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 ADVANCE \y 105 pts  Good Afternoon……Ladies and Gentlemen

Given a deep fondness of working and living in Africa for many years it is my sincere pleasure to be addressing this forum today.

First of all, a little good news, bad news story.  The good news is that in preparing for this presentation, given the power of the internet and many strong personal contacts I managed to extract a powerful set of statistics on all the countries in Southern Africa covering GDP growth, employment levels, foreign investment, mining investments, infrastructure development, and trade balances just to name a few.  I managed to compile all of this data into a brief powerpoint presentation of only 90 slides which I should be able to fly through in my allotted 15 minutes.   The bad news for all the eager information junkies gathered here today is that my notebook caught fire on the way here and I won’t be able to show you this presentation. 

Ladies and gentlemen, given that we have just had a very nice lunch, with your permission, allow me to a take you on a quick trip around Southern Africa and perhaps avoid “indigestion by powerpoint”.

While each country in Southern Africa is unique and deserves it’s own full description and analysis, I would propose that we look at Southern Africa as two zones….first South Africa on its own, by virtue of the relative size of its economy and second the surrounding belt of Southern African countries from the Atlantic to the Indian Ocean, which from a mining perspective would primarily include:  Namibia, Angola, the DRC, Botswana, Zambia, Zimbabwe, Mozambique and Madagascar.

As most of you are well aware South Africa made a massive social and political adjustment some 14 years ago, guided by Nelson Mandela’s conciliatory approach, it was particularly successful given the historical context of Africa as a continent.  While the nation and it’s investors are uneasy about the succession to follow Thabo Mbeki and the emergence of the next generation of ANC leadership there remains underlying confidence that the ANC has been governed by a collective and not an individual and 

that good reason will prevail.  This however remains an issue to watch carefully over the coming year.   

The new ANC government inherited, in 1994, a bankrupt economy with many challenges.  Since then the new government has managed the Macroeconomics with purpose and consistency in a commendable manner relative to the development of business and industry in concert with rebalancing the needs of their society.  This has resulted in current budget surpluses which will allow the government to invest some 300 billion Rands into Infrastructure, primarily for power generation, roads, rails and ports; with little or no borrowing.

Many of you will have read about the Power Supply challenges South Africa are currently facing.  It is well understood that the government had pursued a strategy of encouraging more private investment for increasing the power supply and that they now understand that this strategy will not meet their needs fast enough resulting in the current undersized margin between supply and demand.  Eskom is a very large and well organized Utility and having received the investment commitments from the government have already put the actions in motion to install more generation capacity and get back to a robust power supply margin over the next 3 to 4 years.  I would suggest to you that it’s not just in Africa where governments and utilities can lose the plot for a few years.

Success and confidence abounds in many directions in South Africa today, including:

· Automotive assembly in the Southeast of the country

· Boom in tourism to 16 million visitors a year providing significant employment and foreign exchange 

· Preparations for the World Cup of Soccer in 2010

· A new rapid transit train between Johannesburg and Pretoria, called the Gautrain

· Tower Cranes seen on many horizons building housing developments, shopping centers and commercial space

· Booming commodity exports of Iron Ore, Coal and Platinum Group Metals.

While crime in South Africa, both real and perceived, remains a significant challenge the preparations for the World Cup in two years has generated more significant effort and investment by the government to confront these challenges and take concrete action.

On the Mining front, most of us are aware of South Africa as a major producer of Iron Ore, Coal, Platinum Group Metals, Diamonds, Gold Chromium, Manganese, Ilmenite, Vanadium, Cobalt, Uranium, Copper and Nickel as well as the smelting of Aluminum from imported Alumina.  While most of these commodities continue to grow in production output, we do see gold drifting down in importance from the South African production scenario.  However, it should be noted that many of the gold production plants are converting part of their operations to the refinement of Uranium concentrate.  Many of these operations produced Uranium years ago before the long, but recently ended, Uranium price vacation.  There are plenty of Uranium resources in the region so we can expect South Africa to play a big part in this industry.

Some examples of mining industry projects as result of the commodity boom include:

· Expansion of Iron Ore production to double or triple exports to up to 90 million tpa over the next 5 years

· Doubling the capacity of the world’s largest coal export terminal in Richards Bay.

· Major investments by both the major and junior players in the Platinum production game

· Expansion of Manganese and Chrome production

· And many others

As I move on from the context of South Africa to the other countries in the region, I would like to start with Zimbabwe as it is a country that is being monitored very carefully by South Africa as well as many other interested observers.  For many reasons, one does hope that sanity and reason will prevail in the near future with a successful transition to new leadership.  Part 

of South Africa’s strategy of massive infrastructure investment is to ensure their continued growth as the gateway to the South and Central Africa and they would hope to lead the efforts in rebuilding the economy, infrastructure and industry of Zimbabwe following such a transition and hence consolidate and accelerate being this gateway.  An extended waiting period could jeopardize this strategy relative to other countries aspiring to be the gateway to the region.

Zimbabwe is a phenomenal region, rich in resources such as gold, copper, platinum, coal; rich in agricultural lands historically producing corn, oranges, cotton and tobacco, temperate in weather and blessed with water for irrigation and power generation.  Having travelled there many times and having occaision to comprehend the terrific education system which existed until recently and the hardworking and good nature of its population as well as the solid foundation to a modern society which was close at hand only conjures up thoughts of the terrible tragedy that recent politics have caused.   All the attributes of a terrific mining industry within a successful country remain available and unfortunately we shall have to wait and see how and when this nation can cast off its current burden.

Botswana is a relatively small country in population terms, has been very stable politically over the past 25 years and is currently very growth driven.  Their economy is built around diamonds and coal and Debswana, which is De Beers’ Botswana subsidiary has a large portfolio of projects in early feasibility stages.

Zambia has had relative political stability for many years and appears to have remained so despite the recent death of their President.  Throughout the country there are physical signs of significant development and investment including road paving, hotel upgrades, stores with stocked shelves and new equipment suppliers and businesses springing up.  From an agricultural perspective, similar to Zimbabwe, Zambia could be a phenomenal producer of food with some organization and investment given their geography and climate.  There is much mining development work ongoing, mostly by junior and mid-cap companies focused on copper and cobalt.

Namibia, like Botswana, has a fairly small population and has been politically stable for some time.  Their small economy is built around cattle and tourism and there is less overall investment than in many other countries in the region with the mining industry focused on an increasing uranium business and a declining diamonds business.

Angola is a country that has only recently emerged from decades of civil war and hence only time will tell how the new government order will evolve.  In the mean-time there is no doubt that Angola is surging forward in development particularly built on Mining and Gas led in particular by Chinese Investors.  As the country is very rich in natural resources and has had minimal development over the past 30 to 40 years it is not surprising that there would be a step change in development with such vast opportunities.

The DRC is large country, with a sizeable population and like, Angola and Zambia, very rich in resources.  Politically stability remains a goal for DRC with challenges on many fronts.  The sheer size and richness of some the deposits, has many companies willing to accept these risks and proceed with development.  From a regional comparison perspective one could only imagine the DRC remaining somewhat of a paradox for some years to come given it’s size, it’s neighbours, its tribal diversity and it’s riches.

Mozambique is a very large country, relative to it’s population base and was the world’s poorest country for a long time as it fought its way through a protacted civil war.   Since then stable leadership has been the case and extensive investment has been growing in momentum year by year.  Tourism and agriculture are strong foundation blocks in their economy and the Mining Industry is built around Coal and Mineral Sands as well as Aluminum Smelting.

Madagascar remains in many respects a relatively undeveloped country which is only seeing its first signs of industrial development via the simultaneous development of an Ilmenite Sands Mining Operation as well as a Nickel Mine and Refinery.

Relative to the mining industry and from an overall perspective, our senior staff who regularly travel through this part of the world, have noted that over and above my comments regarding Angola, that most of the businessmen they meet in Southern Africa are Chinese and not North American.  Clearly they are pursuing numerous opportunities.

To provide a business comparison, Hatch is a private employee-owned consulting, EPCM and Project Management firm that has grown from a small consultancy based in Toronto in 1955 to one with over 9000 employees in 80 offices on every continent.  While we first started working on projects in Southern Africa in the early 1970’s we established our operations in Johannesburg in the 1995.  Following a very stable foundation setting period of 10 years with roughly 400 staff we have seen our team in Johannesburg expand five fold in the past 3 years to well over 1500 employees in the Infrastructure, Energy and Mining & Metals fields.

Ladies and Gentlemen…….Southern Africa is vibrant region, with terrific resources and opportunities, the industrial infrastructure to support just about any enterprise as well as trained, educated and willing people with a desire to achieve a better future.  Southern Africa is also a mosaic of first and third world services and attitudes, a place with a range of customs, views, objectives and approaches to getting things done.  Southern Africa, as does the rest of world, faces skills shortages, increasingly complex permitting environments, diminishing quality of mineable reserves and escalating project costs.   As a Canadian company, Hatch, understood it had a heritage of powerful engineering skills and excellent Project Management methods and we set out to use our tools, skills and experience in setting a foundation in the African context.  This in turn would allow us to develop the African part of our global team as Africans working in the African environment, developing an African future with an equal standing in our global company using the same set of tools and standards as we do on all other continents.  

The challenges of working in Africa are no greater than elsewhere, just different. 

My family and I feel very enriched by our years in Africa and hope all of you take the opportunity to enrich your lives as well as your bank balances in Southern Africa.

RC Francki

Global Managing Director

Hatch Ltd

Sept.10, 2008
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