
 
 

  

Lemanik Invest SA 

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  

The strongest growing opportunity is in Asia,         

but be aware of underlying currency risks! 

- 26th February 2021 - 

Regional Comprehensive Economic Partnership, in a word RCEP. Behind this acronym 

stands the main reason why a wealth manager should take a deeper-than-ever look into Asian 

region. Of course wealth managers have always been looking towards Asia in order to look for 

investment opportunities, nevertheless the quoted Pact, on which we already discussed in a previous 

interview (“Milestone agreement among Asian economies, positive impacts also outside the region” 

of 27th November 2020), represents a turning point in the role of Asia as the youngest and most 

dynamic growing region of the world. It is true in particular for some countries within the Partnership 

and it is true also in light of new inflationary signals and rising interest rate. Of course, reasoned forex 

choices are mandatory in order not to win on a hand and loose on the other. 

Let us shape our knowledge on such topics with 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, last year the Regional Comprehensive Economic Partnership (RCEP) was signed by 15 

countries in Asia, creating the world's largest free trade area. In which of these countries do you see 

great medium-term potential? 

I would certainly highlight Indonesia. The country is currently ranked 7th in the world in terms of gross 

domestic product, based on purchasing power parity. The largest South Asian country with a 

population of 265 million has a large, attractive domestic market. The nation, with an average age 

of 30, is young and dynamic. By 2030, Indonesia will be the 4th largest nation in the world based on 

the above parameters, according to Standard Chartered's forecast. However, this enormous growth 

potential is not reflected in Asian indices. The weighting in Pan-Asian indices is currently around 1-

1.5%. 

What is the role of Japan in this Pact? In particular, how do you judge the Japanese market and 

economic situation? May we see further increase in valuations in a country whose Equity index is 

reaching the 30-years record levels?  

The pact is of great importance for Japan. The agreement covers almost 50% of Japan's trade and 

is the first trade agreement between Japan and its largest trading partner (China) and the third 

largest (South Korea). It also makes it easier for Japan to outsource production from China to other 

countries in the pact. 
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Although the Japanese stock market has reached the level of 30 years ago, the Dow Jones has 

gained over 900% in the same period. This best illustrates how the real estate bubble of the 1990s has 

weighed on the Japanese economy. Incidentally, the lesser-known Nikkei 500 index already 

surpassed its old high of 1990 last year. However, the index is more oriented towards companies with 

a high return on equity and export-oriented companies.  The more diversified Topix index with more 

than 2,000 stocks is still 50% below its peak. 

The corporate mentality in Japan has become more investor friendly in the last 6 years, thanks to the 

introduction of the Corporate Governance Code in 2015. Therefore, we still see a lot of catch-up 

potential in the domestic equity market. Companies are generally more strongly capitalized than in 

other countries. The long deflationary period after the real estate crisis is the reason for this situation, 

but this will have a more positive effect when interest rates rise. The Topix index has a price/book ratio 

of 1.35x, the Eurostoxx 2x and the S&P 4.2x. The RoE of the Topix at the end of 2019, before the Corona 

crisis, was 7.5%, the Eurostoxx 8.9% and the S&P 15.7%. A further improvement in RoE in Japan can 

further boost valuations. 

In this context, a weaker yen would accelerate this. 

Long-term interest rates are currently rising again and the trend on the commodity markets is also 

very positive. Do you see a risk of an unexpected surge in inflation and a possible rotation in the 

equity markets? 

Investors' inflation expectations are currently higher than before the Covid-19 crisis. There are several 

reasons for this. Certainly, the central banks' expansionary monetary policy is partly responsible for 

this trend. Also, a strong economic recovery is expected in 2021/22. It is based on a large demand 

potential from consumers, industry, but also infrastructure investments from governments.  We expect 

central banks to tolerate a return of inflation to some extent to support economic growth. However, 

these are also trends that have a positive impact on the value segment of the equity markets. The 

valuation gap between value and growth stocks has widened considerably as a result of the Covid 

crisis. We are currently seeing the first signs of a return of value and cyclical stocks in Japan, but also 

in Europe. Although stock market indices are at multi-year highs, value and cyclical stocks have 

underperformed over the past 3 years and are also characterized by relatively attractive valuations.  

Talking about inflation and an initial increase in long-term interest rates experienced in some 

countries, especially in the USA, we cannot miss the opportunity to ask you what kind of impacts an 

Asian equity portfolio could present. In particular, how would you manage the different Asian 

currencies versus hard currencies, euro and US-dollar? 

We believe the rise in long-term interest rates reflects investors' positive expectations for the post-

Covid period. Central banks see no reason to warn of inflationary spikes at the moment. The task of 

central banks and policymakers is first to stimulate the economy back to growth. That is why we see 

great potential in the infrastructure sector worldwide. Asia will remain the strongest growth market 

and we expect currencies to reflect this with further profit potential. However, we would exclude the 

yen from this. Investor risk appetite will lead to a reduction of positions in "safe haven" currencies. That 

is, we expect a weaker yen and Swiss franc.  When investing in Japan, the yen should therefore be 

hedged to avoid currency risk. 

 

Marcel Zimmermann 


