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perceived as bond proxies and often characterised as 
defensive. Their excessive valuations made them 
extremely vulnerable in the framework of rising long-
term interest rates albeit moderately. Conversely, 
European cyclical stocks which have been the focus of 
all market fears these past years, offer the best 
opportunities. Most of these companies are 
significantly undervalued despite making their way 
brilliantly through the crisis. They implemented 
extensive restructuring plans and reorganised their 
business portfolios, allowing themselves to take full 
advantage of operational leverage in an improving 
macroeconomic environment that proved its solidity 
during the political shocks of the last few months. This 
potential is still largely underestimated by the market. 
Banks, which had recorded the steepest market decline 
at end-June (-30%), made a huge comeback in the 
second half. In recent months, we often defended our 
stance on the banking sector, especially with respect to 
Italian banks. Through the application of our 
investment process, based on the search for stocks 
undervalued relative to their industrial value, we held 
on to our positions in a sector predominantly spurned 
by investors. The sector's significant undervaluation, 
combined with more positive factors such as the clean-
up of non performing loans, the upturn in lending 
growth that has been clearly visible for several 
months, and the normalisation of monetary policies 
and long-term interest rates, all argue for the sector to 
outperform in the coming months.   

Cyclical and bank stocks are not the only 
opportunities, however. Market excesses in the past 
two years have shed light on several undervaluations 
besides those correlated with long-term interest rate 
trends. Thanks to our valuation method, with its 
industry-based rationale similar to the analysis 
performed for mergers and acquisitions, we seized on 
several opportunities in the telecom, oil and luxury 
goods sectors over the period. Given the much broader 
scope of investigation than the conventional Value 
investing approach, applied to major indices such as 
the MSCI Value, our portfolios are ideally positioned 
to take full advantage of the pro-Value investing cycle 
currently taking shape. 

2017: another favourable cycle to Value investing 

There has been a significant surge in outperformance for 
the Value investing style over the past few months. 
Conversely, the Growth investing style - representing a 
substantial share of allocations for most investors - has 
recently suffered. The question many investors are asking 
is whether this trend is set to last. From a valuation 
analysis standpoint, the assessment is obvious. As big as, 
the recent correction of some so-called Growth stocks 
may seem, their valuations are still excessive and are 
nowhere near correcting after the unprecedented decline in 
long-term interest rates. On the opposite side, cyclical 
stocks, which have been overlooked by the market in 
recent years, are still highly undervalued despite the sharp 
rebound observed since end-June. The normalisation of 
monetary policies and long-term interest rates, amid 
improving macroeconomic conditions and rising inflation 
rates, marks the return of valuation metrics issues and the 
start of a new outperformance cycle for Value investing.   

The European equity market gained nearly 10% in the 
second half, with cyclical sectors significantly 
outperforming, especially banks (+35%), at the expense of 
other sectors seen as bond proxies, such as food and 
beverage, pharmaceuticals and consumer staples. 
Although they posted negative performances over the 
period, this correction is far from normalising their 
valuations. Valuations in these sectors, which have 
climbed over 100% since end-2008, are still out of sync 
with their industrial value, such as  Nestlé, the most 
representative stock in the food and beverage sector, with 
a PER of over 20x vs. 15x during the previous cycle. 
Similarly, PERs in the consumer staples and 
pharmaceuticals sectors are above 18x and 16x, compared 
with historic averages of 15x and 14x, respectively. These 
sectors, which account for almost half of Growth indices, 
have not undergone any fundamental change that would 
justify higher valuation multiples. Their main performance 
driver has been the drop in long-term interest rates. 

The normalisation of monetary policies and long-term 
interest rates is therefore poised to put an end to the 
substantial valuation discrepancies within equity markets 
in recent years and restore the reality of industrial value, 
fundamental analysis and objective risk assessment. Risks 
are currently located   in the long-duration sectors area, 
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PERFORMANCES 2016 2015 2014 2013 2012 2011 1 yr. 3 yrs 5 yrs 10 yrs Since 
inception 

Volat. 
Vol. bench   

NAV 

 EUROPEAN AND EUROZONE EQUITIES  

 

METROPOLE SELECTION                                     

FR0007078811 -0.53% 9.19% -0.02% 28.44% 23.33% -19.30% -0.53% 8.59% 72.02% 24.31% 194.69% 22.48% 

STOXX Europe Large 200 NR 1.88% 7.70% 7.09% 19.68% 17.19% -7.09% 1.88% 17.51% 64.81% 28.39% 119.49% 19.64% 

Performance gap -2.41 1.49 -7.11 8.76 6.14 -12.21 -2.41 -8.92 7.21 -4.08 75.20 589.38 

             

             
METROPOLE EURO                                     

FR0007078753 3.76% 6.87% 3.25% 26.73% 21.34% -22.45% 3.76% 14.49% 76.05% 14.45% 144.23% 22.24% 

Euro STOXX Large NR 3.97% 8.66% 4.30% 22.69% 19.21% -14.03% 3.97% 17.84% 72.35% 13.71% 100.25% 20.81% 

Performance gap -0.21 -1.79 -1.05 4.04 2.13 -8.42 -0.21 -3.35 3.70 0.74 43.98 488.46 

             

             
METROPOLE AVENIR EUROPE                                     

FR0007078829 3.64% 9.49% -1.70% 28.99% 25.57% -19.91% 3.64% 11.54% 80.66% 54.16% 222.39% 21.26% 

STOXX Europe Small 200 NR 0.52% 15.68% 4.93% 26.73% 23.47% -15.42% 0.52% 22.02% 90.92% 50.72% 285.04% 20.39% 

Performance gap 3.12 -6.19 -6.63 2.26 2.10 -4.49 3.12 -10.48 -10.26 3.44 -62.65 644.78 

             

             
             

METROPOLE FRONTIERE EUROPE                                     

FR0007085808 0.89% 6.19% -1.86% 18.97% 13.78% -28.09% 0.89% 5.14% 42.32% -22.94% 83.39% 15.71% 

STOXX Europe Large 200 NR 1.88% 7.70% 7.09% 19.68% 17.19% -7.09% 1.88% 17.51% 64.81% 28.39% 133.46% 19.64% 

Performance gap -0.99 -1.51 -8.95 -0.71 -3.41 -21.00 -0.99 -12.37 -22.49 -51.33 -50.07 366.78 

             

             
METROPOLE VALUE SRI                                     

FR0010632364 2.93% 6.73% 1.24% 27.74% 24.01% -20.47% 2.93% 11.23% 76.20% - 57.43% 23.55% 

Euro STOXX Large NR 3.97% 8.66% 4.30% 22.69% 19.21% -14.03% 3.97% 17.84% 72.35% - 34.63% 20.81% 

Performance gap -1.04 -1.93 -3.06 5.05 4.80 -6.44 -1.04 -6.61 3.85 - 22.80 314.85 

             

             
 BONDS & CONVERTIBLES   

 

             
METROPOLE CONVERTIBLES                                     

FR0007083332 1.98% 2.88% 0.71% 7.22% 13.91% -6.71% 1.98% 5.66% 29.05% 31.35% 71.60% 5.80% 

Euro STOXX Large 1.18% 6.26% 1.75% 19.40% 15.24% -16.71% 1.18% 9.40% 50.53% -14.77% 56.07%  

FTSE MTS 3-5 Y 1.46% 1.39% 5.93% 2.32% 8.66% 0.75% 1.46% 8.96% 21.14% 46.12% 62.76%  

ECI-EURO -0.21% 6.08% 3.06% 9.81% 18.19% -9.58% -0.21% 9.10% 41.59% 30.11% 76.56% 6.01% 

Performance gap vs ECI-EURO 2.19 -3.20 -2.35 -2.59 -4.28 2.87 2.19 -3.44 -12.54 1.24 -4.96 343.20 

             
METROPOLE CORPORATE BONDS                                     

FR0010695874 0.51% 0.96% 3.78% 3.68% 11.92% 0.29% 0.51% 5.31% 22.21% - 52.51% 1.24% 

FTSE MTS 3-5 Y 1.46% 1.39% 5.93% 2.32% 8.66% 0.75% 1.46% 8.96% 21.14% - 30.83% 1.21% 

Performance gap -0.95 -0.43 -2.15 1.36 3.26 -0.46 -0.95 -3.65 1.07 - 21.68 305.03 

             

Past performances are not necessarily indicative of future results. The mutual funds may lose value. 

 

 


