
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  

About the European situation?   

 There is much more value than you think!  

 - 23rd April 2021 - 

 Vaccination campaigns that are proceeding, when and if they are, at different 

rates in different countries; major differences in plans to support the world economies; 

financial players with increasingly demanding expectations; renewed political cohesion in Europe, 

with important and positive local peculiarities; inflation that has returned to the markets. These, 

among many others, are the contingencies currently affecting European equity markets. 

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

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

Special Situations) that focus on the European and Italian equity market, to discuss about these 

dynamics. 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, what is the current context in your target markets?  

Despite the slow pace of vaccine launches and the decision by several European countries to 

extend restrictions due to a renewed increase in Covid-19 infections, European stock markets have 

risen in recent weeks. This can be explained by industrial activity continuing to paint a positive picture, 

favorable financial conditions, high business confidence and still low stock levels. 

The slow pace of vaccination in Europe can be compared with the much faster pace of vaccination 

in the US and UK. What interpretation can be drawn from this? 

Through the two most effective and least controversial vaccines from Pfizer and Moderna, the US has 

been much faster in its vaccination campaign. Even in Europe, the UK, outside the European Union, 

is far ahead in vaccine delivery. Certainly the different pace of vaccination translates into diverging 

growth prospects: on the one hand, the US and the UK, which are already planning and 

implementing steps to reopen their economies, and on the other, Europe, which is lagging behind. 

There was also a difference in pace in terms of support offered to the respective economies. 

Absolutely. On a fiscal level, the US has been extremely aggressive in terms of the amount of stimulus 

approved, in terms of direct support for citizens and businesses. Europe has shown signs of unity with 

its historic Recovery Fund result, but the market perception is that it has done less than the US. With 

the announcement of the $3 trillion infrastructure plan now official, market expectations are for 

nominal GDP growth of 10% for the US. This reinforces the idea that the transition to normality is 

assured, but there are no other catalysts in sight. 
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In other words, there are no major surprises on the horizon in the US. In Europe instead? 

Correct. The margin of surprise in the US market remains very limited, while in Europe market 

perceptions have worsened due to the fragmented pandemic response and consensus has 

remained negative despite better than expected actual data. These issues are evident in the Citi 

Economic Surprise Index (CESI), which measures the level of data surprise relative to market 

expectations. US macroeconomic data has been strong but is still below market expectations and 

the US CESI has been steadily declining. This means that expectations have risen to the point where 

even the strongest data are perceived as unsatisfactory. In contrast, this view has been the opposite 

in Europe, where the CESI is on the rise and is again approaching the highs seen earlier. If the negative 

news breaks and sentiment becomes more positive, there could be sustained outperformance in 

European equities. 

What considerations for the Italian stock market in particular? 

Italy continues to benefit from the “Draghi effect” and the significant positive impact of the ECB's 

measures, which have led to a further reduction in the cost of financing public debt, which has 

reached a new all-time low. This trend is set to continue thanks to a strong reduction in political risk 

and the full support of the main political parties for Draghi's effective management of the Recovery 

Fund. 

A theme accompanying us in this late winter and early spring is the return of inflation. What is your 

reading? 

We believe that the steepening of the interest rate curve in the US and the expected rise in the 

inflation rate can be explained, on the one hand, by the increasingly likely prospect of an end to the 

pandemic and, on the other, by the large issues of government debt, which need to be monitored 

closely as they could lead to short-term volatility in the markets in light of the significant US deficit. We 

continue to believe that the Fed has no choice but to increase purchases of Treasury bonds, 

monetize debt and, if necessary, use other monetary policy measures at its disposal. 

In light of this scenario, what can we expect from the European equity market and which sectors 

could provide the biggest boost? 

Value and European sectors have underperformed for years, but with the expectation of economic 

growth in sync with rates not seen in decades and a pick-up in inflation, the more cyclical part of the 

markets could enjoy very strong performance. Value is benefiting from valuations well below the 

market average and the strong underweight in global portfolios, and the operating leverage of these 

companies remains quite high, allowing for strong earnings growth should revenues start to rise. 

There is probably much more value in Europe than is currently perceived. 

 

Andrea Scauri 


