese
company Most of the product would be ex-
ported while Saldanha Steel would use
345 000 t/year.

Also on the cards 1s the possibility of n-
creasing the steel mull’s hot rolled coil ca-
pacity to 2,5-3 Mt/year at a much lower
capital cost than the capex required for the
first 1,25 Mt/year. This extension, which
can only be done with the approval of the
Western Cape government and which has
been allowed for in the layout of the plant,
will requure the addition of more wron and
steel making facilities and one or more cast-
ers, says Saldanha Steel

And, once the Kudu gas field off the
southern Namibian coast 1s developed, this
will open the possibihty of new, gas-based
direct reduction wron, steel and related in-
dustries developing 1n the same area.,

Since the iron ore reduction plant would
represent the largest single investment 1n
such a future expansion, tt 1s considered
prudent to place Saldanha Steel at the
location with the highest possibility of hav-
1ng natural ;,ac avatlable towards the turn of
tnc century when such an expansion could
be reahsed. And, by shanng a Kudu gas
pipeline with the Cape Town metropole,
cost effectiveness would be further en-
hanced.

The Industrial Development Corp, which

e

has a 50% stake 1n the steel mill, says the
competitive advantage of having all the
steel-related plants on site at Saldanha Bay
— saving on transport and handhng costs
— would naturally attract both local and
foreign 1nvestors to the integrated, down-
stream manufacturing complex

BUSINESS
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vate-sector development 10 the history of
the Western Cape™ Coupled with this 1m1-
tiative would be a “total environmental and
tourism development plan for the area,”
says Fick

Assistant town planner Jaco Goodwin
says nquirtes have also been recewved from
Austrian business
interests regarding

, 3 the possibilaty of

Meanwhile, Western Cape Planming Min-
ister Lampie Fick has joined forces with the
Vredenburg/Saldanha municipal authority
in asking for a speedy re-assessment of the
industrial development structural gmde plan
for the area — which would provide for

major ndustrial expansion mn the area, fol-
lowing implementation of “the largest pri-

linking the existing
45m barrel Strate-
gic Fuel Fund
crude o1l storage
facility at Saldanha
Bay with a pro-
posed oil refinery
“But, obviously,
such a proposal
wouid be subject to
far more stringent
environmental con-
siderations than
those imposed on
Saldanha Steel,” he
says. Goodwin says the vacant residential
properties on the exising Mossgas property
adjoining the steel plant site — which were
used duning the completion of the Mossgas
steel “jacket” — could possibly be used to
house the thousands of construction work-

ers that wouid be employed 1n completing
the steel plant. “But we are also looking at
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BUNE?—

the possibility of negotiaing 1ts use for a
possible techmcal training college,” he

adds
With the huge Namakwa Sands plant,

just north of the proposed steel plant site,

already a feature of the area’s possible 1n- i
dustrial future, and with harbour expansions |

on the drawing board, Saldanha _Bay’s in- |

dustrial role seems ensured
Stephan Conradie, associate of Cape

Town-based Van Niekerk, Kleyn & Ed-

wards consultants — which has been

bnefed to draft a new mdustrial develop-
ment plan for the area — says approximate-
ly 1500 ha has already been earmarked for
heavy and about 200 ha for hght industnal
zoning 1n the future coastal metropole “We
are also assessing future transport, residen-
t1al, commercial and relaxation land use

needs for the area” |
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Opposition stiffening

Comparison is one of those unpleasantness-
es that chief executives have to learn to live
with

In the case of Plate Glass & Shatterprufe
(PGSI), chairman Ronnie Lubner’s problem
1s that a 16% improvement in EPS at the
haltway stage doesn’t stand up all that well
—— In this 1ssue, for example, the FM re-
ports on Nampak’s 31% increase over a full
year, and many major companies are con-
| sistently reporting bottom line improve-
ments better than 25% for the second
straight year That makes PGSI a laggard

The.real problem hes 1n a nondescript
turnover improvement of only 15%, accom-
panied by operating profit growth of 7%
| This.trading margin has come under severe

pressure a year ago it was at 9,8%, for fi-

nancial 19935 it was 10%, these mterims re-

veal a slump to 9,2%

This has been an unusually difficult six
months, punctuated by the massive planned
tToat tank repair at Springs which cost
R138m (against a budget of R150m)
Though PGSI laid in what 1t thought would
be adequate stocks against the plant closure,
unexpectedly strong car sales left Lubner’s
tcam scrambling Imports became 1n-
evitable, the demand affected exports

A sharp reduction 1n the tax bill (down

HOT COMPETITORS

Sep 30 Mar 31 Sep 30
1994 1995 1995

Six months to

Turnover {(Rm) 18526 1919,8 2124,7
Operating income (Am) 1821 1972 1947
Attributable (Rm) 91,5 1182 128,86
Earnings (c) 2879 3568 3328
Dividends {c) 130 160,0 1490

31%) helped to keep the bottom line re-
spectable This arose from the use of ac-
cumulated deficits in developing the
group’s rapidly growing and now very sub-
stantial offshore businesses

Indeed, PGST’s international vehicle Bel-
ron 15 now firmly established as the largest
segment of the business In hine with 1ts per-
formance last year, Belron accounted for
half PGSI’'s turnover (just over R1bn),
though financial director Mike Read says
it’s caficult at the half way stage to deter-
mine 1ts contribution to attributables Lub-
ner doesn’t think 1t will vary much from
financial 1995’s 38%

Along with almost every other business-

| man, Lubner confesses to bemng surpnsed

by the comparative stability of the rand
against the dollar over the period This
affects Belron’s contribution at every ac-
counting level

In addition, Belron 1s now looking at
stiftening opposition almost everywhere 1t
operates Lubner says this1s understand-
able Clearly, previously entrenched busi-

I nesses watched PGSI's armmval with a be-

nign mdifference
As Belron’s operating methods 1n Europe

and the US began to attract, first, customer

and then 1nsurance company support, so es-
tablished companies with trailling turnover
and lower profits have reacted The com-
petition 18 imbering up and the action 1s
bound to get hotter

All this 1s reflected 1n the balance sheet,
which now shows total borrowings at
R385m, up R134m in the six months (al-
most exactly the cost of the float plant re-
habilitation) This nse is concentrated al-
most exclusively in the short end, an
indication that management believes inter-
est rates will decline over the short term

By PGSI’s calculation, gearing 1s now
38% — 1t was 24% six months ago, and
though 1t 1s substantially below what the
company calls 1is self-imposed restraint of
60%, this 1s a level which attracts attention
Though the cash flow 1s strong (around
R500m a year at trading level), debt of this
kind affects the income statement (up near-
ly R7m 1 six months) and impans the bal-
ance sheet

Lubner sounds a little brighter about sec-
ond-half prospects While he won’t commut
himself, the chances must be good for EPS
m the next six months of about 450¢ That
will take the 1996 financial year to EPS of
about 780c — an improvement of around
21% over 1995 Since this virtually level
pegs the historic and forward pes, 1t 1s a
view the market clearly shares But it 15 a
bit pricey 1n my book David Gleason
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‘Minorco buys out east

Rl N S

By DEREK TOMMEY 1o

L. %

Johannesburg — Minbrco, the offshore arm
of Anglo American, has made another
major mvestment 11 2 CONS{UCION materials
company 1 the former East Germany — 2
country regarded these days as a bulder’s
and constructor’s paradise

It 1s buying a 100 jpercent equuty interest
n  Kies-und-Natursteinbetriebe  Leipzig
which quarries sand, gravel and hardstone
for DM61,5 mallion (R160 million)

The acquisthion will make Munorco the
largest sand and gravel wEmﬂnmu_H. in eastern

P

Germany 14 #
AT the moment m‘_ﬁ_..m 1s an almost over-
_ )

whelmung backlog of construcion work
castern Germany The German federal gov-
ernment 15 determimed that the reconstruc-
tion will go ahead and recently mcreased
taxes to finance 1t

Minorco, which already has two compa-
ntes 1n East Germany producing hme and
construction materials, says 1t will retam the
quarrier’s existing management The com-
pany has quarries at Klemnposna and Luppa
near Leipzig

Minorco says its operations have an
excellent geographic fit with its existing
busmesses m the region — Elbekies, which
operates at Prettn and Mubhlberg, and
Lausitzer, which 1s at Osshing These two

busmesses riow have state-of-the-art equip-
ment and are well managed

Sales prospects are bright Leipzig 15 the
second largest construction site 1n Europe
after Berlin and 1s undergomg an important
redevelopment programme Major projects
totalling DM12 billion have been comumis-
sioned, mcluding a new trade farground,
significant private housing refurbishment
and new home construction

Hank Slack, Minorco's chuef executive,
says the group 15 delighted to have succeed-
ed m making a further acqusiion i the
mdustrial mnerals division, parhicularly
one whch 15 a logical extension to 1ts exist-
mg, successful German operations
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By Isaac Moledi

PRETORIJA Portland Cement has
opened 1ts first blending plant and cus-
tomer service centre at 1ts largest fac-
tory,-Slurry, m the North West
The opening of the centre, accord-
mg to n}a{laglhdg director Mr” Clive
" Tasker, 1s mmed at gearing PPC to
becoming more competitive and cus-
tomer-onientated when the cement car-
tel 1s phased ont
This will result i the deregulation
of the cement 1ndustry
PPC and 1ts two rivals, Blue Circle
and the Anglo Alpha, have been mem-
bers of the cement cartel that has been

mstrumental 1n regulating the cement

industry
Tasker says the openmg up of
the  industry demonstrates PP(’s

lant

comnutment to change bl/ putting the
infrastructure 1n place to meet mdus-
try’s demands 1 future in South
Africa

The new blending plant will enable
the factory to produce a range of
blended ceiments suitable for various
applicatioris The opening of the plant
1s projected to create about 300 jobs 1n
the North West

In lus opening address, North West
premier Popo Molefe, whose Pre-
mier's Education Trust was presented
with R5 000, described the project as
an encouraging sign -

Molefe challenged all role-players
in the economy to devise strategies
through which economic growth ‘wili
be accompamed by a reduction “Of
poverty and 1nequaltty , while' Also
creating jobs,

b o e
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Struggling over debt

Activities: Quarrying, beneficiating and exporting
agranite

Control: Gencor

Chairmuon: FJ P Roux MD H J Laas

Capital structures 7im ords Market capitah-
sation R192m

Share market: Price 270c Yiields 4,6% on
dividend, 6,6% on earnings, p e ratio, 15,1 cover,
1,4 12-month fugh, 650c, fow, 270¢ Tradming volume
last quarter, 1,56m shares

Year to June 30 92 93 91 95
ST debt {Rm} 58,7 588 863 774
LT debt (Rm} 49 29 2,5 296
Debt equity ratio 81 073 057 0,76
Turnover (Rm) 1914 1957 250,2 3835
Operating profit (Rm) 16,9 88 220 27,2
Pre-tax margm (%) 7.7 39 5,6 4.6
Earnings (c) 26,2 86 193 238
Dividends (c) 200 ml 150 16,5

Can the gramite business ever be the same
again”? The short answer 1s probably not
Peopled originally by characters larger than
life, the granite industry was typified by
rough-hewn men whose companies made
fortunes overmight and which fell on hard
times just as rapidly

In SA, the business took on one aspect
which made 1t unique shares 1n these com-
panies were listed on the JSE and 1t became
possible for investors to participate in the
vagaries of an industry as much mvolved
fashion and trends as Cailvin Klein What 1s
different, smelis aside, 1s that cutting pieces
of stone 1s usually a famuly busmess Try
buying nto the big operators in Carrara, for
example, and watch the doors shutting

In this country the industry has moved
from entrepreneur to institutionalised
respectability through, first, a graduation to
the JSE’s lists and then to ownership by the
mining houses The trouble with this pro-
cess — which has been undemably good for
the onginal operators — 1s that it takes no
account of the essential underlying nature
of the business

It 13 probably fair to say the gramte n-
dustry was 1n 1ts heyday when 1t was pos-
sible to “boulder hop,” to extract good gran-
ites from conveniently sited granite tors
Most of the good koppres have gone and the
quarrying game 15 On in earnest — cOm-
paratively hi-tech with diamond wire line
cutters and jumbo drll rigs The old propo-
sition that granmite quarrying was an art form
has been submerged 1n mining, rehabihita-
tion and nstitutionalised correctness

The acknowledged industry leader 1s Kel-
gran, over which Gencor now exercises full

T
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control I doubt, though, that chairman Fred
Roux would consider this to have been an
unalloyed pleasure The real struggle has
been where 1t so often missed, n the bal-
ance sheet Gencor-appointed executives
have had to mnstitute corrective action 1n
four areas change depreciation {now
straight line), provide fully for leave pay,
establish a sinking fund for rehabihitation
and, perhaps most tmportant, bring dis-
counted receivables on to the book as con-
tingent habilities

The 1mpact of these changes shows prin-
cipally 1n the debt, which stands at R107m,
after offsetting cash of R46m, this 1s a net
R61m Gearing 1s 76% and this single
statistic underlines the granite industry’s
real weakness Every company listed in this
sector suffers the same handicap — only
Marlin has addressed the problem through a
rights 1ssue (and change of ownership)

As Roux says “The reduction of debt 1s
an absolute prionty for the company” As
usual, the choices are to trade through the
problem or to recapitalise through a nghts
1ssue The silence suggests the method
chosen 15 the tougher alternative of cutting
costs, pushing up volumes, collecting out-
standings faster But that also means, 1f 1t 1s
successful, that cash which might be paid to
shareholders will be retained to repair
balance sheet damage

No-one doubts the commitment made by
MD Henry Laas and a professional team
But the 1ssues which have not been resolved

FrasT] ey

compames 0000000000000

are not confined to the company’s financial
sttucture A bigger controversy 15 whether
cutting and selling granites 1s really the
kind of business Gencor {or Anglo Amer-
1can for that matter) should be 1n at all

[ ask the question because 1t seems an
awkward fit for multinational mining com-
panies This 1s essentially a farmly business

to which the Italians particularly bring gen-

erations of entreprencurial spint and care-
fully cultivated skills This 1s why, after
three mllenma, Carrara 15 still the world’s
stone cutting and trading centre

The counter 1s at its low for the past 12
months — 275c¢, a long way off its lugh of
650c A pe of 15 may be hearteming for
shareholders but 1s too rich in the circum-

stances David Gleason
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Paper grouﬁ -
to cha]lenge

Sappi, Mondi
Gy

By Rnss HERBEF.T
4S5
]Dhannes )A%Z ership of

Swedish and British paper mter-

ests will officiaily open marketing

operattons m South Africa tomor-

row to, challenge Sappi and

Mondr's domunance of the local
aper market

Ekman Liebig, a R3,5billion
Swedish trading firm specrahising
i forest products, formed a joint
venture with Pap-Print of the
United Kingdom and Jo Haden-
Smuth, a Johannesburg-based
entrepreneur and paper-industry
veteran.

Ekman Liebig operates n
more than 100 countries The part-
ners iuhally commatted R1mul-
hon to establishing marketing
operations .

Steve Leo 15 the managing
director’ of the venture, Ekman
Pulp and Paper SA “We're trying
to open up the whole market It
has been dominated by Sappi and
Monds,” he said

Leo said the company wuuld
inttrally avoid hugh-volume, low-
margin  busmess such  as
newsprmt

It will focus on packaging,
papers, white bond, Iiner board,
fluting, craft, coloured papers and
specialty papers such as self-
adhesives

Leo said the company would
import products from around the
world He said Ekman could com-
pete on price despite dutes and

would be able to offer more van-
ehes and quality

Analysts said they doubted
the venture would make a signfi-
cant dent in the domnance of
Sapp1 and Monds, but would have
signtficant latitude 1n specalty
paper markets
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Top brick manufacturer donates a.
million bricks for rebuilding project

-y

éy Joshua Raboroko

OCAL BUILDERS are leading the
R40 muilion project of rebuild-
ing homes destroyed by pohucal
violence 1n Soweto, Alexandra
and Vaal Tnangle townships 1in Gaut-
eng
In addiion to the mvolvement of
local contractors the project is expect-
ed to create more than 200 jobs for
local commumties 1n the areas con-
cerned
Corobrick. a clay brnick manufactur-
er, has helped the commumties 1n the
areas by donating one million bricks to
the Gauteng s housing mmuiatives to
repair homes which were destroyed in
political violence, MD Mr Peter du
Trevou saxd at the weekend
Deputy general secretary of the
National Black Contractors and Allied
Trade Forum Mr Joe Magagule said
that the programme would help local
contractors to create jobs for therr
communities
The move by Corobrick, he sad,
was part of the ongoing process taken
by the private sector in an attempt to
engage local contractors in the RDP

projects He was optimistic that more
compantes would take part 1n similar
or other building projects

Du Trevou said that particular
aticntion was paid to mvolving local
communities 1n the programme Local
contractors were used for the project to
empower them economucally

“This project 1s part of the Gauteng
government’s plan to restore Life 1n the
communities after the devastating
effects of violence We would like to
facilitate the process of bringing peo-
ple together as part of the community
and nanon-building programme.” he
said

Gauteng Premier Mr Tokyo
Sexwale said the contnbution by Coro-
brick showed the pnivate sector’s sup-
port for the principles of the RDP to
reconcile commumties and provide
affordable housing with basic ameni-
ties to all

He said “We intend to do a survey
1n these areas to determune the most
cntical building needs and the recon-
struction costs 1nvolved As these
needs will vary from area to area a
phased approach will be used 1o
rebuild homes °
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Ketter’s earnings rocket 56%
as world granite demand

By mefmm MATHEWS

Johannesburg — Raising  produc-
tion efficiency to meet strong world
demand for gramte contributed
towards independent producer
Ketter Grarute Holdings increasing
earrungs a share by 56 percent to
7,61c mn the year to September, com-
pared with an annuahsed 4,87¢c m
the same pertod last year

The group went public in March
1994 through a reverse hsting into
the Racy Group Holdings’ cash
shell

Ketter’s results for the twelve
months to September 1994 mclude
about three months of Racy, so are
not strictly comparable

Ketter’s turnover surged by
127 percent to R26,7 million on
which operating income grew by a
similar percentage to R6,1 mullion

Finance charges trebled to
R2,4 mullion
Managmg director Ofer Porat

said higher borrowings and finance
charges resulted from greater work-
Ing capital requirements to meet the
sharp surge i turnover Working
capital requirements for this ndus-
try are heavy because of a lag,
sometimes of several months,
between quarrymg and payment
from customers
Gearing 15 now 40 percent and

options are bemng considered to
finance what 1s expected to be
contmung growth Another rights
1ssue 18 an ophion, but not the “ulir-
mate option,” Porat said

- Tax;was zero because the group
had dssessed losses and should not
be payable for about two years
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56 percent mcrease in the group’s earnings

Attributable earnungs more than
doubled to R3,7 mullion, but the
increase i earnings a share was less
because the number of shares m
1ssue grew as a result of a nghts
issue n March this year

The dividend was passed to
conserve resources for the growth
expected mn the coming year Porat
said new equipment had been
bought 1n the past year and was
being used successfully in the quar-

PHOTO JOHN WOODROOF

ries, where the group was using
solid formation quarrymg, with
hugher efficiencres and better yields

The world market for the black
and red grarute from South Africa,
which 1s the focus of Ketter's bust-
ness at the moment, 13 boomng, but
compehtion from all over the world
1s also mncreasing Porat said it was
critical for South African producers
to work together to improve their
competitiveness




Kefter is probably e
companies to reveal the firmer trend devel-
oping for the mdustry Its prelumnanes for
financial 1995 certainly underline a
strengthening market.

The company has undergone a metamor-
phosis this year, and a,successful nghts 18-
sue of R7,1lm has given substance to the
balance sheet. Though the cash position
1sn’t revealed, gearing 15 2 comparatively
respectable (for the grante busiess) 40%

Ketter produces black (from Belfast) and
red (from Potgetersrus), 1S red granite 18
the big money Sspinnex, with large blocks
seling mto a firm and expanding market,
especially 11 the Far East Black gramie,
which fell sharply out of favour Iwo years
ago, 1S eXperencing a revival

Results for the full year arc cheerful
rarnover has rocketed to R26,7m, the op-
erating margin has lifted to nearly 23% and

EPS of 7,6¢ 1s acceptable enough, though a
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little less than some analysts expected
What will not escape notice 15 that the div-
1dend has been passed. some bland lan-
guage talks of conserving resources, but
this merely cloaks management’s anxiety to
ensure the capital expenditure programme
1s brought to account without accident.

In summary, this 1s 2 small company well
positioned to deliver reasonable results over
the next two years, At 60c, the p.e on these
results 1s nearly 8§ — probably a bit rich but,
1f you are determined to participate 1n gran-
ite, this 15 as good a spot as any on which to
drop your chips. David Gleason
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PRETORIA PORTLAND CEMENT
Preparing for the contest
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Aclivities: Manufactdres and distnbutes cement,
iime and hmestone progucts
Control: Bariow 60,2% / ?3)
Chairman: W A M Clewiow J E Gorflersall
Capital structure: 42,3m ords Market capital-
isation R4,19bn
Share markel: Price 9800c Yields 2,9% on
dividend, 4,7% on earnings, p e ratio, 21,3, cover,
1.6 12-month high, 11 200c, fow, 8 400¢ Trading
volume last quarter, 635 122 shares

Year to Sep 30 92 93 94 95
ST debt (Rm) 0,04 134 240 317
LT debt {Rrn} 2300 565 631 283
Shareholders' interest 062 060 055 0,54
Return on cap (%) o06 200 206 195
Turnover {(Bm) 667 930 1026 1248
Pre-int profit (Rm) 197 220 250 296
Pre-int margin (%) 082 228 239 232
Earnings (c) 265 300 375 465
Dividends {c) 195 2156 260 285
Net warth (c) 1459 1622 1632 1925

As the largest cement producer i southern
Africa, Pretoria Portland Cement (PPC) 15
readying itself for the challenges of a free
market

| Though the cartel will cease operating
| only in October next year, one analyst ex-
pects prices to start reflecting the change
from January The annual report details the
moves group MD John Gomersall and his
l management have set in train to handle the

situation, including a restructure 1nto
coastal and mland business umits, acquIring
100% of Kohler Sacks and the reorganisa-
tion of transport operations

|  Turnover rose 22% to R1,2bn on an in-

COMPANIES

M

I crease m volume of 13% Companson of

annual performances 1s rendered more com-

| plicated by the restatement of figures as ac-

counting standards change In 1994, jowunt

| ventures were consolidated and prior years
' restated, this year, turnover figures have

heen restated to exclude cement distribution
sales within the group The net effect ap-
pears to be to hift the operating margin

EPS rose 24% before exceptional items
and 14% after Chairman Warren Clewlow
pomts out that dividend cover 1s nsing 10
cover capital expenditure and future expan-
ston, though 1t’s still only 1,6 times

Increased capex 1s also expected to de-
plete cash holdings — R256m at year-end
— and m turn reduce 1nterest 1ncome

At the divisional level, cement produced
64% of turnover and 60% of profit before
mterest and tax (PBIT), lime contributed
| 17% to turnover and 23% to PBIT and -
vestments 19% and 17% respectively

PPC’s adaptation to the break-up of the
cement cartel next October has been rela-
tively smooth The group 1s now operating
at about 82% of total capacity and should
be good for the next couple of years

It plans to add another production source
by recommussiomng the Dwaalboom quarry
and clinker plant at a cost of R70m This
| will bring capacity usage to 71% at current
market activity Dwaalboom has a capacity

| of 600 000 t/year and has been 1dle since 1ts

completion m 1985 A further R145m will
be spent in 1997 on building a orinding
plant, silo and packing facilities at the site
The Lme division has had 1ts own chal-
lenges, as the agreement with Union Lime
ended 1n May “eluminating lime 1ndustry
sales quotas and pricing policies,” says
Gomersall Negotiations with customers

| over new arrangements are In progress and

instability 1n the market has been minimal
Nonetheless, pricmg levels are difficult to
predict for next year

Sales and distribution services have been
refocused by merging subsidianes Cooper
& de Beer and M Fihrer & Son with PPC’s
own operations This will help contawn dis-
tribution costs, which are increasing for all
cement manufacturers as they prepare their
own distribution systems

Prospects look good for the cement -
vision, though Clewlow thinks the lime
bustness will actieve lower growth Com-
petiion may heat up 1n Gauteng — sup-
phed by all three cement companes — but
there are effective regional monopolies
countrywide which may continue to operale
in the short term However, the struggie for
market share 1n a free industry may change
that Because cement is a high-volume,
low-value commodity, geographic location
and transport costs are important

A year ago, the share price had hit R110,
it now stands at a more realisuic R99 The
price has fallen largely on the RDP persis-
| tently faihng to materialise

Margaret Anne Heulse
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DOMESTIC cement sales staged a
good recovery in October after a
downward trend over the previous
two months left analysts con-
cerned that growth for the year
would not meet predictions

» However, analysts said the 1m-
proved sales in Octeber boded well
for annual sales as the cement -
dustry traditionally did its best
busmmess 1n the run-up to the
builders’ hohdays

" Latest figures from the SA Ce-
ment Producers’ Associalion
showed cement salesrose 7,17% to
797 065 tons during October from
743 728 tons during the same
mbnth in 1994 This brought total
sales for the mne months to end
Ottober to 7,1-mullion fons from
6;p-mlhon tons for the mmne
months last year

.- Sales for the nine-month period
had icreased 8,46% over the pre-
vious comparable period — still
short of the 10% predicted at the
beginming of the year by the as-
§ociation when the reconstruction
and development programme

(RDP) was expected to move
ahead in 1995

.. -Association business manager

Domestic cement sales (tons)
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Robin Murray said the lower-
than-expected sales for the nine

months were due to a number of

reasons, but the primary factors
were the slow dehivery of the RDP
coupled with the tatling off of ma-
jor infrastructural projects

There was also a cyclical com-
ponent to the downturn, he said,
as improved business could be ex-
pected 1n November and Decem-
ber when sales traditionally 1m-
proved for cement producers

Analysts said that while pubhic
authorities had failed to live up to
development expectations of so-
c1al infrastructure such as climes,
schools and housimg, this was ex-
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Upswing in cement sales
des well torp

D 20
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pected to 1mprove neéxt year

In additron, as cement sales
were closely linked to the level of
gross domestic fixed investment,
analysts expected sales to benefit
from mereased mvestment in 1n-
frastructural development

There were strong expectations
from cement producers that the
RDP would kick off 1n 1996 and
cement sales would be boosted
over the next few years '

Blue Circle CE Carl Grim saxd
while RDP spending had started
slowly, its acceleration was 1n-
evitable particularly in the years
leading to the next general elec-
tion He said this was indicated by
Blue Circle’s planned profit
orowth and capital expenditure
programme of R875m over the
next three years

Pretoria Portland Cement and
Anglo Alpha had also recently out-
lined plans for significant: expan-
sion and capital expenditure 1n
the future

However, slower than expected
demand during 1995 had led to ce-
ment producers building up a
stockpile, with association figures
showing they had produced 7,5-
million tons by end October but
sold only 7,1-milhon tons -
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Upswing in cement sales

bodes well for

Robyn Chalmers

DOMESTIC cement salesstaged a
good recovery in October after a
downward trend over the previous
two months left analysts con-
cerned that growth for the year
would not meet predictions

However, analysts said the 1m-
proved sales in October boded well
for annual sales as the cement 1n-
dustry traditionally did 1ts best
business 1n the run-up to the
bulders’ hohdays

Latest figures from the SA Ce-
ment Producers’ Association
showed cement sales rose 7,17% to
797 065 tons during October from
743 728 tons during the same
month 1n 1994 This brought total
sales for the mne months to end
October to 7,1-million tons from
6,56-mllion tons for the nine
months last year.

Sales for the mne-month period
had increased 8,46% over the pre-
vious comparable peried — still
short of the 10% predicted at the
bemnnming of the year by the as-
sociation when the reconstruction
and development programme
(RDP) was expected to move
ahead 1n 1995

Association business manager
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Robin Murray said the lower-
than-expected sales for the mne
months were due to a number of
reagons, but the primary factors
were the slow delivery of the RDP
coupled with the tathng off of ma-
jor infrastructural projects.

There was also a.cychecal com-

ponent to the downturn, he said,
as improved business could be ex-
pected 1n November and Decem-
ber when sales traditionally im-
proved for cemeniﬁmducers
Analysts said that while pubhe
authonties had farled to live up to
development expectations of so-
c1al astructure such as clinics,
schools and housing, this was ex-

progugers

pected to 1mprove next year

In addition, as cement sales
were closely linked to the level of
gross domestic fixed investment,
analysts expected sales to benefit

from mereased investment 1m 1in-

frastructural development

There were strong expectations
from cement producers that the
RDP would kick off in 1996 and
cement sales would be boosted
over the next few years

Blue Circle CE Carl Grim sand
while RDP spending had started
slowly, its acceleration was 1n-
evitable particularly mn the years
leading to the next general elec-
tion. He said thas was indicated by
Blue Circle’s planned profit
growth and capital expenditure
programme of RB75m over the
next three years. -

Pretona Portland Cément and
Anglo Alpla had also récently out-
hined plans for sigmficant expan:
gion and capital expenditure I
the future.

However, slower than expected

- demand dunng 1995 had led £o ce-

ment producers building up a
stockpile, wath assocraton figures
showng they had produced 7,5-
mailion tons by end October but
sold only 7,1-mlhon tons

Egoli Consolidated

South East Rand Gold
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Anxiety looms as Dura and
émm@mo% 1Opose

By Isaac Moledi

CONCERN 1 growing in the building
industry over the formation of a joint
venture between Metkor Group sub-
sidiary Wispeco and Dura Press to
merge both compames’ (steel frames)
1nto one company

The Wire Industries, Steel Products
and Engineering Company (Wispeco),
sald to be among the biggest manufac-
turers of window and door frames 1n
the country, announced last week that
1t had withdrawn from the steel frames
industry manufacturing to form a joint
venture company with Dura Press

Dura 1s also understood to be one
of the biggest companies 1n the steel
door and window frames market

Wispeco sales and marketing direc-
tor Evert Swanepoel said last week that
the company's branches around the
country would change to alumumuam
window and door frames, except for
steel door frames where the local mar-
ket was only for steel

Sources close to Sowetan said thas
week that the move has raised serious
concern among other stakeholders as
both compames are known to be the

F-r-ll|||

3
counftry s tiggest frame manufacturers
accounting for about 80 percent of the
market between them

They described as ridiculous,
Swanepoel’s statement that the com-
bifled market share of the two compa-
nies * was more like 30 percent”

Iscor, which supphies steel matenal
to Wispeco also refused to comment
on the market share of both companies

Iscor’s market development techni-
cal adviser Bradley Cronge told Sowe-
tan that lis company would not say
what Wispeco’s market share was as
this was a confidential matter between
Wispeco and his company

Empowerment

Market sources said they viewed the
move as monopolising the industry
which would have serious imphcations
for the reconstructton and develop-
ment programme, market competitive-
ness and the empowerment for small
business

Other stakeholders and mterested
parfies in the industry have not been
told, according to the source ... .,

Master Builders Association, of
which Wispeco 1s 1fs 800th member,

¢

N\\\N

together with bodies that buy the com-
panies’ products, said they were not
informed about the joint venture and
only saw 1t in the Press
The source, who preferred not to be
identified, alleged that the industry
doubted the establishment of a joint
venture company as there had been
“