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Few destinations are more synonymous with risk-taking and
excess than Monaco. But the tiny Mediterranean principality’s
latest development is audacious even by its own standards.
Despite the downturn, the state is embarking on its first
international expansion. It could be...

IT ONLY TAKES a few moments in
Monaco to discover that the state has
a space problem. At under two square
kilometres, it is small enough to fit
into Hyde Park and is crammed with
condominiums, casinos and banks
Indeed, lack of space is so acute that in
1999 its railway station was relocated
underground to permit the construction
of 150,000 square metres of buildings
above. It now literally has to think
outside the box to grow

In a bid to draw in more visitors,
Monaco’s leisure operator, Monte-
Carlo SBM has begun to take over and

brand hotels outside the confines of the
principality. SBM has €800m to draw
on alter years of sparkling results but,
as the downturn L]l'['[]l'l].‘-. it laces the
risk that it could be cashing in its l'hl]!.\
I!n:n'.lr|_\.

Monaco's new direction is
l-|=ilt)||1iw[| by the Monte Carlo Bay
hotel. The soaring structure opened
in 2005 and was the first new hotel
SBM had il[)l'lii't] in 73 vears. It looks
like it would be more at home in Las
Vegas than on the Riviera. Belle ¢poque
balustrades have been replaced by a
more minimalist Art Deco style dripping

with _u||1/\ touches. It has |.l1|u|\l'~ [irst
mll“l-}lull“lllt'il swimming |.|_'_'1=<r|1 and

a lountain choreographed o classical
music. Cruc |.|”_\_ its casino is the onh
one inside an SBM hotel to have no
table games, Ina destination madc
famous by Bond and baccarat, the |'n.|_\
has made a big splash and helped SBM
shake ol its greying image.

Founded 146 years ago, SBM has a
lmllmpnh concession to run Monacos
casinos until 2027. It owns live of them
as well as 32 restaurants, an 18-hole
goll course, opera house, tennis club

and several of the Riviera’s hippest
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|1|§;||1L|{||\~ Its lour hotels include
the wor ld-renowned Hatel de Paris
and the Hermitage but the Bay is the
most innovative. With no construction
space left in the state, SBM had to
reclaim 10-acres of land to build the
334-room, €200m resort. The strateoy
Wils \l‘L',II]]L'\IiiL l’ |\\ |'rL'II'uJ|L| ] -lllli‘JL t,
SBMNI's skilled chiel executive
Classically-trained at Nice's hotel
school, Lambert cut his teeth working
lor the luxury Meurice chain before
spending nearly 30 years at Méridien
|
hotel company. He took over the top ob

at SBM in 2002 and immediately got to

rising to become CEO ol the globa

work on the Bay project

We created \ll”lL'|JH|1:_{ nobody
was expeclting — a true international
resort, unigue in | urope, "says the
smartly-suited Lambert. Waitresses
encircle his table in the Bay’s Blue Bay
restaurant overlooking the sparkling
Mediterranean. There isn't a cornice or
chandelier in sight.

"‘We wanted to bring a new lacet to

our current range ol products he says

T'he whole l_-.llnf,1|t"\ almost :][l'llxl.' cven

.|lfl||:1-_1

it this positioning paid ofl

alter one year of operations. The hotel
does over €30m
hrst year ol operation it even brought
C4m of business to SBM's other hotels
ds more guests were drawn to Monaco
but the Bav lacked availability

With an average rate of just over
hall the €500 ¢ |'|.z|j_[L d by the Hotel de
Paris, the Bay has made Monaco more

accessible and Lambert says that it has

a younger and more of a family crowd.”

However this was only part one ol a
plan to bring the state into the 21st
century.

Destinations don't come much
more opulent than Monaco. Shopping
centres are adomed with L|\.JI‘|L|L'||\'2\.
and Spi ilessly-clean streets are lined

with 31.||||‘| trees wrapped in fairy lights.
Ix

Classical music is even g‘|1‘\'L| to hidden

speakers in the streets. But this alone

i\n'l l'lhlli_‘,"_h to out-do [ uropean resors

L’lllui with :_[.l[]ll[]l-_:_\5\'-ll'gLIII.|LllII'| and

| |(' \'\El;.llilw :l].ll. n is

others farther ahe d which have been
| Dubai

"!'('Ilt'(l up by low-cost travel
says Lamben adding

15 4 compclitor,
‘on the French Riviera, Cannes has
the promenade and we don't have that.
\l\i ), |‘J.J[\ l'||"|'|\|_ |]|\I_:l.'('_ }:[,Ll.ll‘{'\] 5
He is taking the hght right to their
\l"'-[\ll'|'\

\\L' want lo i'l come a -__'|-.||J.|i
luxury leisure brand,” says Lamben

and in December 2008 he announced

Monaco's first ever international
expansion In I.I[L' 2011, the hrst SBM-
managed hotel outside Monaco will

open—a Y5 suite hve star resort and spa

in Marrakesh. It will be called ‘Ja

whar,
the jewel), bv Monte-Carlo SBM

but there is much more to it than just
branding.

\l.l.'..l.!\l"-l'- S C |.--\' \'|\|-l._;|'| LO us

1 1
and is a destination for short breaks

|
Irom all over | urope so its a cood

window lor us lor promotion, \'\'l"..l'.i‘.\

1 1.1 u :
Lambert adding that “we have already

and markets.” In addition to the

identihed precisely the pnonty segments
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"We have cash and we have a €160m L
line of credit that we haven’t touched in | -t
the last hvc years because business has
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be more innovative marketing such as
having signature dishes rom Monaco
on its restaurant menu. He has a long

ishopping list [or [urther expansion

*We are looking in Paris, London

York and Los Angeles,” says Lambert

gement
contracts, SBN may ac quire one hotel
oulrip,lll. “I wouldn't mind owning a

thotel in London or in Paris,” he says

and reveals that his ideal target in the
UK Cd|)i!.|| would have between 120
fand 150 rooms and be in Maylair. And
nlllmugh Casino operation in I urapean
s is not on the cards for SBM, due

o the difficulty of acquiring licenses, it

could be |1u-\‘\lrl|\' in resort destinations
Lambert's plans are far [rom hall
arted.

1 tels over the next ten years althe ugh

more to come,’

ay seem iring al the moment given
hl.' \\L“II\ |]l ||1.|| u| the economy |?lll
ambert is bullish. He is confident
that international development and
Vestment is o strategy lor coping with
hu downturn. Lambert believes that
BBIMs risk is mitigated since it will

I3 N veny lew hotels. “To tell you the

ith,” he adds, * today the situation
With the worldwide economy will offer
2Pportunitices we had never I|ult|_~_1|5! ol
.(lt‘aﬂ:\' dare going Lo become ¢ |u'.||u-r

AN a year ago”, And Lambert doesn'l

Ve Lo worry about securing [unding,

"ELEYATQR.COM

branding in the name and the obligatory

in-room SBMI t[iu'rlnl_\. There will also

Milan, Geneva, Berlin, Budapest, New

adding that although the majority of the
ideals he is planning are man:

He hll|n'- to have a collection of 15

he won'l say when the next deal will be
nalised - he simply says that there are,

(‘ll)ll il CApiinsion for a luxury brand

M ..l |

FI mmuug:'m

He expects to spend up to €800m
n Ii'u CXpansion .|||1l L'\|\|.JIH\_ we h-I\L'
cash and we have a C160m line ol credit
that we haven't touched in the last
five years because business has been

extremely good.” The reward could be

well worth the risk since the ultimate
objective is to drive more gueslts Lo
Monaco I|'.:n||u."1 \\|1.|l Lambert refers to
1s ‘windows around the world. With the
downturn deepening it could be crucial

NMonaco to cast a wider net.

Lambert forec asts that, once
opened, the expansion will bring SBM
an additional 10% of revenue over the
|u||m\|.‘1:,_[ lour years |l coul [| come at
just the ||_-,'}‘.| ime.

Ier '.ll[l'l' vears ol In'\|\|\| '_'_1'|>\\L'|\,
the sparkle came off SBM's results in
its annual results to the end of March
2009. The company's revenue lell
12.6% to €400m with its operating
prohil tumbling. It fell 69% to €19m —a
big drop but it still finished the year
with a prohit which is a feat in itself
Surprisingly the main driving force
behind this was not a fall in occupancy
at SBM's hotels. Hotel revenue was
down 6% to €174.9m but gambling
earnings took a bigger hit. Following
the introduction of a smoking ban in
\\l\l'rn|u'| :.I\L' year casino l.li\liluﬁ
crashed 19% to €210.7m and as the
downturn has deepened, SBN has
struggled Further.

[ts latest results are for the three
months to the end llil_|l||1\' 2009 and
they show revenue ol €104.6m which
was down 15.8% on the same period
the previous year. This was ].n}_'_\-'._\ down
o a 20.1% fall in hotel turnover :
fewer guesls slaye 'd in the ]ml\Llpu] Ly

Lambert says 111 it this has been driven

by a “significant drop of US and UK
markets,” and, “shorter visibility on
group business (fewer incentives,
tr.nr”lng shorter distances for a shorter
|)\'|'im|. with less |r.|r'[|1.'|p.mlk ).”

He laces the Catch 22 situation
that the _u|j|/ and gLuanJr which has
made Monaco famous is not something
that many companies want to be
associated with in a downturn, even il
itis priced competitively. “They don'
want to be seen as going lo a f(l\llr}
destination like Monaco in view of the
hnancial situation,” Lambert says and
so SBM is ||J‘}LII’1_‘,'_ |R'\u|1(| 11]\' |1.:|1]\IIl_l_'
and J]igh-[i'th sectors which it has
traditionally relied on. Nevertheless,
Lambert adds that the |35L|r||1,|¢ cutical
and automobile sectors are “still active
in Monaco when it comes to product
launches

SBM is also well diversified in
terms of guests’ geographical origin
since, "no nationality accounts for more
than 15%, which contributes to mitigale
the risks,” says Lambert. He adds that
the type ol guest visit is pretry ey L'Hl_\
split with most SBM hotels running a
business-leisure split of 40-60

Despite the downturn, Monaco's
status as an oflshore inance centre
has also |1L'|}n‘ti L(‘L']\ ILs corporate
guest numbers afloat Ltlmp.ir::d Lo Ils
compelitors VMonaco secured fairytale
status in 1863 when Europe's first
casino opened there and its profits grew
so great that Prince Charles 11, great-
great-great-grandfather of Monaco's
ruling monarch Prince Albert, was able
to abolish all taxation on Monaco's
citizens

I'he upshot is that although there
ire just 6,000 native \1Hm--;.|~n;1u'
citizens, Nonaco has 32,000 residents
['hey stretch [rom celebrities such as
Sir Roger Moore and Shirley Bassey
to business luminaries like Easyjet
founder Sir Stelios Haji-loannou and
Michael Smith, chairman of private
equity firm CVC. As a result of the
well-heeled corporate trave llers visiling
the pring ||.~.|l|l\. the |1:.'|n'n|\[vr senace
between Nice and Monaco is the most
travelled |]L'|Il.lli1'|(‘l' route in the world
with 68 daily turnarounds and 90%
of this |u'|n;_' business travel. Lambert
adds that this year SBM strengthened
its cross-promotion relationship with
private _it". 'Ir.u'lmnﬂ oW nux'ImI\ scheme
.\\'15L'1‘\.

Lambert has also had an
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unexpected windfall which should boost
SBM's bottom line in the next quarter.
We are in the midst of a deep downturn.
Disposable income is dropping and
business travellers are trading down to
economise. So where would you find a
resort refurbishing a grand hotel? Only
in Monaco of course.

On 15th May 2009, one of
Monaco's oldest and most historic
properties, the Beach Hotel, re-

{:pvm'd after a multi-million dollar
refurbishment. Built in 1928, the Beach
Hotel is located on a secluded IJ.I_\' an
the outskirts of the principality and is
steeped in history.

Eva Peron 51‘|I\vd there in 1947
during her Rainbow Tour of Europe to
promote Argentinian interests and the
hotel’s pastel-coloured lobby looked
like it came straight out of an Agatha
Christie thriller. This all changed as
1avi

aris-based designer India Mad
|1r'm|§_'|1l d conlemporary touch to
the Beach Hotel making it a worthy
neighbour to the Bay. Lambert confirms
that sales and the key indicator of
revenue per available room have been
higher at the hotel this summer than
last year, It sets a tough precedent.
“The big challenge is to keep the
company afloat, as lar as the obvious
historic assets are concerned, while

getting ready for better times in 2010

AGE7DF ST

and 2011 when we will have new
projects and new offerings,” says
Lambert.

SBM faces a different challenge
when it comes to growing gaming
revenues given the smoking ban.
Lambert's strategy to cope with this

includes outdoor gambling and casting
out its net to pull in high rollers from

all corners of the globe. SBM has sent
agents into exclusive country clubs, golf
clubs and cigar dens in Shanghai, Hong
Kong, Guangzhou and Beijing to, “lure
people that travel, that are educated
and that want to see Europe”. It has

an impressive hook to pull in punters;
complimentary all-inclusive travel and

accommodation packages for gamblers
waging over €20,000.

“We are targeting what | call the
haute-couture type of clients. '|'|1L‘_\'|'t'
not in the mass market and groups.

So that's haute-couture in terms of
gambling,” says Lambert. And SBM
has not put all its money on one spin
of the roulette wheel as agents have
also been sent to Delhi, Bombay and
Bangalore. To give it [urther presence,
SBM has also opened a regional office
in Singapore and is planning another in
Beirut. It is also taking its brand beyond
physical borders with Monaco’s first
online gaming site

Monaco abides by French law

TOP: IACO
SKYLIN: 5 SPACE
15 GETTING MORE
AND MORE SCARCE,
THE PRINCIPALITY™S
BUILDINGS RISE HIGHER
AND HICHER.

to regulate online gaming and sinc
this prohibits many table games, the
Monaco site focuses on sports bettis
In February 2009, SBM acquired a
50% stake in Mangas Capital which

controls the BetClic online busines

and Lambert’s aim for the partners|

is S.ilnpf(‘_ “to become one of the 1

players on a pan-European basis

Last year SBM also diversifi
pnk(‘r and is throwing its weicht bel
it |J} even hiring professional poker
player Isabelle Mercier to promotc
game.

But i.ﬁl' '(I” of Monaco's in

excess and spending its way throug]
the recession, it knows its limits.

principality had planned further
|

would solve its space problem for o

reclamation on a giant scale w

and for all. The project 1
275,000 square metres ol
pr{:_fvt‘h'd to cost around €10bn but t
downturn put paid to this.

“In the current clim

irresponsible to launch a project of 1
scale,” said Prince Albert in Decer
2008, when the plan was shelved
sounded a note of caution but perha
the best indication of Monaco's out
is the demand for SBM'’s stock.

The Monegasque State holds
()L—'.:!"' [J'I‘\l'}\l.\ _‘\h\ll'L' C .|[‘i|.| with 1
majority of the remainder traded
I’

capitalisation of €585.2

s’ Euronext exchange at

In Ju
last year, the Qatari Diar real esta

investment company, a unit ol one

the most aggressive soverel
funds, launched a bid for 30.4% ol
\|}\]~. .\IUL'l\. ||1L' ol |.c'| represenied
a 31% premium on the share price
before it was announced and value
business at €1.3bn.

However, SBM took out an ac
the French press to say that the
offered was “insufficient” and did
reflect, “in any way the company’s
real value.” It added that it wou
support Qatari Diar’s offer il it wa
limited to 10% lll."\l‘l\l\\'\li'll.l. L
Diar walked from the deal. It evi
similar |\.|[l|\‘ in the 1960s when G
shipping magnate Aristotle Onassis
secured a majority stake in SB\I
1o be lorced into minority owners

by Monaco’s late Prince |

1nic

issued 600,000 new shares and pass

a law to make them non-tra

limes change but the allu

does not
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