16 January 2001, Financial Times , Page 22 FTCH (London Ed1) 
LEX COLUMN: GKN/Brambles LEX COLUMN (No. of words: 258) 20010116L122.803 

Go to first hit 


[image: image1.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=652441107&div=0&FILE=../session/" \l "Hit2" 
GKN/


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image4.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=652441107&div=0&FILE=../session/" \l "Hit3" 
[image: image5.png]



 Brambles

How cheap is Chep? This pallet pooling and logistics business is a gem: a company with 20 per cent growth rates and a near 20 per cent margin, with a virtually unassailable market position. But Chep, along with Cleanaway, a waste services business, is concealed behind the veil of a 50:50 joint venture between 
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GKN of the UK and Australia's 
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Brambles Industries. 
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GKN is discussing a nil premium 
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merger between 
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Brambles and its own industrial services interests. If it can pull this off and float the resulting business on a support services multiple of, say, 13-14 times earnings before interest, tax, depreciation and amortisation, that ought to bring Chep's value into much clearer relief.

Hard synergies will be scant, but unifying ownership would still bring advantages. Chep is growing rapidly in the US - where it has been firmly recommended to suppliers by retailers such as Wal-Mart - and continental Europe; building up the pallet infrastructure consumes cash. Common ownership could reduce tension about how to fund this growth, and a flotation might allow it to raise capital. 
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GKN has chosen an opportune moment, with 
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Brambles temporarily bereft of top management.

But good news for Chep may be less good for the remaining automotive and aerospace divisions of 
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GKN. The drivelines and sinter metals businesses are arguably as promising as any automotive supply business, but strip out the high growth and high margins provided by the pallet business and 
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GKN risks fading into that twilight reserved for mid-sized British engineers.

