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A Perspedive Of The Trends And Issues In The Global 
Resources Industry 

By Ian Buckingham, Managing Director, Anderson & Schwab Australia limited 
(VlcJTAs Branch on March 20th, 2002) 

T
he globa l resources industry is in 
constant play. Cross-border mergers 
and acquisiti ons activit ies appear to be 

increas ing and demand for the commodit ies 
produced by the industry are subject to 
popu lati on and economic growth. Product 
pri ces are cyc lica l, the industry is capi ta l 
intensive w ith a requirement fo r high
capac ity ut il isat ion, reliance on info rmation 
technology is growing, environmenta l costs 
are increas ing and there is growing hostil ity in 
the deve lop ing world. Increas ingly, the 
industry is becoming very sensit ive to 
sovereign ri sk. 
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O ne of the main issues fac ing the industry lies 
in its ab ility to be recognised by the invest ing 
community. As investors increasingly look fo r 
better returns (improved shareholder va lue 
measured dominantly through the price of a 
company's shares) companies are be ing 
fo rced to merge or acquire other companies 
to bui ld a mass that p laces them in the sights 
of major investors. A iding and abett ing in th is 
process is the easy access to finance that 
major companies have been able to obtain. 
In recent t imes, expenditures on explorat ion 
and related act ivit ies have dramatica ll y 
reduced and the iss uance of debt for asset 

acqu isitions has increased . But even given 
the move towa rds 'Boardroom Exploration', 
the industry has fa iled to maintain its level of 
importance in those economies th at we 
would call developed. Returns on investment 
in the industry have, fo r th e last 20 years, 
been low compared w ith other sectors of the 
economy. 

So what w il l it take to improve its financial 
performance? More experienced company 
m anagement, conso li dation, commodity 
p ri ces, explorat ion, sovereign ri sk, financing 
and new technologies are just some of the 
areas where companies are now focusing 
their energies. A lso, the large financial 
inst ituti ons have become more intense ly 
profi t ori ented and measurement of 
profitabi lity abounds. As a result, resources 
are being shifted rap id ly to industry segments 
w ith most potential, the 'New Economy', and 
re lat ionships matter fa r less . That is, the 
current transaction is all contro ll ing. 

PESA News No. 57 (2002) 
Copyright © 2017 by Petroleum Exploration Society of Australia (PESA)




