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Deon gives feedback on the

US Roadshow
Selling a company to investors is a difficult task at the
best of times, made even more difficult in the volatile
times the gold market is experiencing at this moment,
with massive swings in the exchange rate and the gold
price.

I joined our Investor Relations Manager, Ilja Graulich,
on a week-long roadshow in the United States, seeing
funds in New York, Boston and San Francisco, spelling
out DRD’s growth strategy and the role the company
would like to play in the Australasian region – an area
identified by the company as a suitable growth point.

My role on the roadshow was to highlight DRD’s
operational strength – the strength that allows the
company to deal with assets that other gold companies
regard as old, tired and not worthwhile.

We highlighted the success we managed to achieve as
a team and a company at Blyvoor, managing to extend
the life of mine from some nine months two years ago,
to close to 20 years in its current state. We also assured
the fund managers of our intention to carry our success
story to the North West Operations where a ‘right sizing’
exercise was imminent to counteract the gold price
volatility. This was well received and appeared to have
a positive impact on the fund managers’ impressions
of the company’s ability to manage its mines in the
current gold price environment.

The roadshow was a success in that many of the fund
managers we saw understood the macro mining
environment very well, but were intrigued by the
intricacies of running a mine. The feedback was that
the information they received was very useful and
would come in handy in considering digging deeper
into mining stocks.

But, it was not only one-way traffic. I learnt a lot about
what fund managers expect from a company and why
they invest in a stock. The criteria they look for, what
expectations we need to fulfil in order for them to stay
in the stock and support us, as well as building the
confidence of the investment market through consistent
performance, were clear messages we received
throughout our roadshow.

Regards
Deon van der Mescht
Manager: SA Operations

Deon van der Mescht, General Manager at
DRD’s Blyvooruitzicht Mine near Carletonville
since January 2001, has taken up the reigns
as head of the company’s South African
operations.

With well over two decades’ worth of mining
industry experience, Deon is ideally suited to
ensuring DRD’s South African assets continue
to produce the goods well into the future.

Deon started his career as a learner official
at Evander Mines in the early 1980s,
whereafter he obtained his National Higher Diploma in Metalliferous
Mining. He proceeded through the ranks within the mining industry, but
singles out the experience gained  in pillar mining while Production
Manager at DRD’s Buffelsfontein Mine in the late 1990s as invaluable to
his career.

Deon is passionate about mining and states that he “is prepared for –
and excited by – the challenge of heading up DRD’s South African
operations.”

Spotlight on Deon van der Mescht

Message from Mark
Ouch! That was a bump on the Rand roller coaster Durban Deep has been
riding for the last 18 months. The first loop was a 40% devaluation, then
this was followed by a 50% revaluation. Such gyrations are distinctly
unwelcome, and perhaps somewhat mystifying for our overseas shareholders,
but they certainly cause havoc with our long term planning.

For this financial year we planned for a local gold price of R102,500/kg of
gold – last month the gold price in Rand terms reached a low of R72,000/kg.
That’s quite a difference and most disappointing in light of the rising trend
in $ gold.

So why has the Rand developed muscles all  of a sudden?
Clearly we have to strip out dollar weakness from the figures – that accounts
for about 25% or about half the change in the exchange rate. The remainder
is down to the new “tough” monetary policy being imposed by the Reserve
Bank. Unlike the global trend, South Africa has been raising interest rates
– up to 17%. Now that was in response to the “inflation” imported from the
previous devaluation which rose from 6 to just under 14%. However, inflation
is falling now with the PPI down to below 6% again. The high interest rate
has attracted “hot money” into the Rand.

Of course the problem with “hot money” is that it is essentially short term
and will leave these shores as rapidly as it came. Fortunately there are signs
that this is beginning to happen.

So why’s this important for us? Well we don’t hedge – gold or currencies
and that means we provide shareholders with full exposure to our assets.
Secondly we are in the middle of a $25 million capital upgrade programme
and the volatility of the currency sends all the return projections haywire.
Finally we have to adjust our grades of the ore we mine to reflect the local
cost structure. We do have grade flexibility but we cannot close and open
mining areas like a tap. It takes time.

While we are confident that the Rand strength is an aberration, we have
been responding in our operations – primarily in the higher cost sections of
North West where we will mothball a shaft and accelerate our plans to
concentrate milling in a single plant. This will produce higher grades and
lower costs. Looking to next year, our crystal ball is using a local gold price
of R96,500/kg, being made up of $350/oz for the gold price and R8.60 for
the $ exchange rate. Since these are close to current levels we are hopeful
that there will be upside from here. Let’s hope that this can be
achieved gradually. Nasty shocks are not good for my nerves!

Regards,
Mark Wellesley–Wood




