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This acquisition forms part of a long-term strategic 

industrial vision pursued by Parker-Hannifin and highlights 

the extent to which the Meggitt stock was undervalued.  

The long-term investment opportunities identified by our 

adoption of a long-term industrial approach akin to that 

applied to M&A deals are to be found in many sectors 

currently out of favour with the market. These include 

companies still suffering from the effects of the pandemic, 

such as hotels group Whitbread, which is valued well below 

the level of current deals in the sector, despite being in the 

process of expanding its market share, and poised to 

emerge stronger from the crisis. Brewer AB Inbev has seen 

its valuation plummet after losing its status as a growth 

stock. The stock now carries an EV/EBITDA multiple of 

just 10x, down from a level of 21x in 20164. We brought 

the stock into our portfolios over the course of the year on 

the grounds that it is now valued at less than its enterprise 

value even though AB Inbev returns the highest 

profitability in its sector even in a time of crisis. The 

biggest M&A deals between brewers over the past 20 years 

have been based on multiples of over 13x EBITDA. We 

have also spotted many undervaluations among companies 

in the process of transforming their business as part of 

energy or digital transition, such as auto manufacturers 

Volkswagen and BMW, communications agencies Publicis 

and WPP as well as publisher Pearson… 

The current period of high levels of uncertainty and 

extreme polarisation between the valuations of so-called 

growth stocks and those out of favour with the market has 

brought numerous investment opportunities to light. The 

accelerating pace of M&A deals in Europe is helping to 

correct valuation anomalies by revealing the industrial 

value of firms. It argues strongly in favour of an 

outperformance by our management style over the months 

ahead. 

Sources: 

1. Société Générale European Equity strategy “A strong 2Q21 reporting 
season with sales gaining momentum” - 08/26/2021 

2. Financial Times “Global dealmaking set to break records after frenzied 
summer”» - 09/05/2021 

3. Morgan Stanley research / Refinitiv - 06/30/2021 
4. Exane financial grid - 09/06/2021 

 

Companies are breaking free of short-term logic and seizing investment opportunities 

In the wake of spectacular corporate earnings 

announcements, especially in Europe, where estimated profits 

for 2021 are expected to be significantly above 2019 (pre-

Covid) levels1, stock markets are eyeing the next stages of the 

global economic cycle with much perplexity. As doubts 

begin to assail markets focusing on the short-term 

consequences of a normalization of US monetary policy or 

the risk of stagflation, M&A deals are hitting record highs in 

terms of both volume and value, with the sums in play more 

than double the level of 20192. 

The building wave of M&A deals in part reflects an 

abundance of liquidity and extraordinarily favourable 

financial conditions fuelling the rise in purely financial deals 

(private equity, SPACs and the like). These account for 

around a third of all deals and thus remain in the minority3. 

The vast majority of deals are being negotiated between 

corporates, however, and tend rather to reflect their 

confidence in the future. They are, above all, motivated by 

long-term strategic considerations and therefore reveal the 

intrinsic industrial value of their sector.   

Our management process, based on picking stocks that are 

undervalued compared to their industrial value, pays close 

attention to such deals because our valuation method has 

much in common with the due diligence required for mergers 

and acquisitions. It sets out to determine the level of 

normative profitability for an industry and the resulting 

appropriate valuation ratio. This in turn makes it possible to 

calculate a company’s industrial value. Our stock picking 

process thus relies on an internal database listing all deals 

announced worldwide over the last 25 years. This lengthy 

history tells us that an industry continues to be valued by the 

same multiples as long as there is no structural change in the 

industry’s profitability. A number of M&A deals announced 

recently bear out this analysis.  

One such case is that of aerospace and defence group 

Meggitt, the subject of a binding offer from US industrial 

group Parker-Hannifin. The 70% premium offered by Parker-

Hannifin is equivalent to a multiple of 14x 2019 EBITDA, 

slightly higher than the multiples observed in earlier deals, 

pre-Covid, within the sector. 
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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. 

 
 

 


