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GKN, the UK engineering group, yesterday said discussions on the 
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merger of its industrial services operations with those of 
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Brambles Industries, the Australian-based transport and logistics group, were nearing a conclusion.

The new company is expected to have a market value of Pounds 6bn (Dollars 8.5bn) and annual sales of Pounds 3bn. "We are not conducting these discussions on the basis of an arbitrary deadline," 
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GKN said. "We will make an announcement when we have an agreement that's in the best interests of both sets of shareholders and not before."

After the 
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merger, 
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GKN's industrial service division - mainly the Chep pallet pool business and the Cleanaway waste treatment operation - would be put into a new company jointly owned with 
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Brambles Industries, with which 
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GKN has several joint ventures involving most of Chep and all of Cleanaway.

Analysts believe 
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Brambles will own 55 per cent of the new company, to be jointly listed on the UK and Australian stock exchanges but domiciled in Australia, similar to the model adopted by the proposed BHP Billiton 
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merger. Sir CK Chow, 
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GKN chief executive, is expected to run the new group.

After the 


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image34.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=465005254&div=0&FILE=../session/" \l "Hit13" 
[image: image35.png]



merger, 
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GKN and 
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Brambles will continue to operate standalone businesses. 
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GKN will remain a standalone company with its car parts and defence vehicle manufacturing business. 
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Brambles is expected to streamline its business, eventually selling its equipment rental division. 
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Brambles shares closed at ADollars 47.70 on Thursday. 
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GKN shares have risen from their low on March 22 of 650p to 736 1/2p on Thursday, down 34 1/2p.
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GKN's shares have been hit by concerns that the engineering business, once hived off from the industrial services operations, will struggle to survive independently.

The engineering business includes Westland helicopters and vehicle parts activities and has sales of Pounds 4bn a year with operations in 40 countries. Sir CK said in March he believed the company would have the "critical mass" to do well in a highly competitive global industry.

But investors have also been worried by 
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GKN's exposure to slowing demand in the US for cars. About a fifth of the company's sales last year of Pounds 5.1bn came from selling parts to US-based vehicle makers.

The company said in March that its North American automotive operations could suffer a "significant" impact if US vehicle production continued to be 20 per cent lower than the same time last year. www.ft.com/basic

