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years in response to an uncertain economic climate. They 
have overhauled their business portfolios, restructured 
their production capacity and reduced their capital 
intensity, leading to structural improvements in operating 
leverage. Sweden’s Alfa Laval, for example, 
successfully maintained its operating margin at 15.6% in 
2016 despite a 22% slump in orders. European firms are 
now structured to cope with sudden downturns in their 
activity. They are also better placed to make the most of 
upturns in the economic cycle. Markets have so far failed 
to factor this metamorphosis into valuations, as they have 
yet to perceive the benefits at the bottom of the economic 
cycle.     

The continuing upward trend in interest rates will also be 
a crucial factor in market movements over the months 
ahead. An end to the risk of deflation, as a result of 
economic recovery and the normalisation of monetary 
policies already under way in the US and impending in 
Europe, will bring a halt to the continuing downward 
trend in interest rates over what has been almost 30 years. 
The prospect of higher interest rates is particularly 
promising for the European banking sector, where 
profitability is currently stifled by a low rate 
environment.  

The impact of rising interest rates also has a broader 
influence on investment styles. A decade of economic 
and political crisis in Europe, accompanied by interest 
rates falling to unprecedented lows, has fuelled 
outperformances by so-called growth stocks or those in 
sectors offering good visibility. Such stocks, often valued 
by discounting future cash flows, have come to be valued 
at abnormally high levels, completely disconnected from 
their fundamentals.   Rising interest rates should therefore 
boost the performance of the “Value” investment style by 
correcting valuation anomalies.  

The diminishing political risk and the economic recovery 
now emerging in Europe, as well as the unstoppable 
upward trend in interest rates and the under-valuation of 
whole swathes of European listed stocks are all factors 
pointing towards the “Value” investment style 
outperforming over the coming months. 

Diminishing political risk in Europe: what are the consequences? 

The political risk that has so widely influenced 
movements on European equities and bond markets over 
many months is now gradually diminishing.   Results of 
recent elections in the Netherlands and France have ruled 
out any risk of the European Union collapsing. The 
removal of political risk will have major consequences for 
European markets, once business fundamentals and 
valuations are once again seen as the main factors behind 
performance.  

Among the main consequences of this return to “normal”, 
the recovery in the economic cycle finally beginning to 
emerge after two major recessions, in 2008-2009 and in 
2012-2013, is a key driver for future performance by 
European equities, in particular for cyclical stocks. 
Various macroeconomic statistics, including the Eurozone 
manufacturing PMI, now at its highest level since 2011, 
bear witness to the recovering economic cycle. The upturn 
in activity is also visible at the microeconomic level in the 
results reported by European firms. Stoxx Europe 600 
companies reported average net earnings per share growth 
of 10% for the fourth quarter 2016. Q1 2017 results 
currently being reported confirm this trend. German 
engine manufacturer Deutz, for example, posted a 15.7% 
increase in sales in the first quarter of this year, and orders 
up by 23%. 

The context is all the more promising in that whole 
swathes of European stocks are seriously undervalued. 
One notable case is Saint-Gobain, which has suffered 
from its exposure to the French economy and is valued at 
a level reflecting the bottom of the economic cycle. The 
same is true of many oil & gas and related stocks,   with 
performances currently penalised by oil price volatility. 
Their valuations take no account whatsoever of the drastic 
restructuring these firms have undertaken, slashing their 
fixed costs by an average of 30% to 40% in the space of 
just two years. Others worth mentioning are UK stocks 
such as Lloyds, Hays or Kingfisher, which valuations 
reflect the risks associated with Brexit.  

On a more general note, we find that European companies 
have undergone a radical transformation over the past ten 
XXXXX  



 

 

*Data as of 28 April 2017 

Date of inception: the funds became sub-funds of the SICAV METROPOLE Funds by merger-absorption on 31/03/2017.  
The share classes were initially created at the following dates: METROPOLE EURO A, METROPOLE SELECTION A, METROPOLE AVENIR EUROPE A : 29/11/2002, METROPOLE CONVERTIBLE A : 30/04/2003, METROPOLE FRONTIERE 
EUROPE : 08/08/2003, METROPOLE VALUE SRI A : 9/07/2008 et METROPOLE CORPORATE BONDS : 19/12/2008. 
METROPOLE SELECTION EUROPE USD HEDGE : 23/12/2014. 

This document 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. It is important to read the most recent 
version of the prospectus (available from METROPOLE Gestion and on our website: www.metropolegestion.com) before making any investment decision with regard to the financial instruments described in the present document. Future investors 
must take the necessary steps to determine how much they can invest on the basis of the legal, tax and accounting considerations which apply to their specific situation. The distribution of the present document or the prospectus 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 document may be 
modified without prior notice. Investors are responsible for ensuring that they are in possession of the most recent available version of the present document. Past performance is not a reliable indicator of current or future results. Performance data 
does not take into account the fees that are charged for the issue and redemption of shares. 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. 
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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PERFORMANCES 2017 2016 2015 2014 2013 2012 1 yr. 3 yrs. 5 yrs. 10 yrs. Since 
inception 

Volat. 
Vol. bench   

NAV 

 EUROPEAN AND EUROZONE EQUITIES  

 

METROPOLE SELECTION A                                     

FR0007078811 6.78% -0.53% 9.19% -0.02% 28.44% 23.33% 14.70% 13.20% 60.23% 20.82% 214.67% 18.39% 

STOXX Europe Large 200 NR 7.38% 1.88% 7.70% 7.09% 19.68% 17.19% 16.13% 21.64% 67.76% 29.20% 135.68% 15.13% 

Performance gap -0.60 -2.41 1.49 -7.11 8.76 6.14 -1.43 -8.44 -7.53 -8.38 78.99 629.34 

                          
METROPOLE SELECTION EUROPE USD HEDGE                                     

FR0012068492 7.09% 0.24% 7.15% -0.57% - - 15.88% - - - 14.37% 18.24% 

STOXX Europe Large 200 NR 7.38% 1.88% 7.70% -0.47% - - 16.13% - - - 17.27% 15.13% 

Performance gap -0.29 -1.64 -0.55 -0.10 - - -0.25 - - - -2.90 1,143.68 

                          
METROPOLE EURO A                                     

FR0007078753 5.75% 3.76% 6.87% 3.25% 26.73% 21.34% 17.89% 15.06% 68.85% 9.92% 158.27% 18.15% 

Euro STOXX Large NR 9.06% 3.97% 8.66% 4.30% 22.69% 19.21% 20.59% 24.38% 82.57% 14.35% 118.39% 16.67% 

Performance gap -3.31 -0.21 -1.79 -1.05 4.04 2.13 -2.70 -9.32 -13.72 -4.43 39.88 516.54 

                          
METROPOLE AVENIR EUROPE A                                     

FR0007078829 11.17% 3.64% 9.49% -1.70% 28.99% 25.57% 18.89% 20.09% 64.10% 53.80% 258.40% 18.00% 

STOXX Europe Small 200 NR 12.82% 0.52% 15.68% 4.93% 26.73% 23.47% 19.80% 31.83% 91.27% 56.50% 334.39% 16.56% 

Performance gap -1.65 3.12 -6.19 -6.63 2.26 2.10 -0.91 -11.74 -27.17 -2.70 -75.99 716.79 

                          
             

METROPOLE FRONTIERE EUROPE A                                     

FR0007085808 9.44% 0.89% 6.19% -1.86% 18.97% 13.78% 16.23% 10.06% 45.23% -22.98% 100.71% 12.90% 

STOXX Europe Large 200 NR 7.38% 1.88% 7.70% 7.09% 19.68% 17.19% 16.13% 21.64% 67.76% 29.20% 150.69% 15.13% 

Performance gap 2.06 -0.99 -1.51 -8.95 -0.71 -3.41 0.10 -11.58 -22.53 -52.18 -49.98 401.41 

                          
METROPOLE VALUE SRI A                                     

FR0010632364 5.38% 2.93% 6.73% 1.24% 27.74% 24.01% 16.50% 13.44% 68.05% - 65.90% 19.27% 

Euro STOXX Large NR 9.06% 3.97% 8.66% 4.30% 22.69% 19.21% 20.59% 24.38% 82.57% - 46.83% 16.67% 

Performance gap -3.68 -1.04 -1.93 -3.06 5.05 4.80 -4.09 -10.94 -14.52 - 19.07 331.79 

                          
 BONDS & CONVERTIBLES   

 

             
METROPOLE CONVERTIBLES A                                     

FR0007083332 0.28% 1.98% 2.88% 0.71% 7.22% 13.91% 4.57% 3.70% 20.75% 25.43% 72.07% 5.01% 

Euro STOXX Large 8.36% 1.18% 6.26% 1.75% 19.40% 15.24% 17.51% 15.47% 60.17% -14.29% 69.12%  

FTSE MTS 3-5 Y -0.24% 1.46% 1.39% 5.93% 2.32% 8.66% 0.55% 5.71% 17.29% 45.05% 62.37%  

ECI-EURO 3.13% -0.21% 6.08% 3.06% 9.81% 18.19% 6.02% 8.98% 35.40% 26.77% 82.08% 4.68% 

Performance gap vs ECI-EURO -2.85 2.19 -3.20 -2.35 -2.59 -4.28 -1.45 -5.28 -14.65 -1.34 -10.01 344.15 

             
METROPOLE CORPORATE BONDS A                                     

FR0010695874 -0.37% 0.51% 0.96% 3.78% 3.68% 11.92% 0.14% 2.52% 15.81% - 51.94% 1.11% 

FTSE MTS 3-5 Y -0.24% 1.46% 1.39% 5.93% 2.32% 8.66% 0.55% 5.71% 17.29% - 30.52% 1.33% 

Performance gap -0.13 -0.95 -0.43 -2.15 1.36 3.26 -0.41 -3.19 -1.48 - 21.42 303.89 

             

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

 

 


