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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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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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