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European equity: time of overperfomance? 

26 June 2020 

European financial markets experienced, and are experiencing, particular 

moments these months. It is a time of political change, since the European Union 

has the possibility to take further and very important steps towards a deeper, with respect to the past, 

union of interests. It is a time of uncertainty linked to potential new cases of contagion, although the 

European Union seems to be the “happiest island” of the West economies concerning this point. It is 

a time, during which equity markets showed strong declines, backed by very important recovery 

paths. Is it also a time of opportunities? 

We have asked Andrea Scauri, the portfolio manager of three funds of Lemanik Invest SA (Lemanik 

SICAV – Italy, Lemanik SICAV – High Growth and Lemanik SICAV – European Special Situations) 

specialized in the European, and in particular Italian, equity markets, if he could disclose to us some 

of his beliefs and knowledge about the different opportunities, and foreseeable trends, in this market 

segment. Andrea has more than 20 years of experience on Equity market, in leading domestic and 

international Investment Banks, where he was actively involved in the listing processes of numerous 

companies, and Asset Management companies. Andrea developed his experience between Milan 

and London, before joining Lemanik Invest SA in 2019. He presents a deep knowledge of the Oil, 

Capital Goods and Consumer Goods sectors and was constantly ranked among the top 10 equity 

analysts on the Italian market in the Extel and Institutional Investors rankings. 

Andrea is, therefore, the right person to give insights on the dynamics of European equity markets. 

Andrea, we know that you manage different sub-funds of Lemanik SICAV, all of them focused on 

European, and in particular Italian, equity: what is your judgment about the state of health of this 

asset class within this geographical space? What are the strengths and weaknesses of European 

equity in June 2020, after the turbulent period of last months? 

Europe had a “false start” in the Covid-19 emergency, with a drop in its real GDP of 3 times what was 

registered in the US in Q1 (-3.6% non-annualized versus -1.3%) and a stimulus equal to half of what 

presented in US (4% in Euro-Area in fiscal terms versus 13% of the GDP in US). Nevertheless, Europe is 

back in the lead, thanks to better virus control and earlier openings than North America, which have 

led to a more pronounced rebound in SMEs and an institutional environment where job losses are 

historically better preserved. The progress made in risk-sharing at both ECB and EU level is indeed 

capable of covering Southern Europe’s financing needs for the next 1 – 2 years. In the light of these 

considerations, we expect a sharper and more linear recovery in Europe than in the US, with the 

capacity to outperform in growth (a phenomenon not registered since 2006-07), and an expectation 

of EUR/USD at 1.17 over the next 12 months. 

Let us compare the performance of the European and the American equity Indexes, identifying the 

causes of the worst continental performance in recent years and the reasons for a turnaround. The 

European stock has underperformed mainly because of a lower growth in profits: +2% vs +87%, with 

2/3 of this difference that is explained by different sector weights, lower incidence, or even absence, 

of buyback programs and different taxation. However, thanks to policies to support and improve 

macro data, we expect European equity to outperform in the short term. We are less convinced that 

European outperformance can be sustainable in the long run, but we note that sectoral differences 
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are narrowing as the weight of Growth- and Tech- sectors also increases in the old continent. In 

addition, Europe tends to score higher on different ESG metrics, which will become increasingly 

relevant, with inflows in ESG and thematic funds already outperforming inflows in Tech funds. 

Although we do not have a negative opinion on US equities, we think the risk of the upcoming 

elections is underestimated, with the absence of buybacks as a further cause to exacerbate a lower 

appetite for the region. In terms of flows and positioning, Europe also has more room for surprise, as 

international mutual funds have been net-sellers in the area since 2015. 

What are, according to your point of view, the most interesting European sectors for equity 

investments right now? Which sectors will benefit most in the medium term from the monetary and 

fiscal support plan for the economy? 

As mentioned above, ESG issues will play a major role in investment decisions. Therefore, the utilities 

sector, with names able to develop renewable energy issues faster (solar, hydrogen first of all), will 

have the ability to guarantee higher returns than more traditional sectors. 

In addition, tech related to data management, cyber-security, digitalization and payment systems 

will have a higher profit growth capacity combined with re-rating, presenting a material discount 

compared to US peers. 

Considering the changes in habits that we have all had to adopt, let's think of smart working rather 

than reduced mobility, in light of the changes we still live with given the uncertainty that still persists 

and postpones a total return to life of 4 months ago: what are the new trends in the European stock 

market in the medium-long term? Which sectors will benefit most from these changes imposed 

and/or pleasantly adopted? 

In addition to the above mentioned topic related to tech, we consider interesting areas related to 

e-mobility. One topic (still little debated but potentially impacting in the coming months) is related 

to the possible trend of using less and less public transport. This would have a positive impact, function 

of the ability of European manufacturers to develop electric vehicles, on the automotive sector, but 

especially on 2-wheelers. 
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