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CDL posted an improved performance in 2016, 
with profit before tax of MRs15 million compared to 
MRs2 million last year. This includes a contribution 
of MRs0.9 million from Caudan Security Services 
(CSS) (2015: MRs5.2 million). This year has been 
a year of consolidation for CSS, with a backlog of 
administration issues finally sorted out, freeing up 
the management to spend more time constructively.  
Problems such as a lack of recruitable manpower 
are still with us, but technological solutions are 
now being tested with success. Improvements in 
the financial performance of CSS and much reduced 
vacancy rates at the waterfront, means that 2017 
will be an altogether much better year, which should 
also see the return of dividend payments. For rea-
sons that I have previously already elaborated, CDL 
has had a difficult 5-6 years. Works at the Caudan 
roundabout, the flash floods in 2013 and the pro-
liferation of shopping malls on the island, all took 
their toll on the company’s performance. Today, we 
can look at the future with much more serenity.

The loose affiliation of major Port Louis property 
owners mentioned in last year’s report is now tak-
ing shape.  A preliminary meeting was held to 
discuss the issues faced by the capital, and to try 
to develop a road map for the future.  The idea is 
to create a non-profit organisation which will work 
with the municipal authorities and central govern-
ment to tackle the problems.  The initiative has 
been warmly received by all the stakeholders, and 
I am confident that, given the enthusiasm of those 
involved, we will make good headway.  The reper-
cussions for CDL of a well-functioning, modern, 
smart capital city cannot be over-emphasised.

Finally, a word on Phase 3 of the Caudan Water-
front, which consists of a multi-purpose 400-seat 
venue, with accompanying arts centre, over 400 car 
parking spaces and offices, for which we currently 
have a demand. The acoustics and lighting in the 
new venue will be unmatched in Mauritius, and 
although we are not expecting shows to be financial 
eldorado, there are a number of uses for the venue 
which will help in yielding an adequate return. Also, 
the venue will add much needed foot traffic to the 
waterfront, and improve the dwell time of visitors, 
thereby resulting in better sales by our tenants.

Your company’s net asset value per share (NAV) 
stood at MRs142 at June 30th 2016, compared 
to MRs147 at the start of the financial year, a 
decrease of 3 per cent. This compares with a 
decrease of 12 per cent in the SEMDEX. Your com-
pany’s share price dropped by 6 per cent during the 
same period, and the shares were trading at a 37 
per cent discount to NAV at the end of the financial 
year, but a 66 per cent discount to intrinsic value 
(group NAV). At the time of writing the shares are 
still trading at a 34 per cent discount to NAV.

In my report last year I sounded an optimistic note 
on private sector investment over the next few 
years. Despite a recent opinion expressed by a 
retired senior civil servant that the private sector 
was somewhat lethargic, and not playing its part 
in the development of the country, I remain upbeat.  
Large projects have a long gestation period, and 
while investors are still feeling the effects of the 
overcapacity hangover, prudence is de rigueur.  
Having said that, there are a number of projects 
already in the starting stalls, all over the island, 
and a record number of foreign investors knocking 
at the door, so naysayers will not have to wait long 
to see the result.

Caudan Development

Caudan Development (CDL) recently closed a fund 
raising exercise by way of a MRs1 billion Rights 
Issue. As the shares were trading at a small dis-
count to the MRe1 issue price prior to closing, a 
number of shareholders chose not to subscribe.  
This allowed Promotion and Development (PaD) to 
increase its stake in CDL from 63 per cent to 71 per 
cent, which does not make us sad.
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an extension to the primary school, a new sec-
ondary school, a new pre-primary school, a new 
nursery school, a sports complex, an arts centre, a 
large botanical garden, a student restaurant and an 
extension to the business park. This shows not only 
a lot of commitment to Mauritius as an education 
hub, but also the faith that the directors have in the 
future of the country.

The main issue for the company over the next 5 
years will be debt management. The taking on of 
equity partners, the issue of bonds, bulk sales to 
other property developers and land parcelling proj-
ects all figure on the agenda, and we are confident 
that debt will not be a brake on the company’s 
ambitions.

On the operations front, Casela is still powering on 
and the rest of the leisure cluster is due to break 
even this year. While the non-sugar agricultural 
activities are performing satisfactorily, an arbitrary 
decision by the Mauritius Sugar Syndicate (MSS) 
to reduce the premium paid to Medine by Omni-
cane for plantation white sugar has resulted in a 
big hole in the cluster’s figures. Medine Milling is 
currently in litigation with the MSS, and the Minis-
ter of Agriculture has personally intervened in order 
to ensure that Medine Milling obtains a fair deal.  
The directors are confident that there will be an 
outcome which will be beneficial to all the industry 
stakeholders.

The revaluation of Medine’s land this year, not 
done since 2006, resulted in an increase of MRs70 
in your company’s intrinsic value (group NAV) per 
share. However, the market apparently does not 
believe that figure because the shares are trad-
ing at a 66 per cent discount to group NAV. Retail 
investors’ obsession with dividend yield deter-
mines the value of a share on the market, and this 
will probably be the case for the near future, until 
more sophisticated long-term investors dominate 
transaction volumes, as is the case in developed 
economies. Until then, unfortunately, value will 
remain an illusion.

principal investments

company’s principal investments

 market value  portfolio

 MRsm %

Medine 2,184 32.8

MCB Group 1,489 22.4

Caudan Development 1,412 21.3

MFD Group 458 6.9 

EUDCOS 423 6.4

The only transaction of any significance during the 
year was the disposal of the entire investment in 
New Mauritius Hotels (NMH) for net proceeds of 
MRs647 million and a profit of MRs363 million. PaD 
was offered a 50 per cent premium to the market 
price of NMH by groups looking to consolidate their 
shareholding. Although we are still bullish on the 
future of NMH, the opportunity to raise funds for 
Phase 3 of the Caudan Waterfront was too good to 
pass up. In October 2016, your company invested 
MRs784 million in CDL’s Rights Issue. 

A feature in this year’s presentation is the separa-
tion of EUDCOS from “Medine Group”. Medine and 
EUDCOS have different risk/reward profiles, and it 
was felt that this would give shareholders a better 
understanding of PaD.

Medine 

Despite a much improved profitability, Medine’s 
year was rather unspectacular. In fact, MRs900 mil-
lion of contribution to profits came from revaluation 
of investment properties (MRs600 million) and sale 
of land (MRs300 million). After all that, despite prof-
its of over MRs50 million from Casela, the year’s 
profits came to MRs629 million, giving an indica-
tion of losses from other divisions.

As I write, Medine has approximately 1,800 Arpents 
of land in the development pipeline, up from1,500 
Arpents this time last year. Of these, 800 Arpents 
have been earmarked for the Smart City, which will 
have education as its core. Although Medine is still 
waiting for the final green light from the authorities 
for the Medine Smart City, work has already begun 
on the construction of a major university campus, 
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Mauritius Freeport Development Company

A recent management forecast to the end of 2016 
shows an increase in profits before exchange dif-
ferences of 22 per cent over the same period last 
year, for an increase in net sales of less than 5 per 
cent. This is the result mainly of management’s 
productivity drive, which I mentioned in last year’s 
report, and also a drop in financial charges as the 
company pays back debt. The latter’s contribution 
would have been more important had the com-
pany not had some debtor hiccups, now more or 
less resolved. A joint private/public steering com-
mittee has been set up to look at ways of growing 
Freeport business. MFD is active on this commit-
tee, and management is planning an extension of 
its activities both to Riche Terre area for the local 
market, and to the airport for air transport related 
Freeport activities. These studies will be ready for 
discussion at board level at the end of the year.

EUDCOS

Many years ago, and hard to imagine today, 
political talk was about the nationalisation of 
the sugar industry. As the sugar companies had 
already begun to diversify their activities, the 
threat of nationalisation, or even death by a 
thousand cuts, pushed them into spinning off 
their non-sugar investments into sister compa-
nies. EUDCOS was born of such fear in 1974.  
But now, as the holding companies for the group 
have been dissolved, EUDCOS is a stand-alone 
investment company, which just happens to 
have some very good defensive assets. Some of 
these, like alcohol production and distribution, 
Concorde Tourist Guide Agency and SWAN are 
part of Medine’s DNA, while others are merely 
good non-core investments. There is a logic to 
merging the DNA investments with Medine, but 
that would mean, on a valuation basis, that EUD-
COS shareholders would have to give up part 
of their dividend yield in exchange for future 
capital gain. This is not on the agenda today, 
but may come up if there is more visibility in 
Medine’s future. The year 2016 was less good 
than 2015 for EUDCOS, but much of that is due 
to one-offs and short-term negatives, none of 
which affected dividend payments. All in all we 
are very happy with the company’s assets.

prospects

The core investments – Medine, CDL, MFD and 
EUDCOS – will be cash generative over the next 
5 years. Your company’s gearing is relatively low, 
and so there will be available investment capital, 
which management will see how to deploy. In CDL, 
PaD is at the limit of the threshold of shares held 
by the public in a listed company, and so will not 
be allowed to increase its shareholding. In both 
Medine and MFD, PaD will not be able to purchase 
additional shares without triggering an offer to 
minorities, and increasing our shareholding in 
EUDCOS does not necessarily make strategic sense, 
as things currently stand, given the free availability 
of shares of the non-core assets. Resolving this 
dilemma will be management’s next challenge. 
What is certain is that, despite an anaemic GDP 
growth rate, Mauritius has a bright future, and there 
will be no dearth of investment opportunities.

Managing Director

October 13th 2016, Port Louis, Mauritius
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