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in trade show organisation, also recently became the 
target of a takeover bid. Three years ago, the 
company refocused on a core business wholly 
dedicated to the organisation of major B2B events.  
A close look at transactions in this sector tells us 
that acquisitions are invariably conducted around 
12x EBITA for margins of 30%. And it is at a level 
close to this multiple that potential buyer Informa 
recently came up with a bid. Three years ago, 
market mistrust vis a vis cyclical companies opened 
up a significant discount.  It was in this context that 
we took a position in the stock on the 
METROPOLE Avenir Europe portfolio of small and 
mid-cap stocks.   

Although our portfolios have benefited from these 
transactions over the early part of this year, our 
investment process is not necessarily aimed at 
picking up stocks that might prove potentially M&A 
targets. What such operations highlight is often 
unjustified discounts against industrial value. From 
this standpoint, the significant recovery in M&A 
activity on European stock markets over recent 
months is promoting a return to valuation concerns. 
This trend is extremely positive for our investment 
style. Taking advantage of uncertainties, whether 
prompted by the macroeconomic environment or by 
competitive or structural changes in a sector, is 
often a good source of investment opportunities.    
Market excesses over the past three years resulted in 
numerous discounted valuations and created a sharp 
dichotomy in the equity market. Many firms that 
have been largely neglected in preference for so-
called defensive stocks or those perceived as bond 
proxies now offer huge discounts against their 
industrial value. 

The recovery in M&A activity in Europe is one 
element arguing for a correction of these valuation 
anomalies and for our investment style to 
outperform over the months ahead. 

Mergers & acquisitions in Europe:  An industrial value revealer. 

M&A announcements have been numerous since the 
beginning of the year. To a big extent economic 
recovery and business confidence upsurge coupled 
with low financing costs explain the increase in such 
operations. While fiscal measures recently 
announced by the Trump administration have 
boosted bids targeting US firms, European firms 
have not lagged behind.  Over a year, M&A 
announcements in Europe rose by over 25%. Our 
investment process, based on searching for stocks 
undervalued against their industrial value, pays 
special attention to these transactions.  

Our valuation method is based on an industrial logic 
close to the analysis applied to the M&A process. Its 
aim is to determine the normative level of 
profitability for the given industry and the resulting 
appropriate valuation ratio, the latter enabling the 
determination of the industrial value of a company. 
Our stock picking process thus relies on an in-house 
data base comprising all M&A transactions 
worldwide over the past 25 years. From this in-depth 
historical background, we learn that an industry is 
always valued on the same multiples as long as there 
is no structural change in its profitability.  A number 
of M&A deals announced recently support this 
analysis.UK aerospace and automotive components 
manufacturer GKN is currently the subject of a bid 
based on a valuation that matches its industrial value. 
The stock has suffered in recent years from negative 
market perceptions prompted by the cyclical nature 
of its business as well as being listed in the UK. This 
simplistic verdict overlooks both the major strategic 
and industrial restructuring implemented by the 
company during the economic crisis, and the 
normative profitability of its business. We have 
taken advantage of market excesses, with worries 
over European growth at their highest, to build up a 
strong position in the stock in our METROPOLE 
Sélection portfolio. UBM, the UK firm specialized 
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*Data as of 31 January 2018 

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 2018 2017 2016 2015 2014 2013 1 yr. 3 yrs. 5 yrs. 10 yrs. Since 

inception 

Volat. 
Vol. bench   

NAV 

 EUROPEAN AND EUROZONE EQUITIES  

 

METROPOLE SELECTION A                                     

FR0007078811 3.56% 8.03% -0.53% 9.19% -0.02% 28.44% 13.82% 12.73% 47.95% 64.59% 229.68% 8.75% 

STOXX Europe Large 200 NR 1.61% 8.92% 1.88% 7.70% 7.09% 19.68% 11.36% 13.25% 51.18% 54.46% 142.92% 8.30% 

Performance gap 1.95 -0.89 -2.41 1.49 -7.11 8.76 2.46 -0.52 -3.23 10.13 86.76 659.36 

                          
METROPOLE SELECTION EUROPE USD HEDGE                                     

FR0012068492 3.81% 8.96% 0.24% 7.15% -0.57% - 14.91% 13.37% - - 20.79% 8.79% 

STOXX Europe Large 200 NR 1.61% 8.92% 1.88% 7.70% -0.47% - 11.36% 13.25% - - 20.87% 8.30% 

Performance gap 2.20 0.04 -1.64 -0.55 -0.10 - 3.55 0.12 - - -0.08 1,207.91 

                          
METROPOLE EURO A                                     

FR0007078753 3.67% 5.21% 3.76% 6.87% 3.25% 26.73% 11.92% 13.12% 50.44% 45.44% 166.40% 9.71% 

Euro STOXX Large NR 3.30% 10.81% 3.97% 8.66% 4.30% 22.69% 16.24% 20.76% 60.64% 37.44% 129.22% 9.78% 

Performance gap 0.37 -5.60 -0.21 -1.79 -1.05 4.04 -4.32 -7.64 -10.20 8.00 37.18 532.80 

                          
METROPOLE AVENIR EUROPE A                                     

FR0007078829 0.83% 13.26% 3.64% 9.49% -1.70% 28.99% 11.40% 21.34% 56.38% 120.11% 268.18% 9.13% 

STOXX Europe Small 200 NR 1.99% 18.10% 0.52% 15.68% 4.93% 26.73% 19.76% 31.26% 81.26% 113.34% 363.76% 8.68% 

Performance gap -1.16 -4.84 3.12 -6.19 -6.63 2.26 -8.36 -9.92 -24.88 6.77 -95.58 736.35 

                          
             

METROPOLE FRONTIERE EUROPE A                                     

FR0007085808 4.62% 15.33% 0.89% 6.19% -1.86% 18.97% 19.53% 23.29% 47.56% -3.08% 121.26% 7.66% 

STOXX Europe Large 200 NR 1.61% 8.92% 1.88% 7.70% 7.09% 19.68% 11.36% 13.25% 51.18% 54.46% 158.38% 8.30% 

Performance gap 3.01 6.41 -0.99 -1.51 -8.95 -0.71 8.17 10.04 -3.62 -57.54 -37.12 442.53 

                          
METROPOLE VALUE SRI A                                     

FR0010632364 4.64% 4.27% 2.93% 6.73% 1.24% 27.74% 12.01% 11.91% 47.27% - 71.76% 10.14% 

Euro STOXX Large NR 3.30% 10.81% 3.97% 8.66% 4.30% 22.69% 16.24% 20.76% 60.64% - 54.11% 9.78% 

Performance gap 1.34 -6.54 -1.04 -1.93 -3.06 5.05 -4.23 -8.85 -13.37 - 17.65 343.53 

                          
 BONDS & CONVERTIBLES   

 

             
METROPOLE CONVERTIBLES A                                     

FR0007083332 0.93% -0.67% 1.98% 2.88% 0.71% 7.22% 1.74% 2.38% 12.25% 36.40% 72.04% 3.07% 

ECI-EURO 0.45% 6.99% -0.21% 6.08% 3.06% 9.81% 8.14% 9.93% 28.57% 43.06% 89.75% 3.34% 

Performance gap 0.48 -7.66 2.19 -3.20 -2.35 -2.59 -6.40 -7.55 -16.32 -6.66 -17.71 344.08 

                                       
METROPOLE CORPORATE BONDS A                                     

FR0010695874 -0.15% 0.26% 0.51% 0.96% 3.78% 3.68% 0.36% 1.03% 9.22% - 52.68% 0.81% 

FTSE MTS 3-5 Y -0.38% 0.14% 1.46% 1.39% 5.93% 2.32% 0.52% 2.29% 11.84% - 30.51% 1.16% 

Performance gap 0.23 0.12 -0.95 -0.43 -2.15 1.36 -0.16 -1.26 -2.62 - 22.17 305.36 

             

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