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ESG: a competitive advantage for European businesses 

As firm believers in the added value created by incorporating 
ESG criteria into investment decisions, we have for many years 
put ESG at the very heart of our management process. Yet, 
until only recently, ESG was perceived as a constraint by both 
businesses and investors, in particular because ESG 
standards are generally based on regulatory requirements. 
Over the last few years, however, this perception has gradually 
been reversed as both businesses and investors have become 
aware of the opportunities ESG has to offer. The Covid-19 
turmoil significantly accelerated the introduction of ambitious 
policies that are now enabling European firms to stand out from 
the crowd.  

The economic direction Europe is taking has positioned it in the 
forefront of the fight against climate change. As the first 
economic zone to implement a structured market in carbon 
certificates, Europe has a long experience of using 
environmental regulations to encourage businesses across the 
board to engage with the energy transition. Companies have 
adapted by investing massively in developing new solutions for 
reducing their carbon footprint. 

The automotive industry offers a perfect illustration of these 
transformations. Notably incentivised in recent years to 
innovate in order to reduce their CO2 emissions in 
accordance with European regulations, Europe’s auto 
manufacturers have already invested heavily in electrifying 
their vehicle ranges. As a result, they are now in a position to 
respond to demand that has soared in the wake of the 
pandemic. Now groups like Daimler, BMW or Volkswagen 
expect to see half their revenue stream deriving from e-
vehicles in 2030. Volvo has even pledged to stop selling ICE 
vehicles as from 2030. At the cutting edge of this 
technological transformation, the European manufacturers 
are solidly positioned to grapple with a transition that now 
affects the global automotive market as a whole.  

For steelmaking, which accounts for around 8% of global CO2 
emissions, reducing those emissions is also a substantial 
challenge. The key European players in the sector have 
tackled the subject head on, in particular Sweden’s SSAB, now 
hailed as a pioneer in zero-emissions steelmaking after 
replacing coking coal with green hydrogen as part of its 
HYBRIT project.  

The equally emissions-intensive cement industry also faces the 
same issues. Cement manufacturer HeidelbergCement has 
adopted ambitious environmental targets, aiming to reduce its 
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emissions by 30% by 2025 and achieve carbon neutrality by 
2050. In pursuit of its aim, the group is investing particularly in 
improving the energy efficiency of its production plant and in 
carbon capture technologies. As with SSAB in steelmaking, the 
lead HeidelbergCement has taken in the production of carbon-
free materials gives it a competitive edge that puts the group in 
an ideal position as clients seek increasingly to reduce the 
carbon footprint of their purchasing. 

Europe’s industries are being urged towards transformation and 
can draw on public funds to do so, especially the Next 
Generation EU recovery fund, 30% of which is set aside for 
fighting climate change. Through the planned introduction of a 
carbon border tax, Europe will also be protecting its own 
industrial base, as the new scheme will prevent competitors not 
subject to EU regulations and enjoying laxer environmental 
standards from flooding Europe with their lower-cost products. 

The environmental and climate stakes that businesses must 
now face call for exemplary governance in view of the 
repercussions that, on the financial front alone, could prove 
considerable. Business leaders have grasped this only too well 
in the wake of the Gulf of Mexico oil spill that cost BP over 
USD60 billion, and the emissions scandal that has cost 
Volkswagen close to €30 billion. Transforming what at first sight 
might look like a constraint into a development opportunity 
requires a shift in governance that goes far beyond merely 
strengthening risk control measures. It frequently involves 
resetting strategic orientations and the resources deployed at 
every level of the business. It also involves introducing 
incentivising pay schemes for top management and executives. 
This is an aspect we addressed in our discussions with 
companies in our portfolio, as part of our 2018 thematic 
engagement campaign to encourage companies to incorporate 
ESG criteria into their executive pay schemes. 

Driven by a strict regulatory environment and intense 
shareholder engagement, in which we actively participate, 
European businesses had an early introduction to ESG issues. 
They have made considerable progress over recent years and 
are now well ahead of their international competitors. This is 
one of the findings revealed by our proprietary ESG rating 
model, which covers over 6,000 stocks worldwide. European 
firms are in the process of transforming what was once seen as 
a constraint into a development opportunity. The lead they have 
taken in the field of ESG now gives them a decisive competitive 
advantage. 
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• Elimination of companies falling within the scope of our 
exclusion policy. 

• Elimination of companies with the lowest ratings under the 
Best-in-Class/Best Efforts ESG rating produced using our 
proprietary methodology or which have been the subject of a 
major controversy. 

• Selection of securities that are discounted vis-à-vis their 
industrial value by using for each sector the same valuation 
criteria as used for the sector's companies recorded in our 
proprietary database of past transactions. 

 

• 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 and opportunities. 

• Portfolio with stocks discounted against their industrial value, with 
strong balance sheet and ESG qualities. 

• Concentrated portfolios with 30 to 40 stocks. 

• When the valuation target is reached. 
• When identified catalysts do not materialise. 
• In the event of a sharp downgrade in extra-financial ratings. 
• In the event of significant controversy. 

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

Strict sell discipline. 

Pre-selection 
Reduction of the investment universe in line with 3 
successive criteria:  

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

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

Identification of catalysts 
Anticipation of changes in market status for the 
security selected , likely to reduce any undervaluation 
relative to their industrial value. 

Exit 

METROPOLE Sélection - METROPOLE Avenir Europe - METROPOLE Euro SRI 
  

 



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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