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Polarisation

The spectacular rise in interest rates over the last

two years has not been without collateral damage.

Against this backdrop, equity markets remain

polarised. The most glaring example is undoubtedly

in the United States, where the rise in the market

(+15% for the S&P 500 year to date) can almost be

entirely attributed to the performance of the

“Magnificent Seven”, considered as high-growth

stocks (rightly so). The MSCI USA Growth index is

up 36% since the start of the year, while the MSCI

USA Value index, penalised by the risk of a

recession, is down 2%. This polarisation is also

visible in Europe, where 45% of the growth in the

Stoxx Europe 50 index since the beginning of the

year can be attributed to the performance of two

stocks: Novo Nordisk and ASML. In terms of

valuations, it is worth noting that the

outperformance of US markets in 2023 has

accentuated Europe's discount, which has now

reached a record 35%.

The valuation of cyclical companies in Europe now

factors in a severe recession scenario

Never before has a recession been so widely

predicted. Although the European economy has

shown great resilience, the slowdown has already

been felt for several quarters by the most cyclical

stocks. Chemicals, steel, pulp and paper, as well as

mining companies, which are among the sectors

most sensitive to economic cycles, have seen their

business and profitability plummet in recent

quarters, owing to customer destocking.

Unsurprisingly, these sectors have seen the

sharpest declines in quarterly earnings.

Nevertheless, we remain convinced that the bulk of

this destocking phase, which weighed on volumes, is

now behind us. Recent quarterly publications have

shown that a large number of these companies are

seeing their volumes stabilise. What is more, many

cyclical companies are now trading at valuation

levels that already price in a severe recession

scenario, similar to that seen in recent economic

contractions.

While these companies were the first to be hit by

the economic slowdown, it should be reminded that

they will also be the first to benefit from a rebound

in business indicators, according to our analyses.

MONTHLY INVESTMENT BRIEF 1

November 15th, 2023

Laurent Denize

Global Co-CIO ODDO BHF  

Despite the uncertain macroeconomic 
cycle, such periods bring numerous 

opportunities for investors who can see 
beyond the current noise and focus on 

the long term.
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Source: Bloomberg. Data on 14/11/2023

Comparison of valuation multiples in Europe and the US
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Investing in cyclical companies at this stage of the

cycle does, however, require special attention to be

paid to the quality of their balance sheets to ensure

that they will be able to withstand any slowdown in

the economy.

We remain cautious on equities, with a preference

for high quality European companies

In this context, we are slightly increasing our

exposure to European equities, both in some

discounted stocks and in growth stocks. Stabilising

interest rates will benefit the latter, even if most of

the rerating (expansion of P/E ratios) has already

taken place. The earnings trajectory will therefore

be the key parameter for outperformance or

underperformance in the coming months.

Despite the uncertain macroeconomic cycle, such

periods bring numerous opportunities for investors

who can see beyond the current noise and focus on

the long term. It's time to move away from the

dichotomy of growth stocks versus value stocks.

Quality companies can be found on both sides of

the spectrum, as evidenced this year by similar

relative performances in Europe.

Against this background, we remain convinced that

stock picking will be a key differentiating factor for

performance in 2024, as it was this year.

MONTHLY INVESTMENT BRIEF 2

READ THE PRESENTATION

https://library.oddo-bhf.com/api/Library/ViewFile?guid=9ec43de0-69f1-4a48-9fb0-216a5e3dcaaf
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Source: ODDO BHF AM, data as of 07/12/2022

OUR CURRENT CONVICTIONS FOR EACH ASSET CLASS

Disclaimer
ODDO BHF AM is the asset management division of the ODDO BHF Group. It is the common brand of four legally separate asset management
companies: ODDO BHF AM SAS (France), ODDO BHF AM GmbH (Germany), ODDO BHF AM Lux (Luxembourg) and METROPOLE GESTION
(France). Any opinions presented in this document result from our market forecasts on the publication date. They are subject to change
according to market conditions and ODDO BHF ASSET MANAGEMENT SAS shall not in any case be held contractually liable for them. Before
deciding to invest in any asset class, it is highly recommended to potential investors to inquire in detail the risks to which these asset classes are
exposed including the risk of capital loss.

ODDO BHF Asset Management SAS (France)
A portfolio management firm certified by the French Financial Markets Authority (AMF) under n°GP 99011. 
Established in the form of a simplified joint-stock company with authorised capital of €21,500,000. 
Entered into the Paris Register of Trade and Companies under number 340 902 857.
12. boulevard de la Madeleine - 75440 Paris Cedex 09, France - Tel. : 33 (0)1 44 51 85 00
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