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above those of Q2 2019, the group is now reaping the benefits of a 

strategy launched several years ago and of massive investment, 

particularly in data, with the acquisition of Epsilon. The automotive 

industry, another sector vulnerable to disruption with the coming 

transition to electric vehicles, has also demonstrated its robustness 

and adaptability with strong earnings, despite the shortage of 

electronic components holding back production, and higher raw 

materials costs. Volkswagen announced a record H1 operating 

return on sales of 8.8% and net cash flow above 10Mds€. Part of 

this was driven by a recovery in volumes for the German 

manufacturer, with the number of vehicles delivered up 28% over 

H1 2020, but the group also benefited from a highly favourable 

price/mix effect. The current shortage of semiconductors has left 

the automotive industry unable to satisfy demand in full, which 

places considerable pricing power in the hands of manufacturers 

able to concentrate their available production capacity on the 

higher-margin premium models. This has brought the group record 

profitability even as global production languishes at the bottom of 

the cycle.  

It is also important to stress that the companies that did well out of 

the previous cycle, one of moderate growth and low inflation, are 

not necessarily those emerging most strongly in this new cycle. 

Some consumer staples groups such as Unilever or Reckitt 

Benckiser have disappointed investors as a result of cost inflation 

and their inability, at least temporarily, to pass these costs on in 

their retail prices. In contrast, cyclical companies are benefiting 

from the positive trends associated with the economic recovery: 

greater ability to absorb fixed costs cushions the effects of higher 

input prices on their margins.  

The early stages of a cycle are traditionally marked by a sharp 

upturn in activity, as Q2 results aptly illustrate. Recent speculation 

and the concerns expressed over the flattening of the yield curve  

are, in our view, unjustified. These market shifts seem more like the 

outcome of a delicate exercise in communication between central 

banks than the sign of an imminent reversal of the cycle. This new 

cycle could see a paradigm shift and work to the advantage of the 

cyclical sectors benefiting from a reflationary environment, such as 

chemicals, steel or cement, which continue to be significantly 

undervalued. Companies supposedly exposed to disruptions, such 

as communications agencies Publicis or WPP, textbook publisher 

Pearson or automotive manufacturers such as BMW, Volkswagen 

or Daimler, have picked up the pace of their transition and emerged 

stronger from the crisis. They are now once again in a position to 

benefit by taking advantage of the widespread economic upturn. 

1. JPMorgan. At 30/07 for the 52% of Stoxx600 companies having announced their 
quarterly results. 

2. La Lettre June 2021 “New cycle and paradigm shift: from deflation to reflation” 

 

Quarterly results that reflect the strength of the economic cycle 

With just over half of European companies now having published 

their quarterly results, the overall trend emerging is very positive, 

with earnings per share growth outstripping expectations, even after 

upward revisions, in 62%1 of cases. The ebullience of these figures 

can be attributed in part, but not entirely, to a fairly obvious 

catching-up effect after the global economy virtually ground to a halt 

in the spring of 2020. The recovery is also being fuelled by the two 

major transformations currently under way, energy transition and 

digitalisation, both of which are creating new needs, coupled with 

the huge impact of the public investment plans voted through since 

the beginning of the Covid crisis. Even though some companies 

continue to be affected by the restrictions on international travel, the 

rest of the economy is recording performances offering positive 

surprises. Many companies have already shaken off the scars of the 

2020 crisis, reporting levels of activity above those of 2019. One 

such is Saint-Gobain, which has just announced record results for the 

second quarter in a row, as the group makes the most of the trend 

towards building renovation and energy efficiency in Europe.  

Earnings announcements are also confirming the return of 

inflationary tendencies. As we explained in La Lettre of June 20212, 

the pandemic caused disruption to many supply chains and the 

powerful economic recovery over recent quarters has put pressure on 

the prices of many raw materials. Certain sectors, including 

steelmaking, chemicals and the cement industry, have profited from 

this environment, with many players reporting record margins. A 

case in point is Swedish steelmaker SSAB, which posted a Q2 2021 

operating profit over three times higher than for Q2 2019. Despite 

the fact that this situation could continue for longer than expected, 

some sort of normalisation is likely to take place over the quarters 

ahead, although this by no means indicates we are nearing the end of 

the cycle. Our discussions with companies have confirmed our view 

that, apart from the impact of short-term restocking, the 

fundamentals are sound and customer demand is robust. On the 

supply side, the market will benefit from China’s closure of some  

20% of its production capacity over recent years and the abandoning 

of initiatives to promote exports by a country that accounts for 

around 50% of global steel production capacity. Tougher CO2 

emissions reduction policies should also result in a context of higher 

prices overall in the years ahead. 

At the time of the 2008/2009 financial crisis, companies focused 

their efforts on reducing fixed costs: in many cases, this enabled 

them to speedily overtake the level of pre-crisis margins in the 

course of the following cycle. Similarly in 2020, companies were 

highly proactive on costs but, above all, seized the opportunity 

offered by the crisis to accelerate their digital transformation. One 

such case was Publicis, whose capacity to adapt to new client needs 

many investors once doubted. After announcing quarterly results 
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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. 

 
 

 


