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BUSINESS BRIEFING

Acquisition approval
lifts Datacentrix
STAKE Datacentrix rose 4.65% to R4.50
yesterday after the Competition Tribunal approved
Pinnacle Technology’s acquisition of a 34.9% stake
on condition that Pinnacle does not disclose
commercially sensitive customer information to
Datacentrix. Pinnacle agreed to the conditions.
The commission said it viewed the deal as a
hostile takeover because it had not been
recommended by the board of Datacentrix to its
shareholders. The deal would give Pinnacle
material influence over shareholders’ votes and
therefore control over Datacentrix. Thabiso Mochiko

Tau Lekoa news lifts Village Main
SHARES Village Main Reef rose 12.5% to 45c
yesterday after reporting record gold production
at Tau Lekoa mine for the September quarter, up
33% from the June quarter, generating cash of
R156m in the period. Gold production costs from
continuing operations fell 11%. Staff Writer

BSI Steel loses director
BOARD BSI Steel said yesterday that executive
director William Ross Teichmann had resigned
from the board with effect from October 30 to
pursue other interests. Mr Teichmann will remain
with the company for a limited period to ensure a
smooth handover process. The company thanked
him for his contribution over the past 20 years.
Staff Writer

AVI first-quarter revenue rises
RESULTS Food producer AVI said yesterday
that revenue for the first quarter ended
September for continuing operations was 9.8%
higher than in the corresponding period last year.
But the group’s consolidated gross profit margin
was reduced slightly on the effect of a weaker
rand in a “challenging consumer spending
environment”. Staff Writer

Wescoal secures Investec funding
LOAN Wescoal Holdings said yesterday that it
had secured funding for the Macphail and
properties acquisitions. Wescoal and its subsidiary
Blanford secured R79m from Investec for the
acquisitions. Wescoal’s subsidiaries, Chandler Coal
and Wescoal Mining, separately secured R100m
from Reichmans to fund the working capital
requirements of the acquisitions. Mark Allix

Trustco expects higher earnings
FORECAST Trustco, a micro financial services
firm, said yesterday the group’s earnings per
ordinary share for the interim period ended
September are expected to be between 15% and
25% higher than in the period last year, and
headline earnings per ordinary share are expected
to be between 50% and 60% lower when
compared with the earlier period. Staff Writer

StratCorp raises R1.32m
CAPITAL StratCorp, an investment holding
company listed on the AltX, said yesterday it had
raised R1.32m in capital by issuing 25,882,353
ordinary shares for cash at 5.1c per share. This
was a 8.8% discount to the 30-day volume-
weighted average price for the period ended
October 23. The listing was approved with effect
from October 28. Mark Allix

Nedbank on sustainability i n d ex
RANKING Nedbank has been included on the
Dow Jones sustainability index for this year, the
ninth consecutive year the bank has been listed on
the index, Nedbank said yesterday. Sue Blaine

Company News

Chinese seek ‘access to resources, not control’
CHARLOTTE MATHEWS
FM Senior Writer

CHINESE investors in Africa are no
longer seeking to control resources
as they did 10 years ago. They now
take smaller stakes and provide
financing that still gives them access
to the resource without ownership,
the GM for Africa of The Beijing
Axis, Dirk Kotze, said y e s t e r d a y.

Mr Kotze told the 2013 Joburg
Indaba: Investing in Resources and
Mining in Africa conference in Sand-
ton that investment in resources by
private Chinese investors at an

equity level was also increasing.
Generally, Chinese investors

were favouring mining projects that
were quite far advanced rather than
greenfields ventures.

Despite perceptions that the Chi-
nese have invested heavily in Africa’s
resources sector, Mr Kotze said Chi-
nese investments were far greater in
developed countries, where informa-
tion was available and the risks were
lower, particularly Australia, the US
and, in the past couple of years,
Brazil. The perception stemmed
partly from the presence of a large
number of Chinese contractors in

Africa, on the back of Chinese loans,
but this was not direct investment.

Business Leadership SA vice-
president Michael Spicer said Chi-
nese resources companies in Africa
had learnt quickly about mining and
human resources management. The
value of Chinese trade with Africa
last year was $200bn, which had
doubled in five years. Of that, $20bn
was direct investment and $30bn
was loans.

Paul Smith, the chief operating
officer of Wesizwe Platinum, which
is 45% owned by China-Africa
Jinchuan, said the development of

the company’s Bakubung Platinum
Mine, near Rustenburg, was bene-
fiting from Jinchuan’s leading-edge
technology. Jinchuan Group, head-
quartered in Gansu province in
northwest China, is the world’s
fourth-biggest integrated nickel pro-
ducer and it also has skills in pro-
cessing platinum group metals.

Mr Smith said an important area
for the South Africans to understand
was the strategic intentions of
Wesizwe’s Chinese shareholders,
which was not easy because of dif-
ferences in language and business
culture. The South African platinum

industry was also opaque and a lot of
time was spent in discussing the
structural constraints in the sector.

“The Chinese take a different
view from a Canadian investor, who
wants to push up the share price and
exit,” Mr Smith said. “The Chinese
investors’ focus is on the metal.”

Mr Kotze said it was impossible to
predict how long Chinese demand
for resources to feed infrastructural
development would continue. But
China’s growth rate of 7%-8% rep-
resented similar volumes of demand
for resources to when the economy
was growing at 14% several years ago

and the long-term growth trajectory
remained intact. Despite growing
consumption demand in China, it
would not replace heavy industrial
demand in the near future.

Mr Spicer said political stability in
Africa was no longer the biggest con-
cern of foreign investors. Now the
risk was economic policy certainty
and security of tenure.

In Southern Africa, crime and
corruption were  of particular con -
cern as in some countries the crim-
inal justice system had been under-
mined for political ends.
m a t h ewsc @ f m .co. za

Pepkor performance outshines listed peers
Despite tough conditions, Brait increases value of its Pepkor stake, writes Marc Hasenfuss

I
T’S clear from the latest Brait
investment presentation that
the delisting of fashion retailing
conglomerate Pepkor in 2004

robbed the JSE of an outstanding
consumer business.

The Pepkor that has emerged
nine years later is vastly different to
the listed company of 2004. Not only
has Pepkor shifted strongly into
African and international markets,
but it has also diversified its core
fashion offering to successfully
include cellular sales and other non-
clothing accessories.

Investors these days can only
access Pepkor — which still has
prime mover Christo Wiese as a
major shareholder — via investment
company Brait. Pepkor anchors
Brait’s investment portfolio, repre-
senting — with a conservatively esti-
mated value of R10.15bn — almost
60% of net asset value (NAV).

In a tough trading environment
where listed fashion retailers have
been battling to achieve double-digit
sales growth, Brait was comfortable
increasing the value of its Pepkor
stake more than 30% at the end of
September. While this may raise
eyebrows, Brait’s latest investment
presentation (covering the half-year
to end-September) convincingly
breaks down Pepkor’s year to end-
June performance to justify the
marked increase in value.

Pepkor — trading mainly through
Pep Stores and Ackermans in SA,

Pepco in Eastern Europe and Best &
Less in Australia — pushed up sales
27% to R33.6bn.

The company traded on a margin
of 11.2%, and pumped up pretax
profit 31% to R2.88bn. Cash flow
from operations was 13% higher at
R3.75bn, which represented a
reassuring 99.9% of earnings before
interest, tax, depreciation and
amortisation (Ebitda).

P e p ko r ’s operating performance
makes most of its listed peers — most
notably credit fashion retailers such
as Truworths and The Foschini
Group — look fairly dowdy by
comparison.

In truth, though, Pepkor’s core
Southern African sales — taken in
isolation — were not that different
from the recent top-line perfor-
mances from Mr Price, Truworths
and Foschini.

Pep’s local sales increased 15.8%
to R14.4bn following the opening of
101 new stores (bringing the chain to
1,578 stores).

Ackermans’ sales in Southern
Africa were up 11% to R5.3bn with 18
news stores opening.

Although Pepkor has exposure to
high-growth living standard mea-
sure 1-6 categories, Brait CEO John
Gnodde said in a presentation this

week there were several factors hin-
dering the company’s local growth,
including the effect of unsecured
lending and pressure on the growth
in government grants.

P e p ko r ’s strength, though, is that
its sizeable retail footprint in SA is
scalable, but is not easy for com-
petitors to replicate.

In the past financial year
P e p ko r ’s retail space increased 15%
to more than 1.6-million square
metres and the number of retail out-
lets was up 8% to 3,418 stores.

P e p ko r ’s “X-factor” arguably
comes from outside Southern Africa.
In the year to end-June, R10.6bn, or
31%, of total revenue was derived
from outside SA.

Pep Africa shows much promise
with a 32% increase in revenue to
R1.3bn. Mr Gnodde describes the
African markets — where Pep Africa
operates across 10 countries — as an
exciting opportunity, but a challeng-
ing environment. He argues it is
easier to cross geographies as a cash
rather than credit retailer.

But he cautions: “Each country
presents its own set of hurdles to
overcome, and (Pep) needs a size-
able presence in each country to get
a proper read.”

He says although African
markets offer higher growth
prospects, Pep only achieves
enhanced margins once critical mass
is reached.

Much has been made of Pep

Africa’s recent push into Nigeria,
Africa’s most populated country.

Mr Gnodde says it is still early
days in Nigeria, but says Pep is
trading well in a challenging
environment.

The Brait investment presenta-
tion showed that in the year to end-
June, there were 15 new store open-
ings in Nigeria and eight in Angola —
representing the bulk of the 25 new
stores opened by Pep Africa (which
now operates 152 stores).

Mr Gnodde says Pep Africa is on
track with a three-year store-growth
target to exceed a 15% compound
annual growth rate on June 2011’s
118 stores.

P e p ko r ’s second-biggest market
is lumped under Southeast Asia, but
is underpinned by the Best & Less
offering in Australia, as well as
recent acquisition Harris Scarfe.

The 276 outlets in this hub gen-
erated about R7.2bn in revenue, up
62% on last year. Mr Gnodde
concedes this top-line growth is
spurred mainly by the recent Harris
Scarfe acquisition, but believes there
is also opportunity for margin
improvement in Australia in the
financial year ahead.

P e p ko r ’s Pepco — which trades in
Poland and Slovakia through a 451-
store network — is the fastest-grow-
ing division, with its revenue grow-
ing 56% following the opening of 92
new stores.
h a se n f u ss m @ f m .co. za

D e ve l o p e r s
eye main
a l t e r n a t i ve
roads ahead
of e-tolling
ALISTAIR ANDERSON
Property Correspondent

PROPERTY developers are expect-
ing the arterial roads alongside
Gauteng’s highways to boom once e-
tolls come into effect.

Johannesburg-based property
developers Nu-Way Housing and
Krisp Properties, both of which fall
under the Nu-Hold Group, said yes-
terday they would be early starters in
taking advantage of how e-tolls affect
peoples’ living patterns.

The property group would build a
residential and retail development
by Olievenhoutbos between Johan-
nesburg and Pretoria.

The development site is next to
the R55 — a major alternative route
for motorists wanting to avoid paying
the soon-to-be-implemented e-toll
fees on Johannesburg’s freeways.
The cost was estimated at R110m and
would include a 9,000m² shopping
centre and 114 residential stands.

The Tshwane municipality is
planning for a major intersection
along the R55 at the site of the devel-
opment once Nu-Hold has complet-
ed construction, as part of its
upgrade of the area.

This would allow traffic to easily
divert to the shopping centre.

The development would also
include a community centre.

“The centre will be a convenient
stop for traffic passing by between
Johannesburg and Pretoria for
motorists wanting to make a quick
stop en route to work or heading
back home.

“There is also the benefit of thou-
sands of residents in immediate
proximity of the centre who will
make use of it as their neighbour-
hood shopping centre,” Nu-Hold
director Jordan Mann said.

“The route is in excellent con-
dition, linking the Johannesburg’s
western bypass to the Krugersdorp
highway, passing Kyalami. It under-
went a revamp in recent years,” Mr
Mann said.

Many residents in the immediate
vicinity of the site fell into the low-
income bracket and rely on public
transport, so having local, conve-
nient amenities like this would ben-
efit thousands of households in the
area, he said.

“The ‘X factor’ is that the
development is able to serve two cat-
egories of shopper — passing-by
motorists as well as the local
community, which is in need of a
community shopping centre,” Mr
Mann said.

Bond originators ooba last year
conducted a survey which showed
that 80% of respondents would con-
sider Gauteng’s toll road routes
when selecting property.
a n d e rso n a @ b d f m .co. za

Satrix to expand passive investing with unit trusts
GILLIAN JONES
Financial Services Editor

SAT R I X is to offer 10 index-tracking
unit trusts over the next few months
as it shifts from a sole focus on
exchange-traded funds (ETFs) to a
broader focus on passive investing.

Sanlam bought Deutsche Bank’s
50% share of Satrix in June, so it can
now add unit trusts and international
ETFs to its portfolio.

It was unable to do so previously
as this would have been in compe-
tition with Deutsche Bank’s dbx-
tracker range of ETFs offering US,

UK, eurozone and Japanese shares.
The Treasury, in its discussion

papers on retirement savings,
favours passive investing — offered
by ETFs — as a way to reduce retire-
ment costs. It also encourages retail
uptake of passive products.

Though there has been increased
interest from retail investors, uptake
is still slow, Satrix CEO Thomas van
Heerden said on Tuesday.

Part of the problem is that the
retail savings industry works
through linked investment service
providers (lisps) — or companies
through which financial advisers can

invest in a wide range of collective
investment schemes.

“Lisps are unable to handle ETFs
as they don’t want to invest in the
technology to do so,” Mr van Heer-
den said.

New rules introduced in Europe,
known as the retail distribution
review, ensure the cost of advice is
shown separately from the cost of a
passive investment product.

Multinational investment manag-
er BlackRock expects this to lead to
an increased uptake of passive
investment products in Europe, as
happened when similar rules were

introduced in the US. Similar trans-
parency in SA could see investors
more willing to invest in ETFs.

Mr van Heerden said the Trea-
sur y’s expectation of the reduced
costs of passive investing was based
on the US market, which has the
scale to lower investment fees.

The significantly smaller South
African market is not able to lower its
fees to the same extent, though ETFs
are considered a low-cost investment
and offer good returns.

“Financial advisers are also reluc-
tant to recommend ETFs as they
think if they pick passive funds for

their clients, they can’t justify their
fees,” Satrix chief investment officer
Helena Conradie said.

Mr van Heerden said now that
Sanlam owns 100% of Satrix, it plans
to launch unit trusts and diversify
into different ETF asset classes, such
as properties and bonds.

It is waiting for Reserve Bank
approval of plans to offer interna-
tional ETFs.

Six Sanlam Investment Manage-
ment index-tracker unit trusts are in
the process of being rebranded as
Satrix funds.
j o n esg @ b d f m .co. za

Offshore units boost
Santova group profits
NICK HEDLEY
Industrial Correspondent

JSE-listed Santova yesterday
reported a 30.5% rise in nor-
malised headline earnings per
share to 9.93c for the six months
ended August.

The logistics management
group said it had benefited from
its growing offshore operations.

CEO Glen Gerber said Santo-
va ’s 28% rise in revenue to R103m
for the six months had been boost-
ed by the company’s operations in
the UK and the Netherlands.

“Offshore is now 39% of group
profits, which is very exciting con-
sidering it’s been done over a peri-
od of three years,” Mr Gerber said.
S a n t ova ’s share price closed 9.8%
higher at R1.12 yesterday.

Last year, Santova acquired
WM Shipping, which operates as
a traditional freight forwarder and
clearing company out of Birming-
ham in the UK.

Mr Gerber said WM Shipping
benefited from its “strong hold on
the Caribbean and the Middle
East out of the UK”, which was a
niche for the company.

Meanwhile, Santova’s Nether-
lands business, which was started
three years ago, “has outper-
formed expectations”.

Mr Gerber said the first three
months of the period had been
“very quiet” for Santova’s South
African operations, with volumes
down due to the weak economy
and weakening rand.

However, the local market had
since picked up to near “normal”
trading. Mr Gerber said the South

African logistics sector was
“intensely competitive” — “more
competitive than anywhere else
on the globe”.

He said Santova intended to
“continue building a multination-
al business”, and that “there are
big opportunities overseas, partic-
ularly in the flat economy”.

Santova said the group had
focused during the period on bed-
ding down and integrating WM
Shipping into the group.

The logistics management
group has also focused on devel -
oping and enhancing further off-
shore capabilities, and launching
Santova Express, its new interna-
tional courier service.
h e d l ey n @ b d f m .co. za

Neotel achieves pretax profit for first time since launching
THABISO MOCHIKO
Information Technology Editor

TELECOMS group Neotel said
yesterday it achieved its first pre-
tax profit for the six months to
September since launching seven
years ago.

Chief financial officer Steve
Whiley said while the profit after
tax was “small”, it was “positive”.
He said the company’s growth
prospects were solid.

Revenue for the six months to
September rose 21%, while earn-
ings before interest, tax, depre-
ciation and amortisation rose
105% year on year.

CEO Sunil Joshi said Neotel
achieved its positive after-tax
profit target ahead of schedule.
He said the company’s sales
growth was 12-15 times the indus-
try growth rate. The fixed-line
business is growing at 1.4%.

Neotel is aiming for a market

share of 15% in the medium term,
from 7.5%. The company has
175,000 consumer and small to
medium-size customers, and
3,000 big-enterprise clients.

“New and existing customers
are buying more from us because
they see value from our service
and they reduce their costs. The
combination of these key focus
areas has delivered these results,”
Mr Joshi said.

Last month, Neotel and Voda-

com announced they were in
exclusive talks, which, if success-
ful, could see the listed mobile
group take over the fixed-line
operator. Neotel is majority
owned by Indian group Tata.

Mr Joshi said the parties were
in the due diligence phase. He
said the process, including the
regulatory stage, could take six
months. The deal, if it goes
through, would provide “greater
choice” to customers.

If the deal is implemented,
Vodacom plans to put significant
investment into the combined
entity to provide high-speed fixed
connectivity to more businesses
and consumers, Vodacom CEO
Shameel Joosub said.

“This transaction is all about
providing greater choice and
better infrastructure for SA’s
businesses and consumers,” Mr
Joosub said.
m o c h i ko t @ b d f m .co. za

Looking at ways to keep afloat when storm hits
Floating rate notes and offshore equities are investment options when returns sink , writes Evan Pickworth

T
HERE is little place to
hide when market condi-
tions get so volatile that
investors sitting on cash

get a lower return than inflation.
But two areas of the market

being touted as potential solutions
are floating rate notes and select
offshore equities within a well
diversified portfolio mix.

Markets in SA and around the
world went into a tailspin on May
22 when US Federal Reserve
chairman Ben Bernanke signalled
a possible end to the hefty $85bn
a month quantitative easing pro-
gramme that has been propping
up bourses.

The ending of the easing is
known as tapering, but by last
month the Fed had said it would
not taper for the time being. This
led to a recovery, but as the
inevitable tapering nears, the risks

for emerging market currencies
and bonds increase. The stimulus,
after all, had provided a major
injection of cash into high-yielding
emerging market assets, like the
rand and South African bonds.

Stanlib’s Victor Mphaphuli,
who has won numerous fixed-
income manager awards and is
lifting the weighting of floating
rate notes in his funds, says
income funds can be an optimal
place for investors in the current
climate due to their ability to pro-
vide capital risk protection.

Money market funds are
returning 5.5% — below inflation
— while a typical income fund is
returning about 7%-7.5%.

In light of the volatility, the
thinking is there is a need to have
a floating coupon rate, rather than
fixed rates in a portfolio. A floating
rate note is an instrument where

the coupon earned floats with
interest rates. For example, if
underlying rates move higher the
coupon would also float higher
with that movement in rates — but
investors in a fixed rate bond
would earn a lower coupon.

Ursula Maritz, chief invest-
ment officer at private wealth
company Southern Charter,
which won a Morningstar award
for its funds last year and has just
launched a flexible fund in the
worldwide asset allocation space,
says bond market returns will be
at risk once tapering starts in the
US. But there are opportunities in
fixed income “depending where
you go”, she says.

“Bonds are going to have
volatility and are at risk once
tapering starts. They had a big
blowout in May, but I think taper-
ing will be in small increments as

(new Fed chairwoman who takes
office in January next year) Janet
Yellen is more dovish than Mr
Bernanke and the focus will be
more on employment and
employment growth,” she said.

Ms Maritz favours offshore
equities because the four biggest
economies — the US, Europe, Chi-
na and Japan — are m ov i n g
toward synchronised growth lev-
els, which will be earnings sup-
portive, a situation which, she
says, “hasn’t been around for a
while”. The Southern Charter off-
shore fund weighting is 43% and
of that, 38% is in equities, 3% prop-
erty, and a little offshore cash. It
has 35% in local equity, about 3%
local property, 6% in bonds and
13% in the money market.

“We are looking at equities as
the place to be,” says Ms Maritz.
Driving this thinking is that the

corporate sector is “very healthy”
with profits at a high and valu-
ations “pretty attractive”.

Yet when things get hot in the
kitchen, the immediate reaction is
to protect money in cash. With
inflation hovering at 6%, and cash
returning less than this, Mr Mpha-
phuli says the natural thing to do
is “move up the yield curve”.

“We are identifying income
funds for investors looking for
returns that can beat cash, but
have low volatility in a portfolio,”
he says. It is becoming more
important to structure portfolios
so most of the market risk is con-
tained, as a few months down the
line bond yields are set to go high-
er once liquidity is withheld,

“We will see US long-term
bonds moving higher and this will
have an impact on SA bonds.”

He says the reprieve after the

announcement of the postpone-
ment in tapering will only be tem-
porary, and another blowout
could be on the cards.
p i c kwo r t h e @ b d f m .co. za
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