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business presents certain similarities with the music 
business. 

Universal Music saw a major decline in revenues and 
margin, beginning in the early 2000s as music 
consumption shifted away from physical media to 
digital. Universal Music was able to adapt to this 
structural change in its industry and is now back up to 
levels of profitability and revenue to match the record 
highs of the past.  

There are also new investment opportunities to be found 
among the traditional food retailers, whose business 
model is also being disrupted by digital; a case in point 
is Carrefour, which has seen its Enterprise Value/Sales 
ratio fall to a record low. The current valuation takes 
into account the very real risk of new competitors such 
as Amazon entering the food-retailing sector. Above all, 
however, it reflects the Carrefour Group's supposed 
inability to adapt to the current changes to the sector 
business model. No consideration whatsoever has been 
given to the restructurings implemented by the new 
management team, which has already faced up to 
competition from Amazon in non-food retailing at Fnac 
Darty. 

The same is true for advertising agencies such as 
Publicis and WPP, whose valuations reflect a risk of 
structural decline in margins due to competition from 
consulting and IT services groups such as Accenture 
and Capgemini, despite the fact that digital already 
accounts for a significant proportion of their revenue, 
over 50% in the case of Publicis.   

The very real upheavals that follow on from disruptive 
technologies, and that are both a recurring and a 
normal aspect of business life, exacerbate the risk 
aversion, equity markets volatility and investors’ 
short-termism during the transition phases from one 
business model to another. Yet such periods are, above 
all, sources of investment opportunities, because at 
such times valuations reflect the short-term risk but 
fail to take into account the company's normal level of 
profitability over the medium term in a more stable 
business environment. 

Businesses in transformation offer investment opportunities 

Many business sectors are currently facing a structural 
reshaping of their business model, prompted in large 
part by disruptive technologies that include electric 
vehicles, the development of renewable energies for 
electricity producers and the incursion of new 
competitors from the digital world into distribution and 
media.                                                                  

Financial markets often err in their short-term 
assessment of these changes, having a tendency to 
underestimate growth prospects and overestimate the 
risks associated with these transformations, resulting in 
unwarranted valuation levels. 

These changes are always difficult to grasp, but our 
investment process sets out to understand the detailed 
workings of each business sector so as to estimate the 
long-term impacts of the transformations under way on 
company profitability, operating margins, and thereby 
determine their "industrial" value. Our analysis also 
includes an assessment of the resources deployed by 
companies, and of their adaptation capability, i.e. the 
catalysts that will enable the equity market to spot and 
correct any valuation anomalies. 

We added Pearson, a stock that is excessively 
undervalued, to our METROPOLE Sélection sub-fund. 
Pearson is the world leader in English language 
learning, but its business model was badly disrupted 
when the school textbooks business moved over to 
digital. The company was particularly hard hit when 
Amazon introduced a rental system for the textbooks 
produced by Pearson, which has consequently suffered 
a significant fall in revenue and operating margin over 
the last three years. Faced with these structural changes 
in the publishing business, Pearson is switching to e-
textbooks, sales of which now represent 32% of 
revenue; the company is also reorganising its 
distribution, setting up its own system for renting 
textbooks, which can no longer be rented out by 
Amazon. Lastly, the company has initiated a cost-
cutting plan representing close to 7% of revenue that 
will bring the group back to normal levels of 
profitability, approaching the previous historic level. 
This transformation of its educational publishing 
XXXXX  



 

 

*Data as of 31 July 2018 
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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 1.64% 8.03% -0.53% 9.19% -0.02% 28.44% 4.09% -0.82% 34.27% 76.70% 223.58% 10.40% 

STOXX Europe Large 200 NR 2.10% 8.92% 1.88% 7.70% 7.09% 19.68% 5.25% 4.01% 43.50% 72.14% 144.09% 10.67% 

Performance gap -0.46 -0.89 -2.41 1.49 -7.11 8.76 -1.16 -4.83 -9.23 4.56 79.49 647.16 

                          
METROPOLE EURO SRI A                                     

FR0010632364 1.11% 4.27% 2.93% 6.73% 1.24% 27.74% 1.29% -1.27% 32.37% 62.95% 65.96% 11.17% 

Euro STOXX Large NR 2.91% 10.81% 3.97% 8.66% 4.30% 22.69% 5.68% 9.67% 51.26% 53.16% 53.52% 11.31% 

Performance gap -1.80 -6.54 -1.04 -1.93 -3.06 5.05 -4.39 -10.94 -18.89 9.79 12.44 331.92 

                          
METROPOLE AVENIR EUROPE A                                     

FR0007078829 -5.28% 13.26% 3.64% 9.49% -1.70% 28.99% -1.99% 0.33% 37.49% 125.83% 245.88% 10.66% 

STOXX Europe Small 200 NR 3.22% 18.10% 0.52% 15.68% 4.93% 26.73% 9.29% 18.00% 69.37% 142.36% 369.37% 10.61% 

Performance gap -8.50 -4.84 3.12 -6.19 -6.63 2.26 -11.28 -17.67 -31.88 -16.53 -123.49 691.75 

                          
METROPOLE FRONTIERE EUROPE A                                     

FR0007085808 -2.45% 15.33% 0.89% 6.19% -1.86% 18.97% -1.12% 5.92% 33.12% -7.09% 106.32% 8.29% 

STOXX Europe Large 200 NR 2.10% 8.92% 1.88% 7.70% 7.09% 19.68% 5.25% 4.01% 43.50% 72.14% 159.63% 10.67% 

Performance gap -4.55 6.41 -0.99 -1.51 -8.95 -0.71 -6.37 1.91 -10.38 -79.23 -53.31 412.64 

                          
                          

 BONDS & CONVERTIBLES   

 

             
METROPOLE CONVERTIBLES A                                     

FR0007083332 -2.60% -0.67% 1.98% 2.88% 0.71% 7.22% -3.02% -4.05% 5.89% 35.50% 66.02% 3.10% 

ECI-EURO 0.12% 6.99% -0.21% 6.08% 3.06% 9.81% 3.11% 6.74% 23.35% 50.88% 89.13% 4.01% 

Performance gap -2.72 -7.66 2.19 -3.20 -2.35 -2.59 -6.13 -10.79 -17.46 -15.38 -23.11 332.04 

                                       
METROPOLE CORPORATE BONDS A                                     

FR0010695874 -1.99% 0.26% 0.51% 0.96% 3.78% 3.68% -1.82% -0.92% 5.61% - 49.86% 2.50% 

FTSE MTS 3-5 Y -0.82% 0.14% 1.46% 1.39% 5.93% 2.32% -0.59% 1.39% 9.93% - 29.93% 2.13% 

Performance gap -1.17 0.12 -0.95 -0.43 -2.15 1.36 -1.23 -2.31 -4.32 - 19.93 299.72 

             

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

 

 


