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Plans to create the second-largest mining and metals company with the merger of 
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BHP of Australia could spark a further shake-up in the industry.

The merger of 
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Billiton and 
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BHP would create a Pounds 20bn group. The largest corporate transaction in Australia's history is set to be presented as a merger of equals.

It creates a dilemma for Anglo American, the South African mining group that has a 7.1 per cent stake in 
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Billiton.

Anglo could mount a counter bid for 
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Billiton because it is released from its promise not to increase its interest beyond 15 per cent by a third party approach. Anglo yesterday refused to comment.
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Billiton's shareholders will account for a little less than 40 per cent of the combined company, which is expected to have a dual listing in Australia and London.
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BHP's strong coal operation would boost an area in which 
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Billiton has improved its profits. While 
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Billiton's aluminium and copper interests would strengthen 
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BHP. The companies would have annual sales of about Dollars 20bn (Pounds 13.8bn).

The merger will have to face regulatory scrutiny, particularly in Australia, but also potentially from US and European authorities.

Last night 
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Billiton declined to comment on the merger, first reported in Sunday Business. 
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BHP was not available.

Speculation surrounding 
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Billiton's future as an independent company has been rife since Anglo bought its stake late last year. While Anglo had been considered a likely buyer, analysts said it did not have the finances to buy both 
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Billiton and De Beers, the South African diamond-mining company. Anglo is part of a consortium that has offered to take De Beers private.

Rio Tinto, another possible buyer, has recently stressed it is not expanding its acquisition strategy.
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Billiton's shares this year are 36 per cent off their high of last year on concerns about its rising debt level, the prices it has paid for acquisitions and a slowing global economy, analysts said. But, this year, it has outperformed most of its competitors, with shares up 6 per cent, partly because investors expected a takeover.
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Billiton last year reported an Pounds 850m pre-tax operating profit, including its share of joint ventures, on turnover of Pounds 5.55bn.

JP Morgan Chase was financial adviser and Dresdner Kleinwort Wasserstein was broker to 
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Billiton. UBS Warburg advised 
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BHP.

