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USN L?Bdfififia
S.AFRIEA SET TG-IBSUE PUBLIE EUHDEDND ‘ BANKERS

By Andrea Shnlal-E5a 3
BDNN, Aug 23, Renter » South Africa will unveil 1t5 first

public bond iasue next week aftEr 51x y55r5 5+ 5511~1mpw5ed
521.115 from Inteu nationu! capital- markets. bdrfl ifig gaurrez 53111.

The 155ue fun the Republitz of 855th Afri1u will 551:51-130-
200 mln metls, and will be Iemd---mananrd by G51many’5 bigge5t
h5nh:, Deut.5ch5 flank AG ’DBH.G F the source5 t5].d Heutc:rs.

The rwpuhli-c has already bugun em5rang {ram internaizianal
isulation, r511nan1..1ng expiring bands i.n privat.e 5355555515 to
the tune of over one bill1un dlrs 1n the past two y55rs.

Bunlar5 say th555 10W‘kEY-155UGS have bwwn well—racuivud,
hut haut-s -~ wary of r5b:1nd11uq ent1~aparthei.d prmtn5ts ~— have

‘D bmen hmmitant until now 1.0 pacticipatw in a m.un1c ifiuue.
Yet vnuthAffi1caMGW*wantrmaSplauhy isaue to re~uatab115h

itm r55ppntah1311y, and 1ws‘wirlin9‘to a pay a premium 15
gnurantae a succms.g, banfitng~5ources Said.“

"The time has come,“~said-one banker 51555 to South A1r1ca.
nofiThg the path t5 5 reamergence on the international scene had
been clearmd a¥ter the U18. lifted aanctinus in July and Denmark
agreed- to 1511 in line with 1t5 EC partnerm 55511.51 this month,
pav:ing th5 way FartheF.C tu 1.14t -its trade ban in Octmher.

AnJaff1riaT announummen1 15 ex pected on 555551 28.
De5pjt5 1t5 bahind“thescenas jackaying to win 1mm lead,

Daut5che Bank 15 ke5ping the news under wrapa, a Fact Other
~Fran51urt hanker5 du not find surpri5ing.

"South n4r1ca 15 very 1nteres.ting but r5m51n5..nn51t1ve
puli.tic.511y,“ said one bank 5r at a large German bank.

Deutsche 5p5kasman Hellmut Hartmann dec11n5d commenf, but

said Smuth Africa had made real progreug 1n d15mantling
apmrtheid-Imws in the past year.

1+ the first public 15553 HUHCEEUE, nthar borrowers liku
ii “fransnet, an umbo5lla gr0up for the cmuntry"5 publiu tranaport

systems. Flactricity Supply Commis5iun Ltd (ESKOMJ, tho natimnal
electricity utility and the Departmmnt 0+ Pugh and
Telncznmmunlcat.10ns are snra t.n fullaw suit quiclxly.

“Theyhave alrééfly set up an uno+1icial wait:.ina liat,“ 551d
mne hank.5r. "1’ m sure 11 will gm quickly 5+1er thm {1r5t onm “

.“BEfiPé"ft‘15“tHerir5fmhund'1gque after the debf stan551.;11)
1n IFBS. fltrwasd5121ded the governmwnt would db it 1L551f," S515

055 banker CIO55 tn South A1ri.ca. A 5550nd qmv5rnmwmt band could

b5 155umd 55 early 55 March 1992, he said.
Suuth A+r155-ha5 plenty 51 internal capital, but 1t5

5::t5rnal. ra5aurces dried up after the 1985-515nd5t111 0n

repayment 54 14 hillimn dlrs 5+ Dutfltanding -Fuaaign debt.

The standfitill 15 e1pectwd to be renegutiateu 1n 1993

Ancmrding to a flauth African Chamber 01 Bus1ne55 rupdrt, the

fimuntty uead5 55mm 30 b1111.un dlrs 1.5 develop the 15mg ignored

infras{ructure 1n the black ar955 Of the countrv-
ggggfin”Traiakrine,nut1nqmfioqthafiifiuszfifiyrfifidr1-07 b11115n1

“53“ wnn- “hp”M'

dlrs 1n1594,153 1551 +utr“t-un
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' W9M~.d1a_|.w unvexup the 1.0ngignored
:nrrnairurture1ntheblarh areas 0f the cmuntry1

- E7£E;”§Ryrfifififizine.notingSoqgg I r£= - géd1O7 bj-'tlion~‘
dlts in 1984, 1&5 lagt +nff~§earbnfghaFurnmwchi, predimlzfi ;
dfifiual bdrvuwing cmuld Hmmfl reaxM fpur‘vTT135n. dlrsngé ‘

V the an act. tmrms 01 next wee1-'a issue will be set: after
pFDMMHtationm tn top banh:ers 1n Zurifih?Paris and London, which
bagin 0n Thurmday, the sourcefi said. “They want ta awe the

. responae befmre finalising the conditions.“ Tap brakers 1n thage
three cities will alsa-be underwriting-tha 155mg.

Tu rummve invmmtars’ lingering othica] qualmzs abmut taking
up Boutzh A{r1can paper, thflpggceadi*¢rmmpthfiflfizrm?«boqd .will ha

‘unrmarkad fur “davelunment prpjagts."'the fiourmes maid.
1"h15 mmans the gmvernment N11.1 buiid housing and gchomlg +mr

blank South nfricans, who have succeeded in dismantllng
anmrtheid laws, but “till taunnt vmta in their own country.

Subsequmnt jgfiues are likely to be.more cmmmercial in
nature.

Same bankers arm still a little worried about the market’s
rmdution t0 the first public dea1.~“SOch Africa~ha5 abolighmd
apartheid, but thera are stiil big riskfi," said one. “They are
gtill BitLlnq an a racial powder keg.”

"I would 0241n1tely warn pample against ton much Gunnaria,“
.5351! another, citing a seathack 1n iun-aigrrinvcaatzmant .5er lasst
month’g news of bbate “aluuh 4und“-payments to the political
+09% of Maison andela’w African National Congregs,~the 7M1“
Inkatha Fryedmm P&rty.
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{Africa prepares ground
for public Eurobond issue
By Slmon London

'l‘liE South African
government is making presen-
iutions to institutional inves-
tors. and bankers in Germany
next week, prepurim: (hr
ground for its first public Euro-
bond issue. since 1985.
Deutsche Bank. the biggest

German bank and favourite to
win the mandate for a public
iesue. is hosting presentations
gr inksftitutional investors in
ran urt on . Repre-

sentatives of the South African
ministry of finance will be
present.

~ However. a senior Deutsche
Bank official said that no deci-
sion has been made on the tim-
int.r 01' am: of a public bond
issue.
South African government-

hacked borrowers such as tho
l,iepartmem of Post and Tele-
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communications and ’l‘ransnet.
the railways group, have been
active in the private placement
markets of Germany and Swit-
zerland this year.
The (?untre for the Study of

the South African Economy in
London estimated that South
African borrowers have raised
about $300m from this source
in the first half of this year.
However. almost all of these

funds have been used to refin-
mice. the redemption of out-
standing bond issues made in
the early 19808.
There has been no public

bond issue by a South African
borrower since 1985. The govv
crnment has said that it would
like to make a big. public bond
issue in the name of the
Republic: of South Africa and
would like to raise new money.
 

 

Tel: 071 -708-4702
Fax: 071 -708-5751

 

Bankers said that the lifting
of US sanctions against the
country in July made it possi-
ble for institutional investors
to participate in a pllhllt' issue.
The involvement of large
investment institutions would
be vital to ensure the success
of a public issue in the region
of DMlSOm to DMZOOm.
They also noted that politi-

cal sensitivities remained
great.
For example. some of the

biggest borrowurs in the inter-
national capital market. such
as the Province of Ontario and
Ontario Hydro will not deal
with banks which have trading
links with South Africa.
Deutsche Bank Capital Mar

kets lead managed the last
Eurobond issue by Ontario, 11
C$500m deal, in June.

 

--~———————.—___________

Presldent: Richard Harries, Bishop of Oxford Chairperson: Cosmas Desmond
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HUHQBDND MARKET SET TD WELEDME S.AFRICA’S RETURN-
By Paul Keller
LONDON, Aug 2?, Reutmr — Newg that South A+rica 19 puimwd to

erurn tn the fuld aa a publicly llfitwd eurwbond harrwwfif Eftfi“
«in ywmrm’ Rhfiwnflfi promptad-guarded optimism ammhg Eurnpwan and
'U.S. syndicate managera here.

"I wuu}d axnact a deal #or Bmufh 9*r1ca to be quite well
Penwivmd," gala wnu mpwratur at a U.S. bunk whm deulined to he
nammdu “Partly due tn rarity value and alga, Eurupwan banks and
invmsture have maintained-their relatiunship with-the country;”

The Republic 0+ Smuth Afriga ififiua will total zsmmzoo min
markm, market suurcefi-twld'fiemterfi (éDET).

The murmmmrk deal, ta be launched neat wewk, ifi 1nd by
Dwu‘mche Bank nu, marker mnurueu tmld Hauterm. South African
m¥¥iuia]5, huwuvmr, said it was prematurm to dibLM%fi the deal"

Syrnjicrd'e «natu'u‘tgurra, taeuzwsed 1n Lrwndwn said Hm Ciuuntr-y hmxac! a
"gradual prmmamw 0f rehabilitatiun as a eurubmnd Saaufih, a+ter

5mveral year; Of pulitical Exile.
”Ffifiefitifilly, Snuth Africa wants to gm hack to the marketh

if i% moat +qmiliar with and awh-huw tho$m ififiuefl are recmivefl
and trndm,“ said Mamirmd thwpwrw, dihwctmr at Qwifi% Bdnh Carp.
“If th0$m flanks nrfi sutummwful, cluarly pwnpla wi1] h@coma murw
uunfidwnt and the invemtmr bamw will grow frmm theta.”

At Inunch, the eurmmmrk bond 1% expected to 99+ a ngwn tm
10 year maturity and hm priced at a Significmht margin wvur
Barman gmvermwuu damn. market anuraflm $aid. “South African
cwuntry risk is ranked very highly amahg tha HQH”OHCD country
rimk,“ notwd SLHHHWWE at Swiss Bank Corp.

The Rahuhlxc hufl airmady made surfi,s intn the inturnufinnal
MAertm, reiinancing maturing bmndfi in privaté platwmentw t0 the
tune 0+ aver aha bxlllmn dlrs 1n the pflmh twm years.

Theme IGkaey ismuwG-have been werlwreceivwd, but hanha ~w
wary hi the political implicatiahg 0+ lending tm South Africa w“
have Damn hemitant until nmw ta participate in a public ismue.

Offmshore Smuth African accounts, Swigm retail investors and-
smma German corpuwatw cliehta arm the mafit likely-buyfirs of

“ Bmuth A$riudn eurmbmnd ufferingm, daniewg said.
”Wu think there will be a lot 0f tahor; far BuuLh African

péspc‘flr in markets am! EVL‘I‘HILIFA'IIY 1n d(,.)11é‘lr'1§," eiaid (‘fnu-nt fidelLr‘tIQ
executive at a U.B. hauge.

1+ thw first publir iShUfl auvcpeds. uthwr hnrrmwmru like
Trduwnmt, the cwunLry's pmbliC'trflHfipUFt 9yfithmw grmup,
Electricity Supply Commifigimn Ltd (ESMUMJ, the natlmnal
electricity utility and the Department mf Pwat and
Teluummmunicahionfi arm poififid t0 (Ollnw fiuit.

Howmver, Emma fiyndifihtm mnnagars warned that the cmuntry
wauld be unwifie t0 deluge the euruhund market with dmht tam
quickly.

"I think it would be premature tn talk ahaut Smuth Africa
launching a auwodmllar bond," said an official at a major U.5.
new isauea hauge.

Jauhnwmm and NUtth American hanka’ reluctance t0 get
invulvnd in South Afriran {undingw t0 date. the myndicata nourcw
addad, might pruve a major stumbling block for tawuhw 1n mast
major currencies, anart {rum euromarkm.
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PRESS RELEASE b.» PRESS RELEASE M» PRESS RELEASE pry PRESS b

23 August 1991 Immediate Release

PUBLIC BOND ISSUE EFFORTS CONDEMNED

Anti-apartheid pressure group End Loans To South Afrlca (ELTSA) to-day

condemned attempts by German-based Deutsche Bank to organise the first public

bond issue to South Africa since anti-apartheid resistance forced the debt crisis in

1985.

Deutsche Bank is reported to be hosting presentations for potential investors in

Frankfurt on 28 August in an attempt to gain support for a public bond issue. A

spokesperson for Deutsche Bank indicated that a road show is being organised in a

couple of cities to present the latest developments in South Africa in preparation for

a possible re-entry into international capital markets. She refused to exclude the

possibility of a new loan. The involvement of large institutional investors is considered

essential to ensure the success of a large public issue in the range DM150-200m.

An ELTSA spokesperson stated “A premature public bond issue could take critical

pressure off De Klerk at the very time that lnkathagate has proven he cannot be

trusted. Once a bond issue is made it cannot be withdrawn. An increase in Seuth

Africa's access to international capital markets now, before transitional arrangements

including an Interim Government have been agreed. could stall the entire negotiating

process." ELTSA is calling on institutional investors not to become involved

prematurely in new loans to South Africa.

President: RIchard Harries, Bishop of Oxford Chairperson: Cosmas Desmond

3 071768 5751 E.L.T.S.R. 811)



 

8 671788 5751 E.L.T.S.R.

BACKGROUND:

The drying up of new loans to South Africa since 1985 is widely believed to have

played a crucial part in forcing President De KIerk’s decision to release Nelson

Mandela, unban political organisations and commence talks-about—talks with the

African National Congress (see ICABA 12 available from ELTSA). The UK

Government Foreign Affairs Select Committee recently concluded that the reluctance

of banks to continue loans to South Africa has been 'a powerful lever for change'.

As a result of restricted access to international capital markets since 1985, South

Africa has had to run an enormous trade surplus on its balance of payments Current

account in order to obtain foreign currency to cover existing obligations. Although

South Africa has been able to reschedule and refinance some existing debt and

government-backed borrowers such as Department of Post and Telecommunications

and Transnet are reported to have been invoived in the private placement markets of

Germany and Switzerland, it has still been unable to achieve a new public bond issue.

The ability to raise a public bond issue on the international capital markets would

represent a breakthrough for South Africa. ESCOM, the state owned electricity

corporation, has recently opened an office in Frankfurt in its attempts to obtain new

loans.

The involvement of large institutional investors would be essential to the success of

a sizable bond issue over DM150m. The Gramm Amendment, which is blocking

access to IMF lending for South Africa, is still in place in spite of President Bush's

decision to lift the Comprehensive Anti-Apartheid Act (CAAA) last month.

Details: David Craine Tel: 071-708-4702 or 081 -961-4391/ Fax:708-5751

82
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