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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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Disclaimer 

This is a marketing communication.  

This material is for information purposes only and represents neither 1) an invitation or solicitation to invest in, or offer to sell the financial 
instruments described herein, 2) nor any form of investment advice. All information contained herein is general and/or educational in nature. 
Individuals should consult an investment advisor before making any investment decisions. Future investors must take the necessary steps to 
determine whether and how much to invest on the basis of the legal, tax and accounting considerations which apply to their specific situation. The 
distribution of the present material 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. The opinions expressed in the present material 
may be modified without prior notice. Past performance is not a reliable indicator of current or future results, and fees and expenses will reduce 
investor returns. The value of investments and the income from them can go down as well as up and investors may get back less than the amount 
they invest.  

Data provided herein is for informational purposes only and does not reflect actual trading by METROPOLE Gestion or any other client. Client 
accounts will vary. No assurances are provided regarding future performance or results. The securities mentioned herein are for illustration purpose 
only and does not constitute any investment advice or recommendation to buy or sell and shall not be deemed an offer to or a solicitation of an 
offer to buy or sell any securities. The investments cases presented herein are included merely to provide a general example of METROPOLE 
Gestion’s research and investment process. There can be no assurance that any securities discussed herein will remain in a portfolio or if sold will 
not be repurchased. The securities discussed herein do not represent the entire portfolio and in the aggregate may represent only a small 
percentage of the total portfolio holdings. The entire portfolio holdings can be disclosed upon request. It should not be assumed that any of the 
securities discussed herein have been or will be profitable, or that investments will be profitable or will equal the investment performance of the 
securities discussed herein.  

- METROPOLE Gestion makes no representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 
information obtained from third-party sources, nor does METROPOLE Gestion accept any liability arising from its use. 

- Any opinions expressed herein are statements of METROPOLE Gestion's judgment as of this date and are subject to change without notice, and 
METROPOLE Gestion undertakes no obligation to update the recipient of any such changes. 

- No statement in this material is intended to be nor may be construed as a profit forecast and there can be no assurance that the assumptions and 
beliefs described herein will prove correct. 

- Some of the statements herein may constitute forward-looking statements. Forward-looking statements relate to expectations, beliefs, projections, 
future plans and strategies, anticipated events or trends and similar expressions concerning matters that are not historical facts. Forward-looking 
statements in this material involve risks and uncertainty. Forward-looking statements are based on our beliefs, assumptions and expectations of 
future performance, taking into account all information currently available to us. These beliefs, assumptions and expectations can change as a 
result of many possible events or factors, not all of which are known to us or are within our control. These beliefs, assumptions or expectations can 
change as a result of many possible events or factors, not all of which are known to us or are within our control.    

METROPOLE Gestion is approved by the French Financial Markets Authority (AMF). For more information, please contact us at the following e-
mail address: metropoleg@metropolegestion.fr. This document was published by the asset 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. 
METROPOLE Gestion SA is holding a license from the Autorité des marchés financiers, 17 place de la Bourse, 75082 Paris Cedex 2, France, 
under whose supervision it is. 
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