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also proving to be a source of inflation. By forcing 
companies to review their production capacity (closing 
down their most heavily-polluting capacity and scaling back 
investment in the highest-emitting projects), new regulation 
is helping to maintain the pressure on capacity. In 
conjunction with the launch of a new and ambitious plan to 
cut emission quotas in Europe by over 20% between 2021 
and 2030, this move will trigger a structural increase in 
energy prices. 

The pandemic has also revealed the vulnerabilities created 
by unbridled globalisation, largely inspired by Ricardo’s 
theory of comparative advantage. While a move towards 
massive relocalisation is unlikely, a reorganisation of global 
supply chains is only to be expected. Over and above the 
Covid crisis, one of the main drivers of globalisation – 
access to cheap labour – has been undermined. Coupled with 
the slowing growth of the active population as a result of 
population ageing worldwide, including in China, and 
tighter controls on immigration, these trends should combine 
to drive up wages.  

After decades of inflation remaining stubbornly low, its 
return has shaken a good many investors. Central banks 
around the world are preparing to start tapering their asset 
purchase programmes. Such announcements are a positive 
signal confirming the strength of the recovery and the return 
to some kind of economic normality. A steepening of the 
yield curve is nonetheless a major shift for the financial 
markets, and hinges on performance drivers that differ 
radically from those prevailing in recent years. Our 
portfolios are not exposed to the bubbles that have formed 
under the influence of the relentless decline in long-term 
interest rates. Wholly unconnected to fundamentals, these 
bubbles have fed on an entrenched and widely-shared belief: 
the impossibility of a scenario involving rising interest rates. 

Analysing the key trends that will shape the economic, 
social and environmental context of the coming decades in 
which companies will be operating is an integral part of our 
job: not so as to evaluate the supposed impacts of changing 
interest rates on our investment style, but to define the 
impact such trends might have on normative levels of 
company profit margins. In this context, our portfolios are 
positioned in stocks with high revaluation potential and the 
capacity to adapt to the “Great Reversal”. 
* “The Great Demographic Reversal: Ageing Societies, Waning Inequality, and an Inflation Revival”» - 

Charles Goodhart and Manoj Pradhan. 

 

Long-term convictions in short-term markets 

The Value management style cannot be reduced to a single 
factor. Nor can it be confined to the narrow definitions of 
Value indices which, in defining undervaluation solely on the 
basis of low PER or P/BV, or high dividend yield, inevitably 
result in certain sectors (banks and oil & gas groups) being 
over-represented. Our approach is much broader based and 
rules out no sector on principle. It incorporates an industrial 
element similar to that employed in the analysis of M&A 
deals, which involves establishing a normative profit margin 
for each industry and an appropriate valuation ratio. 
Understanding the issues facing an industry and any 
structural changes in its profitability implies, by its very 
nature, stepping aside from the short-term vision adopted by 
markets. Analysing long-term trends and the major 
transformations ahead thus forms an integral part of our 
work. From this standpoint, the next few decades will mark a 
break from the past.  

Globalisation and demographic shifts have resulted in an 
extraordinary deflationary trend over the past 30 years. 
China’s accession to the World Trade Organization in 2001 
opened up a vast pool of unskilled labour to the rest of the 
world, helping to exert downward pressure on wages in the 
developed countries. This, coupled with the massive financial 
crisis of 2008 that led to the introduction of expansionist 
monetary policies, drove interest rates, nominal and real, 
down to all-time lows.  

Now, however, the significant trends in globalisation and 
demographics are in the process of reversing. A new chapter 
is beginning, a chapter described by economists Charles 
Goodhart and Manoj Pradhan as the “Great Reversal”*. We 
share their view. A change is under way (La Lettre – March 
2021). Long-term interest rates have risen since the start of 
the year against a backdrop of rising inflation expectations. 
While central banks continue to describe these signs of 
inflation as transitory, we believe there are more structural 
elements at work, over and above the baseline effects and 
bottlenecks to be found during a strong recovery phase.  

Firstly, the pandemic has thrust Keynesian economics to the 
forefront and brought an end, in Europe in particular, to 
decades of budget austerity. More than just a simple 
catching-up process, a much more powerful cycle is taking 
shape, with massive investments in energy transition and 
technological developments.  

The transformations associated with energy transition are  
xxx 

 

http://doc.metropolegestion.fr/CRM/METROPOLE_la_lettre_mar_2021_US.pdf
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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. 

 
 

 




