
 
 

  

Lemanik Invest S.A. 

Via Giuseppe Bagutti 5 • CH-6900 Lugano 

Löwenstrasse 1  • CH-8001 Zürich 

Tel. : +41 (0) 91 913 47 00 • Fax : + 41 (0) 91 923 46 88 

No. IVA CHE-107.857.189 

 
 

Lemanik Insights  

Capitalism is not over, 

the crisis is an opportunity for big US corporate 

30 October 2020 

Just in these days Christopher Columbus would have turned 569 years old. This is a fact. Without going 

into the authorship of the discovery of the New World, another fact is that 528 years have passed 

from that moment to today. Another fact is that along this period of time the colonial system first and 

then the U.S. system has acquired a role of primary importance in the geopolitical, cultural and 

economic world. Always a fact is the role of superpower that the U.S. has first reached and then 

defended during the course of the twentieth century. Just as it is a further fact the advent, in the last 

40 years, of a new cultural and economic reality, the Chinese one, that from an underdeveloped 

country has been able to gain the role of superpower and to compete for this supremacy to the USA.  

Starting from some factual data as well as mere suppositions and possible interpretations of the same, 

we asked Filippo Garbarino, portfolio manager of the fund "Lemanik SICAV - Global Equity 

Opportunities", for his personal interpretation of the possible scenarios that could be defined on the 

international economic scene following the current crisis, first health and then economic, that Covid 

has imposed. Filippo has more than 20 years of experience in the financial sector: 10 years in 

investment banking in corporate finance, mergers and acquisitions and 10 years in asset 

management. In a universe of global investment opportunities, Filippo currently focuses exclusively 

on the US market. After the first two interviews, which we are happy to share upon request, we 

continue to explore his point of view. 

Filippo, your fund follows a Global Equity strategy with no limits or geographical constraints. In recent 

years, however, the portfolio has focused on American companies. How do you explain this 

investment decision? What has led you to prefer US-based companies? 

It is certainly true that the companies in the portfolio today, as in the recent past, are domiciled in 

the USA and listed on American stock lists. I do not think, however, correct to consider "American", 

however not global, a portfolio that is mainly exposed to companies domiciled in the USA. When 

evaluating an equity portfolio, I believe, in fact, that it is much more interesting to keep in mind the 

geographic markets where companies offer their goods and services and within which profits are 

generated. Most of the companies in the portfolio operate, indeed, on a global scale and are 

already significantly exposed to emerging markets. To give a few examples, today the portfolio is 

invested in companies such as Nike, Starbucks, which generate a large part of their revenues in China 

and emerging countries, and within these same countries they experience the highest growth rates. 

In addition, the portfolio companies that generate most of their profits in the US market are also 

dependent on global trade. An example of this is the case with Union Pacific, a leading US rail 

transport company that generates most of its profits in the US but is heavily dependent on trade with 

Mexico and Canada, as well as global trade. Finally, there are companies whose business is global 

by definition: Microsoft, Google, Amazon, Facebook. Unlike other stock markets, as could be the 

example of the Italian list where the financial component is very heavy and is purely populated by 

players active almost exclusively in the domestic market (e.g. Intesa, Unicredit), the U.S. stock market, 

such as the English or Honk Kong, are better suited to identify global companies, multinationals. The 
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MSCI World Index itself is composed for the most part of companies listed in the USA. For all these 

reasons the portfolio is certainly to be considered a global equity portfolio. 

In light of the current market context, dominated by a dichotomy that is widening between east and 

west of the world, with the first region that seems to be starting again and managing the Covid crisis, 

and the second that has now entered the dreaded and expected second wave of Covid, with 

important economic consequences, are you thinking of changing your geographical asset 

allocation in favor of eastern countries? 

In the process of portfolio construction, bottom-up microeconomic logic prevails over top-down 

macroeconomic logic. The decision making criteria underlying an investment remains the quality of 

the individual company, which is evaluated according to different metrics, including the 

predictability of cash flows, growth rates, the strength of the business model, rather than the 

preparation of the management. For this reason, macroeconomic considerations for a geographical 

reallocation of the portfolio have not been, and I do not expect them to be, made. However, I 

remain of the idea that in relative terms the U.S. continues, and will continue, to perform better than 

Europe because it has better structural drivers: a more favorable demographic dynamic, the 

possibility of monopolistic control of its currency, energy independence, flexibility of the labor market, 

a shareholder friendly policy in favor of companies, better quality management. As far as the 

comparison with emerging markets is concerned, it should be borne in mind that within this category 

fall many geographies and markets, each with its own history and situation different from the others. 

You mentioned two key features of the US socio-economic infrastructure: labour market flexibility 

and shareholder friendly policies. If the consensus for a democratic victory in the next presidential 

election turns out to be correct, do you expect significant changes to these elements? What 

economic impacts could a democratic victory have? 

 

I do not expect substantial changes regardless of the outcome of the vote. These peculiarities of the 

US system have existed for decades and over time have been supported by both republican and 

democratic administrations. In the event of a broad democratic victory, with strong support also in 

the Senate, we could see an increase in taxes, which could return in around 30%, starting from the 

current levels of 21% wanted by Trump. The tax increase would certainly be negative for companies, 

but I think that this is partially already taken for granted in current market prices precisely because 

the consensus foresees a democratic victory. The efficiency of the market makes that large jolts are 

the result of a surprise, where there is consensus for a given situation prices already incorporate the 

expected scenarios. Moreover, a democratic victory could mean a more relaxed policy towards 

China, while in case of a Republican victory trade tensions would continue. In addition, a democratic 

victory could accelerate and probably increase the scope of the fiscal stimulus. 

Is the high unemployment in the USA a cause for concern? 

The flexibility of the U.S. labor market described above is a source of peace of mind when managing 

a portfolio of companies domiciled in the USA. A market that in the face of an economic crisis is free 

to lay off and in the face of a V rebound can quickly summarize is much healthier than a more viscous 

market from this point of view. The flexibility of being able to change the cost structure that US 

companies enjoy is a positive factor in the management of an economic crisis. On the other side of 

the Atlantic, however, there is a system in which companies risk bankruptcy because they are not in 

a position to quickly reduce costs when necessary, thereby dragging workers into a much worse 

situation. The American capitalist system is based on this flexibility, both inbound and outbound, of 

the labor market and I do not think it is undermined by the current pandemic. 
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What do you expect in the foreign exchange market? In particular how do you assess the current 

situation of the US dollar? 

The weakness of the dollar that we are observing this year is explained by the adoption of a much 

more aggressive monetary and fiscal policy by the US than by Europe. To counteract and mitigate 

the effects of the pandemic on the one hand the Fed was very fast in cutting rates and creating 

liquidity and on the other hand the US Treasury was ready to implement trillion dollars of fiscal stimulus, 

which has not yet been completed. Europe, on the other hand, has been slower and more 

cumbersome in these processes, which will have less impact and a longer duration over time. This 

difference in pace is likely to translate, in the medium to long term, into a better economic situation 

in the US than in Europe. I therefore expect the US to be able to raise interest rates earlier in the future, 

leading to an appreciation of its currency against the euro. In summary, I do not believe that this 

weakness of the dollar will continue much longer. 

What awaits us, however, in the relationship of the U.S. dollar with emerging currencies and the 

Renbimbi in particular? How do you assess the decoupling that the Eastern economies are carrying 

out against the Western economies? 

The decoupling that is currently taking place has its roots in the different management of the 

pandemic from Covid. It started first in the East, where it was better managed and where they are 

much further ahead in the process of getting out of this difficult situation. I do not think I can identify 

further structural trends that go beyond the health reading of the current economic context. Once 

the pandemic crisis is over, I believe that the world to which we are accustomed in terms of strength 

ratios between currencies remains unchanged. I therefore expect that the current world reserve 

currencies will overcome the crisis from Covid and will continue to maintain their dominant position 

in the future. 

Let's now talk about the restructuring of the global value chain. What consequences do you expect 

from the geographical relocation of the production chain of companies, both international and 

Chinese, that are leaving mainland China to avoid customs duties? 

The trade war that the Trump administration has waged in recent years has somehow already led to 

a major deglobalization of the supply chain. This has not, however, had a major impact on corporate 

accounts. Therefore, I do not expect further major changes in this regard. 

We often hear that the stock markets are currently very expensive. What do you think? 

Certainly looking at the statistics of multiples, looking at the P/E in particular, the stock markets seem 

currently expensive. In reality this is merely determined by a technical fact. In an environment like the 

current one with interest rates close to zero or, very often, negative, the discount factor used to 

discount expected future cash flows is very low and as a result the expected share price is very high. 

This does not seem to me, however, to be a particular problem at the moment as interest rates are 

expected to remain low for several years to come. The asset class that I consider to be expensive at 

the moment is certainly the bond class. The current S&P levels, in conjunction with a dividend yield 

of 1.5-2%, are not a particular issue. In addition, the world stock indices are composed of companies 

that can boast a revenues’ growth rate in the order of about 10-20% per year. Also for this reason I 

do not consider the stock market to be particularly expensive. It should also always be remembered 

that stock indices do not necessarily represent the economic situation of a country, but rather the 

situation of the best and largest companies in that country. Consequently, the response to the 

economic situation can be very different. 
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Talking about expectations of low rates for the near future, another issue that is increasingly presented 

as a fact, or in any case a rapidly becoming process, is that of the “Japanification” of Western 

economies. What is your thought on this subject? 

It is certainly possible that the Western world, Europe in particular, is beginning a process of 

"Japanification". This is determined both by demographic issues and by issues related to the ever-

increasing amount of public debt. For this reason it is absolutely legitimate to expect a context similar 

to the one recorded in Japan in the last 10-15 years, where low interest rates prevail for the next 3-5 

years at least. 

In short, will Europe have the worst of the current crisis? 

This could be a correct reading of future scenarios. On the one hand there are, in fact, the Asian 

economies that are already coming out of the crisis, better managed, and are somehow starting 

again; on the other hand there are the USA with all the favorable structural features described in 

detail. 

I would also add that, as often happens, the crisis will weaken the weaker companies and strengthen 

the stronger ones. To give an example in the portfolio: large chains such as Starbucks or Domino's 

Pizza, which are able to easily access the credit market, will gain market share at the expense of 

corner bars and small pizzerias on the doorstep, which are already going bankrupt. 

 

Filippo Garbarino 


