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MANAGER’S STATEMENT – 2000 ANNUAL REPORT 
 

 

 

Your company’s net asset value per share (NAV) stood at MRs20.82 at June 30th 2000 

compared to MRs21.38 at the start of the financial year, a decrease of 2.6 per cent. This 

compares with a fall of 2.1 per cent in the SEMDEX. Your company’s share price fell by 23.1 

per cent during the same period, and was trading at a 61.6 per cent discount to NAV at the 

end of the financial year. The non-Caudan portfolio saw a decrease of 1.04 per cent for the 

year. 

 

Promotion and Development is making satisfactory progress towards becoming a focused 

property and private equity company. Property and property related investments make up 

almost half of the company’s assets, and if investments in the hotel industry are taken into 

consideration the figure goes up to two thirds. Your company’s interest in its 60 per cent 

owned subsidiary, Caudan Development, still remains the largest investment, representing 26 

per cent of the assets. Caudan Development recorded a net profit of MRs15 million for the 

financial year, up from MRs5 million for 1999. The offices are now fully let and we expect a 

significant improvement in profitability for the current financial year. 

 

The year was marked by a continued weakness in the value of the euro, which has adversely 

affected the export industries, most of whose trade is with Europe. The sugar and textile 

sectors are both going through extremely trying times and job losses are inevitable. Although 

this will affect general morale in the manufacturing industry, it should not change the outlook 

for the growing services sector, and thus should not affect demand for prime property. What 

DOES act as a deterrent to property developers is the time taken for permit applications to 

get through the administrative mine field. Your company is currently promoting the Caudan 

Waterfront Phase 2, and it co-promoting a luxury apartment complex with United Docks. 

Permit procedures have been filed for over a year now for both projects, and we are still 

awaiting clearances from the ministry of land transport for Caudan Phase 2 and the Bagged 

Sugar Storage and Distribution Company, which is under the auspices of the ministry of 
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agriculture, for the apartment complex. These two projects, together with an office tower 

development also co-promoted with United Docks, will require a total investment of 

approximately MRs1 billion. At a time when international constraints are limiting the scope 

for job creation in the country, the government cannot do otherwise but encourage 

construction, rather than maintain permit procedures which are an obstacle course for 

entrepreneurs. 

 

 

The discount of your company’s share price to NAV is growing cause of concern for 

management. Two reasons have been given for this discount viz lack of liquidity in the 

underlying shares and lack of dividend yield. Also, comments have been made that your 

company should distribute to the shareholders the shares of New Mauritius Hotels received 

from the Flacq United Estates group by way of dividends in specie. Although it is true that 

shares in Caudan Development and the property related investments are illiquid, these are by 

their nature long-term. The ultimate objective of these investments is to develop the land, 

reimburse the debt from the cash flow or selling part of the development and finally end up 

with growing rental income streams. The virtual absence of financial institutions to purchase 

completed projects as is the case in more developed countries, means that the process takes 

longer than it should ideally. The relatively high gearing of property projects also puts 

pressure on the ability to pay big dividends. This implies that an investment in Promotion and 

Development should be seen more in terms of capital growth, by way of the increase in NAV, 

than dividend yield. 

 

Finally while the gearing remains at the current level in the company, a distribution of part of 

its assets to its shareholders cannot be contemplated, as this would reduce the ability of the 

company to service its debt. It is unlikely therefore that the company would receive the 

necessary approval of its lenders for such a distribution. 

 

Although in recent years there has always been a discount to NAV, the 60+ per cent which we 

are currently experiencing has no financial logic, except that it reflects the general sentiment 

towards stock market investments. As we have mentioned in previous reports, local financial 

institutions, who should be the market makers, are still sitting on the sidelines and investing 

conservatively. This has done nothing to encourage foreign investors, who already do not see 

Africa in a good light. 

 



3 | P a g e  
PROMOTION & DEVELOPMENT LIMITED & ITS SUBSIDIARIES 

P R OS P ECTS  

Debates about the transition of Mauritius from low wage manufacturing and agricultural 

economy to a services driven economy has been commonplace in the press, but questions 

remain unanswered. In order for Mauritius to become a trade centre, a ship feeder network to 

regional ports must be established. However, potential promoters who are studying the 

economics of such a network want to be comfortable with future trade volumes, which will 

not be there if a feeder service is not established. A similar chicken-and-egg situation exists 

for air links to the region, where the airlines need the traffic potential before dedicating 

routes. These two developments are vital if Mauritius is to become a regional hub, which 

would be beneficial to the company’s property investments. A third, equally important 

element for the evolution of Mauritius into a regional services centre is the “permanent 

residence status” scheme recently launched by the ministry of industry for foreign direct 

investors in specified sectors. Although the scheme has not yet been as successful as was 

originally envisaged, it is clearly a step in the right direction. A further controlled relaxation 

of the Non-Citizens (Property restriction) Act should now be undertaken to encourage foreign 

buying in value-added property developments, such as residential golf projects. This would 

give a welcome boost to the property market, and would be hugely beneficial to the services 

sector as a whole. 

 

Although profitability has been somewhat affected by the weakness of euro-zone currencies, 

the hotel sector is having a good year. Your company’s investments in New Mauritius Hotels 

and Naïade Resorts represent 21 per cent of the assets, and we are extremely confident that 

these companies will progress satisfactorily. 

 

 
 
René Leclézio 

October 6th 2000, Port Louis, Mauritius 

 

 


