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Billiton, now GKN and Brambles - UBS Warburg is developing something of a production line for Anglo-Australian dual listed companies. The prospects for the new Brambles are excellent. A near-monopoly with spectacular growth prospects is such stuff as dreams are made of, but the description just about fits Chep, the pallet business that forms the cornerstone of the new company. Divestments should raise more than ADollars 1bn, enough, in conjunction with cash thrown off by the more mature UK and Australian pallet businesses, to fund Chep's continuing expansion in North America.

The remaining GKN business faces a tougher question: will it be able to trade as better than a low-growth engineer with an uncomfortable exposure to the automotive sector? This is a somewhat unfair portrayal. GKN is clear world leader in drivelines and powder metallurgy, with a proven ability to gain market share in segments that themselves enjoy better than average growth prospects.

That is not enough to get the new GKN back to the 13-15 earnings multiples Chep allowed it to enjoy. But if the new Brambles is valued at Pounds 6.9bn, the 43 per cent that will be held by GKN shareholders is worth about Pounds 3bn, or 415p a share. That leaves the remaining auto/aerospace business at about Pounds 2.6bn, or 360p a share - barely 10 times 2001 earnings, and not much of a premium for what is clearly one of the best businesses in a difficult sector.

