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Lemanik Insights  

USA are the most attractive equity market for the 

foreseeable future 

- 28th May 2021 - 

The reasons that lead the US stock market to gain its primary importance over the 

global financial markets are a lot and different. The reasons according to which a global equity 

exposure, also in passive strategies, is so far mainly, or substantially, exposed to the US stock market 

are also several. Nevertheless, the past is not necessary driving the future, especially in financial 

markets: future growth and future revenues streams, which drive future prices, are not lead by past 

scenarios or past prevailing conditions; they are driven by foreseeable future and expectations. It is 

of extreme importance, thus, to understand what are the drivers of future financial conditions, in 

order to understand whether or not the US stock market will play also in the future the leading role it 

had so far; to understand whether exist some other better opportunities. We could not but re-start 

our dialogue with Filippo Garbarino, portfolio manager of the fund "Lemanik SICAV - Global Equity 

Opportunities", by discussing upon his personal view on such considerations. 

Filippo has more than 20 years of experience in the financial sector: 10 years in investment banking 

in corporate finance, mergers and acquisitions and 10 years in asset management. In a universe of 

global investment opportunities, Filippo currently focuses exclusively on companies domiciled within 

the US market but with a global business model. 

Filippo, despite at the beginning of the year Asia seemed the place to be, in term of growth potential 

and equity allocation, today, data in hand, it seems that the best place to be would instead be the 

USA and Europe. What do you expect? Do you think this is a short-term trend or could it continue in 

the medium term? 

We believe that, in terms of risk/reward profile, the most attractive equity market for the foreseeable 

future are the USA. The USA have a number of key advantages such as a solid macroeconomic 

backdrop, strong exposure to the tech sector, reliable accounting, sound corporate governance, 

expert management teams and highly liquid markets. It is true that on a “statistical” basis, the S&P 

500 looks more expensive than other markets, but we believe that it is (and will stay) more expensive 

for a number of good reasons. 

Emerging markets have pockets of strong growth but are weaker on accounting and governance; 

Europe is too exposed to cyclical growth, lacking the secular upside that the USA can boast. 

Therefore, considering all the above, we believe that the USA are still the most attractive market, as 

they have been for the last 10 years. 

Talking about US companies, how was the earnings season? Is it finished, right? 

The earnings season, which just finished, was excellent across the board. 

The technology sector is still growing revenues and margins at astonishing rates and we believe this 

will continue also in a post pandemic world. Also consumer discretionary and healthcare are holding 

up very well. 
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Some sectors, especially the ones that depend on cross border travel (such as commercial 

aerospace, credit card processing, hospitality, leisure) have not fully recovered but are on the right 

path. Corporates have been very efficient in their cost cutting efforts and this has resulted in very 

healthy operating margins. In addition, capex efficiencies have benefited cash flows. Not all of these 

costs will come back as companies have been learned to be more efficient in their travel & 

entertainment costs and real estate footprint. 

These savings will ultimately benefit the shareholders. 

Last question upon US environment: how is the new democratic administration working? 

The new US administration is implementing a very clear agenda based on the following pillars: 

1. pandemic containment through massive vaccine rollout; 

2. pandemic related fiscal stimulus; 

3. infrastructure spending; 

4. green economy; 

5. higher taxes. 

Such agenda has a democratic spin. However, a strong republican representation in the Senate will 

ensure that radical policy proposals will be watered down, especially on the fiscal side. We believe 

that this gridlock will benefit markets, which typically prefer a more liberal, pro-business political 

backdrop. 

Over the last weeks the attention of market participants is very focused on the increase of interest 

rates and surging inflation. What is your interpretation of this phenomenon? 

Market participants are laser focused on the direction of inflation and interest rates as it will determine 

performance winners and losers, at least in the short term. 

Sharp interest rate increases, similar to the one experienced in Q1 2021, favour value and short 

duration equities such as financials, energy and materials; on the contrary, low rates favour quality 

and long duration equities such as technology, healthcare and consumer discretionary. 

In the short term, inflation and consequent interest rate movements can generate sharp sector 

rotations. In the long term however, bottom up fundamentals such as earnings growth and cash flow 

generation generate the bulk of investment returns. 

Hence, we believe investors should be more focused on buying secular earnings growers as opposed 

to trying to forecast the directions of the next 50bps movement in rates. 

 

Filippo Garbarino 


