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Energy transition and the new economic cycle 
 
The announcement by the European Union that it will be earmarking 

25% of its €750 billion recovery plan for energy transition reflects the 

growing awareness amongst all the economic stakeholders of just how 

vital this challenge is. Most companies, across all sectors of activity, 

are now deploying energy transition and climate risk management 

strategies. Investors are quick to point the finger at certain companies, 

however, such as auto manufacturers or oil companies, because of 

their high levels of CO2 emissions. Yet these self-same investors, 

whose role is to finance and support firms in implementing their 

strategies, have a fundamental role to play in financing their transition. 

We believe that investors have a responsibility to support these firms, 

too, in their process of transformation. 

Energy transition proceeds from a full-scale technological revolution. 

The ensuing creative destruction process described by Schumpeter(1) 

leads to the transformation of ecosystems and, with it, the emergence 

of new firms and the disappearance of those that fail to adapt to the 

new environment. Some investors currently seem to believe that the 

established players in the automotive and oil sectors are on their way 

out. We think otherwise: most of these firms currently have 

considerable resources at their disposal with which to embark on the 

transformations needed and are often better equipped than the 

newcomers dedicated to disruptive change. As part of its transition 

towards electric vehicles, BMW is investing over €6 billion annually in 

R&D, compared to €1.2 billion for Tesla(2). Total, which plans to 

become a major player in renewables, has announced a target of 25 

GigaWatts of renewable energy capacity by 2025, and will channel a 

growing proportion of its investments into achieving its target. By 

comparison, global renewables leader Iberdrola reported capacity of  

32 GW in 2019, and cash flow generation one third that of Total. While 

it is important to ensure that these big carbon emitters engage fully 

with energy transition, their sheer weight as leaders in their sector will 

enable them to secure their position in this new environment. 

More to the point, if energy transition is to succeed, one of its first aims 

must be to reduce the CO2 emissions of the biggest emitters. Rather 

than being obstacles, these much decried players are, in fact, some of 

the most powerful levers for reducing emissions. This makes it 

counterproductive to set them up as adversaries of energy transition, 

instead of supporting and encouraging them to make the necessary 

transformations. Proof of this lies in the fact that dialogue with their 

shareholders has prompted most of the oil & gas giants to commit to 

carbon neutrality by 2050. Total, Repsol, Royal Dutch Shell, BP and 

Eni have all announced their strategies for reducing emissions and 
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aligning with the 2°C trajectory of the Paris Climate Agreement. All 

have factored shrinking volumes of petroleum products into their global 

strategies over the decades ahead. BP and Repsol, for example, 

recently announced asset write-downs of €15 billion and €5 billion 

respectively, signalling their intention not to proceed with a significant 

number of exploration projects(3). In line with Royal Dutch Shell, these 

groups also adhere to the reporting standards laid down by the Task 

Force on Climate-related Financial Disclosures (TCFD), to which we 

are also a signatory. We note also that adherence to the Paris Climate 

Agreement supposes a reduction in oil production of around 50% by 

2050, meaning that by the target date, the world will still be producing 

50 million barrels of oil a day. It is vital to involve the oil companies in 

energy transition rather than marginalise them, to ensure that the 

barrels being produced in 2050 are those that generate the lowest 

carbon emissions possible.  

Furthermore, we believe that financial markets drawing a line  between 

these companies and their so-called “green” counterparts only helps to 

create a green bubble. The result is excessive over-valuations of these 

companies given their profitability profile. Orsted, a Danish firm 

specialising in offshore wind farm development and management, is 

valued at 19x EV/EBITDA. This valuation is based solely on the 

company’s sustained rate of growth, seen as sustainable into the 

future, without considering the execution or regulatory risks specific to 

its field of activities. In contrast, Enel, which operates in both the 

renewable and conventional sectors, is valued at a much more modest 

7.7x EV/EBITDA. In the auto manufacturing sector, Tesla is valued at 

an EV/Revenue multiple of over 7x, compared to 0.2x for BMW. In the 

building materials sector, Irish insulation specialist  Kingspan is valued 

at an EV/Revenue multiple of 2.7x compared to 0.7x for Saint-Gobain. 

This extreme and systematic polarisation is typical of phases of market 

exuberance that expose investors to ill-considered risks.  

In order to respond to the climate emergency, we must now get all the 

economic players involved and encourage them to adopt the 

transformation measures needed. That requires investors to fully 

assume their role as shareholders and engage in constant dialogue 

with issuers. This is why we pursue our dialogue with companies 

across all the sectors, either directly, by signing up to collective 

initiatives such as at the Total AGM or as part of institutional initiatives 

such as the Carbon Disclosure Project. 

(1) Kapitalismus, Sozialismus und Demokratie, Joseph Schumpeter, 1942 
(2) Companies’ 2019 Annual Reports 

(3) Press releases from BP dated 15 June 2020 and from Repsol dated 2 December 2019 
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SUB-FUND CHARACTERISTICS 
European UCITS V fund 
SIN code – A share class: FR0010632364 
Inception date : 31/03/2017* 
Benchmark index: Euro STOXX Large div. net reinvested 

AMF classification  
Eurozone equities 
Frequency of NAV: Daily 
Valuation used: Closing price 

Type: Accumulation, eligible for PEAs 
Custodian: CACEIS Bank 
Fund administrator: CACEIS Fund Administration 
Recommanded investment period: > 5 years 

*  The sub-fund results from the merger-absorption of the FCP METROPOLE Value SRI launched on 9/07/2008.  The A unit created on 9-July-2008 became the A share class on 31/03/2017. On 29 March 2018, this sub-fund absorbed the METROPOLE Euro  
    sub-fund to become METROPOLE Euro SRI. 

 
 

A pure and concentrated stock picking portfolio  
Our main investment cases for undervalued Eurozone stocks, rated according to ESG criteria.  
Our “Best in Class/Best Effort” approach to SRI encourages companies to improve on ESG extra-financial 
issues.  

Reference universe 
Eurozone stocks with a market capitalisation over €5 billion.  

Investment objective 
To outperform the Euro STOXX Large dividends net reinvested index on an equity investment horizon. 

A GLOBAL, INTEGRATED MANAGEMENT: 
RESPONSIBLE VALUE INVESTING 

ENTRY 

• Portfolio with stocks discounted against their industrial value, with strong balance sheet and ESG qualities, 
• Concentrated portfolios with 30 to 40 stocks; 

Entry based on a collegial decision and weighting of each security according to its discount and catalysts 

• Identifying financial or extra-financial catalysts, new controversies or changes in extra-financial ratings. 

             IDENTIFICATION OF CATALYSTS 
Anticipation of changes in market status for the security selected, likely to reduce any undervaluation relative to their industrial value 

              PRE-SELECTION 
 

• Filter of the European universe using for each business type the same valuation metrics as corporations do in their relevant sector. These metrics 
are referenced in our proprietary database of past mergers and acquisitions transactions. 

• Filter of the resulting universe according to our proprietary Best-in-class / Best effort ESG rating taking into account regulatory exclusions. 

Selection of undervalued stocks compared to their industrial value within a stock picking framework 

EVALUATION 

• A 360° analysis of the company taking into account three aspects: extra-financial analysis, financial analysis, balance sheet analysis. 
• Meeting with management regarding these 3 aspects. 
• Choosing an appropriate valuation ratio for each type of business. 
• Evaluation of ESG risks. 

Calculation of industrial value, analysis of the balance sheet strength, consideration of extra-financial controversies followed by meeting                        
with management 

• When the valuation target is reached; 
• When identified catalysts do not materialise; 

EXIT 
Strict sell discipline 

• In the event of a sharp downgrade in extra-financial ratings; 
• In the event of significant controversy. 



General mention:  

This document, the information contained herein and any and all materials (whether past, present or future) relating directly or indirectly hereto (including, without 
limitation, covering emails and follow-up communications and correspondence, collectively the “Materials”) do not, and are not intended to, provide any form of investment 
advice, investment recommendations and/or other similar financial or investment advice. The Materials do not, and are not intended to, represent any sales, facilitation 
and/or promotional activity and therefore may not be construed as an offer for the purchase or sale of financial or investment instruments or do not constitute a product 
information sheet within the meaning of §31 para.3 of the German Securities Trading Act (WertpapierHandelsGesetz). The opinions expressed in the present document 
may be modified without prior notice These Materials are strictly confidential and may not be distributed to any person or entity other than the recipient(s), except with 
Metropole Gestion’s express and unequivocal prior written consent (which may be granted or withheld in its absolute and sole discretion).  

METROPOLE Gestion SA assumes no obligations with respect to or liability for financial or other consequences arising from the subscription or acquisition of a financial 
instrument described in this Material. In particular, METROPOLE Gestion SA assumes no liability with regard to the information being accurate, complete or up to date 
unless the information is misleading, inaccurate or inconsistent with the relevant parts of the prospectus.  

It is recommended that investment decisions with respect to the financial instruments mentioned in this Material only be made after reviewing the current version of the 
prospectus (available at METROPOLE Gestion and on the website www.metropolegestion.com). The distribution of the present Material or the prospectus may be 
restricted by law in certain territories, countries or jurisdictions and investors are required to inform themselves and to comply with any such restrictions in any relevant 
territory, country or jurisdiction. Prospective investors must decide for themselves whether their investment is suitable taking into account the legal, tax and accounting 
conditions that apply to them. Above all, when subscribing and buying fund units, the investor should be aware that this product entails a certain amount of risk and it is 
possible that the investor will not recover the full amount of the capital invested; in the worst-case scenario, the entire amount may be lost.  

Positive results in the past are no guarantee for current or future returns.  

The performance data of this document do not take into account the subscription and/or redemption fees that can be charged by the distributor.  

Specific mentions for Germany and Austria: 

This Material is not a financial analysis within the meaning of § 34b of the German Securities Trading Act (WertpapierHandelsGesetz) or within the meaning of sections 36 
and 37 of the Austrian Securities Supervision Act (Wertpapieraufsichtsgesetz) of 2007 or section 48f of the Austrian Stock Exchange Act (Börsegesetz) and was not 
prepared in compliance with the applicable legal requirements for financial analyses or with the statutory provisions on promoting the independence of investment 
research and is not subject to the prohibition on trading after the dissemination of investment research.  

The only legally binding document is the prospectus, which also contains a description of the risks. The investor may not hold the company liable under civil law solely on 
the basis of this Material unless the information is misleading, inaccurate or inconsistent with the relevant parts of the prospectus. The prospectus, the German version of 
the Key Investor Information Document (KIID) for the funds of METROPOLE Gestion SA that are registered for public distribution in Austria and mentioned in this Material, 
the German version of the customer information documents in accordance with section 134 InvFG and the information within the meaning of sections 140 to 142 InvFG 
can be obtained from METROPOLE Gestion SA – 9, rue des Filles Saint-Thomas 75002 Paris – France, tel.: +33 (0)1 58 71 17 00. 

The risks, fees and ongoing charges are described in the KIID. The prospectus, KIIDs, NAV and annual reports are available at www.metropolegestion.com or upon 
request at METROPOLE Gestion. 

Specific mentions for Switzerland: 

The METROPOLE Gestion funds are collective investment schemes established in France and subject to the regulatory supervision of AMF. The representative in 
Switzerland is CACEIS Switzerland SA, route de Signy 35 CH-1260 Nyon. The paying agent in Switzerland is CACEIS Bank Paris succursale de Nyon, route de Signy 35, 
CH-1260 Nyon. The prospectus, the key investor information document, the regulations or articles of association, as well as the annual and semi-annual reports of the 
funds may be obtained free of charge and at all times from the representative in Switzerland. The place of jurisdiction and the place of performance with respect to all 
actions regarding the distribution of shares in Switzerland is at the registered office of the representative. 

Specific mentions for Belgium: 

The prospectus and key investor information must be read prior to any subscription. The most recent version of the full prospectus, the key investor information and the 
most recent periodic reports (in French) are available free of charge from the financial services provider: CACEIS BELGIUM SA B-1000 Brussels, Avenue du Port 86 C 
b320 (Tel : +32 2 209 26 58) and are also available on the website www.metropolegestion.com/Belgique. Additional information may also be obtained from the financial 
services provider. The net asset value is published in the L'Echo newspaper in Belgium. The SICAV fund is subject to taxation on capital gains.  

For additional information, please contact either the financial services provider (contact information provided above) or METROPOLE Gestion, at the following address: 
metropoleg@metropolegestion.fr.  

Specific mentions MENA: 

The Investment Products have not been registered for public offer or distribution in Bahrain, Kuwait, KSA, Oman, Qatar and UAE. The Investment Products must not be 
distributed within Bahrain, Kuwait, KSA, Oman, Qatar and UAE by way of a public offer, public advertisement or in any similar manner and may not be offered to the public 
in Bahrain, Kuwait, KSA, Oman, Qatar and UAE or used in connection with any offer for subscription to the public in Bahrain, Kuwait, KSA, Oman, Qatar and UAE. 

For any additional information, please contact METROPOLE Gestion SA at the following address: metropoleg@metropolegestion.fr. The publication of this Material was 
made by the Management Company: METROPOLE Gestion SA 9, rue des Filles Saint-Thomas, 75002 Paris, France – Tel: +33 (0) 1 58 71 17 00 - Fax: +33 (0) 1 58 71 
17 93 - www.metropolegestion.com - metropoleg@metropolegestion.fr. METROPOLE Gestion is a limited company registered in France and authorized by the French 
financial markets authority (“Autorite des Marches Financiers”) as a Portfolio Manager under No.02/026 dated 21October 2002. METROPOLE Gestion is not registered, 
approved and/or licensed by any authority, regulator or state outside of the European Union. 

No specific mentions for Netherlands. 
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