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Lemanik Insights  

 It’s time to overweight ASEAN and Japan,    

being carefull of the management of the 

Chinese Real Estate crisis 

- 11th February 2022 - 

February is a month marked by several recurring events, first and foremost the Chinese New Year, 

the Year of the Tiger. In 2022, China will host the Olympic Games, which are taking place as we write 

and will be with athletes and fans for a few more weeks. The first quarter is also very interesting from 

a financial point of view: many quarterly results for the fourth quarter of 2022 are published, shedding 

more light on the recovery of industry and the disruptive effects on production chains; we will have 

the first US interest rate hike, the effects of which we are already seeing on stock markets, interest 

rates and exchange rates. A start to the year with a marked increase in volatility. 

We asked for more details to Marcel Zimmermann, portfolio manager of the Lemanik Invest SA sub-

fund (Lemanik SICAV - Asian Opportunity) focused on Asian equity markets. Marcel has more than 

30 years of experience in the finance industry, analysis of financial markets, instruments and 

currencies specializing in the equity markets of the Asian region. After 9 years spent in the Secondary 

Markets in Asian at Banca del Gottardo in Lugano, in 1993 he set up an Asset Management 

Company in Lugano and diversified into market research and analysis to support institutional clients 

in the asset allocation and stock selection of their Asian portfolio. Marcel is the Portfolio Manager of 

Lemanik SICAV – Asian Opportunity fund since its inception in 1994. He is also director of Lemanik 

SICAV, Luxembourg. 

Marcel, there is a lot of talk about inflation these days: how does this phenomenon play out in Japan, 

an equity market to which your strategy is heavily exposed? 

You are certainly correct that our strategy currently has an overweight in Japan (45% compared with 

39% for the benchmark). 

The pressure of global inflation could finally lead to a change in Japanese consumer behaviour. 

Japan's consumer behaviour has so far been heavily influenced by the deflationary pressure that 

began after the 1990 property bubble. An increase in inflationary consumer expectations allows 

industry to raise prices. However, we should not forget that the effects are not only positive. Inflation 

erodes purchasing power and negative real rates drive savings to seek returns outside cash. 

Japanese corporations enjoy a positive cash balance and the stock market trades at price/book 

ratios among the lowest of developed market listings. Companies have also become much more 

sensitive to an increase in Return on Equity (RoE) and buybacks are at an all-time high. 

An element of uncertainty for the Japanese economy at the moment is the border closures due to 

Covid, but we expect them to reopen in the coming months due in part to the success of the 

vaccination campaign (over 80%). 
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If you don't see any particular problems for Japan, what role does inflation play in Southeast Asia? 

Our strategy is definitely overweighted against the benchmark (16% vs 5%) towards ASEAN countries 

as we see several positive points in favour of these economies. A large proportion of the population 

in these countries lives off agriculture and rising agricultural prices increase their financial strength. 

Let us also remember that these economies are enjoying the creation of the largest free trade area 

globally thanks to the advent of the RCEP (Regional Comprehensive Economic Partnership). This pact 

is accelerating the diversification of the production chain, currently heavily concentrated in China, 

towards this region. As a result, we expect significant direct investment in this region. 

Speaking of China, one cannot analyse the Asian and South-East Asian market without saying a few 

words about the largest economy in the area. 

Absolutely. China is the largest emerging market in the region, the second largest market in the world. 

The situation it faces at the start of this year is certainly not easy: the property market is still suffering 

and the government is struggling to maintain price stability. In a context where individual wealth is 

very much linked to property ownership, it is crucial for the government to manage the situation. In 

addition, the Chinese Communist Party will hold its congress this autumn, which could raise Xi Jinping 

to the level of Mao and Deng. In this context, economic stability is of prime importance. 

An example of central interventionism can be seen in the foreign exchange market. The current 

strength of the Yuan can be partially explained by the strength of Chinese exports and direct 

investment into the country. The country's post-Covid reopening and interest rate differentials should, 

on the other hand, presage future Yuan weakness. 

Current valuations, particularly on Hong Kong-listed Chinese stocks (H-shares), remain very attractive 

and at these levels certainly largely compensate for the economic uncertainty. Last year, Chinese 

"new economy" stocks also anticipated the Nasdaq sell-off that has occurred this year.  For example, 

the US-listed Kraneshare Chinese Internet ETF is 65% lower than it was in February 2021, but has been 

positive since early 2022. 

In summary, we are very positive on valuations in China, but remain underweight at the moment due 

to economic uncertainty. 

Very clear and comprehensive geographical analysis. What are your expectations at sector level 

and in the foreign exchange market? 

We have recently opted for a rebalancing, selling Technlogy stocks in favour of Industrials, Financials 

and Basic Materials. We are trying to maintain a portfolio with an attractive Price/Book, Price/Earnings 

ratio but with an earnings growth bias. 

We are hedged against Yen risk. We see tighter monetary policy from the Fed and ECB. We have 

also tactically hedged HKD and USD. We expect Asian emerging currencies to remain stable in the 

above context of strong direct investment flows. 

 

Marcel Zimmermann 


