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Corporate Social Responsibility at the heart of our valuation process 
 

Under the auspices of the International Integrated 
Reporting Council (IIRC), businesses are now 
seeking to incorporate Corporate Social 
Responsibility (CSR) issues into their financial 
reporting by developing integrated financial and 
sustainability reports(1). Investors, however, are still 
struggling   valuing these assets, mainly due to their 
intangible nature. As a result, CSR is generally 
considered as a purely qualitative addition to the 
quantitative financial analysis. The latest work from 
the “Value and Corporate Social Responsibility” 
Research Chair reveals, however, that valuation of 
these intangible assets lies at the heart of our 
industrial valuation method. 
 
Our investment process is founded on industrial 
valuation.  In order to achieve it, we rely mainly on 
transaction multiples in company mergers and 
acquisitions as benchmark ratios. Players in   a given 
industry are better equipped than financial markets to 
come up with a relevant and comprehensive valuation 
of the assets and industrial potential of companies 
they acquire. This deeper knowledge is further 
reinforced during the acquisition process, as the 
buyer gains access to more detailed levels of 
information and is thus able to value the target's 
tangible and intangible assets with greater accuracy. 
These ratios are also much more stable over time 
than market ratios, subject to the volatility and 
excesses of financial markets. This means that our 
valuation method, based on the industrial value of 
businesses, incorporates not only financial but also 
environmental, social and governance issues. 
 
Through our partnership with Université d’Auvergne, 
we recently attended the 2017 scientific   assessment 
made by the “Value and Corporate Social 
Responsibility” Research Chair, of which we are a co-
founder. One of the reports submitted, “Does CSR 
impact premium in M&A transactions?”(2), sheds 
scientific light on the above mentioned finding, 
showing the existence of a positive correlation 
between acquisition premium and CSR performance. 
More specifically, there is a positive link between 
environmental or social performance and the level of 
acquisition premiums paid during mergers and 
acquisitions. As far as governance is concerned, it 
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appears to be a necessary condition for transactions 
to take place. Poor governance can actually block an 
acquisition or lead to its withdrawal in the event of an 
imbalance of powers or anti-takeover mechanism. 
This positive link is a proof that companies assign a 
value to the CSR performance of firms they purchase. 
It also confirms that transaction multiples on which our 
valuation method is based also reflect the CSR 
performance of the target firms. 
 
This approach not only makes it possible to value 
CSR but, interestingly, also assigns to it either a 
negative value, in the case of a failing operation, or a 
positive value in the case of a higher acquisition 
premium. Consequently, this approach brings to CSR 
valuation a symmetry lacking in previous work. Earlier 
studies on this theme(3) succeeded above all in 
highlighting the risks associated with a company’s lack 
of an effective CSR policy.  Although they identified 
the importance of ESG issues to companies at the 
time, they only evaluated them in terms of opportunity 
cost. Which, in the absence of an effective CSR policy, 
generally translates into a significant financial cost. 
According to these findings, the value of an effective 
CSR policy would be merely the absence of negative 
value, i.e.  nil. Conversely, our valuation method 
makes it possible to assign a negative or a positive 
value to company CSR policies. The numerous 
interviews we hold with company CSR directors and 
managers enable us to use appropriate valuation 
multiples to determine a company’s industrial 
valuation. 
 
Far from being relegated to the role of mere accessory 
to conventional financial analysis, CSR is a whole 
aspect, on its own, of our investment process. In the 
light of the latest work by the Research Chair, it is 
clear that our method of business valuation makes it 
possible to assess corporate CSR practices positively 
or negatively. The increasing inclusion of non-financial 
elements in corporate financial reporting must 
henceforth encourage investors into a more 
systematic evaluation of corporate ESG issues.  
 
(1) See Lettre SRI “Integrated reporting, the next step in financial and extra-
financial reporting”,  Q2 2017 
(2) Does CSR impact premiums in M&A transactions?, M. Gomes & S. 
Marsat 
(3) See Lettre SRI “Value in CSR”, Q1 2016. 
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METROPOLE EURO SRI* 
The information presented below reflects the characteristics of the METROPOLE SRI portfolio post-merger 

ISIN code: FR0010632364 
Responsible Value Investing 
Main investment cases for underpriced Eurozone stocks 
 

SUB-FUND CHARACTERISTICS 
European UCITS V fund 
SIN code – A share class: FR0010632364 
Inception date : 31/03/2017* 
Benchmark index: Euro STOXX Large div. net reinvested 

SUB-FUND CHARACTERISTICS 

A 9 year track record 

Since inception (9/07/2008) 
Data taken at 28/02/2018 

Source: METROPOLE Gestion 
 

** The performances presented are those of 
the A share class of the METROPOLE Value 
SRI sub-fund. 

PERFORMANCE 

The present document is for informative purposes only and represents neither a 1) proposal, purchase offer or any other type of transaction relating to the financial instruments described herein, 2) nor a form of investment advice. It is important to read the most recent version of the prospectus (available at METROPOLE Gestion 
and on our website www.metropolegestion.com as well as from the representative in Switzerland) before making any investment decisions 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 financial, 
legal and tax considerations which apply to their specific situation. 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 performances and profits are no guarantee 
of current or future results. Performance data do not reflect the fees that are charged for the issue and redemption of shares. For more information, please contact us at the following e-mail address: metropoleg@metropolgestion.fr.  
The Métropole funds are collective investment schemes established in France and subject to the regulatory supervision of AMF. The representative agent in Switzerland is CACEIS Switzerland SA, route de Signy 35, CH-1260 Nyon. The paying agent in Switzerland is CACEIS Bank, Paris, Nyon branch, route de Signy 35, CH-1260 
Nyon.. The prospectus, the key investor information document, the regulations or articles of association, as well as the annual and semi-annual reports of the funds may be obtained free of charge and at all times from the representative in Switzerland. The place of jurisdiction and the place of performance with respect to all actions 
regarding the distribution of shares in Switzerland is at the registered office of the representative. 
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Morningstar : 

INVESTMENT PHILOSOPHY 

AMF classification  
Eurozone equities 
Frequency of NAV: Daily 
Valuation used: Closing price 

Type: Accumulation, eligible for PEAs 
Custodian: CACEIS Bank 
Fund administrator: CACEIS Fund Administration 
Recommanded investment period: > 5 years 

FUND MANAGEMENT TEAM A consistent fund management team since fund’s inception 
• Pioneer in Value and SRI investing in Europe 
• 9 portfolio managers and analysts 
• 16 years’ experience on average 
• A collegiate decision-making process 

* The sub-fund results from the merger-absorption of the FCP METROPOLE Value SRI launched on 9/07/2008.  The A unit created on 9-July-2008 became the A share class on 31/03/2017. On 29 March 2018, this sub-fund will absorb the METROPOLE Euro sub-
fund to become METROPOLE Euro SRI. 
Past performance is no guarantee of current or future performance. 
 
 

A pure and concentrated stock picking portfolio  
Our main investment cases for undervalued Eurozone stocks, rated according to ESG criteria.  
Our “Best in Class/Best Effort” approach to SRI encourages companies to improve on ESG extra-financial 
issues.  

Reference universe 
Eurozone stocks with a market capitalisation over €5 billion.  

Investment objective 
To outperform the Euro STOXX Large dividends net reinvested index on an equity investment horizon. 

Value SRI investment  
We ensure that the portfolio maintains an average ESG rating above that of its reference universe, after 
deduction of 20% of the lowest ratings. 
Investment grade companies may be selected with no Best Effort condition; companies rated CCC are ruled 
out; companies rated below or equal to BB may be selected subject to a minimum Best Effort +++ rating. 

METROPOLE Euro SRI A** Euro STOXX Large NR 
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