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Your company’s net asset value per share (NAV) stood at MRs159.84 at June 30th 2011, compared to 

MRs145.40 at the start of the financial year, an increase of 9.9 per cent. This compares with an 

increase of 26.8 per cent in the SEMDEX.  Your company’s share price rose by 2.0 per cent during the 

same period, and the shares were trading at a 37.4 per cent discount to NAV at the end of the 

financial year, but a 44.0 per cent discount to intrinsic value (group NAV).  At the time of writing the 

shares are trading at a 37.3 per cent discount to NAV. 

Caudan Development 

Your company’s 62 per cent owned subsidiary, Caudan Development (CDL), had another trying year, 

with group profit before income tax and fair value adjustment increasing by 4.7 per cent to MRs62 

million.  This includes a contribution of MRs10 million from Caudan Security Services (CSS) (2010: 

MRs2 million).  

 

This year sees the opening of two new shopping malls, Bagatelle and Cascavelle, which together 

represent over 50,000 m2 of gross leasable area (GLA).  This is an impressive figure when one thinks 

that it took CDL over a decade to attain less than 15,000 m2 of GLA. Two further malls are planned 

to open in Grand Baie over the next 2 years.  Granted, a big chunk of a shopping mall’s GLA is 

attributable to food retailing, and the Caudan Waterfront does not have a super/hyper-market (this 

is scheduled for Phase 3), but, nevertheless, these figures are daunting.  When the Continent 

hypermarket opened its doors in Phoenix in 1994, everyone predicted the demise of the corner 

shop.  Seventeen years later, there are at least the same number, if not more, of these corner shops, 

living proof that shopping habits change slowly, with shoppers still appreciating the service and 

credit facilities offered by the corner shops.  Undoubtedly mall shopping will make inroads in time, 

as Mauritians’ purchasing power increases, but that may still be some time away.  The last 

household budget survey dates back to 2007, and the new one is not due until 2013, thus making 

market analysis that much more complicated. In the meantime, rents will be under pressure. 

http://dev2.eservices-host.com/alias/promotiondevelopment798l545o4kjbjhft1dyuiu0o/default.aspx
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Two important elements of CDL warrant some mention.  One is the 100 per cent owned security 

business, and the other is the 39.2 per cent shareholding in Caudan Waterfront Casino.  Both have a 

potential to deliver shareholder value, but both also have their short term problems.  Caudan 

Security Services (CSS) was created at the onset to assure the security of the waterfront, employing 

less than 30 personnel.  Today CSS is a national business employing almost 1,000 people, and is 

the second largest security company on the island.  Turnover has been increasing steadily over the 

years, but margins have remained under pressure.  Guarding rates have been dictated by low cost 

competitors who often offer an unreliable service.  But the market is evolving, with professionalism 

being respected, and with the advent of technology there will automatically be less dependence on 

people and more on electronics.  

The casino is suffering for other reasons, the slowdown in consumer spending, and government 

interference.  Of the two, the latter is probably the more destructive. There are some very good 

people working in the state run casino operations, but they have become totally de-motivated by 

arbitrary political nominations and promotions. The government has reiterated its intention to find a 

strategic partner for the casinos, and one can only welcome this decision as being the only way 

forward. 

Principal investments 

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

       Market value            Portfolio     

MRs m         % 

Medine Group         3,140         53.0 
Caudan Development            820         13.8 
Mauritius Commercial Bank          835        14.1 
New Mauritius Hotels           402          6.8 
Mauritius Freeport Development         172                   3.0 
Overseas investments              130                  2.2 

 

The table shows a fall of 31 per cent in the value of our New Mauritius Hotels (NMH) shares.  Over-

indebted and with its principal market (the Euro zone) in financial turmoil, there may yet be worse to 

come for NMH. 

During the year, MRs118 million were invested in shares of the Medine Group, MRs67 million in 

shares of Mauritius Freeport Development and MRs66 million in shares of Lloyds banking Group.  

There were no major disposals during the year. 
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Medine 

The bad results of your 33 per cent associate company Medine are not important in the grand 

scheme of things. I know that if I continue to say this there is a risk that you will stop believing me, 

but I must repeat it – this is the cyclical nature of Medine’s property business.  In a recent survey by 

an international company of property advisors commissioned by Medine, the simplified conclusion 

was that there was an oversupply in most aspects of the property industry in Mauritius, namely 

commercial, office, hotel, and, yes, even golf courses. Residential is apart, as this is very much area 

dependent. Two options exist if Medine is to continue to develop its property assets – increase the 

size of the market and/or go down a property path which is yet to be tapped.  Medine is doing both.  

The more I see the concepts which are coming out of Medine’s planning department, the more I get 

excited of the prospects.  If Mauritius progresses, Medine will progress – it’s as simple as that. 

On the agricultural front, Medine is going through a rigorous exercise of cost cutting, thus preparing 

the company for the post 2015 (sugar liberalisation) era.  There is much talk of food security, and 

this has become a recurrent theme in the government’s discourses. But the conceptual thinking is 

deeply flawed. Mauritius produces vegetables at a relatively high cost, and prices are often dictated 

by the production costs of small planters, who tend to be quite inefficient.  A massive increase in 

production by the larger estates would automatically lead to supply/demand imbalances, if there 

was no regulating body.  This could be catastrophic to smaller stakeholders, whether local 

producers or importers.  Medine has expressed its willingness to assist government in planning the 

way forward in this minefield.  The country should attempt to find the right balance between local 

production and imports in the quest for food security.  By making the port as efficient as possible we 

will reduce the cost of imports, as Singapore has done so well. 

 

Mauritius Freeport Development Company 

There are 3 principal reasons why MFD will not meet its budget this year, namely, the general 

economic slowdown, a weak US dollar and lower fish catches.  On the bright side, the recent 

MRs150 million rights issue, which will be used to finance partly the fourth (and final) phase, was 

fully subscribed.  The final product will be impressive: 

 60,000 m2 of dry warehouses 

 14,000 m2 of cold warehouses 

 15,000 m2 of industrial zones 
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 6,000 m2 of offices 

 25,000 m2 of container park (3500 TEU capacity) 

The largest logistics centre in the region, next door to the container terminal. 

Prospects 

2012 will be a bad year.  This is not a mere recession that the world is going through – it is a global 

financial crisis, unprecedented in modern times. McKinsey reckon that the United States will not 

achieve a pre-crisis level of employment before the end of 2015.  This leaves a few more years of 

stress.  In the rich world, the European leaders are dilly-dallying, Obama is pontificating and the 

Japanese population is continuing to age.  No matter what some people may believe, the BRIC 

countries do not carry enough weight in the world economy to pull the world out of this crisis, even 

though they will be of great assistance.  Households, companies and countries in the OECD are over-

borrowed, and de-leveraging will cause much pain, which no amount of street protests will cure. 

Mauritius will probably grow at an honourable 3-6 per cent per annum over the next few years while 

Europe and America de-leverage.  The democratic country which we are dictates that the pace of 

growth will always be lower than that of centrally-planned economies.  I am not even certain that 

Mauritian society can cope with a Chinese-style rate of growth.  But that’s ok – the Mauritian model 

is probably more sustainable.  This, however, should not be an excuse to slow down vital 

infrastructure projects – the government knows what they are, and the country needs them now 

more than ever. 

 
 

René Leclézio Managing Director 

24th of October 2011, Port Louis, Mauritius 

 


