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Ruling party forges ahead
with retirement reforms
THE African National Congress is going ahead
with proposed retirement reforms, despite
opposition from labour federation Cosatu. The
informal adoption yesterday by Parliament’s
standing committee on finance of the proposal to
enforce the annuitisation of two-thirds of
provident fund savings on retirement as from
March, came after prolonged attempts to win
Cosatu’s agreement. Page 2

Trade unions bolster Ramaphosa
COSATU affiliates yesterday called for the
tripartite alliance to be preserved, with public
sector unions backing Cyril Ramaphosa to lead the
alliance from 2017. Page 3

Botswana pushes nickel deal
B O T SWA NA ’S mines minister has written to his
South African counterpart to expedite the transfer
of the mineral rights at the Nkomati Nickel mine
to Botswana Copper. Page 5

US fund seeks African assets
ONE Thousand & One Voices, a US-based private
capital fund backed by some influential family
investors, is on the hunt for opportunities in the
sub-Saharan Africa agricultural sector. Page 5

Pioneer Foods sees tougher times
PIONEER Foods has warned of a tough upcoming
financial year as the worst drought the country
has experienced in more than two decades ate
into its profits. Page 6

Mining unit puts drag on Omnia
OMNIA saw profit for the period fall 18% in the
six months to September, as the diversified
chemical firm’s mining division dragged heavily on
the bottom line. Page 6

Terrorism insurance on top table
PARISIAN businesses that are struggling after the
November 13 attacks may be able to make
insurance claims, helped by a fund set up in the
wake of the 2001 attacks in the US. Page 9

Rolls-Royce CEO eyes cost cuts
RO L L S - R oy c e ’s new CEO aims to strip out costs
and complexity, rather than selling off chunks of
the business, as he seeks to return the British
aero-engine company to growth. Page 9

Boxer calls for tolerance on drugs
TYSON Fury, the British heavyweight boxer who
will fight for the world title in Germany on
Saturday, says the only way to combat doping is to
make drugs legal in all sports. Page 19

Mitchell has a foot in WP door
FORMER All Blacks coach John Mitchell will be
unveiled as the new Stormers coach within a week
after he flew to Cape Town to meet senior officials
at Newlands yesterday. Back Page
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SAA in limbo as Treasury
mulls Airbus deal change

Sanlam gets new African springboard

SA skirts
re cess i o n
but remains
in doldrums
NTSAKISI MASWANGANYI
Economics Writer

SA NARROWLY escaped a recession
with 0.7% growth in the third quarter
but a leading indicator shows there is
very little to cheer about.

Though fewer power outages helped
manufacturing, the slow pace of growth
was blamed on persistent weakness in
global commodity prices, lower
demand, a drought and a slowdown in
China. The same factors threaten
growth next year.

In the second quarter the economy
contracted 1.3% largely due to poor
performance in the agriculture,
manufacturing and mining sectors.

Now economists say SA will be lucky
to grow at the 1.4% forecast for this year
by the Reserve Bank.

The Treasury forecasts 1.5%.
Weak economic growth will be

among the key factors that two ratings
agencies — Fitch and Standard & Poor’s
— will take into account in their reviews
of SA’s rating next month.

Weak growth and large budget
deficits prompted the agencies to down-
grade SA ’s credit ratings in the past.

The figures released yesterday by
Statistics SA showed financial and busi-
ness services, trade and a rebound in
manufacturing production supported
growth while there were again sharp
declines in agriculture and mining.

Mining is taking strain from lower

Continued on page 2

A feeble attempt at deflection

PHAKAMISA NDZAMELA
Finance Writer

SANLAM is investing about R5.3bn in Saham
Finance, a Moroccan-based insurance busi-
ness, in a deal that ranks as one of the biggest
investments by the i n s u r e r.

Through a 30% stake in Saham, Sanlam
will also gain access to markets in 26 other
African and Middle Eastern countries.

It is expected to contribute close to
R200m to Sanlam’s profits in the 2016 finan-
cial year and more than R250m in 2017.

Sanlam said yesterday the transaction
would give it the largest exposure to the rest
of the continent of any African insurance
company. “They are very strong in general
insurance, 86% of their business is in general
insurance. This brings us a lot more exposure
across the continent,” CEO Ian Kirk said.

The deal has been done through a joint
venture between Sanlam Emerging Markets

and short-term insurer Santam. Sanlam
Emerging Markets CEO Heinie Werth said
Saham Finance largely focused on personal
insurance.

There are likely to be overlaps for Sanlam
in Ghana, Nigeria, Kenya and Rwanda.

In Nigeria, Sanlam has an associate com-
pany FBN Life Assurance, which is in part-
nership with FBN Holdings.

“At this stage we have agreed with them
that we will (erect) some Chinese walls,” Mr
Werth said.

But one analyst said: “It looks like quite an
expensive deal. I’m worried that it spreads
management capacity …. It’s starting to look
a bit too stretched.” The analyst said there
had been an expectation of some special

dividend from Santam, but with this deal that
possibility was reduced.

Mr Kirk said Sanlam would not use its
entire discretionary capital in this deal.

Another analyst added that “while the
long-term growth potential for most of
Saham’s operations is attractive” sharehold -
ers probably need to “temper short-term
expectations”. This was because some of the
countries where Saham operated such as
Morocco, Angola and Lebanon faced eco -
nomic pressures.

“This acquisition provides a single entry
point with significant exposure to North
Africa and Francophone countries in which
Sanlam Emerging Markets and Santam have
little or no exposure,” another analyst said.

“However, this is the largest single trans-
action Sanlam has embarked on in emerging
markets, introducing significant deal risk, in
our view.”
n d za m e l a p @ b d f m .co. za

Turkey downs
Russian war jet

CAROL PATON
and NICKY SMITH

FINANCE Minister Nhlanhla
Nene yesterday said the Trea-
sury was still considering the
application by the board of
South African Airways (SAA) for
a restructuring of a lease trans-
action with Airbus, and had not
yet reached a decision.

The board’s intention to
restructure the transaction has
led to the collapse of a previous
agreement with Airbus, which in
turn triggered contractual
financial obligations for SAA.

Should these be enforced, the
Treasury has warned, the
financial sustainability of SAA
would be threatened.

Concern over the renegoti-
ation of the lease also lies behind
the drafting of a legal opinion by
SAA executives, which was
published in this newspaper
yesterday. Business Day, to-
gether with other publications,
was interdicted from dis-
tributing this further.

After repeated requests for
comment on the transaction and
on the financial position of SAA,
the Treasury yesterday issued a
short statement.

“The Treasur y’s fiscal liabil-
ities committee is currently
studying the application and will
make recommendations to the
minister in due course,” it said.

“A decision is yet to be made
on the application. The minister
will be looking for a deal that
benefits the airline financially, or
one that does not leave SAA in a

worse-off position,” it said.
The SAA board has argued

that the restructured lease will
save SAA money and reduce the
currency risk.

The Treasury also expressed
concern on the movement of top

executives — last week SAA got
its seventh CE in three years
when the board replaced Thuli
Mpshe with Musa Zwane in an
acting capacity.

In terms of the shareholder
compact that the board has with

Mr Nene, the board may not
remove executive directors with-
out ministerial approval. This
was not obtained.

“Leadership stability is

Continued on page 2

SOUTH African Airways (SAA)
secured a High Court order in the
early hours of yesterday, compelling
us to remove from our website the

article we led with in our print edition,
headlined “Dire choices for ailing SAA”. We
were not able to defend ourselves because
we were not aware the airline was
approaching the courts. Otherwise we
would have opposed it vigorously.

Despite having access to the
writer Carol Paton’s cellphone
number, SAA never tried to reach
us to inform us of its action.
Instead, it sent an e-mail after 10.07pm on
Monday, which was only seen yesterday
morning. The court order was delivered to
our offices at 2.32am yesterday, long after
distribution of the newspaper had started.

SA A ’s contention was that an internal
memo from which we quoted in yesterday’s
article, drafted by the head of its legal, risk
and compliance division, Ursula Fikelepi
was privileged. We are approaching the
courts to have the order set aside because
we believe the argument is flawed in law.

This litigation is a diversion from the
real issue, which is an airline that was
described by the Treasury in its 2015
Budget Review as “technically insolvent”. To

date it has R14.5bn in state guarantees, and
now needs billions more from taxpayers.

The airline’s precarious financial
position, which is likely to be worsened by
the renegotiation of a deal with Airbus,
prompted a strident letter from the
Treasur y’s director-general, Lungisa Fuzile,
warning the SAA board not to place the
fiscus at risk. Notwithstanding this, SAA
last week applied to amend its lease

contract with Airbus, potentially
incurring higher costs.

The board is chaired by Dudu
Myeni, a close associate of

President Jacob Zuma. What is apparent is
that the Treasury has not been able to
assert its authority over a state-owned
company it oversees. We have also not
heard a word about the crisis from the
office of Deputy President Cyril Ramaphosa,
who was tasked by the Cabinet last
November to oversee a turnaround at SAA.

If there was any doubt about the
paralysis of state institutions in the face of
blatant cronyism, it has now been removed.
This is no longer just about SAA, but the
countr y’s governance. The Zuma
administration faces an unprecedented
challenge and is evidently unable to contain
a damaging crisis.

SHOT DOWN: A
still from a Turkish
TV channel video
shows the Russian
Sukhoi Su-24
fighter jet aflame
after being shot
down by Turkish
F-16 s
Picture: EPA

Cosatu affiliates back Cyril
Ramaphosa to lead the alliance
from 2017 Page 3
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NATO member Turkey shot down a Russian
warplane on the Syrian border yesterday, an
act President Vladimir Putin denounced as a
“stab in the back” by “accomplices of ter-
rorists” as tensions spiralled between two
rival players in the Syrian war.

Russia pledged severe consequences.
Turkish President Tayyip Erdogan

defended its right to protect its borders,
saying Turkey had made every effort to avoid
the incident.

“Despite being warned 10 times in five
minutes because it was coming towards our
border, it insisted on continuing its violation.
This plane was downed in an intervention by
our F-16s,” Mr Erdogan said.

Global oil prices rose sharply after the
incident sparked fresh tensions in the crude-
rich Middle East, dealers said.

US President Barack Obama and French
President Francois Hollande urged Russia

and Turkey to avoid escalation.
The leaders said details about the inci-

dent were still emerging.
“My top priority is going to be to ensure

that this does not escalate,” Mr Obama said

alongside Mr Hollande at a White House
news conference. “Hopefully this is a
moment in which all parties can step back
and make a determination of how their
interests are best served,” Mr Hollande said.

“We must prevent an escalation. That would
be extremely damaging.”

Nato ambassadors called on Ankara to
show “cool-headedness” following an emer-
gency meeting in Brussels. AFP, Reuters
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