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Will the Qatari Diar fund launch another bid for the company’s •	
freefloat?

One of the 5 remaining bidders for the ocean extension project •	
confirms that a decision is due within next couple of months.

Unless the world runs out of millionaires in need of a tax refuge, •	
this share price probably only has one way to go in the longer-run. 
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Why the rest of 2008 should prove interesting for SBM
Dear Reader,

I could have compiled this report in two ways.

One would have involved an in-depth analysis of the company’s most recent annual results for fiscal 
2007/08, an extensive summary of everything that’s happening in Monaco as far as the tiny country’s 
political and economic development are concerned, and an exhaustive review of the recent failed bid for 
the company’s outstanding shares.

It could easily have been another 50-page report...

The other way is to give you a quick-and-dirty overview of those facts that I tend to get asked about the 
most in readers’ emails to me.

I’ll take the liberty of making it rather short and sweet this time. I figured you’d rather hear more regularly 
about an individual share, than to have just one lengthy report thrown at you every 12 months.

Codename “Monaco Maris”

There is hardly a day that goes 
by without someone asking me 
about Monaco’s project to extend 
its tiny landmass into the sea. 

Since I first wrote about it in 2004, 
this has gone from being a top 
secret project (some called it “a 
pipe-dream”) to being an officially 
tendered construction project, 
with 20 international consortia 
bidding for it and millions of 
Euros being invested into drafts, 
models and plans. It’s been a 
lengthy affair, and the initial plan 
had been to publish the results of 
the tender process in late 2007.

We are now approaching late 
2008 and the public still hasn’t 
been shown how the offshore 
future of the world’s second 
smallest country would look.

Thanks to a Lebanese company 
though, we now have a much 
clearer idea of how this is going 
to evolve.

Solidere is the Beirut-based 
company that owns most of inner 
Beirut. The stock market listed 
company also has plenty of other 
construction projects going on, 
not least thanks to the booming 
property markets in the Middle 
East.
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TERRA MARIS
MONACO URBAN
EXPANSION AND
DEVELOPMENT AT SEA
LAND 100,000 SQ M
BUA 275,000 SQ M OF
WHICH 250,000 SQ M
PRIVATE

The Monegasque Government launched a
prequalification bid for this model project
in an exceptional location, that extends
20 ha out into the sea from the heart of
Monte Carlo. Solidere and Vinci (France)
were selected as one of the five short-
listed consortia from 20 international
bidders. Solidere transferred all its rights
to Solidere International.

The project, as presented by SI and Vinci,
seeks to reinforce Monaco’s strong
Mediterranean identity, maritime heritage
and glamorous past. While creating a
new city quarter and public arena for the
Monegasque community, it will
reposition Monaco as a major destination
for European and international visitors.

SI secured equity and debt finance to
fund the project. Together with Vinci, SI
commissioned studies for the project.
The SI – Vinci partnership presented in
March 2007 their bid through Terra Maris,
a newly formed company in Monaco. The
final results are expected in the second
half of 2008.

CAIRO PROJECTS, EGYPT
WESTOWN, SHEIKH
ZAYED CITY
LAND 1.2 MILLION SQ M
PROPERTY OF SODIC
SOLIDERE INTERNATIONAL
PURCHASE OPTION
ON 250,000 SQ M
BUA 2.44 MILLION SQ M

EASTOWN, KATEMEYA
LAND 860,000 SQ M
PROPERTY OF SOREAL
SOLIDERE INTERNATIONAL
PURCHASE OPTION
ON 50,000 SQ M
BUA 1.62 MILLION SQ M

Solidere International entered into
agreements with the Egyptian company
Six October Development and Investment
Company (SODIC) to master plan, design,
develop, build, invest, market and property
manage two projects in Cairo’s western
and eastern suburbs. In both cases, the
land is owned by the Egyptian partner,
with SI having land purchase options.

The master planning by SI of the two
projects, named Westown and Eastown,
aims at offering mixed-use urban
destinations; different types of residential
options; state-of-the-art office buildings
and landmark head offices; hotels and
furnished apartments; outdoor and indoor
retail and entertainment; and various
amenities (schools and public facilities).

In February 2008, the master plans for
the two projects were submitted to the
Egyptian authorities for final approval.

BODRUM, TURKEY
LAND 8,000,000 SQ M
BUA 960,000 SQ M
ABOVE GRADE LEVEL

The project site is in the Turkish
vacation region of Yali Ciflik Bay,
Bodrum, approximately 20 kilometers
east of Bodrum town center.

Solidere International signed an MOU
with partners for the development of
a resort town aimed at the top income
level international clientele.

It is the intention that this project
should be an example of ecological
consciousness and sustainability. A
conceptual master plan was prepared
to that effect by Oktay Nayman (Turkey)
with the help of Solidere International.
The objective of protecting this unique
site is translated in real estate clusters
forming typical hillside Mediterranean
villages respectful of the site topography
and separated by broad bands of natural
landscape. The overriding intention is
to limit intervention to the natural
landscape, to preserve and enhance
the ecological balance of the site with
replantation where necessary. The project
is to use green, intelligent and ecological
friendly (low density) concepts and
processes in terms of energy
consumption and recycling.

Excerpt from Solidere annual report. 
Click on the image to open the PDF file in your browser.

http://www.undervalued-shares.com/data/publicresearch/sbm/Solidere-international07.pdf
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One of Solidere’s subsidiaries was part of one of the consortia that bid for the offshore extension of Monaco. 
I can only guess whether Monaco authorized them to release the information in their latest annual report, 
but in any case, they did. To the right you can see the relevant excerpt from Solidere’s recently published 
annual report (which I am happy to say, none of the SBM aficionados on the web had as yet spotted!). Just 
check the illustration on the previous page of this document to see what Solidere had to say about it all.

In a nutshell:

The decision about which consortium will win the tender to construct the offshore extension is to be •	
made during the remainder of 2008.

The extension will add 275,000 square meters of building space to Monaco, of which more than 90% •	
will be privately owned.

This particular consortium has already secured the financing (debt and equity) for the project; which •	
other sources estimated at €5bn to €10bn.

What this boils down to is that the offshore extension of Monaco will, sooner or later, go ahead. SBM’s role 
is not yet clearly known. But in any case, anything that strengthens Monaco is bound to also strengthen 
SBM. For the company that owns the largest collection of trophy properties and key businesses in Monaco 
(hotels, casinos, restaurants), the offshore extension will inevitably be a boon - as it will bring more visitors, 
opportunities for expansion, and with a bit of luck a windfall profit from selling a casino sub-concession 
to an international casino operator.

Will there be another bid soon?

Amongst the bidders for the offshore extension is a Qatari company, Qatari Barwa. Why then, was it not 
exactly a surprise when a few months ago a fund from the very same country – Qatar – disclosed a 2.45% 
stake in SBM and tried to launch a bid for the entire outstanding freefloat?

The Arab world is full of mysteries, and the region is known for deals being arranged in ways, that from our 
perspective, seem rather unconventional. Did a Sheikh sail past Monte-Carlo and decide that he’d actually 
quite like to own the entire country? Did he then do the maths and figure out that all outstanding SBM 
shares would cost him less than refuelling his 300-meter boat? 

One can only wonder, but what is known for sure, is that in July the Qatari Diar fund approached the 
company’s board of directors regarding a €725 per share bid for those shares that aren’t owned by the 
Principality. That would have been a 30.4% stake, if all shareholders had accepted the bid.

The board of SBM eventually turned down the request to recommend such a bid to shareholders. The 
reasons for this were never committed to paper, but it is nonetheless fairly safe to assume that the board 
members did not want the legal responsibility of recommending a bid that does not even come close to 
being a fair price for the vast underlying assets of the company. SBM even took out an ad in the French 
press calling the price “insufficient”.

Subsequently, the board turned down the bid.

Quite possibly, the board (and the ruling family of Monaco) also didn’t want to have a 30.4% strong 
shareholder on board. At the moment, the company is solely controlled by the ruling family through their 
69.6% stake. Anyone with more than a 10% stake could seriously upset the existing management order.
It was probably at that point, that the company’s management realized that it needs to get the share price up. 

SBM is gradually becoming a proper, investment-grade company

On September 19th 2008, the shareholder’s meeting of SBM will decide on a 10:1 share split. Such a 
split had been talked about in previous years, but the timing for now actually carrying it out seems quite 
telling.

A share split is done to attract more interest for a share, and efforts to attract more interest are geared 
towards getting the share price up. Clearly, the best protection against outsiders building up a sizeable stake 
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in SBM, is to get the share price up. The vastly undervalued share price must have been part of the rational 
for the Qatari Diar fund to bid for the freefloat.

SBM has realized that with a share price trading at maybe a third of the value of the underlying assets, it is 
vulnerable to such bid activity. (For a more in-depth assessment of the company’s net asset value, check out 
my October 2007 report or the original April 2004 report, both of which are available on my website).

Getting its share price up, is now the best possible insurance against Monaco experiencing once more what 
it had experienced in the 1950s, when the Greek shipping tycoon Aristotle Onassis bought up large chunks 
of SBM and became the largest shareholder of the company (larger even than the ruling family which at 
the time only had a small stake).

Onassis was eventually bought out by the late Prince Rainier, who wanted to regain full control of the 
company. The two had fallen out with each other and Onassis bagged a massive profit upon selling his 
shares to the ruling family. It was a costly affair. With this experience in mind, SBM’s management is bound 
to be more pro-active this time.

SBM shares are more likely to rise than fall

The company’s share price is currently just 16% below its record high. Given the general turmoil on the 
world’s stock markets, this investment has been holding up remarkably well.

Are the Qataris in the market buying more shares? No one knows. Though they did recently tell a 
French newspaper that they might return soon with another bid (check http://www.nicematin.com/ra/
monaco/138315/monaco-opa-sur-la-sbm-le-qatar-persiste-et-signe). Dow Jones reported on August 1st 
2008: “Real estate investment company Qatari Diar’s CEO, Ghanim Bin Saad Al Saad said Friday his 
company is still ready to acquire 30.4% of Societe des Bains de Mer et du Cercle des Etrangers a Monaco’s 
shares if the company’s board approves the transaction.“

Short-term share price movements are extremely tricky to predict, but anyone with a slightly longer-term perspective is 
likely to find that the next 5 years will be as good for SBM shareholders as the past 5 years have been.

http://www.nicematin.com/ra/monaco/138315/monaco-opa-sur-la-sbm-le-qatar-persiste-et-signe
http://www.nicematin.com/ra/monaco/138315/monaco-opa-sur-la-sbm-le-qatar-persiste-et-signe
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Given that they now know for sure that a €725/share bid won’t succeed, they might as well buy more 
shares in the market for as long as it trades at its current price of €630. 

Such factors are currently probably much more of a driver for the SBM share price, than the recently 
announced 2007 results (profit up 75% to €93.5m). After years and years of the company’s assets and figures 
having been neglected, it now seems that bidding activity, as well as Monaco’s exceptional expansion 
plans, have started to be an important factor behind the company’s share price movements.

Given that even the current financial crisis has not really done much to dent Monaco’s burgeoning property 
market, it seems likely that the share will continue its multi-year ascent. This super high-class asset is now 
starting to be appreciated by the market. 

For anyone who is invested, I’d simply hold on to it and watch the show unfold. The worst that can probably 
happen, is that someone launches a bid that is too good for freefloat shareholders to turn down. 

Your longstanding fan of Monegasque trophy assets,
 

Sven Lorenz
Undervalued-Shares.com 



Undervalued-Shares.com
   			 
	  6

Terms of use:

The material provided on my website is a personal investment diary, reflecting some of the 
transactions carried out for the personal portfolio of the author. It is not a commercially run 
website, and does not aim to provide financial advice in any way. Neither are the reports 
published on this website of a commercial nature in any way. They are a method for the 
author to put his own thoughts into order and to communicate with personal friends and 
contacts.

The website as well as the reports contained on it are for general information purposes only. 
The website and the reports are not intended to provide specific financial advice. 

You may only use Undervalued-Shares.com - A Globetrotter´s Personal Investment Diary for 
your private, non-commercial use. 

No information on the site or in the reports is intended as securities brokerage, investment, 
tax, accounting or legal advice, as an offer or solicitation of an offer to sell or buy, or as an 
endorsement, recommendation or sponsorship of any company, security, or fund. 

The information on the site or in the reports should not be relied upon for purposes of transacting 
securities or other investments. The author / Undervalued-Shares.com - A Globetrotter´s 
Personal Investment Diary, cannot and does not assess, verify or guarantee the adequacy, 
accuracy or completeness of any information. 

You, the reader, bear responsibility for your own investment research and decisions, and 
should seek the advice of a qualified securities professional before making any investment. 

The author / Undervalued-Shares.com - A Globetrotter’s Personal Investment Diary is not 
registered as a securities broker-dealer or an investment adviser anywhere in the world. I am 
actually a university dropout!

The author is usually invested in the securities mentioned on this website.

Those who choose to access the site and download reports do so on their own initiative and 
at their own risk, and are responsible for compliance with local laws, if and to the extent 
applicable. 

© Undervalued-Shares.com - A Globetrotter´s Personal Investment Diary
Reponsible for the website and its content: Sven Lorenz


