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periods of strong economic or geopolitical uncertainty, 
but also when profound technological changes are taking 
place. In recent months, we have identified the excesses 
of a market inclined to put any price on so-called growth 
stocks, in particular those seen as major beneficiaries of 
technological upheavals, and to turn away from those 
engaging in far-reaching transformation in order to adapt 
to the new environment. Since the end of the summer, the 
latter group, which makes up a significant share of our 
investments (Pearson, Carrefour, Ingenico, etc.), finally 
seems to be fighting back. This trend is significant, 
because it marks the start of a return to the prevalence of 
valuation. In line with the MSCI Europe Growth Index, 
the vastly over-valued flagship stocks of disruptive 
technology have largely underperformed, while those 
grappling with transformation began working their way 
back towards outperformance. Other heavily discounted 
stocks and sectors also seem to be winning back favour 
with investors. Telecom stocks have performed 
particularly well since the end of August.  As well as the 
sector's obvious discount, this is apparently also due to 
the higher than expected yields it offers. The 'Yield' 
theme, which represents a significant element in the 
classic methodological approach of Value indices or 
certain Value managers, has outperformed in recent 
months. Yield is not a factor in valuation, however, in our 
opinion.  Our valuation method is industry based, similar 
to the analysis applied in M&A situations. In this respect, 
the recent outperformance by certain heavily discounted 
market sectors, unconnected to any yield considerations, 
is an encouraging trend in that it shows the beginnings of 
a return to valuation concerns.    

In just a few short months, equity markets have plunged 
into exaggerated pessimism. In some European stock 
market segments, this is reflected in valuations now 
pricing in recession scenarios close to those last seen in 
the Eurozone in 2012 or, even worse, a global economic 
collapse similar to 2008. While we can detect no such 
signals at this time, either from companies or from 
leading indicators, we know from experience that it is 
best to take advantage of these periods of high 
uncertainty, by investing in undervalued stocks that have 
already priced in worst-case scenarios, until such time as 
the political and economic climate stabilises. 

Investing in undervalued stocks already pricing in worst case scenarios. 

With hindsight, the year 2018 witnessed two distinct 
periods. The first period - positive - was driven by global 
economic growth set against a relatively calm geopolitical 
environment. This period allowed valuation issues to 
return to the fore and proved broadly favourable for our 
Value management style. The second period, which began 
in May with the announcement of the new government 
formed in Italy, marked a turning point as well as the start 
of a massive rise in risk aversion. In a matter of months, 
investor horizons darkened dramatically. Fears of a 
downturn dominated, against a backdrop of trade tensions, 
political instabilities in Europe and concerns over the 
impact of monetary tightening, creating serious turbulence 
for European equity markets. Similar episodes have 
already been seen over the past decade. What they have 
taught us is that, at times such as these, focusing on 
valuation is the only relevant strategy available: investing 
in undervalued stocks that have already priced in worst 
case scenarios, while waiting for the political and 
economic climate to stabilise.  

Periods of great uncertainty have an exaggerated impact 
on company valuations. There are currently a number of 
companies on the market whose valuations have priced in 
a scenario of not just a global economic slowdown, but 
one of outright recession on a scale comparable to the 
Eurozone's 2012 crisis in the wake of the systemic crisis 
of summer 2011 – and in some cases, even worse than the 
turmoil of 2008. These stocks make up a large proportion 
of our portfolios. We have built these portfolios on the 
basis of rational valuations, and we know from experience 
that, once the crisis is past, the market will once again turn 
its attention to the real value of assets. Meanwhile, it is 
important to ensure that the valuation of these companies 
has indeed already priced in a worst-case scenario, and 
that the companies themselves are sound enough to 
weather a possible recession. Should economic and 
political uncertainties be lifted, there are many companies, 
in the cyclical segment in particular, showing discounts 
that will provide a significant rebound for our portfolios. 
This is the approach we adopted at the end of 2008 and 
after the summer of 2011.  

Focusing on valuation and buying when pessimism 
appears to have reached a peak always creates 
extraordinary entry points. This rule applies not only to 
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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 -11.26% 8.03% -0.53% 9.19% -0.02% 28.44% -10.94% -9.97% 4.97% 102.11% 182.50% 11.74% 

STOXX Europe Large 200 NR -5.33% 8.92% 1.88% 7.70% 7.09% 19.68% -4.83% -0.60% 22.18% 114.80% 126.32% 11.53% 

Performance gap -5.93 -0.89 -2.42 1.50 -7.11 8.76 -6.11 -9.37 -17.21 -12.69 56.19 565.01 

                          
METROPOLE EURO SRI A                                     

FR0010632364 -9.90% 4.27% 2.93% 6.73% 1.24% 27.74% -10.28% -8.21% 5.89% 90.85% 47.89% 12.20% 

Euro STOXX Large NR -7.55% 10.81% 3.97% 8.66% 4.30% 22.69% -8.81% 0.10% 21.68% 93.20% 37.92% 12.54% 

Performance gap -2.35 -6.54 -1.04 -1.93 -3.06 5.05 -1.47 -8.31 -15.80 -2.35 9.97 295.78 

                          
METROPOLE AVENIR EUROPE A                                     

FR0007078829 -17.40% 13.26% 3.64% 9.49% -1.70% 28.99% -16.10% -5.12% 5.60% 159.13% 201.61% 12.15% 

STOXX Europe Small 200 NR -8.22% 18.10% 0.52% 15.68% 4.93% 26.73% -6.19% 5.65% 35.12% 226.74% 317.33% 12.05% 

Performance gap -9.18 -4.84 3.12 -6.20 -6.64 2.26 -9.92 -10.77 -29.52 -67.62 -115.72 603.22 

                          
METROPOLE FRONTIERE EUROPE A                                     

FR0007085808 -3.91% 15.33% 0.89% 6.19% -1.86% 18.97% -3.31% 9.40% 15.15% 49.97% 103.24% 9.24% 

STOXX Europe Large 200 NR -5.33% 8.92% 1.88% 7.70% 7.09% 19.68% -4.83% -0.60% 22.18% 114.80% 140.73% 11.53% 

Performance gap 1.43 6.41 -0.99 -1.50 -8.95 -0.71 1.53 10.00 -7.03 -64.83 -37.49 406.47 

                          
                          

 BONDS & CONVERTIBLES   

 

             
METROPOLE CONVERTIBLES A                                     

FR0007083332 -6.17% -0.67% 1.98% 2.88% 0.71% 7.22% -6.57% -7.14% -1.70% 41.09% 59.94% 3.34% 

ECI-EURO -3.12% 6.99% -0.21% 6.08% 3.06% 9.81% -2.80% 2.08% 13.31% 72.76% 83.01% 4.57% 

Performance gap -3.05 -7.66 2.18 -3.20 -2.34 -2.59 -3.77 -9.22 -15.01 -31.67 -23.08 319.87 

                                       
METROPOLE CORPORATE BONDS A                                     

FR0010695874 -3.18% 0.26% 0.51% 0.96% 3.78% 3.68% -3.40% -2.80% 2.17% - 48.05% 2.82% 

FTSE MTS 3-5 Y -0.83% 0.14% 1.46% 1.39% 5.93% 2.32% -1.26% 0.39% 7.80% - 29.92% 2.28% 

Performance gap -2.35 0.12 -0.95 -0.42 -2.15 1.36 -2.13 -3.19 -5.63 - 18.13 296.10 

             

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

 

 


