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onstruction boom set for
extra time after World Cup

Abdul Milnzi
Trade and industry Editor

HE boom in the bullding

l sector, which has seen 11

construction companies list
on the ISE since the beginning of the
year, is here to stay — at least for the
next 10 years

This is the bold putlook shared
by Industry players and analysts
about industry prospecis,

This month wlone saw five list-
ings on the construction sector —
three an the main hoard and two on
the AltX

Pesgimists have dismissed the
boom &s 4 "helium sphere” that will
burst after the 2010 Soccer World
Cup has ended.

Last year, Public Works Minister
Thoko Didiza sald growth in the
construction Industry wais
inevitable, even  without  the
impétus provided by the soccer
exiravaganza,

Makwe Masileln of Nehswu
Securities  says  develgpment  of
infrastructore as well as growth in
the private sector, such as residen-
tial and retall development, should
catise the booi o last for years

He says road infrastructure in jo-
hannesburg and Cape Town, ports
and alrpons development and the
general housing backlog are oppor-
tunities that will continue to boost
the industry well heyond 2010,

lewellyn  wan  Wyk, senior
researcher at the Councll for Scien-
tific and Industrial Hesearch, says
the rush to the JSE by the construc-
tion industry is good for the
economy. But on whether the list-
ings will be sustainable when the in-
dustry levels oul, he says "It is
natural 10 see many companies
springime up during i boom, and ei-
ther be swallowed up by big ones or

wim noncore operstions  when
contracts dry up.
Murray & Roberts CEO Brian

Bruce recently sald SA’s construc-
tion economy, which hind been in
retrent for three decades, was on the
cusp of a new cyvele of growth that
wontld last a cotiple of decades
Group Five has benefited from
the government’s increased spend-

" ing on infrastructure, with revenue

from its construction divisian up
39,1% to R3,5bn, making up B8% of
total revenue.

Construction chemicals supplies

ABE  Construction  Chemicals
became the Iatest constmction
company o list a ago,

signalling a strong response by the
private sector to the South African
economy's  thirst  for  fixed
investrent

Last month's lsting of electrical
and instrumentation construction
company B&W wus proof that the
Warld Cup was not the only driving
factor in the construction boom.
The group said the R30m raised an
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listing would enable it o continie
expansion in the growing clecirical
andd  instrumentation ket
vitlued at HE,5bn over the twex five
yeurs in SA alone.

B&W said with demand for
pawer generation plants apnd pew
mines in the pipeline in SA and
across Africa the group was partic
ularly targeting the mining. encergy
and oil and gas sectors.

Geotechnicsl engineeting com
pany Esor, which listed in March last
vear, recently blized a trail as the
first constructon-related company
on AltX to declare a dividend when
it declared one of 6¢ a share, three
times higher than forecast

The group more than doubled
revenue (o R291 4m from KE25m foy
the vear ended Felwruary, attributimg
the phenomenal growth s the
construction boom.

Constuction  group Sea  Kay
Holdings sald this month that the
affordable housing sector, which
was bucking the trend in a mwoder
ating residential property industry,
would drive new growth in
construction

Construction group Basil Head
recently  recorded the  highest
turnover incrense in the group’s 54
year history, with its share pnoe
growth beating the all-share intex
by & large margin, pusting a revenue
increase of 88%.

Civil  engineering  specialias
Sanyati Holdings has beefed up ils
order book with new contracts
warth R213m.
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The ste¢d Industry is also bene-
fiting. with local steel consumption
continuing to soar due to the
inerease in infrastructure spending
by both private gnd public sectors.

According 1o the International
fron amd Steel Institute, total local
crude steel production increased 1
J722.million 1ons last year, from
9,494 million tons in 2005.

skills remain a challenge in the
industry and Richard Pike, CEO of
Adcorp  Holdings, SA's leading
oad-based recruitment  services
company, save SA I producing
shoin 1 300 engineets a year when
the country nesds about 13 000 a
vear o meet demand,

I'he shortage has forced Pretoria
Portland Cement (PPC) to launch irs
own fcademies in North West to
urhlress the shortage of skills in the
cement and mining industries.

Miny analysts are saying they
are confident of a sustained boom
for thie next 10-15 years, particularly
given the potential for sustalned
ceonomic growth and prospects for
expanding the level of fixed invest-
ment as a percentage of gross
domestic product (GDP).

SA's presentt gross fixed capital
formation ax a percentage of GDP bs
1 79%, with the government recently
setting a target ol 25%.

Nehawa's Masilela says the pre-
sent hoom is no fluke as SA previ-
oudly sustained a  construction
houin for three decades — from the
Second World War night up to the
19705 ol crisis.




