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Lemanik Insights  

Follow the “reopening trades”, you might find 

investment opportunities there! 

17 July 2020 

Despite some minor corrections and some moments of volatility, equity markets 

continue their rally worldwide. Some sectors are in a better position than others to take advantage 

of interesting opportunities in the future. On the horizon, there may be some risks to the fast moving 

bull market, especially in some specific countries such as the US. 

We asked Filippo Garbarino, portfolio manager of the "Lemanik SICAV - Global Equity" fund, how he 

currently views the equity markets. We also asked him where he finds the most interesting investment 

opportunities. He has more than 20 years of experience in the financial sector: 10 years in the 

investment banking sector in corporate finance, mergers and acquisitions and 10 years in asset 

management. In the management of his fund, he follows a qualitative growth approach by investing 

in a highly concentrated equity portfolio of a maximum of thirty stocks with a long-term holding 

period. Within a universe of global investment opportunities, he currently invests exclusively in the US 

market, despite this is at the moment potentially threatened by two important factors: commercial 

dispute between China and USA, and the presidential elections within the latter country. Let's 

continue, after the first interview, which we are entirely glad to share on request, to deep our 

understandings about his view… 

Filippo, global equity markets are still increasing along the rally-path started after the bottom values 

registered in March. What are the main drivers of their rebound, and how long could it last? What are 

the sectors that could be a “buy-opportunity” at the moment? 

The main drivers of the rebound are the following: 

1) Tangible improvements in the containment of the Coronavirus pandemic; 

2) Expectations of a sharp economic recovery resulting from lockdown suspensions; 

3) Unprecedented monetary/fiscal interventions. 

Some sectors, mainly technology related, have reported a strong share price performance during 

the crisis. Current buy opportunities are related to the “reopening” trade and include those sectors 

which have been more severely impacted by the virus: aerospace, leisure, healthcare. 

Everybody knows that the Corona Virus was the biggest trigger on financial markets during the last 

months and it had important financial impacts. Are these impacts entirely incorporated in the current 

equity valuations, or is there still space for surprises, maybe in autumn? 

The Coronavirus is mostly priced in at this stage and the market is very well aware that there are 

second wave risks. We do not expect big surprises on the downside. 

There could be upside surprises. In particular, a faster than expected vaccine/cure development 

would be a strong positive catalyst. 

Since your portfolio is at the moment completely focused on the US stock market, let’s deepen your 

view about two other important factors that could potentially have a significant impact on this market. 
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In particular, what is your judgement on the commercial affair between USA and China? What about 

upcoming US election: what kind of impact could their result have on US equity market? 

 

The commercial war between the US and China had a big impact on markets in 2019. Since then, 

an agreement on key issues has been signed and we believe that this has mitigated risks in the 

short-medium term. 

The upcoming US election is an important catalyst. The market is currently expecting a win by the 

Democrats, as recent polls suggest. This could potentially be negative as the Democrats could 

cancel the tax cuts which have been implemented by the Republican presidency. 

Filippo, what we discussed so far was backward looking, or with a short-term view. What about 

medium – term triggers? Do you foresee particular elements that could appear on the markets as a 

consequence of the unprecedented level of support to the economy? 

The unprecedented monetary and fiscal stimulus could result in higher required interest rates by 

investors in the future. This stems from two reasons: 

1) The fiscal stimulus will increase government debt burdens, therefore increasing the risk 

associated with owning government bonds. Higher risk could imply higher required interest 

rates; 

2) The stimulus could generate inflation, which in turn would imply higher rates. 
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