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Lo~ CSRsalditwasthe firsttime a simutaneous book-build had been done in Austrafia.

e

CSR woos retail investors

From page 1

The company is raising cash and
writing down assets in a bid to
stand up as separate companies
its recession-hit building materials
unit and sugar operations, which
are experiencing record prices.

_With about 100,000 retail
investors comprising about half
the register, CSR was keen to
attract shareholder support for
the demerger by giving those with
smaller holdings a chance to sell,
or renounce, their rights to buy
shares at the same price as
institutional investors if they did
not have the funds.

The new CSR shares will be
offered at $1.66 each, a 16 per
cent discount to $1.98 where they
closed on Friday. CSR put its
sharesin a trading halt yesterday
ahead of the announcements,

““There’s been a lot of concern
expressed about the outcome of
these renounceable issues in terms
of the relative rewards for retait
and institutional shareholders,’”
CSR managing director Jerry
Maycock said.

““The expectation with this
structure is all shareholders will
be treated equally with respect to
rights that they might decide not
totake up.”

Details of the capital raising
came as CSR revealed more
embarrassing write-downs from
the Viridian glass unit, which
pushed it to a $155.6 million first-
half loss. CSR wrote down
$250 million from the struggling
business as a rising Australian
dollar hurt exports and because of
abotched installation of
automated double-glazing
equipment in a Victorian factory
that résulted in a shutdown and
loss of market share.

The company will pay an
interim dividend of 2.5¢ a share
compared with 6¢ a year earlier.
CSR took a $280 million loss last
fiscal year on the $1 billion of
acquisitions in 2007 that comprise
the Viridian business.

“It’s disappointing,’” said
Australian Foundation
Investment managing director
Ross Barker, whose fund owns 4.7
per cent of the company’s shares.

““The write-downs show they
bought it at an inflated price.”

. The capital raising will help
CSR pay down some of its
$1.2 billion in debt.

Retail investors have criticised
the approach taken for a record
run of capital raisings made by
companies to bolster balance
sheets and clear debts in the wake
of the global financial crisis,
arguing they were given limited

Sugar and splice

Capital raisings in which institutions received a better deal than retail investors
Discount to theoretical valii

Mm

Difference hetween
values ohtained by
retail & institutions

"Sep 09 $0.050° 1 * $0.000 - -$0.05
Aug 09 connacrsast $0.035 $0.005 -$0.03
Jun09 - FKP $0.060 - - ::7.$0.000- -$0.06
Aug08  Alumina $0700  $0.350 -$0.35
Aug 08 - Leighton $5.650 .$2.650 -$3.00
Juf08  Orica $0.250 *'$0.100 -$0.15
SOURCE: UBS
e T entitlements, particularly in

' Big demand tipped

situations where hedge funds are
seeking to cover short positions.

: for CSR laNIg : Due to the length of time
; ! between the launch of the capital
* . With the Melbourne Cup just raising and the retail book-build,
: mg?mm“v“’““(fmﬂﬂ‘ which entails market risk, the
L g'l:i';,& greenlightonacapital ¢ value of the entitlements has
) - recently fallen below what
institutional investors have
As d in the AFR yesterd: received.
Under the revamped structure
opportunity to participate. designed by UBS, called 2
The preferred approach has simultaneous accelerated
been a share placement atalarge  renounceable entitlement offer
discount to institutions, in some (SAREOQ), the sale of entitlements
cases, followed by a smaller share  of shareholders who did not take up
purchase plan (SPP) for other the offer occurs in a single book-
shareholders. build after the close of the retail
While the initial placement is offer, meaning both sets of investors
discretionary, the SPPis capped.  receive the same value for their
National Australia Bank entitlements.
enraged retail investors after CSR said it was the first time a
institutional investors reaped simultaneous book-build had
huge profits from a $2 billion been done in Australia.
capital raising in July. Retail UBS’s head of capital markets,
shareholders were offered just Robert Vanderzeil, said the
$750 million in the SPP. revamped structure was in
Companies have justified the response to concerns from
approach, claiming a quick company boards that AREOs
placement offers certainty might provide institutional
of funds than an entitlement offer  investors with an unfair
and carries a Jower discount, adva.ntage.
because the underwriters are on the ““This process endeavours to
hook for a shorter amount of time.  treat both sets of shareholders
More recently, companies have  equally, and will capture demand
bowed to retail furore, reverting which would usually go into the
to renounceable offers, The institutional book-build,"’ he said.
stabilisation in financial markets After the split, which has been
has also made this style of capital  in the works since June, is
raising a less risky proposition. completed CSR will apportion
Renounceable rightsissues,in ~ $300 million of debt to the sugar
which a prorataofferismadeto  operations and $610 million to the
all shareholders, are seen as building materials business.
treating retail and institutional The sugar business will pay out
investors equally. 40 per cent of profit before
Under an accelerated significant items in distributions,
renounceable entitlement offer compared with between 60 per
(AREQ), the retail book-build is cent and 80 per cent for the
held three weeks after the building materials company.
institutional book-build. Mackay Sugar will swap a 25 per
Because of the discount to the cent stake in its sugar refining joint
market price at launch, venture for an 8.8 per cent stake in
institutional investors are the new demerged sugar and
typically paid a premium for their  renewable energy business.

Write-down sets
stage for split

Comment
Jeffrey Hutton

CSR’s outgoing managing director,
Jerry Maycock, got the bad news out of
the way in a sensible move that gives the
conglomerate’s demerger its best
chance yet of success. Maycock, who
will hand over the reins of the business
next year, unveiled a $250 million write-
down in its Viridian Glass business.
CSR took a $280 million loss on the
business last fiscal year.

Atyesterday’s announcement of its -
capital raising, CSR brought forward
its first-half earnings by more than a

unce the loss, Write-

IDAN ESPOSITO___week to anno

downs now amount to more than half
of the acquisitions at the top of the
market that make up the unit.

With commercial building still in the

doldrums and residential housing '
beginning to show signs of life, CSR is
hoping to wipe the slate clean forits
daughter companies while pumping
them up with new capital to take
advantage of the coming growth,

‘“We wanted to make sure that going
into this bigger transaction, we had
covered off all the questions around
carrying value and the like,’’ Maycock

aid,

CSR will whittle down debt forits
building materials b to between
35and 40 per cent after the demerger,
in line with 35 per cent for Boral

‘While the timing of the glass
acquisitions and their executions were
questionable, don’t look for incoming
managing director Rob Sindel to sell it.
CSR has bet heavily on double-glazed
glass and other energy-efficient )
products. The underlying ar nt for

CSRLTD

Half year 2010 2009
Sales {$m) 2,077.0 1,807.6
Pretax ($m) 94.2 67.1
Net{$m) -155. 329
EPS 12,1 3.3¢
Interim div* 2.5¢ ff 6.0¢ ff
Shares (last} $1.98 {unch)
*Payable Dec23

capacity thanks to government stimulus
spending. Overseas makers are
considering entering the market.

‘“We think the strategy in the
business 1s sound,”” Maycock said. “It’s

[selling Viridian).”

Nor do insulation materials or
windows transport easily, creating a
natural boundary to overseas goods.

Branded products, such as CSR's
gyprock, and their intellectual property
has helped CSR hold the line on prices.
Boral, which lacks branded products,
has seen four years of declining profit.

Even so, earnings before interest, tax
and depreciation at CSR’s building
materials business slumped 29 per cent
to $53.4 million during the half, while
sugar earnings jumped four times to
more than $114 million.

CSR may be helped by the timing of
the demerger, which has been on the
back burner due to the global financial
crisis. Investors seeking exposure to the
building materials sector as housing
starts grow won’t have to discount the
overhang of sugar, -

CSR’s banks were la.rgely happy to
back the demerger, with some

. spreading themselves across daughter

energy-efficient building materials still
appears to stack up. Builders will be

.- pushed to use more energy—efﬁcxent
*materials, not fewer.

The company’s Brisbane insulation
factory, which was commissioned at the

. start of the year, is running at full

Maycock told reporters.
The catch was annoymg]y short three-

.year debt maturities, setting the stage

for subsequent offerings overseas
where longer tenor debt is easier to sell.

Street Talk, page 22 M
Chanticleer, back page

of Southeast South Australla.

Freehold land of 580 Ha (planted
land of 413 Ha)

* Owned permanent water
entitiements of 4,510 ML,
equivalent to 10.9 ML per hectare
at full maturity

Variety of citrus fruits including
oranges, mandarins, lemons, limes
and grapefruits

Citrus Orchard for Sale

OIM #2 Pty Ltd (Receivers and Managers Appointed)

Opportunity to acquire South Australian citrus orchard
Expressions of Interest are sought for the purchase of Solora South,
a high-yielding, premium quality crtrus orchard in the Loxton region

* Orchard established during the
" period 1960 - 2006, with strong
historical harvest volumes to date

* Located in a region considered as
* the ideal climate for citrus growing,
" together with excellent transport -
and water infrastructure

Final bids are due by 5.00pm, Monday 30 November 2009
This sale is under the instructions of David McEvoy and Paul Kirk of
PricewaterhouseCoopers as Receivers and Managers of OIM #2 Pty Ltd
{as Trustee for the Timbercorp Orchard Trust #2).

Telephone: (03} 8603 6868
E-malil: stewart.amecallum@au.pwe.com

For further infor please
Stewart McCallum Mike Murphy
Director Associate Director

Telephone: (03) 8603 2691
E-mail: mike.a.murphy@au.pwe.com
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Bendigo warns on liquidity rules

Richard Gluyas
Banking

BENDIGO and Adelaide Bank

proposed
dungﬁ to hquldny rules forcing
banks to hoard enough cash to

support each
other, as they did in the financial
e

Chairman Robert Johanson
vmmng at yester

sounded the
day’s Bendigo annual meeting,

upgrade to the regional bank’s
BBB-plus credit rating. which
would help ease funding pres-
sures.

Standard & Poor’s responded

MMwasnolenaldﬂnge
m lhe bmks mn.bok to justify

enhancement to minimum bank
Equidity levels to help ensure the

can meet ts obligations
in the next crisis.

A revised prudential standard
on liquidity, to ensure banks can
survive a crisis for 30 days instead
of the current minimum of five
days, is expected in the first half
of next year.

Mr Johanson condemned the
proposal, suggesting it could be

the A ial Regula-
tion Authority released a discus-
sion paper proposing a significant

“The proposed new nles ...
will, in their current form, reduce

profitability, increase borrower
costs and make impossible sup-
pon of banks by other banks." he

'ﬁus mutual support was a
significant help in dealing with
the events of a year ago here,
when most Australian banks did
co-operatively work to mppoﬂ
the d each other.”

Mr Hirst, meanwhile, said
Bendigo had “never been in a
better position” for a rating
upgrade, given credit quality re-
mained strong, funding risks had

subsided and the Adelaide Bank
merges had been successfully
beddeddown.wn\hlhepredmed
synergy benefits attained.

But Mr Hirst's argument was
shot down by S&P analyst Sharad
Jain.

Mr Sain said the agency took 2
long-term view and, while Bend-
igo had recently reported sound
results, they were supportive only
onhecm:mmmg

local banking industry has
noodmnﬁnmntsglobalpeasm
the financial crisis, with rating

agencies making only minimal
adjustments to bank credit rat-
ings.

An upgrade to A would confer
several advantages on Bendigo,
notably a reduction in the charge
to use the federal government’s
wholesale funding guarantee
from 150 basis points to 100.

Mr Johanson noted yesterday
that Bendigo, which is adequately
funded by retail deposits, was the
only bank not to have used the
guarantee to raise funds offshore.

Other regional banks, such as

BUSINESS 21

OMLINE TODAY

WALL Street suffered one of its
biggest one-day drops in more than
ayearin the final session of tast
week_ Find ott how it begins this
week

at fian.com.

Bank of Q have argued
that the fee to use the guarantee
has made it prohibitively expen-
sive.

Mr Johanson also warned
about “moral hazard” afler the
mass bailout of ailing banks
offshore.

He said it was a big concern
that the bailouts would induce
more inappropriate risk-taking.
because managers and investors
now knew that a taxpayer-funded
bailou‘t was always available to

ING seeks
$12.2bn,
sells off
insurance

Banking

Blair Speedy
Retail

HARDWARE giant Bunnings is
opening a new front in the battle
for the home improvement dol-
lar, denying mmmgmmm
Woolwon.hs i

“lNG‘ssaﬂem:mwnhth
EU competition commission
looks Jess favourable than we
lndlwved.”wdﬁmsﬂitd:-

London-based analyst at
K&ﬁe,BNyeﬁezndWoods.Mr
Hitchings, who rates ING mar-
ket perform, said he had esti-
mated a share sale of €55

ING dropped €99, or 85 per

'mn'. 0. €10.67 in early Amster-
That

‘~+

values the
wmpanya@zzb.

ING was created by the 1991
rmerger of insurer Nationale
Nederlanden and NMB Post-
bank Grouy

up,
Chief executive Jan Hom-

men, who took over in Ianuary

said he would to sell the

ING said it reached an agree-
ment with the Dutch state to

Bloomberg

tooq)loﬁ:g:phﬂ)zm:ﬂa.
‘The Wesfarmers-owned chain
ING plans to raise €75 billion >
(5!J.lsbn) in a rights ogm hsb:ﬂmnndmsmmok.
and sell its insurance units, rangehoods to
the biggest Dotch ﬁnznua!ser~ ment the kitchen range it intro-
vices company seeks duced in 2007.
. Union taxpayer- Bunnings managing director
ﬁmdedahpa'}lr:uv:‘fora Jehn Gillam said:‘)ebnpedln
ING, which traces its roats to capture 14 per cent of the kitchen
1743, fefi the most in five months appliance market, in Ine with
after saying it planned ? stake in the overall
10 sell shares to fmance the | “home improvemest and out-
of €5bn of core tier- door living™ sector.
one ”ﬂlﬁﬁ” held by With Australias anfual sales
of kitchens and
llwouldsbedl:hcmnme ances estimated at $46 billion,
amits. though foftl public | such a market
nva'thenmfm,mme in annual revenue for Bunnings,
Amsterdam-based  company wheve  sales  in
Qﬁ‘em part of amounted to $5.5bn.
ae The new marks a con-
rmmmsphnladmmme g i ot the b
for hard-
ewumve.seekmgapprvnl - -
smemd.mdmmgaaom.xh e chn which bas ok added
e pool fencing to ts prodict offer-
mnol‘nmnpgemmc 0
has risen 59 per cent this yeas in ms“"be""’,ﬁ"_ﬂng"‘
gglﬂﬂ'ﬂﬂmvbuhngmmpu g T:
DowJons Stoxx 600 Insurance scope for Woolworths and joint

hardware scheduled to
open its first store in late 2011
We hardware

that its hardware chain may seek

Bunnings slams the kitchen door on rival Woolies

opportunity
gxutatheyhadhoped.wuthMr

Gmamsymymﬂayum

more than half of Bunnings®
customers were ferale.
Mr Gillam saldhednd not

te locations
stores, despnz Woolwonbs’

1 , atthe chain®s

mmlm{mmmm

sites within five
“ll'salwzysbeznnmﬂynnn—

petitive ... . there’s lots of people

whoﬁghtavsgoodsw s

kitchens

exaggerated by comparison with -
refatively weak siles for the same.
period a year easfier, and sales
growth for the full year was

‘UnVIable Brldgestone in the black

Manufacturing
BRIDGESTONE Anstralia, the

‘The company’s most recent
financial accounts lodged with

Huwwu'lhefzdnml.helom!
basiness has been making money

has been
mamﬂxo{ﬂmgiohalﬁnznuzl

years to avoid today’s decision,”
he said. ““The unforhmate m!hy
Australia

atall puts it in stark ifs

is that

t, which

mznd for its products in Japan,
the US and Europe.

Having warned it would be
lut:ky to break even by the year’s
end, Bridgestone bas since fore-
cast 2 Y6bn profit and is review-
ing projections after scaling

dmeﬂleAddzldeplant.whxdl

no longer

business. According to press re-
ports in New Zealand, that busi-
ness has racked up dose to
$NZilm in losses over the past

flect the poor performance of its

the gqnﬁnued operation of these
es ™

Dospne the company’ ’s on-
going attempts to unpmve d\e
competitiveness of its manufac-
turing operations, its ﬁnznuzl
2ccounts reveal the extent that
costs have scared Payments
made to suppliers and employees

rose IS per cent to $644m last
yw while sales and marketing
costs rose from $66m to S788m.

Bridgestone’s  Chiristchi
operations havesmoebemmwr
porated under the Australian

_results for

manufacturing has not
been profitable for many years.”
He dectined to

Profits to fall but Argo
forecasts better days

Investments.

STOCK picker Argo Invest-
nuntssﬂﬂupa:tsnsﬁtst—hzlf

dend and interest income, is
unlikely to bé representative of
the company’s results for the
current full year,” he a

impairment u-
ation charges. “This forecast,

based on expected lower divi-

pressure on profits
dends in the first half, before 2
modest improvement in the sec-
ond balf.

Mr Haryis said listed compa-
nies faced moderate improve-
ments in revenue and margins as
the economy recovered.

“Revenue growth should
moderately imprave and profit

margins increase.- However, fur-
lha cost-cutting is likely to be
limited as credit costs rema
relatively high and input costs
begin to pick up,” he said.
AAP

aufbusiness.
WITH the Australian dollar
nadmg near US93¢, keep track
of its movements with our global
currency market wrap each
moming at 9.20am (AEDT) at www.
theaustrallan.com.au/business.
READ incisive online comment
from John Durie and Criterion’s Tim
Boreham each unchtime at wwrw.

theaustralian.com au/business
or have it sent direct to your inbax by
signing up for The Australian's free
Business Briefing e-newsletter.

TOMORROW IN
# THE AUSTRALIAN

Gillian Butlock
looks for the best deals an small

Growth
buoys
fashion
group

Retall
WOMENSWEAR retailer Spe-

&eflrslh:!forthefuﬂymal
Henld!he:!wmstﬂl eco-

peri
“I do believe we are in a
strong po&hon to take advan-
tage of any increase in discre-
tionary spending by our custom-
market

retailer’s brands include
City Chic, Queenspark, Auto-
graph. Crossroads, Katies and

retaﬂeropenaiSSstnrsand

closed 28 undesperforming loca-
tions, taking the total number of
shops to 873,

“We are particularly focused
on removing underperforming
stores from the portfolio,” Mr
Per!smn

rted a net

The group repol
profit of $2256 million for the
ymm]uneSO up63pero=1!

“*We will review our operat-
ing results at the end of each
‘half, capital needs of the group,
and make the appropriate deci-

ns regarding dividend pay-
ments," Mr Perlstein said

Shares dosed down 6c, or
488 per cent, at $LI7.

AP -

Foreign buyer pays
$185m for GPT hotel

Bridget Carter
Property

AN offshore investor has agreed

It went at-a 10 per cent
discount to GPT's June valua-
tions and at an 8 per cent yield.

The sale comes after The
Weekend Australion  revealed
GPT was one of the parties lining

tower to seil since the start of the
global financial crisis.

GPT announced that its tour-
ism portfolio was for sale in July
last year, in an effort to recoup
$500m to drive down debt. A
year later, the portfolio’s book
value had declined to about
$600m.

The 630-room Four Points
hotel, the jewel in the crown of
GPT’s tourism portfolio, was
once in the company’s books at

AnmxﬁeroﬁuolSVDmfmm

One Investment Group'takes RFML

Florence Chong.
CREDITORS agreed yesterday to set up

mzsale,aﬁ:raSlanaputzl

tourism

$30-room Ayers Rock Resort.
Mr Cameron oo

ﬁmedlhz:GPI'ssu—n:gymm

sell investment

Sheraton on the Park in Syd-
ney, owned by Starwood Hotels
& Resorts, is on offer.

backed joint venture finked to the
founders of the failed Resort:

could be moving to
buy the Gold Coast Sheraton
Mirage Hotel from '.be

2 deed of company arrangement with
On Group, owned by for-
mer Allco executive Frank Tearle, to
take over Record Funds Management
Limited.

RFML, ultimately owned by the failed
Alleo Financial group, is the responsible
entity for Record Realty, which owns
almost $2 bilion of highly geared

property.
One Investment Group beat RR
Consortium, led by Record Realty non
executive chairman Robert West and
backers including former Allco co-head
of corporate finance Chris West, to take

Dexus stands firm on dlstrlbutlon

Florence Chong
Property trusts

ONE of Australia’s largest property
trusts, the $7 billion-plus Dexus Property
Group, has reiterated that it has no plans
to lift its distribution payout.

In response to a unitholder’s question
at its annual genel;‘lm eetmg in Sydney

yesterday, Dexus
sald'.hzlrtdldnotplznlnremmw
100 per cent of earnings per

security.
During its 2008 annual meeting, the
company said it would distribute 70 per
cent of eamings from this year, retaining
30 per cent of capital for aperating and

§250m, but this year said
the group would struggle to get
more than §200m for it

ey

GeorgeB:nk.mada!wnnh
about $70m.

aj
‘Mr Beare said it was not prudent and
did not make good business sense to

over RFML. PPB pariner Neil Singleton,
the ini of the

Hesu:l!heu'edﬂmsl'ndzgm:dm
ish the rest of the debt.

company, said yesterday that following
the creditors” resolution, One Invest-
ment Group would be able to continue to
manage the trust.

One Investment Group is controlled
by former Allco executive Frank Tearle
and Justin Epstein.

Under the resolution, Mr Singleton
said One fnvestment Group would have
to pay out the company”s assets of about
$500,000 to the creditors.

Mr Singleton said the next step for
him would be to distribute assets to the
creditors, who were owed between $2m
and $8m. The largest creditor was Allos
Finance Group.

distribute all jts eamings. Although it had
historically had a 100 per cent payout
poliLy.hcszidAustﬂliawasan“amm-

aly in the world™.
Unitholders were also disappointed
that their distribution had been diluted by

an increase in units, following two rounds
of capital raising in the past 12 months.
Barring unforeseen changes to operat-
ing conditions, Dexus chief executive
Victor Hoog Antink reconfirmed eam-
ings guidance of 73c per ity and
distributions of about 5.|c for the year
ending June 30 next y
Distribution in 700&09 was 73c and
Wicin 2007-03.

Sharcholders' advocate Pan Steiner
said shareholders were increasingly con-

G @ ®

The ownership of the management
company would be transferred to the
new owner in the next week or so.

He said the creditors decided that it
was not good for the management
company to be under an administratar
and that it should have a fresh start.

PPB, a corporate recovery spedialist,
wasappoxntedzdmmstnhormRFMLm
August - four months after receivers
were appointed to the ASX-listed trust,
Record Realty.

The position of unitholders in the
suspended Record Rmhy will not be
immediately affected.

Dexus etradeduyljcmdose
it 845¢ yesterday.

Citrus Orchard for Sale

OIM #2 Pty Lid (Receivers and

Managers Appointed)

Opportunity to acquire South Australian citrus orchard
Exprassions of Interast are sought for the purchasa of Solora South,
a high-ylelding, premium quality Gitnus orchard in the Loxton region

of Southeast South Australia:

« Frashold fand of 580 Ha (planted  ©
1and of 413 Ha)

Owned or
entiiements of 4,510 ML, .
aquivalent to 10.9 ML per hectara

at full matusity

Varlety of citrus fruits including
oranges, mandsrins, lemoans, limes
and .

Orchard established during the
period 1960 - 2006, with strong
historical harvest volumes to date

Located in a region considered as
the Ideal cfimate for citrus growing,
together with excellent transport
and water infrastructure

Final bids are due by 5.00pm, Monday 30 November 2009
This sale is under the instructions of David McEvoy and Paut Kirk of

as Receivars and

PricewatarhouseCoopers as
(as Trustee for the Timbercorp Orchard Trust #2).

For further information, please contact:

Director
Tetaphona: (03) 8603 6563
E-mal; stewant 2 mocalum@en pwe.com

it g et Tt
oo teoser elrihvakony vargami

Managers of OIM #2 Pty Lid

Aslndmn Diractor
elephona: {03) 8603 2691
E-mut: mamummmeau fpwe.com

Pri
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