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Is consolidation in South Africa’s platinum sector a foregone conclusion?
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With the platinum sector creaking under cost, labour, price and political pressures one logical outcome that
 springs to mind is that players in the industry will further join forces to leverage economies of scale.

Royal Bafokeng Platinum (RBPlats), by its very nature and origin, is itself the product of a joint venture with Anglo
 Platinum. RBPlats CEO, Steve Phiri, confirmed today that consolidation in the industry is indeed likely and that
 partnerships are one of the pillars of the RBPlats business model.

Phiri joins a circle of platinum players making similar noises. Anglo American CEO, Cynthia Carroll, recently said that
 it would be reviewing the shape and size of its platinum operations. African Rainbow Minerals chairman, Patrice
 Motsepe, said it was positioning itself for acquisitions and that the time was ripe for entry into the platinum sphere.

The noises do not only extend to existing producers but also those with projects in the pipeline backed by the belief that
 platinum demand will outstrip supply in the long term.

Chinese backed Wesizwe, busy with the construction of its Frischgewaagd-Ledig project, has confirmed it is looking for
 synergies with its neighbours, particularly around infrastructure and beneficiation.

From a geographical perspective, Wesizwe’s neighbours are RBPlat’s Styldrift and Boschkoppie interests along with
 Canadian listed Platinum Group Metal’s Maseve project. Wesizwe also holds a 26% interest in the Maseve project.

Further afield in the Eastern limb, Village Main Reef CEO, Bernard Swanepoel said its Lesego platinum project "is too
 big a project for too small a company. We need bigger guys with bigger wallets to walk next to us".

Watch this space as CEO’s not afraid to look outwards, move and shake up a battling sector.

All of this comes on the back of RBPlat’s annual results today which showed its gross profit margin reducing 20% from
 23.7% in 2010 to 19% in 2011. Operating profit declined 17% on a normalised basis to R517m (US$69 million) and the
 fall of normalised HEPS by 24% to R2.14/share ($0.28/share) was exacerbated by the year on year increase in the
 weighted average of shares due to the timing of its listing late in 2010.

Cost creep, lower productivity and a real decline in the Platinum Group Metals (PGM) Rand basket price did the
 company and its peers no favours during the year.

The 2% decline in production to 281,598 PGM ounces was attributed to 12 safety stoppages, a contractor strike, staff
 turnover and a belt tear. The safety stoppages resulted in the loss of 11.5koz and an increase in unit costs of R16.10/t.
 On the positive side the miner had zero fatalities during the year and a marked improvement in its safety statistics.

Of the stoppages, 64% were as a result of support issues. Phiri said that most of these safety stoppages were for quite
 trivial matters. On the project side the company said that it expected a 2 month delay in the extension of the South Shaft
 to September 2012 as a result of a change in mining method.

The shaft sinking at the Styldrift 1 project, that could effectively double production at RBPlats by 2017, is running three
 months behind schedule. The explanations for the delay were the introduction of new technology, the shortage of skills
 and water intersections. Despite this, a cost saving of R1bn on completion is on track said COO, Nico Muller.
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