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impact on the performance of different  investing 
styles. Over the past 10 years, constantly falling 
interest rates have translated into unprecedented Value 
investing style underperformance. The end of 
expansionary monetary policy under way in the US 
and forthcoming in Europe should therefore mark a 
turning point at a time when valuation gaps between 
the Value and Growth styles have not been as wide 
since the 2000 dotcom bubble. As an example, the 
valuation of payment processing and issuing specialist 
Wirecard’s stock has hit 32x EBITDA, compared to 
just 9x for rival Ingenico, when mergers and 
acquisitions in this sector are priced at an average of 
15x. In other words, an investor in Wirecard will have 
to wait four years for the stock’s value to return to 
normal levels, as long as its profits keep growing at a 
rate of 35% per annum! Another case worth 
mentioning is Internet retailer Ocado,  with an 
Enterprise value to sales  multiple of 3.5x  i.e. 10 times 
higher than Carrefour’s (0.35x), even though Ocado’s 
operating margin is currently negative and has not 
once exceeded 2.3% over the past 10 years,  versus a 
record low margin of 2.5% for Carrefour. The 
difference in growth rates (+12.7% growth for Ocado 
in 2017) is not enough to justify such a valuation gap. 
An investor would have to wait 18 years for Ocado 
stock to return to a reasonable level of valuation, 
i.e.0.5x  sales for a margin unlikely to exceed 5%, 
assuming the group is able to maintain a constant 12% 
annual growth over 18 years.   

 To put it simply, the current context featuring an 
inevitable upward move in interest rates  as well as 
unprecedented valuation gaps between so-called 
“growth” stocks and stocks disregarded by investors, 
probably signals the end of a long period of 
underperformance  of  European equities   especially 
with regard to Value  investing style. Above all, the 
European equity market provides a formidable array of 
investment opportunities, as a result of so many, and 
too often excessive, undervaluations. 

Unprecedented valuation discounts in Europe 

2018 is well on the way to becoming another year of 
outperformance for the US equity market compared to 
its gloom-laden European counterpart.  At first sight, 
the contrast looks to be justified by the gap between 
levels of profits growth, at over 20% for US corporates 
compared to just 9% for European firms. However, 
almost half the growth in US corporate profits stems 
from a one-off tax reform and from share buybacks. In 
addition, the rush for tech stocks, which are trading at 
sky-high valuations and which represent around a 
quarter of the MSCI USA index and half of the MSCI 
USA Growth index, is also contributing to the 
performance gap between the US market and its 
European  counterpart, where tech stocks weighting is 
five times lower. In other words, if we consider the 
operating performances of European firms at their fair 
value, as well as their potential for margin 
improvement, and disregarding   political squabbles 
that are undermining investor confidence, such 
underperformance by the European market looks 
unjustified.  

If, from an objective standpoint, Europe lags far behind 
on the global economic cycle, should we therefore be 
worrying about an imminent slowdown in the US 
economy suggested by the flatness of the yield curve? 
At this stage, there is no sign of a slowdown in the US 
activity, either from the main economic aggregates 
standpoint such as leading indicators like PMI, or  from 
companies standpoint,  where order books are 
burgeoning. Conversly, everything seems to point 
towards a rise in inflation, justifying the ending of the 
Fed’s expansionary monetary policy,  as well a rise in 
interest rates from what is still a very low level. This 
bears strong similarities to the situation that prevailed 
from 1994 onwards, when the Fed raised its key rates 
from 3% to 6%, triggering a flattening of the yield 
curve similar to the current configuration, which did 
not prevent US GDP from growing at an average 
annual rate of 4% over the six following years.   

Above all, rising interest rates will have a crucial 
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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 -2.43% 8.03% -0.53% 9.19% -0.02% 28.44% -3.80% 7.99% 21.90% 79.27% 210.60% 10.54% 

STOXX Europe Large 200 NR 0.32% 8.92% 1.88% 7.70% 7.09% 19.68% 0.47% 16.96% 35.86% 86.32% 139.83% 10.68% 

Performance gap -2.75 -0.89 -2.41 1.49 -7.11 8.76 -4.27 -8.97 -13.96 -7.05 70.77 621.20 

                          
METROPOLE EURO SRI A                                     

FR0010632364 -2.61% 4.27% 2.93% 6.73% 1.24% 27.74% -5.78% 9.32% 21.21% 66.34% 59.87% 11.15% 

Euro STOXX Large NR -0.20% 10.81% 3.97% 8.66% 4.30% 22.69% -1.52% 22.42% 40.23% 65.45% 48.88% 11.49% 

Performance gap -2.41 -6.54 -1.04 -1.93 -3.06 5.05 -4.26 -13.10 -19.02 0.89 10.99 319.73 

                          
METROPOLE AVENIR EUROPE A                                     

FR0007078829 -8.65% 13.26% 3.64% 9.49% -1.70% 28.99% -9.31% 10.66% 25.92% 135.48% 233.56% 10.65% 

STOXX Europe Small 200 NR 1.08% 18.10% 0.52% 15.68% 4.93% 26.73% 3.35% 28.71% 58.02% 163.68% 359.63% 10.42% 

Performance gap -9.73 -4.84 3.12 -6.19 -6.63 2.26 -12.66 -18.05 -32.10 -28.20 -126.07 667.12 

                          
METROPOLE FRONTIERE EUROPE A                                     

FR0007085808 -3.91% 15.33% 0.89% 6.19% -1.86% 18.97% -3.28% 13.35% 24.55% 7.31% 103.24% 8.46% 

STOXX Europe Large 200 NR 0.32% 8.92% 1.88% 7.70% 7.09% 19.68% 0.47% 16.96% 35.86% 86.32% 155.10% 10.68% 

Performance gap -4.23 6.41 -0.99 -1.51 -8.95 -0.71 -3.75 -3.61 -11.31 -79.01 -51.86 406.47 

                          
                          

 BONDS & CONVERTIBLES   

 

             
METROPOLE CONVERTIBLES A                                     

FR0007083332 -3.46% -0.67% 1.98% 2.88% 0.71% 7.22% -4.48% -1.56% 3.21% 35.60% 64.56% 3.19% 

ECI-EURO 0.84% 6.99% -0.21% 6.08% 3.06% 9.81% 2.35% 11.11% 19.29% 65.29% 90.48% 4.06% 

Performance gap -4.30 -7.66 2.19 -3.20 -2.35 -2.59 -6.83 -12.67 -16.08 -29.69 -25.92 329.12 

                                       
METROPOLE CORPORATE BONDS A                                     

FR0010695874 -2.61% 0.26% 0.51% 0.96% 3.78% 3.68% -2.46% -1.20% 4.69% - 48.91% 2.65% 

FTSE MTS 3-5 Y -1.50% 0.14% 1.46% 1.39% 5.93% 2.32% -1.49% 0.56% 8.70% - 29.04% 2.20% 

Performance gap -1.11 0.12 -0.95 -0.43 -2.15 1.36 -0.97 -1.76 -4.01 - 19.87 297.83 

             

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

 

 


