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MANAGER’S STATEMENT – 2001 ANNUAL REPORT 
 

 

 

Your Company’s net asset value per share (NAV) stood at MRs22.54 at June 30th 2001 

compared to MRs20.82 at the start of the financial year, an increase of 8.3 per cent. This 

compares with a fall of 5.9 per cent in the SEMDEX. Your company’s share price rose by 25 

per cent during the same period, but was still trading at a 55.6 per cent discount to NAV at 

the end of the financial year. 

 

The main event of the year was your company’s disinvestment from the Flacq United Estates 

(FUEL) group of companies, which resulted in a large exceptional profit for the year. Part of 

the proceeds from this disinvestment was used to consolidate Promotion and Development’s 

interest in the Médine Sugar Estate Company group of companies which were unbundled from 

FUEL. Your company is now the largest individual shareholder of Médine and we are confident 

that given Médine’s vast property portfolio, this investment has good upside potential. 

 

Your company’s 60 per cent owned subsidiary, Caudan Development, recorded a net profit of 

MRs23 million for the financial year, a 53 per cent increase on the previous year. The 

company also paid the first dividend in its history. We are expecting a further improvement in 

profitability for the coming year. However, return on equity still remains low in Caudan 

Development for two main reasons. The first is that gearing is high, although this is 

improving, and the second is that the company’s overheads are spread over Phase 1 of the 

waterfront development only. We are still waiting for government clearance for the elusive 

Phase 2. Caudan Development’s shares are trading at a considerable discount to the 

company’s NAV, which exacerbates Promotion and Development’s share discount to intrinsic 

value. 

 

Stock market share prices are reflecting price/earnings ratios and dividend yields not seen for 

15 years. The general morosity and lack of investor interest shows a profound crisis of 

confidence in the future of Mauritius. Macroeconomic indicators do not help – the per capita 



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

GDP has shown no real improvement over the last 5 years when measured in US dollars, 

despite high government spending which will cause a budget deficit of 6.5 per cent of GDP in 

the 2001/2002 financial year. The zero growth rate for tourist arrivals forecast in 2001 and 

the still weak euro which adversely affects the EPZ and sugar sectors, are contributing to a 

slowdown in non-food retail sales and a deterioration of profitability of companies operating 

on the local market. Continuous selling by foreign investors from the Mauritian stock 

exchange in a global economic situation already bad but made worse after the September 11 

events in the United States, has also contributed to the low share prices, especially as there 

is no sustained take up from the local institutional investors. There is, however, one bright 

spot as far as Promotion and Development is concerned. Your company’s gearing has 

improved since its disinvestment from FUEL, and there is no pressure to sell in this depressed 

market. This will put us in a strong position when economic conditions improve, as they are 

bound to with time. 

 

On a microeconomic (company) level, your company’s non-Caudan core investments are for 

the most part performing satisfactorily. The Médine Sugar Estates Company is producing a 

bumper crop this year, and with a sugar price of approximately MRs12, 500 per tonne, the 

company sees a return to profitability. Permits are slowly being obtained for some of 

Médine’s land development projects, which will provide the much needed breathing space for 

future investment. The Mauritius Commercial Bank had its customary good year, with an 

increase of 18 per cent of net profit in difficult times, and the stock market had its customary 

reaction to the news – the share price hardly moved. In the tourism sector, Naïade Resorts 

and New Mauritius Hotels are both meeting performance targets, but some questions remain 

about the industry next year. In general, the operators remain confident. United Docks, which 

operates in the property sector, has some interesting projects on its prime Port Louis land. As 

is usual for the sector, these may take some time to realise but will be good in the medium 

term. Finally, the Mauritius Freeport Development Company (MFD) is also poised for recovery. 

The coming into force of the new Freeport Act, along with positive developments on the 

international side of port operations will, in our opinion, ensure the long-term viability of 

MFD. 

 

P R OS P ECTS  

The decision to open up property to foreign buyers is now critical. We do not necessarily 

advocate a total freeing up of the market, but at least a controlled liberalisation in, say, golf 

course residential developments could be a starting point. Foreign residents would not only 
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bring money to spend on the island, but could also be catalysts to entrepreneurial start-ups. 

Mauritians cannot continue to live in isolation, especially if the IT sector is to be developed. It 

is difficult at this stage to see many other new avenues for growth. Indeed, the Freeport 

offers exciting medium – long term potential, and tourism, despite the current stagnation, 

should still have many good years ahead. But new ideas are lacking, and there is now an over-

dependence on the public sector for investments, which usually take a relatively long time to 

materialise. Notwithstanding the difficulties, as a nation we will undoubtedly, as usual, 

muddle through. But is this enough? 

 

 
 
René Leclézio 
October 26th 2001, Port Louis, Mauritius 
 

 


