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Your company’s net asset value per share (NAV) stood at MRs145.40 at June 30th 2010, compared to 

MRs124 at the start of the financial year, an increase of 17.2 per cent. This compares with an 

increase of 16.7 per cent in the SEMDEX.  Your company’s share price rose by 19.5 per cent during 

the same period, and the shares were trading at a 33 per cent discount to NAV at the end of the 

financial year, but a 45 per cent discount to intrinsic value (group NAV).  At the time of writing the 

shares are trading at a 38 per cent discount to NAV. 

 

Caudan Development 

As predicted last year, your company’s 61 per cent owned subsidiary, Caudan Development (CDL), 

had a difficult year, with group profit before income tax and fair value adjustment decreasing by 32 

per cent to MRs59 million.  This includes a contribution of MRs2 million from Caudan Security 

Services (CSS) (2009: MRs12 million). The trading environment is still trying, and the surplus office 

space at the Cybercity is making office rental demand at our rates quasi non-existent. 

The government recently announced a total of MRs70 billion of planned investment in retail space.  

We estimate total annual retail sales in Mauritius to be in the region of MRs75 billion, obtained by 

extrapolation of the Central Statistical Office’s household survey of 2007, the National Accounts and 

tourist expenditure statistics from the Bank of Mauritius.  As a rule of thumb each rupee of 

investment in retail space should result in one rupee of annual sales for tenants to be able to service 

their rents comfortably.  The figures do not stack up.  We believe that the MRs70 billion figure 

contains a sizeable non-retail element.  We also believe that a number of the projects announced 

will not go ahead, mainly from lack of finance, and those which do go ahead will be spread over a 

number of years.  In reality, we estimate a maximum investment of MRs10 billion in (pure) retail 

space over the next three years.  This represents less than 15 per cent of current annual sales, an 
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amount which should be absorbable in time, although not without some pain.  We are currently 

planning CDL’s defence against the first wave of competitors coming on stream in 2011. 

 

Principal investments 

The company’s principal investments at the time of writing 

 

       Market value            Portfolio     

MRs m         % 

Medine Group         3,357         53.0 
Caudan Development            893         14.1 
Mauritius Commercial Bank          730        11.5 
New Mauritius Hotels           580          9.2 
Mauritius Freeport Development         173                   2.7 
Overseas investments              180                  3.8 

 

The only purchase of any significance during the year was a MRs35 million investment in Lloyds 

Banking Group’s rights issue.  There was also a MRs67 million investment in a Mauritius Freeport 

Development Company rights issue after the end of the financial year. 

 

Intercable 

There was, however, an impairment of our investment in Intercable, a triple-play cable network 

operation in Reunion Island, amounting to MRs71 million.  This EUROS 100+ million project was 

always to be financed in phases from shareholders’ funds, bank borrowing, internally generated 

cash flow and use of the French government’s development grant called “dé-fiscalisation”.  The 

financial crisis, a protracted legal wrangle with France Telecom and the French state’s vision of Fibre-

to-the-home (FTTH) technology in order to qualify for “dé-fisc” all contributed to testing the patience 

of financial backers.  The project did show same encouraging signs, with early penetration rates of 

20+ per cent and EUROS 50+ average revenue per subscriber, higher than the European average, but 

this did not prevent the company from going into administration. 
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Medine 

Your associate company, Medine, had a bad year, but this is of little concern to us.  The cyclical 

nature of the company’s property projects and the long lead times to the actual realisation (and 

booking) of profits means that a one-year picture can be misleading.  Developments which at first 

site look ill-advised, like the Tamarina golf course, which lost MRs50 million last year, should be 

seen as adding considerable value to adjacent land in the long term.  Other projects currently in the 

Medine pipeline which fall in that category are a primary school and private clinic.  They are vital 

elements in the live-work-play environment being planned on Medine’s land. Anyone who has 

experienced the growing traffic problems in Mauritius will understand the importance of this 

concept. Land sales generate the cash which is used in leveraged build-and-lease projects, two of 

which, the Cascavelle shopping mall and the Medine business park, are already under way. 

 

Mauritius Freeport Development Company 

Management at Mauritius Freeport Development Company (MFD) have secured two important long 

term tenants for their cold department.  The company is on target to meet its 2010 budget, and 

yields are improving as the company is being more choosy about which tenants to take on, and 

which to keep.  This is a recent phenomenon – the construction schedule agreed with the 

government meant that, previously, the company was building faster than it was leasing.  The final 

phase is planned for 2012.  As in all big infrastructure projects, the initial period entails working for 

the bank while shareholders wait patiently in the queue.  In MFD’s case the 60-year concession was 

signed in 1995, and we estimate that there will be 20 years of pain followed by 40 years of gain. 

 

Prospects 

With most of its investments being in Mauritius, PAD’s future is totally aligned to that of the island.  

The superb locations of the land assets of Medine, CDL and MFD, New Mauritius Hotels’ prime 

properties and marketing reach, and the Mauritius Commercial Bank’s unique franchise, are all for 

nothing if Mauritius does not perform. 
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We tend to harp on about this, but it is vitally important to the future of Mauritius that there be a 

further opening up of the country to investment and immigration, and a resolution of the 

infrastructure problem. Exporters will blame a strong rupee, shopkeepers and restaurants will blame 

all-inclusive deals by the hotel groups for a drop in business, but these are market forces with which 

we have to live.  It is obvious, however, that if a tourist has to come to the city for a shopping trip he 

will waste an entire day doing it, of which over 3 hours will be spent in a taxi or a coach, and he will 

not do it again.  The government’s duty-free island concept seems fine on paper, but the transport 

network will prevent it from happening.  Singapore is often cited as a model city state, but Mauritius’ 

poor road infrastructure cannot in any way be compared to Singapore’s.  This issue can no longer be 

swept under the carpet waiting for some future government to solve the problem.  Decisions need to 

be taken, and when the decisions are taken, projects need to be allowed to be executed without 

impediment. 

      

 

 

René Leclézio Managing Director 

3rd November 2010, Port Louis, Mauritius 

 


