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do not have capital issues, there is excess liquid-
ity in the system, but some companies, namely, 
hotel groups, are still relatively highly geared. There 
are also a number of financial institutions who are 
screaming for yield, which they are not getting from 
cash or treasury bills. There appears to be an obvi-
ous opportunity here, but major shareholders will 
need to accept dilution, at a reasonable price.

The two investments affected by overcapacity are 
Caudan Development and New Mauritius Hotels. It 
would be oversimplistic to blame policy makers, or 
banks, for the current situation, and I will certainly 
not do so. They merely acted as facilitators to the 
great spirit of entrepreneurship which exists in 
Mauritius.

Caudan Development

Your company’s 63 per cent owned subsidiary, 
Caudan Development (CDL) saw a 42 per cent drop 
in profit before tax – adjusted for fair value gain 
and loss from associate – to MRs30 million. This 
includes a contribution of MRs1.7 million from Cau-
dan Security Services (CSS) (2013: MRs6.8 million).

As mentioned in last year’s report, the pressure 
on rentals resulting from overcapacity is still with 
us. Our 39 per cent associate company, Caudan 
Waterfront Casino, also continues its loss-making 
ways, but the government has put the casinos up 
for sale, and under more businesslike management 
the company can be successful. The shares there-
fore have value, which will one day be realised. On 
a more positive note, the revamped foodcourt is 
scheduled to open in December, and we are confi-
dent that part of the client base, which was lost to 
our competitors, will return. We are planning a refur-
bishment of the cinemas, have up-graded the Wi-Fi 
service and are looking to market our first residen-
tial phase shortly. We have also noted a pick-up in 
demand for office space, which should be reflected 
in next year’s figures. Finally, we have budgeted a 
better performance in CSS for 2015. While all these 
factors will not be sufficient to grow profits, we 
believe that the group is now beginning to stabilise. 

Your company’s net asset value per share (NAV) 
stood at MRs139 at June 30th 2014, compared to 
MRs116 at the start of the financial year, an increase 
of 20 per cent. This compares with an increase of  
9 per cent in the SEMDEX. Your company’s share 
price rose by 8 per cent during the same period, and 
the shares were trading at a 35 per cent discount to 
NAV at the end of the financial year, but a 53 per 
cent discount to intrinsic value (group NAV). At the 
time of writing the shares are still trading at a 35 per 
cent discount to NAV.

The world is plagued by overcapacity in just about 
everything. The Chinese growth miracle and the 
commodities super-cycle have come to an end, 
inflation in developed countries is almost nil, unem-
ployment is high and consumption is down. In a 
recent article, the gloom merchant Nouriel Roubini 
compares the global economy to a 4-engined jet-
liner running on one engine – the Anglosphere (US 
and UK) – while the Eurozone, Japan and emerging 
markets engines are stalling. The problem with the 
Roubinis of this world is that they systematically 
preach that the end is nigh, and if once in their life-
time they forecast a recession and get it right, they 
are hailed as prophets.

So, where does that leave Mauritius? The irratio-
nal exuberance which swept the country prior to 
the 2008 crisis led to the construction of too many 
hotels, offices, shopping centres and apartments, 
leaving us with a supply demand gap which has yet 
to run its course. Paradoxically, banks in Mauritius 
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the current price) and EUDCOS (c. 6.5 per cent of 
the portfolio at the current price).

Medine again had a seemingly indifferent year, with 
profits from sale of land and the (newly re-branded) 
Casela World of Adventures offsetting to a certain 
extent losses from just about everywhere else. With 
a risk of repeating myself, Medine’s financial posi-
tion does not give me sleepless nights. Medine’s 
principal operating activity is agriculture and sugar 
processing, and although the profits from these 
are driven by commodity pricing, and are thus 
quite volatile, the company also owns vast tracts 
of highly developable land. The land is developed 
using build and lease/operate special purpose 
vehicles (SPVs) which carry limited recourse debt 
obligations, or is sold in block or via land parcel-
ling. Approximately half of the group’s debt is in 
SPVs, which should normally not require further 
cash injections, while approximately MRs1.5 bil-
lion remains on the balance sheet, to be serviced 
by land sales and agriculture. Medine’s land devel-
opment pipeline is always full, but delays in permit 
obtention or project implementation means that 
progress is in fits and starts. The net movement, 
however, is always forward.

The Medine Education Village project is picking up 
momentum, with a number of high-profile French 
academic institutions having signed, or in the pro-
cess of signing, to open facilities in Mauritius. We 
are confident that education will become a future 
pillar of the Mauritian economy, and we are working 
in close collaboration with the government in order 
to make it happen.

Mauritius Freeport Development Company

Man of the Match this year. MFD continues to make 
good progress, and is currently going through a 
restructuring process which will both allow it to 
start paying dividends and to diversify into activi-
ties which are linked to its logistics DNA, but are 
not authorised because of its status as a freeport 
developer. After repeatedly saying that MFD will 
give us 20 years of pain and 40 years of gain, I can 
confidently say, 19 years after signing the master 
agreement with the government, that the pain cycle 
is almost over.

principal investments

company’s principal investments

 market value  portfolio

 MRsm %

Medine Group 3,008 48.3

Mauritius Commercial Bank 1,044 16.8

Caudan Development 644 10.3

Mauritius Freeport Development 547 8.8 

New Mauritius Hotels 440 7.1

The only transaction of any significance during the 
year was the disposal of 10 million shares of Lloyds 
Banking Group for net proceeds of MRs405 million 
and profit of MRs153 million. 

Medine group

On October 8th 2014, shareholders of the Medine 
Group’s three holding companies, Black River 
Investments, Medine Shares Holding and Alma 
Investments, voted overwhelmingly for their respec-
tive dissolutions. At the same time, Medine’s 
shareholders also voted for the conversion of the 
company’s preference shares into ordinary shares. 
This will free up the three operating companies, 
Medine, EUDCOS and SODIA, in which Promotion 
and Development will hold 35 per cent, 21 per 
cent and 35 per cent of the shares respectively. 
Although these actions will have no effect on the 
strategy and operations of the three operating 
companies, the result is that the structure has 
been vastly simplified and the shares will become 
more liquid. The companies will also become more 
attractive to investors who took exception to the 
complex and ambiguous shareholding structure.  
There was a debate about merging the three com-
panies. Although this makes sense operationally, 
EUDCOS’ shareholders, now used to a healthy and 
growing dividend stream, would need to swap cash 
flow for long term capital growth, which is the only 
thing that Medine’s low-yielding assets can deliver. 
SODIA could be absorbed into Medine at some 
point, but the company must close the troublesome 
primate business first, which will happen before the 
end of the current financial year. It also means that 
as from next year, the label ‘Medine Group’ will be 
replaced by Medine (c. 41.3 per cent of portfolio at 
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prospects

Mauritius is at a crossroads. As is the case for all 
middle income countries, one road leads to prog-
ress and prosperity and the other to stagnation. 
Overcapacity has resulted in a drop in private sec-
tor investment, with some companies being highly 
indebted, and others, financial institutions, being 
flush with cash. Part of the under-investment has 
been compensated by public sector expenditure 
on infrastructure, but capacity constraints means 
that this has not been sufficient. In order to achieve 
the 5–6 per cent GDP growth which is necessary 
for employment creation, there needs to be much 
more collaboration between private and public 
sectors. The education hub should in time attract 
25,000 foreign students a year, resulting in a new 
MRs15 billion industry, which will obviously help 
with job creation, and will create a platform for 
young Mauritians to stay in the country. But right 
now those companies that cannot grow because 
of high debt levels need to connect with com-
panies with cash, and the government needs to 
implement a more extensive programme of much 
required infrastructure projects.
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