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Go to first hit 

It has worked for Royal Dutch/Shell and for Unilever, though the jury is still out on Reed Elsevier. Now the mining groups 
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BHP are to go the route of merging their businesses through a dual-listing structure. A group with a Pounds 20bn stock market value will be created, but the independent share quotations of the two companies in their home countries - the UK and Australia respectively - will remain.

Whatever the questions about the rationale of the deal, 
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Billiton shareholders can feel that they are getting the upper hand. Immediately before the merger was announced, 
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Billiton accounted for just 34 per cent of the combined market capitalisation of the two. When it is completed and 
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BHP has spun off its steel interests to its existing shareholders, it will be 42 per cent.

That said, the new 


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image16.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=512738291&div=0&FILE=../session/" \l "Hit7" 
[image: image17.png]



BHP 
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Billiton will be very different from the current 
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Billiton, which is heavily focused on aluminium (it generated 45 per cent of operating profits in 2000). In contrast, 
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BHP gets more than half its profits from oil and gas, which will be the biggest contributor to the new group's profits, while aluminium's contribution will sink to just 13 per cent. The result is a more defensive mining group with substantial interests in coal, copper and iron ore. That's fine for investors who want their returns to be anchored to global growth in demand for hard commodities, with a bit added on for opportunities from vertical integration plus small amounts of cost savings that the merger will bring.

It's not so good for those who see 


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image28.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=512738291&div=0&FILE=../session/" \l "Hit11" 
[image: image29.png]



Billiton as a geared play on the growing use of aluminium in the automotive industry. Then there is the issue of management. The new group's boss will be Paul Anderson, chief executive of 
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BHP, but Brian Gilbertson, who combines the chairman and chief executive roles at 
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Billiton, will take over from Anderson at the end of 2002. The other two executive directors will come one each from 
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Billiton and 
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BHP, with two more to be appointed. Most of these will be located in Melbourne, but London will retain some head office functions.

It all seems a bit too cosy, but the test will be whether management bites the bullet if shortcomings become manifest. Lex warned that "if managements look on dual listings as a way of fudging the cultural issues that arise when putting together businesses from different countries, they are likely to come to grief." True enough. The trouble is that shareholders suffer too.

