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This is a broad-based and cross-disciplinary
approach to grasping the major societal,
demographic, and economic phenomena, and
choosing long-term investment solutions on that
basis.
Estelle Ménard
CIIA Deputy Head of Global
Thematic Equities
Consulting
CPR Asset Management

Wesley Lebeau
Thematic Equity Portfolio
Manager
CPR Asset Management

Disruption is driven by the emergence of
a more practical, less expensive solution
or product that consumers naturally move
over to, thus undermining the established
order on a market. Although it has only
recently emerged as an investment theme,
disruption is now regarded as a longterm trend and has become a theme in
investment management.
Fashion comes and goes, but major
investment trends have staying power,
as they are structural in nature. Most
importantly, they are an undeniable
source of growth and, hence, investment
returns. Asset managers have even set up
dedicated thematic teams to cover them.
“This is a broad-based and cross-disciplinary
approach to grasping the major societal,
demographic, and economic phenomena,
and choosing long-term investment solutions
on that basis,” says Estelle Ménard, deputy
head of thematic investments at CPR AM.
For about 20 years, CPR AM, a subsidiary
of Amundi and the cornerstone of its
thematic equities expertise, has specialized
in thematic investments and is now
recognized as a key player on a global level.

Thomas-Page Lecuyer
Strategist
CPR Asset Management

Thematic investments have traditionally
been targeted at retail clients, but they
are now drawing increasing interest from
yield-starved institutional investors, who
are used to investing in “plain vanilla”
products but are now having to turn to less
conventional ways to generate alpha. But,
with its own intrinsic qualities, thematic
management is no passing fad. “This is an
equity investment solution that is, all at once,
robust, understandable and resilient,” says
Estelle Ménard. “Most importantly, it offers
geographical and sector diversification that
helps us better manage risk.”
Allocation is only one reason why thematic
investments initially caught on with a more
retail clientele. Another reason is that they
cast light on contemporary issues while
suggesting some financial and economic
ways of addressing those issues. This
naturally appeals to retail clients who are
driven by convictions and a desire to give
meaning to their investments. “Private
banks and wealth management advisers are
especially keen on thematic investing, due
to their close relationships with their clients,”
Estelle says. “These retail clients often need
to identify with a subject to buy into an
investment approach.”
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Asset managers, on the other hand, need to
identify themes beforehand that are both
robust and consistent. One of these is the
aging of the global population, which over the
years has naturally become one of the most
recurring themes. Lower birth rates, longer
life expectancies, wealth inequalities, and
seniors’ increased purchasing have helped
produced the silver economy. This structural
phenomenon has disrupted consumer habits,
and the resulting challenges and economic
fallout have coalesced into an investment
theme in its own right. “Our first thematic fund,
in restructuring stories, was launched in 1996,”
Estelle recalls. “It was based on the conviction
that the construction of the European Union was
going to give rise to an economic restructuring
of the continent and, ultimately, major industrial
consolidation in Europe. Our expectations were
borne out.” In addition to the aging of the
population and restructuring, the investment
firm is also invested in such far-flung themes
as luxury and lifestyles, agriculture, natural
resources, gold, and energy.
With long-standing experience in this area
and a team of nine specialized managers, CPR
AM strives to be at the forefront of the major
themes that will drive tomorrow’s world. The
first-mover advantage is crucial here. It allows
CPR AM to occupy the terrain, quickly build
up its AuM, and position itself as a leader in
this field. Its quest for new ideas, innovative
trends, and structuring phenomena recently
led it to invest in a new theme: disruption.

“From conception to launch of CPR Invest –
Global Disruptive Opportunities (GDO) in late
December 2016, there were 13 months of intense
brainstorming on the subject,” Estelle said. “In
fact, everyone in our working group was excited
about the theme.”
This is confirmed by Thomas Page-Lecuyer,
strategist at CPR AM. “There aren’t a huge
number of global, all-encompassing themes in
the world. That’s what led us to disruption.” A
rapid review of the competition found that,
while disruption was already being dealt with,
it was in all cases being segmented. Existing
funds took a mono-thematic approach based
on either innovation or technologies—more
of a niche approach based on single narrow
concepts that differed from CPR AM’s crossdisciplinary and diversification approach.
“Grabbing a theme is one thing; making it truly
yours is another,” says Page-Lecuyer. “You
have to buy into the theme on a more personal
basis and come up with an approach that is
your own, as well as the investment universe and
management process that will flow out of that
approach.” This is not an easy thing to do.
The concept of “disruption” was first theorized
by Professor Clayton Christensen in the
late 1990s as an economic development
in which an innovative product or service
undermines the established order of a
market. This is probably best illustrated by
IBM’s early success in democratizing the use
of computers in the early 1980s, when they
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were still the province of large companies.
But the Harvard professor’s criteria are
overly academic. He imagined a “disruptive”
company as a startup that possesses a
new, less expensive model that it uses to
attack the market from the bottom, where
the leaders do not address the needs of
certain consumers. However, in light of the
success stories of Apple, Uber, Tesla, Amazon
and many others, this definition now looks
too narrow. “Christensen’s criteria would not
correspond to our idea of disruption,” Thomas
acknowledges. “Disruption breaks with
existing patterns, as opposed to an incremental
innovation, which is a mere improvement on
what already exists. In our approach, we are
targeting long-term trends that alter everybody’s
consumer habits.”
This broader approach defines disruption
as a substitution of one business model for
another, integrating Schumpeter’s notion of
“creative destruction.” It is the emergence of
a smarter, more practical, and less expensive
solution that consumers naturally move over
to. Based on this definition, disruption is
ultimately secular in nature, with countless
examples. “Historically, disruption was a
hard-to-grasp, long-term trend where changes
occurred over a period of 100 to 150 years and
were therefore not felt by the same generation,”
says Nicolai Andersen Deloitte Germany, in
charge of innovation at Deloitte EMEA. “It’s
truly the technological developments of the past
30 years that have accelerated disruption and
the way it is conceptualized.”
In investment, defining a theme is mainly a
matter of defining its contours, i.e., identifying
its reasons for being. “We have isolated
four main new trends where consumer habits
have changed in recent years,” the CPR AM
strategist said. The first and most obvious
of these is demographic trends, including
exponential growth in the global population,
an older average population in the West
and a younger one in emerging economies,
urbanization, and the advent of millennials.
Another source of change is the planet and
the environment, where limited resources
are forcing us to come up with new ways
of using those resources. When economic
development is driven by consumer frenzy,
nature inevitably demands that we behave
more responsibly. Globalization and free
trade have also influenced consumer habits
in recent decades, by making the same
product or service almost immediately and
simultaneously available worldwide. Yet
another parameter is digitalization, which has
helped spread these new trends at a faster
pace. “Based on these observations, we have set
the outlines of our investment universe, including
the digital economy, the planet, healthcare and

life sciences, and industry 4.0,” said Wesley
Lebeau, who manages CPR Invest – Global
Disruptive Opportunities. Through these
four major channels, CPR AM takes an overall
approach to disruption while thus meeting
its cross-disciplinary standard in thematic
investment. In concrete terms, the investment
universe extends from retailing to FinTech
to driverless vehicles, photovoltaics, the
Internet-of-Things, biotechnologies, immunooncology, precision agriculture, artificial
intelligence, and robotic surgery.
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“Setting the parameters of our investment
universe is no doubt the most important phase,”
says Wesley. “That helps us construct the
portfolio and is backed by a trade secret that
is part of our DNA.” This is a “home-made
recipe” is developed in tandem by CPR AM
managers, Amundi’s sector-based expertise,
and, regarding disruption, a partnership
with Deloitte. “Deloitte helped us grasped
the innovation trends that we used to set the
parameters of our universe,” says Wesley. CPR
AM then used a two-staged quantitative filter
to select the best investment ideas from the
sectors and sub-assemblies it had chosen.
The first stage is supplied by one of its data
providers, Holt (Credit Suisse) and covers a
company’s cash flow and economic value
created based on its cost of capital. “This
helps produce a rather fundamentals-based and
long-term version of a company’s creation of
economic value,” says Wesley Lebeau.
A second, in-house filter helps CPR AM

optimize market factors to determine the
companies with the best short-term upside
potential. “This gives us orthogonality in our
long-term and short-term views, which, in turn,
produces buying ideas, on which basis we
move on to fundamental research,” he says.
Fundamental research is far more traditional
and is based in part on the “house” research
offices. It involves understanding a company’s
business model and uses an investment test
to find out “if the company has an attractive
profile, if it has value that can be captured, if
its catalysts will still exist in six to 12 months
for the investment case to work, and for the
company’s stock to outperform the market,”
Wesley says. The final stage then consists in
constructing the portfolio itself, by weighting
the convictions that have been formed on the
selected stocks and adjusting them for their
implied risk, meaning their one-year historical
volatility.

The range of possible investments is even
broader, as the approach, in addition to
being trans-sectoral, is based on the entire
cycle of disruption, from the most mature
companies to those just starting out. “We can
invest in both 100 percent disruptive pure players
and in incumbents that have reallocated some
of their investments to a disruptive business,”
says Wesley. General Election is one of
many examples of this phenomenon. After
weathering several series of disruptions, this
more than 100-year-old company recently
managed to reinvent itself with its Predix
platform, which addresses the current
revolution in robotics.

Current disruption
Source: CPRA

2004

Facbook improved
information network

1998

2007

Google made the
information accessible
to all users

Apple launched
the 1st iPhone

2006

Amazon launched
the cloud
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Setting the parameters of
our investment universe
is no doubt the most
important phase.

2013

IBM launched
artiﬁcial intelligence

2008
App Store
creation

2014
2009

Uber innovated with
a new transport economic
model

Google created cars
without drivers
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A 4-steps Investment Process benefiting from high-quality inputs

1
˜ 600
stocks

2
˜ 150
stocks

3
˜ 80
stocks

4

Eligible universe deﬁnition
Identiﬁcation of disruptive
sectors or emerging trends
through a blended approach: as
of today 28 sub-sectors and in
constant under review

Dual quantitative
screening

Portfolio
Managers

Expert committee: bi-annually
Trends review: quarterly

Buy-side and
sell-side Analysts

Portfolio
Managers

Weekly

Stock research priority selection
to identify the best-ranked
alphas through PMS and HOLT
by applying ﬁnancial criteria to
each stocks
Portfolio
Managers

Fundamental analysis
Deep ﬁnancial analysis:
top line, margin, earnings
growth and stocks valuation to
assess mid and long term
outlook of each stock

Portfolio construction &
risk monitoring
Stocks ranking based on degree
of conviction (from Ato D),
reﬂecting upside potential on
the stock and it risk proﬁle to
select stocks in the ﬁnal
portfolio

This cross-disciplinary approach does
engender uncertainties in the investment
management process. While the degree
of conviction depends on the visibility and
stability of a company’s business model,
some companies are more exposed than
others to industrial risks. This is the case of
biotechnologies, for example, that are often
subject to long regulatory approval processes
for a drug or a compound. Another pitfall is
the variety and complexity of businesses,
products, or services when they are looked
at across sectors. “Pure players like Amazon,
Google, or Apple are relatively simple to grasp,”
continues Wesley. “However, in more complex
sectors or segments, such as immuno-oncology,
for example, it is not so easy to grasp the risks
involved. That’s why fundamental research is
an essential first step to building a portfolio
and the management process.” Such risks
are remunerated, of course. As disruption
is mostly a synonym of innovation, it often
carries a valuation premium during takeovers.
“This is an additional source of returns in our
disruptive universe,” says Estelle Ménard, who
also manages the “restructuring” theme. “Last
year, within six months, five percent of the stocks
in our funds were the targets of takeovers.”

Weekly

Buy-side and
sell-side Analysts

Portfolio
Managers

Daily

The process of building up a thematic fund
is as complex as it is subtle, as it is based on
strong convictions and sometimes requires
tough choices between stocks. Just to give
an idea: of the 600 stocks short-listed by CPR
AM, only 87 were ultimately chosen. Fifty
percent of these are in the digital economy,
which is to be expected, as it is no doubt
more disruptive than the other themes. It
is followed by industry 4.0 and healthcare
and life sciences at 20 percent each and, the
planet, at 10 percent. “This allocation is not set
in stone and could change with an acceleration
in disruption within its various dimensions,” the
team says. Be that as it may, a fund’s returns
and success often depend on the quality of
work in its early stages. In a little more than
six months after launch, CPR Invest – Global
Disruptive Opportunities has outperformed
the MSCI World, its benchmark, by 7.7
percent. Launched with 50 million euros in
AuM, it now has more than 140 million euros
and is registered in nine countries.
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To the point:
•• Trade globalization, technological
innovations, demographic trends,
and environmental challenges…
The world is changing alongside
all its ecosystems.
•• The megatrends that are
driving our world are many
investment opportunities to seize;
“Disruption” is one of the most
prominent.
•• Disruption is an accelerating
phenomenon generating
opportunities in all sectors and
offering unprecedented and longlasting upside growth potential.

•• The digital economy, industry 4.0,
the planet, and healthcare and life
sciences best witness the impact
of disruption.
•• The investment landscape is in
constant evolution and expected
to evolve as disruption morphs
and accelerates.

