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Your company’s net asset value per share (NAV) stood at MRs124.01 at June 30th 2009, 

compared to MRs145.82 at the start of the financial year, a decrease of 15 per cent. This 

compares with a decrease of 23 per cent in the SEMDEX. Your company’s share price fell by 22 

per cent during the same period, and the shares were trading at a 34 per cent discount to 

NAV at the end of the financial year, but a 54 per cent discount to intrinsic value (group 

NAV). At the time of writing the share price has increased by 27 per cent and the shares are 

trading at a 22 per cent discount to NAV. 

 

Caudan Development 

Your company’s 60 per cent owned subsidiary, Caudan Development (CDL) had an indifferent 

year, with group profit before income tax and fair value adjustment decreasing by 19 per 

cent to MRs87 million. This includes a contribution of MRs12 million from Caudan Security 

Services (CSS) (2008: MRs10 million). 

 

The financing of Dias Pier entirely by way of bank borrowing is having its effect on the net 

finance costs, which have increased by MRs37 million. The slow take-up of offices in Dias Pier 

has made matters worse, with a little more than half the office space let or sold at the time 

of writing. Shop rental rates, too, are struggling to keep up with inflation, with lower demand 

affecting rent reviews. This is a tough trading environment, which will not change until 

tourist arrivals start to pick up from the downturn. We expect the year ending June 2010 to 

be worse than 2009 in terms of interest cover for the same reasons, but 2011 forward should 

see a net improvement in cash flow. 

 

The government’s process of finding a strategic partner for the five casinos managed by the 

State Investment Corporation has stalled. After an international invitation for expressions of 

interest in 2006 and over two years of negotiations with the preferred bidder, the final 

decision has yet to be taken. This is affecting the business of the Caudan Waterfront Casino, 
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CDL’s 39 per cent associate. Although the jewel in the crown of the five casinos, the Caudan 

casino’s profits are still regressing and will continue to do so until a management free of 

outside interferences is in place. 

 

principal investments 

The company’s principal investments at the time of writing 

 

       Market value         portfolio     

MRs m            % 

Medine Group         2,335         45.0 

Caudan Development            763         14.7 

Mauritius Commercial Bank          700         13.5 

New Mauritius Hotels           695        13.4 

Mauritius Freeport Development         143                   2.8 

Overseas investments          181                  3.5 

 

During the year, major purchases included: 

> New Mauritius Hotels (MRs58 million), 

> Mauritius Freeport Development Company (MFD) 

   (MRs52 million), 

> Lloyds Banking Group (MRs41 million), 

> Intercable (MRs28 million) and 

> Medine group (MRs27 million) 

 

The only sale of any significance was BT Group (MRs18 million), which resulted in a total loss 

of MRs47 million. 

 

Medine 

Your associate company, Medine, is going through a complete makeover. ‘Sugar Estates 

Company’ has been dropped from the name, a new branding exercise has been undertaken, 

the corporate structure has been re-visited, and a communications programme is currently 

being implemented. Although still early days, the process appears to be having a positive 

effect on the management team. The company has been organised into three divisions, 
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namely Agriculture, Property and Leisure. Despite a fall in the sugar price, the Agriculture 

division is holding up due to some creative diversification into other food crops, and into 

landscaping services. Further, the property pipeline is full, with a number of exciting projects 

about to materialise. 

 

Medine accounts for almost half your company’s assets, and as such it has a pivotal role in 

PAD’s success. We believe that Mauritius has a bright future – a visitor to the island who has 

not been here since independence will see the progress that has been made in the 

infrastructure and the quality of life of the people in 40 years. The vibrant entrepreneurial 

spirit which exists here will ensure that this economic advancement continues. No matter 

what form development takes – agriculture, manufacturing or services – Medine, with its vast 

property portfolio on the west coast, will generate value for its shareholders. 

 

Mauritius Freeport Development Company 

Mauritius Freeport Development Company (MFD) is making relatively good progress, despite 

the global crisis. In light of the prevailing economic circumstances, the government agreed to 

a deferral of the construction of the Phase 4 of the Mer Rouge development to 2012, and 

hence the MRs300 million rights issue which was planned to finance this final phase this year 

has been postponed. Having said that, the new business trend is good, and so if demand is 

there (at reasonable rates), then Phase 4 could go ahead before 2012. MFD’s finance costs are 

still high, and are a cause of concern. Part of the loan, which was to be converted into US 

dollars, is still denominated in rupees, at a higher interest rate because of the lack of 

availability of reasonably priced dollar debt. Any further rises in interest rates would be 

harmful in the short term. 

 

overseas investments 

The overseas investments now consist of Lloyds Banking Group (MRs70 million), 

GlaxoSmithkline (MRs63 million), both listed on the London Stock Exchange, and Intercable 

(MRs48 million). BT Group, bought with the worst possible timing, was sold in order to invest 

the proceeds in Lloyds Banking Group. 

 

A word on the overseas portfolio. Although a small percentage of overall assets, it still hurts 

to lose money, and so an explanation is necessary. The investments in a handful of UK quoted 

blue chip companies were made at a time when your company had some liquidity and there 

were no opportunities in Mauritius. They were seen as a small rupee hedge, with not a lot of 



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

associated risk. Initially the portfolio did well, but then the global crisis struck. The result is 

that the portfolio is down 26 per cent in rupee terms. 

 

The appellation has changed in the report from ‘foreign listed shares’ to ‘overseas 

investments’, as Intercable, a cable operation in Reunion Island, has a Canadian listed 

element and a Mauritian SPV element, which is not listed. As in the case of the cellular 

network investment in Madagascar, which proved to be very successful, Intercable is seen as a 

regional play in an exciting industry. Despite a conflict between Intercable and France 

Telecom, the company is making progress in rolling out its fibre optic network, and is seeing 

good penetration rates. 

 

prospects 

Medium to long term, we have no particular concerns. The next couple of years, however, 

will be difficult for Caudan Development and MFD. Both these companies are sensitive to 

interest rate hikes, and while the current rates are expected to prevail for some time yet, the 

risk of an increase is still there. From a national perspective, big infrastructure projects are 

still being delayed. As we have often discussed in this report, bottlenecks are being felt in 

road traffic, internet, water and electricity. These all act as brakes on economic 

development. The time lag between the announcement of a new major project and its 

commencement is becoming increasingly long. Public ventures are bogged down by 

bureaucracy and contested tenders lead to legal conflicts which take an age to resolve. While 

the democratization of the economy is a laudable idea, growing the cake is a prerequisite to 

its prosperous sharing. 

 

      

 
 

René Leclézio Managing Director 

October 7th 2009 Port Louis, Mauritius 

 


