
The National Budget Speech 2018-2019 was presented by the Hon. Pravind Jugnauth, Prime Minister and 
Minister of Finance and Economic Development on Thursday 14th June 2018. Following this exercise,
Mr. Swadicq Nuthay, CEO of ABC Capital, sister company of ABC Banking Corporation, shares his insightful 
views.

What are your general thoughts following the Budget Speech of Hon. Pravind Jugnauth as Prime Minister and 
Minister of Finance and Economic Development?
Overall, the budget consists of several populist measures aimed at social welfare.  There have also been excellent measures 
related to financial services and Fintech, which need to be implemented rapidly given this sector is evolving at a rapid rate. The 
much awaited reform targeting our fiscal regime with respect to our global sector has also been announced - which will see the 
phasing out of the deemed foreign tax credit and replaced by a new regime whereby 80% of specified income will be exempted 
from income tax. The exemption will be granted to all companies – both domestic and global companies - on foreign source 
dividends, interests and profits. 

However, no concrete measures have been proposed for the sugar industry which is currently facing great difficulties. Same for 
the manufacturing industry. As for SMEs and the Ocean Economy, nothing new in terms of policy measures have been 
announced. Against a backdrop of rising new challenges, there has not been any bold measures to reengineer the economy 
and drive economic growth.

Is the Budget in line with this year’s theme and expectations: Pursuing our Transformative Journey? 
Mauritius is at crossroads in its developmental journey amidst eroding competitive advantage and changing international 
landscape. To pursue our transformative journey, we should improve the skill set of our labour force, upgrade our 
infrastructure and embrace state-of-the-art technology. Measures aimed at Fintech, blockchain and Artificial Intelligence (AI) 
and the changes in the tax regime in view of eliminating harmful tax practice are in line with this theme and would allow our 
country to grow as an International Financial Centre (IFC). However, the budget mostly aimed at social welfare lacks a real boost 
to the economy.

With all the new and revised measures, will we be able to reach the expected economic growth rate of 4,1% across 
the financial year 2018-2019?
One of the major contributors of the forecasted economic growth is the investment in infrastructure. A number of both public 
and private sector projects have already started or are scheduled in the coming year. Delays in the implementation of these 
projects however could constraint the growth rate. We also need a higher investment rate from the private sector. I believe that 
the growth figure in itself is less important than the quality of the growth rate. We need a quality growth rate that will propel 
the economy towards high growth status.

Disclaimer: "The views and opinions expressed in this newsletter reflect the personal views and opinions of the interviewee and do not necessarily reflect 
the bank’s position and / or policy. The interviewee acknowledges that his / her current views and opinions are always subject to change and re-thinking. 
In general and without limiting the specific cases, the bank shall not be held liable / responsible for any damages or loss that may result from or relate to 
the views and opinions.”
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The Government has announced a new Foreign Power Scheme to attract foreign talents, particularly 
in knowledge-based sectors like Fintech & AI, biotech and Ocean Economy among others. We need to 
define a clear implementation strategy together with proper guidelines to attract these skills to 
Mauritius. This is paramount for Mauritius to move towards a knowledge-intensive economy. 

“ We should avoid a situation where people 
become over dependent on social benefits. "

Several measures have been announced to revamp the Global Business sector, which in turn 
will be beneficial to the private sector at large. Will these measures suffice to enhance this 
sector and what according to you could have been added to the proposals?
Despite the measures announced to revamp the global business, the financial sector still faces several 
challenges. There is an urgent need to create substance in this segment in the wake of the 
introduction of the OECD Based Erosion Profit shifting (BEPS), the General Anti-avoidance Rule of 
India, the advent of the new Paradise list or the Harmful Tax Practices Forum, among others. 

Moreover, the country is already a signatory of the multilateral instrument under the BEPS initiative. 
This has led to a situation where treaties falling under the "multi-lateral instrument" will have new 
operations criteria, while those not covered will be called upon to be negotiated on a bilateral basis 
before the end of 2018.

In order to overcome the aforementioned challenges, changes will need to come. We have to become 
a jurisdiction with more substance and added value. To be able to develop niches in certain segments 
such as "Global Fund Administration", "Cross Border Investment Administration", "Private Wealth 
Management", Fintech and corporate finance, we need to improve the financial ecosystem.

Besides, we need to gradually change our Global business model to migrate from a treaty-based 
model to an "equivalence jurisdiction." If we can ensure that the Mauritian jurisdiction is accepted by 
other international financial centres, it will not only help operators and fund administrators in 
Mauritius to enter markets without regulatory constraints but could also trigger a big boost in the 
sphere of fund management.

Another issue that deserved to be addressed is the lack of visibility of Mauritius as an IFC. Mauritius 
remains primarily known as a holiday destination, and much less a financial centre. It is obvious that 
we need a more focused agency dedicated to the financial sector in view of the technical aspect of its 
operations but also in view of bringing the contribution of this sector to the GDP from its current 12% 
to 15% by 2020.

In the process, Fintech and Artificial Intelligence (AI) are set to play a key role, especially in 
the financial sector. To what extent are we prepared to embrace such changes? 
With Fintech changing the global landscape of the financial services sector, our financial sector is well 
poised to emerge as a regional hub for Fintech. Such changes are now rapidly evolving and Mauritius 
has a lot to benefit from adopting the state-of-art, i.e. blockchain technology. Over the years, 
Mauritius has established itself as a jurisdiction of repute and is therefore well positioned to embrace 
the changes. In line with this, a lot of effort has been put in to get the right ecosystem in place 
including government commitment, laws, connectivity and technologically qualified people. However, 
we should ensure that we remain at the forefront of the future innovative solutions to ride the 
challenges facing the industry.

The budget 2018-2019 lays much emphasis on the social aspect. One of the flagship 
measures relates to reducing the level of unemployment, particularly amongst youths, with 
a portfolio allocation of MUR 1 billion. While past initiatives have had mitigated outcomes, 
will the new proposals overcome the shortcoming of their predecessors?  
The skills mismatch has been a major hurdle to our economy since a long time. The measures 
proposed in the budget are indeed encouraging to open up opportunities to tackle youth 
unemployment. 

The measure that stands out targeting the youth unemployment issue as compared to previous 
announced measures, is the SME Employment Scheme, whose primary aim is to help promote an 
entrepreneurial culture among the youth. The benefits of it is manifolds: help to reduce the pressure 
on youth unemployment; improve productivity and promote inclusive growth. I’ll quote this saying: 
give a man a fish and you feed him for a day; teach a man to fish and you feed him for a lifetime. 
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Promoting soft skills such as team building, discipline, communication and work ethics 
through the YSP (Youth Service Programme) can also be a good measure to improve 
youth employability, a step towards reforming our educational system which has so 
far been too academic.

Another social measure is to reduce the tax burden on middle class 
households with the view of reducing the inequalities between rich and poor. 
Previously, the minimum wage was established to increase the standard of 
living of low income families. Are we becoming an island with reasonable to 
high living standards and is the alleviation of poverty finally starting to 
become a reality? 
Reducing the tax rate from 15% to 10% (those with an annual income less than Rs 
650,000) will only improve the standard of living marginally. However, we should 
ensure that targeted approach towards the low-income earners does not become 
counterproductive in the long run. We should avoid a situation where people become 
over-dependent on social benefits. Rather, ongoing effort should be put in to improve 
the skills and productivity of workers to enable them move up the income ladder.

The downside of this budgetary exercise is the sugar industry. With the fall in 
sugar prices and the end of EU quotas, the future seems gloomy for this 
sector. What according to you have been the motivations of the government 
behind the lack of measures for this sector?  
It remains a very sensitive issue, with heavy political implications. Negotiations 
between the main stakeholders have been far from reaching a consensus.

I believe government is aware of the political backlash surrounding any drastic 
measures that could jeopardize the ‘droits acquis’ of small planters, hence a prudent 
approach.
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