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MANAGER’S STATEMENT – 1997 ANNUAL REPORT 
 

 

Your company’s net asset value per share (NAV) stood at MRs20.42 at June 30th 1997, 

compared to MRs21.88 at the start of the financial year, a decline of 6.7%. This compares 

with the rise of 19% in the SEMDEX. Your company’s share price on the stock exchange stayed 

flat at MRs14.10. This has been a poor performance by any measure, and some explanation is 

warranted. 

The world’s most successful investor, Warren Buffett, once said that ‘if someone is sitting in 

the shade today, it is because someone else a long time ago planted a tree’. We have planted 

a tree - Le Caudan Waterfront. Between 1989 and November 1996, the Caudan project put an 

increasing strain on your company’s finances, necessitating numerous asset sales and three 

rights issues. Today, Promotion and Development’s interest in Caudan Development Limited 

represents over 40% of your company’s assets, and the full extent of this major enterprise is 

felt in the accounts. Also, it is a bit unfair to compare performance to that of the SEMDEX. 

The increase in the SEMDEX is mainly attributable to the excellent performance of four 

companies in the banking and hotel sectors, which together represent 45% of the index. 

Foreign buying of these shares has resulted in a strong increase of their share price for the 

year under review. Your company, on the other hand, has a more diversified portfolio of 

shares which, excluding Caudan Development, still increased by a respectable 14%. Although 

not yet the case, at some time the shares of these four companies will be perceived as being 

fully valued and investors will be looking for undervalued asset plays. At MRs13, the market 

price at the time of writing, your company’s shares are trading at a discount of 39% to NAV. I 

reiterate what I said in last year’s report - your company holds no strategic investments. All 

the assets are for sale, at a price, which means that the shares should normally trade much 

closer to NAV. 

Caudan is now behind us. The Caudan Development group’s loss of MRs5.7 million at June 

30th 1997 should be reduced in the next financial year, and there could even be a modest 

profit if office rentals improve. The lack of cranes on the Port Louis skyline is one positive 

sign that this may occur. Caudan’s management is continuously looking for new sources of 

revenue, and striving at the same time to contain operating costs. There is a limit, however,  
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to the extent to which the latter can be done. It is our firm belief that in the long run it is in 

our interest to maintain the level of quality, and on this we will not compromise. The 

financial success of the project will depend on favourable rent reviews, which in turn will 

depend on good trading by our tenants. This is only sustainable if we maintain an adequate 

level of quality. Finally, it should be stressed that a great deal of infrastructural works for 

Caudan were necessarily done in phase 1. This has the negative effect of burdening the 

project in its early stages, but will make the future phases financially less onerous. On the 

shares front, the stock exchange has had a relatively good year, with the SEMDEX increasing 

by 19%. However, much of the demand has been coming from foreign buying, with local 

institutions still being disappointingly inactive. This is surprising as there is no lack of liquidity 

in Mauritius, as evidenced by the oversubscriptions in most of the debenture issues. Also, 

companies have been showing marked earnings improvements in most of the sectors, and all 

the economy statistics are positive. Price earnings ratios are very attractive in Mauritius 

compared to other emerging markets. The advent of the Central Depository System and the 

daily trading of shares to be introduced shortly will bring added impetus to stock exchange 

activities. 

 

P R OS P ECTS  

Mauritius is at a difficult period in its history. We are approaching the tail end of the unskilled 

labour era (textiles/agriculture), and the beginning of a new age of global competition in 

unprotected markets. This transition will be difficult, not in terms of GDP growth, which will 

probably be maintained, but difficult in terms of human resources. More training, higher 

education, more professionalism and new thought processes are required. Mauritius resilience 

and entrepreneurial spirit will undoubtedly prevail, as it has done in the past. As I mentioned 

last year, the country is well poised to become a regional hub. Decentralisation of textiles 

and agriculture to low cost regional countries is being actively pursued by companies in those 

sectors, with the void being taken up by services, in tourism, finance, printing, shopping and 

trade. With investments in prime property and in these service sectors, we are confident that 

your company has a bright future. 

 

René Leclézio 
October 4th 1997, Port Louis, Mauritius 


