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STOCK LISTS

Riding High in Piazza
Affari with automobiles

and steel

The Banks’ surprise

Portfolio managers: the Milan Stock Exchange can still recover if the economy slows
down to defend itself with Snam and Campari

SANDRA RICCIO

The stock markets have engaged
the recovery gear. After a bad fall
at the end of 2018 the first part of
this year has brought with it
double digit rises for most
listings. Since January, Piazza
Affari has progressed at the rate
of 21%, ahead of Frankfurt
(+20%) and Wall Street (Dow
Jones at +16%). Now, investors
are looking at other rises, and
Milan is among those listings
that, notwithstanding the strong
recovery, has more ground to
regain as it is still lagging behind.
However, there are risks on the
horizon. In order to make the
best moves, it is necessary to
keep important dates at the end
of Summer under control and, for
Italy, there could be new
turbulence in Autumn as a result
of the 2020 Budget. In this
environment, which are the
stocks that could still be a good
purchasing opportunity? And
which are the listings to watch?

The Central Banks

“At the moment we are at a
crossroads”, explained Angelo
Meda, head of Equities at Banor
Sim. “Stock exchanges around
the world have recovered on the
basis of expectations from ultra-
accommodating monetary
policies of Central Banks, and
now they are looking ahead and
betting on economic recovery”.
For the expert, the first signs of
where global growth is going
after so many stimuli from central
institutions, with the FED and the
ECB being the foremost, will be
visible after the Summer, at the
beginning of September.

In particular, it will be the macro
numbers and the indications
deriving from company profits
to shed light on the health of the
economy. “This will be a
watershed moment that will
give direction to the Stock
Exchanges”, said Angelo
Meda. “If the expected growth
does not materialise after all
the stimuli coming from Central
Banks, we will probably witness
a bad second part of the year”.
On the contrary, if the numbers
are convincing, the upward
trend will continue. “At the top
of the buy list there will be the
sectors that lagged behind over
the last few months, such as
the industry, the automobile
and the steel sectors and the
most cyclical stocks”, said
Angelo Meda. “The
confirmation  of  economic
recovery will favour the
Frankfurt DAX at national level,
while Piazza Affari should not
fare better than other stock
Exchanges”. In Milan, attention
is focused on companies like
Prismian, Leonardo, Tenaris,
Cnh and Pirelli. In the event of
an economic slowdown, on the
other hand, the stocks that will
end up in operators’ buy lists
will be the more defensive
stocks, such as Campari,
Recordati, Snam, Terna and
DiaSorin, even though such
stocks have already come a
long way.

Political Unknowns

The 2020 budget? According to
the expert, the 2020 budget will
not create any tension. The
increase in VAT seems to have
been averted, and tension with
Brussels is also evaporating.

Even the ongoing disputes within
the government will have little
effect on the listings. The time it
takes for a government crisis rule
out a dramatic turn of events, and
therefore it should be plain sailing
for this coalition, at least up to the
beginning of 2020.

“We are enjoying a very favourable
Spring on the markets that is
surprising for many and that has
now lasted for some time”, said
Roberto Russo, MD of Assiteca
Sim. “The Central Banks and their
accommodating statements, which
have inspired confidence, have led
the recovery. This aspect
reassures the markets”. According
to the expert, in this environment,
the most interesting prospects in
Piazza Affari are in the industry
and the automotive sectors, but
also in the energy and the banking
segments. These latter two areas
derive benefit from the lower yield
spread which, within a few weeks,
brought the BTP yield to around
1.6% from 2.5%. Financial stocks,
which have returned to being
profitable and derive benefit from
the lower yield spread, are also an
opportunity.  “However, overly
stringent regulations weigh on the
sector and likewise the fact that
investor confidence has not
returned”, said Roberto Russo. At
the end of the year, this could be
the surprise sector, on condition,
however, that the positive climate
enjoyed by listings continues to
press the purchasing accelerator.
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