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MANAGING DIRECTOR’S STATEMENT – 2006 ANNUAL REPORT 
 

 

 

Your company’s net asset value per share (NAV) stood at MRs79.36 at June 30th 2006 

compared to MRs63.68 at the start of the financial year, an increase of 24.6 per cent. This 

compares with an increase of 16.3 per cent in the SEMDEX. Your company’s share price rose 

by 43.7 per cent during the same period, and the shares were trading at a more respectable 

21.2 per cent discount to NAV at the end of the financial year, but a 57.5 per cent discount to 

intrinsic value (group NAV). 

 

At the time of writing the share price has risen a further 28.0 per cent, but the shares are 

trading at a 25.1 per cent discount to NAV. 

 

You will notice a 91.2 per cent increase in the group NAV, to MRs147.05. This has been caused 

by a revaluation of Médine Sugar Estates’ land, resulting in an increase of ±MRs7 billion in 

that company’s shareholders’ funds, of which your company’s share represents ±MRs2.1 

billion, equivalent to circa MRs56 per share. The revaluation was done on a current land use 

basis, with no regard for future use. This gives you an idea of Médine’s potential. 

 

Your 60 per cent owned subsidiary, Caudan Development, had another flat year, the second in 

succession. Last year I assured you that 2006 would be much better than 2005. I was wrong. 

Here come the excuses: 

- the offices only filled up towards the end of the financial year 

- we were stuck with two major retail outlets lying empty (the sizes make them more 

difficult to let) 

-  the casino had its first fall in profits since the opening in 1997, and 

-  there is still some pressure on rent increases. 

 

I will stick my neck out again – 2007 will be better. Trust me. 
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After my somewhat negative comments last year concerning IAS 40’s treatment of the fair 

value of investment properties, the auditors have accepted that the latter be valued by a 

chartered surveyor every three years, with a directors’ valuation for the years in between. 

This will eliminate the arbitrary volatility of earnings which have characterised the income 

statement over the years. 

 

 

We have now obtained all the clearances for Phase 2 of the Caudan Waterfront development 

and work on the foundations began in August. The ±MRs700 million project will be financed 

from bank borrowing and office sales, with no recourse to a rights issue required at this stage. 

We are confident that this will remain the case, but have agreed with the bank to review the 

situation regularly. The new seven storey building will consist of 60 shops, 20 kiosks, 440 car 

parking spaces and 7,500 square metres of offices. The new phase will allow us to improve 

margins by spreading the overheads over a greater rental area. 

 

 

Below is a list of your company’s principal investments at the time of writing: 

 

        Market value            % 

MRs m   of portfolio 

Médine Sugar Estates Group       2,045         49.3 

Caudan Development            714         17.2 

Mauritius Commercial Bank          396           9.5 

New Mauritius Hotels           304          7.3 

Mauritius Freeport Development         257                   6.2 

Foreign listed shares             85                   2.1 

 

Missing in this year’s list is United Docks, the shares of which were sold in July for a 

consideration of circa MRs130 million. The sale takes your company to an indebtedness of less 

than 2 per cent of total assets, a level never seen before. This, I may add, is not necessarily 

in your short-term interest as shareholder of the company – a healthy gearing does wonders 

for NAV growth – but it does mean that there is not that constant financial pressure that we 

have felt in the past, and it gives us more time to make the right choices. 
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The challenge going forward now will be not only to manage our core investments, but also to 

find investments of a certain size, and at regular frequencies, to ensure NAV growth. On the 

administrative front, an Investment Committee, comprising of the Finance Director (Jocelyne 

Martin), Bertrand de Chazal and myself, has been set up to regulate the investment process. 

In order to prevent a bureaucratization of procedures, I (individually) and the Investment 

Committee have been given a certain amount of freedom by the board of directors, based on 

a percentage of assets for the different types of investment, namely core, non-core and 

other. Core investments have been identified by the directors to be Caudan Development, 

The Médine Sugar Estates Group, and the Mauritius Freeport Development Company. Non-core 

investments are those quoted on a stock exchange (excluding core) and other investments are 

essentially private equity and property. 

 

P R OS P ECTS  

The Médine Sugar Estates presented its master plan (MMP) to the public this year. The 

response from the press and the authorities was extremely positive. The MMP was elaborated 

by a team of professionals comprising architects, urban planners and sociologists, and set the 

framework for the company’s evolution over a 21 year period, in three seven-year phases.  

 

The MMP was built around three key concepts, namely: 

- integrated development 

- sustainable development, and 

- social and spatial integration 

 

Médine’s management is very excited about the MMP. They believe that no sustainable 

development can be achieved without social integration, and so a lot of emphasis is being 

placed on this important element. 

 

The Mauritius Freeport Development Company (MFD) is making satisfactory progress, but a 

bad year for the fishing industry has resulted in a below-par performance for the cold rooms. 

The good news is that the dry department is performing above budget, which augurs well for 

the future of the company. In time, the vagaries of fishing will be of much less importance, 

given the cold department’s shrinking share of the company’s turnover. 
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A brief final word on traffic. Four solutions have been proposed over the years to reduce the 

bottlenecks which are stifling economic growth in Mauritius – an alternative mode of public 

transport, a new bus lane, a bridge over the harbour, and a Port Louis bypass. A number of 

studies have been undertaken, but a decision is yet to emerge. This is a pity, because the 

situation ain’t gettin’ better. My own gut feeling from a financial standpoint is that step 1 

should be the bridge/bus lane, step 2 the Port Louis ring road, and step 3 the train, all over 

the next 20 years. Step 1 by itself will bring immediate palpable results. No decision will 

merely result in … gridlock. 

 

 
 
René Leclézio  Managing Director 
September 26th 2006 Port-Louis, Mauritius 
 

 

 

 

 

 

 


