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Demand for more hotel rooms

Tourism arrivals on the rise

Roy Cokayne

AT LEAST six new hotels with
more than 200 rooms or more
are expected to be built in
South Africa within the next
five years, according to PwC.

The professional services
firm expects 2600 new hotel
rooms to be added to the mar-
ket in this period and the over-
all number of available rooms
in the country to increase at a
0.7 percent compound annual
rate to 67 000 in 2020 from 61 100
last year.

Pietro Calicchio, an indus-
try leader of hospitality and
gambling at PwC Southern
Africa, said yesterday that
54 percent of the additional
hotel room capacity would be
in Cape Town.

Strong growth

“We forecast that hotel room
revenue will grow by 11.9 per-
cent in 2016 to R15.8 billion.
The interest in new hotel de-
velopments in Cape Town re-
flects its strong growth rates
and its appeal as a tourist at-
traction,” he said.

Total room revenue is fore-
cast to grow at a 7.8 percent
compound annual rate to
R20.6bn in 2020 from R124.2bn
last year.

PwC’s sixth edition of its
hotels Ooutlook report said ma-
jor openings of hotels in South
Africa with 200 rooms or more
included the Radisson Blu Ho-
tel & Residences in Cape Town
in 2017; Sun International Men-
lyn as part of a R3bn urban
casino and entertainment com-
plex in 2017; the R1bn Marriott
Executive Apartments in Jo-
hannesburg in 2019; Stayeasy
and Sunsquare, Tsogo Sun’s
two hotel complex in Cape

Town with a combined cost of
R680 million in 2017; the R380m
Radisson Red V&A Waterfront
in Cape Town in 2017; and Ibis
Communicare in Cape Town
in 2019.

Calicchio said the overall
outlook for hotels in South Af-
rica was expected to remain
positive despite the consider-
able weakening of the South
African economy.

“It is promising to see a
growing number of new hotels
that are planned for the South
African market over the next
five years,” he said.

Calicchio said the star per-
formers in the market last year
were five-star hotels, which in-
creased revenue by 21 percent
to R2.1bn and achieved record
occupancies of 79.5 percent.

——
If occupancies

kept on growing,
additional

five-star hotels

might come

on stream.

But Calicchio said it was un-
likely that more five-star hotels
would be built in South Africa
in the forecast period, because
it was a niche market and a lot
of investment went into a five-
star hotel.

However, if occupancies
kept on growing, additional
five-star hotels might come on
stream, he said.

Calicchio said the devalu-
ation of the rand and the re-
laxation of certain visa regu-
lations had both had a positive
impact on the tourism industry
in South Africa, making the
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Sun 1 Hotel in Southgate. PwC expects 2 600 new hotel rooms to be added to the South African market within the next five years, and
that 54 percent of the new capacity would be in Cape Town.

country a more attractive tour-
ism destination.

“This has also had a posi-
tive impact on the number of
foreign visitors to South Af-
rica over the past six months,”
Calicchio said.

There was a 6.8 percent
decrease in visitors to South
Africa to 8.9 million last year
from 9.5 million in 2014.

Oil refineries deny union’s claims

Wendell Roelf

SOUTH Africa’s largest oil re-
finery, jointly operated by Shell
and BP, had not shut down due
to a workers’ strike over wages,
a spokeswoman said yesterday,
contradicting an earlier labour
union claim.

“The plant has not stopped
production and we have meas-
ures in place to ensure con-
tinued safe operation during
the national Chemical, Energy,
Paper, Printing, Wood and
Allied Workers Union (Cepp-
wawu) strike,” spokeswoman
Cindy Govender said.

A senior union official had
earlier said that the refinery,
situated on the east coast of
Durban port and with the cap-
acity to refine 190 000 barrels

per day of crude oil, had come
to a “standstill” on the first day
of an indefinite strike declared
by Ceppwawu.

Workers belonging to the
union had issued a notice to
strike in the petrochemical sec-
tor, seeking a 9 percent wage
hike from employers that were
offering less.

Work was unaffected at
other major refineries oper-
ated by Chevron, Total, South
African petrochemical com-
pany Sasol and national oil
company PetroSA.

“Operations continue as
normal and there is no impact
on production,” Sasol spokes-
man Alex Anderson said.

The National Petroleum
Employer’s Association has
said a stagnating economy

at home and weak global oil
prices meant employers could
only offer a 7 percent raise this
year, and an April consumer
price index rate plus 1.5 per-
cent the following year.

Union members are also ex-
pected to start a national wage
strike in the pharmaceutical
sector today, when about 23 000
workers in both the petrochem-
ical and pharmaceutical sec-
tors were expected to down
tools for better pay.

Higher-than-inflation wage
increases, which are being
sought this year in negoti-
ations in the South African
mining, petroleum and manu-
facturing sectors, have been
flagged by policymakers as
a danger to an already weak
economy. — Reuters

He attributed this largely to
the new visa regulations and
the state of the global economy.

Regulations

Calicchio said the visa regula-
tions were relaxed in October
and there was a 16.8 percent
increase in monthly over-
night visitor numbers in the

first four months of this year
compared with last year, with
monthly visitor numbers ex-
ceeding 1 million for the first
time in January.

Veneta Eftychis, an asso-
ciate director at PwC, said
that the number of arrivals
in Mauritius had increased by
11 percent last year, the largest
increase experienced in the
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past five years.

Eftychis believed this could
have been caused by tourists
diverting their destination
from South Africa to Mauritius
because of the island’s more
lenient visa requirements.

PwC’s hotel outlook report
focuses on South Africa, Ni-
geria, Mauritius, Kenya and
Tanzania.

Dangote Cement scales back growth

Liezel Hill and
David Malingha Doya

DANGOTE Cement signalled it
might ease the pace of adding
new capacity amid foreign ex-
change constraints in its home
market of Nigeria, as Africa’s
largest producer of the building
material reported a decline in
first-half profit.

While the company remained
committed to its ambitious
growth plans, “we are taking a
more measured approach to the
roll-out of new capacity across
Africa,” chief executive Onne
van der Weijde said in a state-
ment yesterday.

That could mean extending
the time set aside to complete
the projects, the Lagos-based
company said.

Dangote Cement, con-

trolled by Africa’s richest man,
Aliko Dangote, has more than
doubled production capacity
since 2013 and said in April it
might increase cement capacity
by a further 77 percent by the
end of 2019.

Foreign-exchange constraints
in Nigeria had prompted the
company to reconsider the pace
of its expansion and it now
believed a five-year building
programme was more appropri-
ate, it said.

Van der Weijde's comment
about a more measured ap-
proach “implies that manage-
ment will be prioritising
projects” and “take time to
properly articulate a long-term
strategy in existing markets,”
Jumai Mohammed, a Lagos-
based analyst for Exotix Part-
ners, said.

Profit for the six months to
June declined to 106.3 billion
naira (R4.88bn) from 123.1 bil-
lion naira a year earlier, the
company said in a filing to the
Nigeria Stock Exchange.

Revenue increased 21 per-
cent to 292 billion naira.

“We have achieved a com-
mendable result, given the
very challenging situation in
our main market and general
economic weakening across
Africa,” the chief executive said.

Earnings in the period were
affected by lower selling prices,
higher fuel costs and the lower
efficiency of new plants still in
their start-up phases, the com-
pany said.

Dangote posted a “weak
but expected performance”
as it faced several challenges,
Mohammed said. - Bloomberg

A weak rand lifts
prices of new cars

Roy Cokayne

DRIVEN by the weakness in the
value of the rand, new car prices
increased by 8.4 percent year on
year in the second quarter of this
year from 6.6 percent in the first
quarter.

Used car prices rose by
2.7 percent year on year from
2.2 percent in the same per-
iod last year, according to the
latest TransUnion South Africa’'s
vehicle pricing index released
yesterday.

Derick de Vries, the chief
executive of Auto Information
Solutions at TransUnion, said
the drastic price surge of new
vehicles could be attributed to
a delayed reaction to the rand
weakness and ongoing poor
economic conditions.

“The combined effect of the
negative gross domestic prod-
uct growth rate, the increase in
interest rates, higher inflation,
the increase in unemployment,
lower consumer confidence and
economic instability have all
played a role in the increase of
new and used vehicle pricing.

“These combined factors are
slowing down sales volumes
substantially. The demand for
used vehicles is also increasing
considering the affordability
challenges in the new vehicle
market,” he said.

Figures released by the De-
partment of Trade and Industry
earlier this month revealed that
total new vehicle sales dropped
almost 10 percent to 272 461
vehicles in the first six months
of this year from the 302 553
units sold in the corresponding
period last year. New car sales
have dropped by 10.4 percent
so far this year.

De Vries said the index indi-
cated that consumers were
enduring substantial increases
in the basket of high volume
passenger vehicles and this
would slow the new and used
car market. “Consumers tend

to look for cheaper cars or hold
on to their existing vehicles for
longer than normal,” he said.

De Vries said overall the cur-
rent economic conditions were
impacting on multiple indus-
tries related to vehicles, includ-
ing finance houses, manufactur-
ers, insurers and dealerships.

Finance houses were faced
with declining applications
while manufacturers and
dealerships faced a declining
vehicle market and insurance
companies would need to re-
main competitive to reduce
cancellations, he said.

"“A depressed car market
highlights the need for manu-
facturers to slow down produc-
tion or cut margins to create
more demand. Dealerships will
need to implement targeted
marketing strategies to match
supply to demand and imple-
ment more incentives,” he said.

TransUnion data showed that
vehicle finance deals for new
cars dropped by about 48 per-
cent in the second quarter and
by about 24 percent for used
cars compared with the second
quarter of last year. The per-
centage of new and used cars
being financed below R200 000
remained constant from the
previous quarter.

Shifting back
De Vries said used car loans
had increased to R189 000 from
R136 000, which indicated that
consumers were either financing
cheaper new vehicles or more
expensive used vehicles.

Rudolf Mahoney, the head
of brand and communication
at WesBank, said the bank was
forecasting that the market
would start shifting back to
new vehicles within the next 12
to 18 months as the supply of
quality used models dried up.
“Buyers re-entering the market
are also more likely to shop in
lower segments, again affected
by affordability,” he said.

TransUnion released its vehicle price inflation index yesterday,

revealing a surge in the price of new vehicles.
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“This success has enabled us
to create numerous, sustainable
job opportunities for historically
disadvantaged South Africans,
in an effort to right the wrongs
of the past and build a more
inclusive country.

N an industry that is dom-
inated by global players,
the Elegant Group makes a
refreshing change as a fuel
company focused on local
solutions, according to Group
director Rocco Strydom.

CEOs want

to 1mprove

fuelling a . success

“It,” he says, “supports the . Group “Our margins have improved
communities in which we oper- Director, | drastically as a result of our b h ]f](] k
ate to grow — through business bus I I I es S Elegant strategy, having a significant ef- enc ar S
creation, sustainable job oppor- ° Group fect on our bottom line,” says

Strydom. “Indeed, we are on
track to supply 25 percent more
fuel in the current financial year
than in the previous year — from
240-million litres to 300-million
litres.”

Apart from the business and
job opportunities it creates,
the group also gives back to its
communities by way of Project
Themba.

People from disadvantaged
communities are trained as arti-
sans in the trades and skills
required in the fuels industry,
such as welders, pump installers
and technicians.

“By creating real and sustain-
able changes in these people’s
lives, we are assisting them to,
in turn, make real, sustainable
contributions to their commun-
ities,” he adds.

“We’re in business to be suc-
cessful, but we realise that this
is founded on the success of the
communities where we operate.
We're sincerely helping people
and their communities to get
ahead - and our company is
thriving because of it.”

tunities and support for other
businesses. It’s a strategy that
is paying handsome dividends.”

Initially a commercial sup-
plier of fuels, Elegant has en-
tered the retail fuel space,
rebranding existing service sta-
tions and building new ones for
the brand. It also has a liquid
petroleum gas (LPG) division
that refurbishes and builds ser-
vice stations for clients. It is also
a retailer of personal protective
equipment.

Strydom adds, “We have
pivoted from being a purely
commercial oil company into an
attractive, new and fresh retail
offering that is different for the
public: a unique South African
brand. We are busy incorpor-
ating a retail portal into our
website and once operational,
will guide potential customers
through the process of buildinga
new filling station or converting
an existing filling station into an
Elegant Fuel retail offering.

The Elegant Group currently
operates 20 branded service
stations throughout South Af-

PwC’s Annual Global CEO survey seeks
to understand which areas CEOs want
to better measure and which areas they
want to better communicate to the mul-
tiple stakeholders who interact with
their organisations.

The most recent research revealed
that the key metrics CEOs would like to
improve are the ones traditionally seen
as ‘harder’ drivers of business success.

These include innovation and risks,
while the areas they want to better com-
municate are emotional, ‘softer’ issues
around values and purpose.

However customers are seeking in-
formation about both the ‘hard’ and
‘soft’ drivers of business success.

PwC’s report says “Indeed, real-time
dashboards created and managed by
users themselves are becoming feasible,
raising expectations for more fresh and
relevant information and ways of view-
ing it. Ultimately the CEO must deal
with matters of the head and the heart,
the rational and the emotional.

“Our research suggests that there
is much room to improve on both the
assessment and communication of key
business areas, including of course, core
financial data.”

communities

and people

in ensuring that every service
station project is viable and does
not hold it back.

“We don’t want to end up with
long-term legacy issues, so we
are working with some of the
best consultants in the industry
to ensure that every filling sta-
tion is a success,” he says.

The upshot is that Elegant’s
slow-and-steady strategy — and
its commitment to people trans-
formation — is translating into
business growth.

“Having started the retail of-
fering a little over three years
ago, we initially struggled to find
traction. Slowly but surely, how-
ever, we have gained recognition
in the market It is safe to say that
Elegant has found its way into
the hearts of the South African
public.

rica, and has another 15 in the
pipeline. But, says Strydom, the
company’s growth strategy is
deliberate and not rapid. Instead,
the focus is on building a sus-
tainable business, along with the
communities in which it oper-
ates.

“Growth has to be managed
and one has to look at the sys-
tems and personnel each step
of the way It means that we
are flexible enough to diversify
and cross-sell into any market
that could potentially fit into our
business model. At our core, we
are driven by an entrepreneurial
spirit and we will continue to be
guided by it,” says Strydom.

Importantly, the Elegant
Group hammers on quality over
quantity. According to Strydom,
the company takes great care

Elegant Fuel is an innovative, proudly local oil company that
is opening service stations all over South Africa.

We're proud of our commitment to the communities in which
we operate - when you support Elegant, you fuel the
development of your country.

Look out for our distinctive blue-and-yellow logo, and turn in
to make a difference!




