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Lemanik Insights  

News within Lemanik Invest's equity offerings: 

preserving the dividend and sterilizing the market 

effect, how is this possible?  - 16th October 2020 – 

 The new Lemanik SICAV prospectus came into force on 25 September 2020. 

Among the different new features, there is one that concerns the “Lemanik Italy” sub-

fund, which has undergone an important change in its investment policy. The “European Dividend 

Preservation Fund” is the result of the conversion of the “Lemanik Italy” sub-fund. 

With this new tool Lemanik Invest meets the growing need experienced by both private and 

institutional investors: to generate stable returns with a low risk profile. A need to which, in the current 

market context with low or negative interest rates, even traditional bond funds, especially if focused 

on core markets and core sectors, are struggling to meet. 

We asked Andrea Scauri, manager of three sub-funds of Lemanik Invest SA (Lemanik SICAV - 

European Dividend Preservation, Lemanik SICAV - High Growth and Lemanik SICAV - European 

Special Situations) focused on the European equity market, to help us to understand how it is possible 

to focus the attention of an equity investment on the dividend component alone. Andrea has more 

than 20 years of experience in equity markets, developed both within Asset Management 

companies and leading domestic and international investment banks. In these contexts he has been 

directly involved in the stock market listing processes of many companies. Andrea cultivated his 

experience between Milan and London before joining Lemanik Invest SA in 2019. He has a deep 

knowledge of the Oil, Capital Goods and Consumer Goods sectors and has been consistently ranked 

among the top 10 financial analysts in the Italian market (Extel and Institutional Investors rankings). 

Andrea, in one of the sub-funds you manage, a particular strategy, very popular among banking 

foundations and pension funds, is proposed. This strategy aims to preserve the return generated by 

the dividend paid by the shares within the portfolio. Could you help us to better understand what this 

is all about? 

The strategy is very simple and based on an extremely intuitive concept: preserving the dividend. The 

objective of the strategy is to select a portfolio of up to 25/30 European securities, that do present a 

sustainable dividend of between 4% and 5%. At the same time, a zero-cost hedging structure is 

constructed on each position to eliminate the volatility of the security and collect the dividend. 

The zero cost hedging structure you are referring to, how is it built? 

The hedging structure is very simple and is implemented through a sale of CALL options that finance 

the purchase of a PUT spread. The strike of the options is defined through the analysis of the implied 

volatility compared to the historical volatility of each security on which the structure is created. Finally, 

it is important to underline that the rolling of this structure, for each security, occurs on a monthly 

basis. 
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How can a strategy like this, which leverages on an important dividend flow, be interesting at a time 

when there is a strong aversion, or at least a not too favorable climate, to dividend payments? Are 

there any market niches or sectors that suffer less from this "aversion"? 

Exactly. The selection of sectors that are not exposed to "cut-risk", together with careful stock picking, 

are fundamental elements for the fund's return target (4% net of costs, with a volatility of less than 4% 

on an annual basis). Sectors such as utilities, staples, food and European telecoms lend themselves 

to this strategy, having stable visibility and sustainability in dividend payments. The success of the 

strategy over the past year, in a context of extreme market volatility, has largely depended on asset 

allocation choices that have favored the above mentioned sectors and excluded cyclical and 

banking sectors. 

Similarly, are there national laws that are more favorable, or should we say less adverse, than others 

on the issue of dividend payments? 

To date, there are no legislative issues at national level that are more or less favorable or more or less 

adverse to the implementation of this strategy. The fundamental concept is always the sustainability 

of dividend payments. This concept is reflected in a careful stock picking activity based on the 

analysis of the cash flows of each position in the portfolio, so as to support the payment of the 

dividend. 

What were the regulatory changes in dividend payments experienced during 2020? And what is 

expected for the near future? 

At European level, the main change was the ECB's regulatory "ban" on the possibility of distributing 

dividend payments on bank securities. This concerned both solid companies (which could in theory 

have paid the dividend for the fiscal year 2019) and less solid ones, for which the ban was due. We 

expect a revision of this prohibition in 2021, with a more selective approach on a case-by-case basis. 

Therefore, we do not exclude the possibility of re-focusing our attention on this sector, always in a 

context of containing volatility. 

In the current market context, how could this strategy fit within a portfolio? Is it correct to think that 

this strategy could generate a bond-like yield out-of-an-equity-position? 

Absolutely. We believe that a strategy of dividend preservation with simultaneous sterilization of 

volatility at zero cost (such as to limit the directionality of the market as much as possible), with a 

target yield of 4% on an annual basis and volatility below 4%, is extremely interesting in a context of 

low rates and low yields on both government and corporate bonds. In other words, what would you 

prefer to have in your portfolio today? A bond of a senior issuer, with significantly low returns, or the 

stock of the same company, with an attractive level of dividend and at the same time covered by 

the risk of price fluctuation? 

Everything is clear, Andrea. Thank you. What if we were to find a difference, a peculiarity, of your 

strategy compared to potential competitors with the same philosophy? 

The main difference compared to other funds on the market that focus on "dividend" strategies is the 

sterilization of volatility, such as to preserve the dividend from the "market effect". 

 

Andrea Scauri 


