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GKN yesterday declared it was on the prowl for acquisitions to bolster its engineering operations as it cast off its industrial services division in a ADollars 19.8bn (Pounds 7bn) 
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merger with 
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Brambles, the Australian logistics group.
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GKN, which will have annual sales of Pounds 4bn from its automotive and aerospace engineering businesses, reassured the City it would not suffer a fate similar to those UK engineers swallowed by larger groups.

"We are global, we are focused and we have a strong balance sheet," said Sir David Lees, chairman. "We are not a disparate automotive parts company."




 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image13.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=456800366&div=0&FILE=../session/" \l "Hit6" 
[image: image14.png]



GKN, which has net debt of about Pounds 740m, would not be drawn on how much it could spend on acquisitions but analysts said it could afford up to Pounds 750m.

Marcus Beresford, who will take over as 
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GKN chief executive when Sir CK Chow moves to the same job at the enlarged 
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Brambles, said there was greater scope to consolidate the powder metallurgy industry but acquisitions in each of 
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GKN's businesses would be considered.
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GKN said it would avoid "commodity" automotive buys that would dilute the growth of its driveline business, which has 41 per cent of the world market.

The creation of the enlarged 
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Brambles Industries is expected to go to shareholders for approval in June and be completed by September. It had pro forma annual sales of ADollars 7.1bn and will be listed in London and Sydney.
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Brambles shareholders will be given approximately 3.1 shares in the new company for each share they now own, while 
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GKN shareholders will take part in a 1-for-1 swap. This will give 
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GKN shareholders 43 per cent of the new group in what was described as nil-premium 
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merger.

"After years of trying to do this, even if there was the smallest hint there was a winner or loser we would not have got agreement from both boards," said John Fletcher, 
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Brambles' chief executive.

But he added that the 
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merger would be earnings dilutive for 
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Brambles by 3-4 per cent annually for the first two years before becoming earnings positive in the third year after the deal. It will be slightly earnings accretive for 
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GKN, which said it would incur some Pounds 30m of demerger costs.

"Perhaps 
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GKN shareholders have received rather less of the combined group than I thought we would get," said an institutional investor in the UK group. "But it should allow the two separate parts to be assessed more accurately and help the conglomerate discount that was applied to the shares of the old structure to unwind."
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GKN shares rose 7 1/2p to 775p. Shares in 
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Brambles closed up 2.5 per cent at ADollars 50, up 20 per cent since the 
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merger talks were first announced in January.

