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Due to lower inflation, the construction industry has boomed. Explain how this has happened:
	




Explain why the exact same economic environment has had a negative impact on the mining industry:
	 




How has the stronger Rand and lower inflation impacted your organisation in terms of the cost of goods or services?
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LYNDA LOXTON

Cape Town — The construction
industry had been boostgd by a
steady increase in public sector
spending on infrastructure but it
had been badly affected by lower
capital expansion by mining com-
panies because of the strong rand
and transport problems, the Con-
struction Industry Development.
Board reported.

The board, formed by the de-
partment of public works in 2000

to guide the construction indus-
try into development and
empowerment prciects, said in its
2003/04 annual report tabled in
parliament that the construction
industry was performing “at its
best levels for more than a
decade”.
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Absa soars on talks with Barclays

From REUTERS

Johannesburg - Britain's Barclays yes-
terday signalled a refurn to retail
banking in South Africa after an ab-
sence of 18 years, saying it was in talks
to buy a controlling stake in Absa, the
country’s biggest retail lender.

Absa, worth around $6 billion
(R38.51 billion), would give Barclays
options for growth in commercial
lending, corporate banking and
‘bancassurance, but its retail network
was the biggest prize, a Barclays
spokesperson said yesterday.

Barclays was the biggest bank in
South Africa before it pulled out in

1986 during the apartheid regime. It
sold its business for a loss after British
students, Oxfam and Oxford colleges
boycotted the bank because of South
Africa’s apartheid regime.

Barclays, Britain's third-biggest
bank, has had a business in Africa
since 1921 and has a presence in 10
countries there. South Africa is the
hub of economic activity and trade on
the continent, and the deal would fit
Barclays' plan to boost its share of
profit from outside Britain.

News that Barclays wants to make
apartial uffer, after weeks of rumours,
propelled Absa shares to a fresh all-
time peak, valuing the bank at more

than R40 billion ($6.2 billion).

The rand also pushed back to six-
‘week highs on the prospect of billions
of dollars in foreign currency flowing
into the country from Barclays.

Absa, which has 31000 staff and
assets of R307billion, reported a
21 percent rise in headline earnings a
share in May, which exclude gains
and losses from financial instruments
and extraordinary, non-trading and
capital items. B

Major Absa shareholders, includ-
ing the biggest, insurer Sanlam, said
they would be happy to consider an
offer, with one suggesting 2 minimum
premium of 10 percent.

Barclays said the talks were at an
early stage, but it did not expect to
issue ordinary shares to fund any deal.

South  Africa’s government,
which will ultimately decide whether
the deal goes ahead, said it had not
‘been approached.

Both Absa, which said earlier in the
day it was in talks with an unnamed
suitor, and Barclays said the talks were
not advanced enough to require an
approach to regulators, which would
Thave to approve any transaction.

Absa shares surged R2.25 to R62.75.
The banking sector Was up 1.44 per-
cent. Barclays' shares were down
4.1percent to £5.22, making it the

biggest loser on the FTSE-100 index of
top UK firms.

Absa is an attractive target since it
would be less complex to buy than
TirstRand, which has insurance cross-
holdings, analysts said.

“In terms of an existing retail and
customer base, which could be exploit-
ed, it makes sense .. [and] its
price:earnings ratio is slightly cheap-
er,” an analyst said, adding Absa’s for-
‘ward ratio was seven times earnings.

A British link-up could be of inter-
est to Absa since it does not have much
of a foreign footprint.

Shares in insurer Sanlam, with a
21 percent stake in Absa, raced to a

three-year high of R10.47, up 48c.

A potential deal could allow the
company to remain on the bourse, giv-
ing it more chance of gaining approval
from regulators, said Neville Chester
of Coronation Fund Managers.

“If they want to get minorities on
board I think they will have to offer a
premium to the market, somewhere in
the order of 10 percent minimum to
where it's trading currently” he said.

Other major shareholders include
Remgro, which owns 9.4 percent,
Public Investment Commissioners,
with 8.7 percent, Investec Asset Man-
agement, with 5 percent, and 0ld Mu-
tual Asset Managers, with 4.2 percent.




