
 

 

 

 

 
 

Lemanik Insights  

Inflation rate will peak in the summer, lower levels 

expected in the second half of 2021 

- 11th June 2021 - 

Inflation is the topic that more than any other continues to be on the agenda in 

the decision-making processes that lead to tactical and strategic allocation choices in investors' 

portfolios. Inflation and its expectations lead to discussions about the levels that interest rates may 

reach in the future. The expected levels of interest rates determine, in turn, the prices of government 

bonds and bond instruments in general, which, by gaining or losing value, cause, as a consequence, 

a greater or lesser appetite for risk in the stock markets, and in general in the markets of risky, or riskier, 

assets. Within equity markets, distinctions must also be made at geographical and sector level. 

Therefore, the decision-making process that leads to investment decisions is certainly stimulating, 

because it is full of necessary considerations at both macroeconomic and micro level. Certainly this 

decision-making process is equally not easy to carry out. Surely it is better to rely on experts in the 

field, able to stay up to date on the dynamics in place and able to assess with a critical eye, forged 

by experience in the markets, the context in which you are called to move. 

Filippo Garbarino, portfolio manager of the fund "Lemanik SICAV - Global Equity Opportunities", is 

certainly an expert in the sector, able to help us better understand the current trend. Filippo has more 

than 20 years of experience in the financial sector: 10 years in investment banking, corporate 

finance, M&A, and 10 years in asset management. In a universe of global investment opportunities, 

Filippo currently focuses exclusively on companies domiciled in the US market but with a global 

business model. 

Filippo, the latest data confirm the upward race of US inflation. According to your estimates, where 

could the yields of the 10-year Treasury go in the coming months? 

Inflation in the USA has risen in recent months to levels not seen for some time. However, there are 

some important factors to consider. Among the categories that have contributed most to the rise in 

inflation are those that were most affected by the pandemic (e.g. hotels +8%, airline tickets +10%, 

used cars +10%). It was absolutely predictable that these categories, coming from a period of global 

closure, would undergo an increase in demand and consequently also in prices. Central banks 

consider these pressures to be transitory. Even industrial companies, which have input costs linked to 

raw materials (e.g. petrochemicals and steel), do not consider the upturn to be lasting. 

It is therefore likely that the inflation rate will peak during the summer and then settle at lower levels 

in the second half of 2021. In this inflationary environment, a continuation of the rate hike can be 

expected, but with a lower slope than that seen in the first quarter of 2021. A rate of around 2.0% for 

the 10-year US Treasury Bond for the end of 2021 is considered plausible. 

What considerations, then, at the sector asset allocation level? 

The direction of inflation and interest rates will determine the winners and losers at the performance 

level, at least in the short term. 

A sharp rise in interest rates, similar to that experienced in Q1 2021, favors Value and short duration 

stocks such as those in the Financials, Energy and Basic materials sectors; conversely, low rates favor 

quality and long duration stocks such as those in the Technology, Health Care and Consumer 

Discretionary sectors. 



 

 

 

 

 
 

In the short term, inflation and subsequent 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 majority of investment returns. 

For a European investor who wants to gradually increase his exposure to U.S. government bonds, 

what indications do you consider appropriate in terms of duration and type of securities (fixed rate 

or inflation-linked)? 

At the macro level, the global economy is in the midst of a post-pandemic rebound. However, the 

recovery is not synchronized, as some emerging countries (e.g. India and Brazil) are lagging behind 

the USA and Europe in containing the pandemic. Against this backdrop, interest rates should 

continue to rise for a few more quarters and put pressure on bond prices. However, thinking more in 

the medium to long term, the usual deflationary factors remain: high debt levels, stagnating 

demographic trends and the negative impact of technology on prices. 

Therefore, while in the short term it is legitimate to expect a continuation of the rise in interest rates, 

in the long term there is much more uncertainty about their direction. We therefore recommend a 

bond portfolio with a mixed exposure both in terms of duration (short/long) and in terms of rate 

(fixed/variable/inflation linked). 

What indications, on the other hand, regarding exposure to exchange rate risk? 

Regarding exposure to currency risk, we recommend an unhedged approach, maintaining exposure 

to the US dollar. It is believed that the Federal Reserve is ahead of the ECB in its exit strategy from 

monetary stimulus and this should favor the US currency. 
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