
 

 

 

 

 
 

Lemanik Insights  

Monetary policy turnaround is imminent,  

financial credit as major beneficiary!  

- 10th December 2021 - 

Skyrocketing inflation, especially in the US, and the ongoing Covid wave are 

keeping market uncertainty high and complicating the reading on bond markets. Recent statements 

by various central bankers around the world and expectations of further clarification from them add 

to the pathos of the moment, generating both opportunities and risks. 

We, therefore, ask an update to Alessandro Cameroni, portfolio manager of the two funds of 

Lemanik that respectively focus on financial subordinated bonds and on European credit with Xover 

target (Lemanik SICAV – Selected Bond and Lemanik SICAV – European Flexible Bond). Alessandro 

presents 30 years of experience within financial markets, with a special and strong focus on bond 

markets, in particular in dealing with financial entities’ issues: 7 years spent within the proprietary 

trading of a primary Italian bank, 3 years in dealing with the portfolio management for an Institutional 

client. He has been working for 20 years now within the fund management industry. 

Alessandro, what do you think about the upcoming turnaround in monetary policies? 

 

Short-term volatility is inevitable, but market sensitivity to Covid is now low and more composed; 

inflationary persistence, on the other hand, is the focus of central banks' attention and is starting to 

influence their behaviour. The Fed, the BoE and the ECB will make their intentions clearer in a few 

days' time, but the turnaround in ultra-expansionary monetary policies is close at hand. While the 

solidity of growth encourages the withdrawal of extraordinary pandemic measures, skyrocketing 

inflation means a significant increase in uncertainty, complicating the normalisation process. While 

an excess of caution will continue to guide the actions of central banks, they should also begin to 

create embankments to contain inflationary pressures, which remain the main risk on the horizon. 

 

Monetary policy in Europe is likely to remain expansionary to ensure debt sustainability and contribute 

to the energy transition; inflation is less of a problem than in the US and should quickly return to 

sustainable levels. 

 

Incoming tapering and large requirements on primary market suggest wider spreads; what impact 

can we expect on credit in general? 

 

The specificity of this crisis has a wide intertwining of variables, also involving fiscal policies and market 

stability; it will not be easy for central bankers to find the right balance. The context is not easy; the 

persistence of volatility in rates is particularly relevant for credit spreads and the impact on valuations 

depends on how fast and why rates rise, a balance that is being played out between higher inflation 

and accelerating growth. 

 

While in the US inflation could induce an acceleration in rates in the second half of 2022, also on the 

strength of the political consensus, the ECB seems more oriented towards balancing a higher 

inflationary persistence, maintaining wider margins of flexibility to preserve favorable financial 

conditions. In the Eurozone, rates are still negative and it will take time for government bond yields to 

compete with credit, particularly with those with higher spreads. And let's not forget that it is certainly 

not in the central bankers' interest to provoke a debt crisis with sudden movements in interest rates. 

 



 

 

 

 

 
 

You mainly invest in financial bonds with high spreads; is there value in European subordinates in the 

current uncertain environment? 

 

The repricing in November brought credit back to the more attractive levels of the beginning of the 

year, which were also more in line with the evolution of the fundamental framework, highlighting the 

vulnerability of longer duration IG corporate bonds to interest rate movements. On the other hand, 

robust growth and improving corporate and economic fundamentals continue to provide attractive 

investment opportunities for higher spread bonds. 

 

What particularly favors the financial credit sector? 

 

Financials remain the favorite sector when inflation rears its head, and in this crisis an unprecedented 

level of strength has emerged that has enabled them to weather the crisis with ease. Capital is at its 

highest, non-performing loans are at their lowest for years and the transparency of balance sheet 

quality is high; the feared impact from Covid has now faded and business models are constantly 

being streamlined in the search for greater profitability. 

 

Which niche in the sector is in good shape in particular? 

 

The risk/return profile of coco bonds is attractive; the creditworthiness of the issuers is high; high carry 

and low duration are able to counteract volatility peaks in the medium term and offer attractive 

returns in the year ahead. The size maturity achieved by coco is a unique and very interesting feature 

that generates a scarcity effect; high volatility also brings interesting opportunities to the primary 

market, as has happened recently in recent weeks. We believe that financials can outperform 

industrials, benefiting from the solid growth environment and a more patient ECB, which encourages 

the search for yield among spread bonds. 

 

So there are risks and opportunities, but how do we manage the current volatility? 

 

With negative real interest rates, which make it costly to abandon risky assets and invest in risk-free 

assets, it is difficult to imagine significant falls even in the presence of volatility peaks, which become 

interesting opportunities to supplement positions. 
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