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Fund Jan Feb Mar April May June July Aug Sept Oct Nov Dec YTD 

2007 0.73% 0.21% 0.83% 2.06% 0.61% 0.40% -0.22% -0.79% 2.23% 1.29% -0.42% -1.50% 5.44% 

2008 2.98% -0.21% 0.32% 2.14% -0.87% -1.64% -0.33% 1.26% -2.14% 0.16% 0.83% 1.54% 4.00% 

2009 -1.64% 0.68% -0.09% 1.53% 2.27% 0.43% 3.23% 1.41% 2.44% 0.98% 0.91% -0.65% 11.98% 

2010 0.64% 0.34% 1.73% -0.02% 1.01% 1.75% -0.70% 2.09% 0.46% 1.47% 0.47% 0.37% 10.00% 

2011 -1.47% 1.06% 0.53% 1.02% 0.51% -0.37% -0.02% 3.04% -2.67% 1.57% -1.16% 0.90% 2.85% 

2012 2.73% 0.93% -1.49% 0.19% -0.13% -0.01% 0.40% 0.67% 0.84% 0.36% 0.27% 0.58% 5.40% 

2013 0.58% -0.19% 0.04% -1.01% -1.28% -0.86% -1.44% -0.99% 0.09% 1.17% -0.88% 0.35% -4.37% 

2014 -0.42% 0.49% 0.43% 0.28% -0.01% -0.07% 0.48% 0.81% -0.74% 4.01% -2.62% 1.80% 4.40% 

2015 1.90% -3.19% -0.40% 0.33% -1.56% -1.18% -2.49% 4.73% -0.34% -1.30% -2.79% -1.47% -7.74% 

2016 6.79% 2.72% 0.79% 1.76% -2.07% 1.24% 0.00% -0.92% -0.17% 0.68% 1.13% -0.88% 11.36% 

2017 -0.43% -1.06% -0.61% 0.13% -0.05% 0.65% 0.32% 0.02% -2.50% -3,06% - 0.38% -0.31% -7.11% 

2018 -0.86% 1,63% 0,60% -3.18% -1.15% -0.25% -3.36% 0.98% -0.74% 6.11% -0.16% 1.74% 1.04% 

2019 -0.46% -2.27% 0.56% -3.99% 6.17% -0.84% 0.22% 5.22% -4.68% -0.37% -2.86% 0.85% -2.99% 

2020 2.11% 2.89% 7.21% 3.09% -2,81% -044% 3.18% -1.93%     13.68% 

Lemanik Global Strategy Fund: pro forma Class R data - Above performances are gross of any fiscal effect and are based on the last month end 

 
Financial market investors are confirming their total lack 

of interest in the real economy, and now live in a parallel 

universe created by central bank interventions and the 

expectations for the economy’s strong recovery. In order 

to make things appear better than they are, the Trump 

administration has prevented the CDC (Center for 

Disease Control) from giving COVID tests to 

asymptomatic people and has commissioned a private 

company (Tele Tracking Technologies) to publish the 

data on new cases. Thanks to these measures, the rate 

of infection in the United States has magically begun to 

drop. 

As a result, the stock and bond markets move further into 

unexplored terrain untethered from fundamentals, while 

"real money" moves into the foreign exchange and 

precious metals markets, beginning to price in 

macroeconomic scenarios that are decidedly dark for 

the Western economy. The U.S. is busy discussing one 

fiscal stimulus after another in an attempt to avoid the 

next GDP relapse. But it will be difficult to prevent one. 

The recovery of the economy is too compromised by a 

double-digit unemployment rate. Consumption, which 

accounts for about 75% of GDP, is in sharp decline (-12%). 

The poisonous mixture of high unemployment, falling 

consumption and restriction of consumer credit creates 

a rather complicated growth trajectory that is exposed 

to reversals. Next, stir the U.S. election into this brew, 

along   with   the   recent   reduction   of unemployment 

, benefits. The most important sector of the U.S. economy 

(domestic consumption financed by debt) is in deep 

crisis, and no significant recovery is in the cards without a 

recovery in employment and consumer credit which, 

before the crisis, amounted to about $4 trillion (19% of 

GDP). The recent announcement by Capital One 

Financial (the third largest consumer credit business in the 

U.S.) to reduce credit card debt limits confirms the 
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trend towards credit restriction in a context of increasing 

insolvencies. 
 

 

But we all know that consumer credit demand depends 

on employment, and employment depends on the 

circulation of credit in the economy. At the moment 

neither one nor the other seems to be growing, and 

companies do not seem ready to increase investment 

and employment in a context where the only certain 

thing is uncertainty. This is a decidedly dangerous 

scenario for the resilience of a capitalist system built on 

an excess of debt that is no longer repayable without 

support from strong economic growth or reduced by 

inflation. 
 

US bankruptcies dynamics in the last three financial crises. 

Source: Financial Times 

 

The consensus view argues that debt is sustainable at 

current interest rate levels (so sustainable that default 

rates are at an all-time record). But it is one thing to talk 

about sustainability, and another to talk about further 

expansion or repayment of debt, bearing in mind that 

the problem is not public debt but private debt. The more 

private debt in the system, the more complicated it is to 

start over again after a crisis. Since the start of the 

pandemic, interventions to support the financial system 

have caused an explosion in corporate debt aimed at 

saving thousands of companies from default. Now U.S. 

companies are more in debt than ever before. But the 

debt was created not to fund investments; it was used to 

stay solvent. At this point the debt trajectory can have 

three outcomes: 1) to remain at these levels, 2) to fall, or, 

3) to increase further. In case 1) and 2), the economy 

would  be  destined  to  fall  into  recession  because we 

know very well that private debt growth and economic 

growth are closely related. 

 

 

In the third case -- the one favorable to a recovery of the 

growth cycle -- it would be appropriate to ask whether 

debt levels can actually continue to rise, since the 

prospects for the economy and domestic consumption 

do not look so rosy. 

 

 

I therefore believe that the priority of the world’s central 

banks will be to create inflation by all possible means. But 

monetary policy is not an effective tool to produce 

inflation, as the Bank of Japan and the European Central 

Bank know very well. A system overburdened by an 

excess of debt lives in a deflationary context, especially 

if the debt is deployed for financial ends and to provide 

subsidies to people who live from one paycheck to the 

next. If we use debt for leverage, we get inflation on 

financial assets but not in the real economy. If we use 

debt to provide subsidies or to provide consumer credit, 

we build a society without a future, where the profits of 

this mechanism are collected by consumer credit 
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companies (at a 17% interest rate) and those who sell you 

goods and products, while people at the bottom of the 

social pyramid (about 30% of the American population) 

survive with subsidies and by going into debt. People who 

take on debt to consume are subject to a cyclical 

spending limit that depends not on their income but on 

their credit limit (which is currently decreasing). Once this 

limit is reached, consumption slows down and inflation 

vanishes. If, at the same time, those in the financial sector 

and the productive sector enjoy non- existent income tax 

rates, it is easy to understand why this system becomes 

unsustainable. The American capitalist model, based on 

an excessive use of finance and scant attention for the 

real economy, is destined to implode if it does not 

change direction. The profitability of corporate America 

is sustained by low labor costs (wages do not grow), tax 

haven-style tax rates, and consumer credit provided at 

usurious lending margins to support domestic demand. 

The recent wave of technological innovation is also 

producing job losses and compressing real wages. 

However, the recent fiscal and monetary measures 

adopted by the United States only confirm the strategy 

of pursuing this failed growth model at all costs. This will 

inevitably lead to a new economic crisis and social 

instability (which has already begun to manifest itself in 

America). The U.S. Federal Reserve’s recent decision to 

keep rates low even after the economy turns around to 

ensure that an employment recovery will reach even the 

weakest sections of the population and mitigate social 

inequality highlights the total ineptitude of this "caste" of 

central bankers who believe they can solve the world's 

problems with an obsolete monetary policy. So obsolete 

that without the rescue measures, the system would have 

imploded anyway even with rates at zero! Probably the 

Fed has not yet received this chart below, which 

illustrates just how non-existent monetary policy is for a 

wide range of American citizens. 

 

 

To keep the bull market going, you are destroying the 

entire capitalist system with financial repression, which 

serves to channel available resources to the stock 

exchange and not to the real economy. At this point, if 

you want to create inflation, you must take on debt to 

support incomes and investments, and regulate the 

financial system to discourage buy backs and 

encourage real investments. America’s economic policy 

is mainly oriented towards supporting the stock market to 

defend the financial returns of holders of capital. This is 

the reason why the concentration of wealth in the hands 

of a few is accentuated, the stock market disconnects 

from the real economy and then uses consumer credit to 

support unsustainable consumption from real incomes 

that must remain compressed in order not to 

compromise corporate ROE. The unemployment benefits 

provided by the U.S. government have been generous 

only and exclusively to save the lenders (banks and long 

investment funds of credit at risk) exposed to debtors 

who are now unemployed and without income (part of 

the benefits have therefore gone to support the debt 

that was no longer sustainable). The government has 

temporarily replaced the insolvent debtors. But it is 

obvious that the support cannot last. At the moment the 

deflationary risk is therefore still quite high due to the 

ongoing insolvencies in the system. Creating inflation in 

the short term will be quite complicated. 

At this point, however, in order to create inflation, we 

have started to leverage the depreciation of the Dollar, 

whose weakness is a reflationary phenomenon because 

it favors international credit (mainly in Dollars) and, for a 

country that is a net importer like the United States, 

imports inflation. The objective of the Fed is to obtain 

negative real rates without implementing negative 

official rates on the world reserve currency. But it does 

not matter if the official rates on the Dollar will not 

become like those of the Euro or the Yen: what matters 

will be the real rates. 

Paradoxically the U.S. could have more negative real 

rates than the Euro and Yen if it manages to reflate the 

economy with the weak Dollar. This is why the Dollar has 

opened a long-term bear market and why Gold will 

continue to rise. The weak Dollar opens up a whole series 

of reflections on the asset classes that have existed so far 

in a strong Dollar context : 1) The U.S. Treasuries will still be 

bought by the Fed that will implement a strategy very 

similar to that of BOJ; but in my opinion they should be 

sold. 2) The credit sector (Corporates Bonds and HY) will 

be exposed to the success or failure of the reflationist 

strategy. However, in the short term, solvency risk is 

greater than inflation risk, and in any case the prospects 

of large gains on these assets are rather limited. Amid the 

general silence, insolvencies are rising at unprecedented 

rates. 3) Emerging Markets, which in recent years have 

been penalized by the strength of the Dollar, will come 

out winning. There are mainly two reasons that will push 

investment flows towards EM assets (both credit and 

equity.) The first reason is the link to the growth of China 

and the partial decoupling from U.S. demand. The 

second is the phenomenon of carry trade from Dollar 

(with negative real rates) to EM credit in local currency 

(with positive real rates). A switch from the Western 

corporate market (at the end of the bull market) to the 

EM market is therefore expected. 4) Gold is one of the 

best-potential asset classes. We do not know how far we 
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should go in the devaluation of the Dollar to create 

inflation (probably 1.40/1.50 against Euro). Obviously, 

Gold will continue to rise until the Dollar falls and until we 

start to make anti-inflationary policies. 5) The stock 

exchanges of Europe and Japan are vulnerable to the 

weak Dollar, as well as the Russell index (small-cap USA) 

which is dependent on American domestic demand. 

Some businesses are obviously favored by weak Dollars 

but I leave the task of making these choices to stock 

pickers. 

At present, the investment strategy of the Global 

Strategy Fund reflects the macro analysis illustrated 

above. We therefore confirm our short of USD (-22%), 

both against Euro and through Dollar Index, and long of 

Gold (+20%), both on physical and gold mining. We are 

long on EM Equity (Asia only) and China and short Russel 

and DAX, with an overall net short exposure of 10%. We 

have started to reduce our long positions on U.S. 

Treasuries to 10/30 years and we are EM credit buyers. 

 

 

 

 

 

 

 

 

 
Lugano, September 4th 2020 

Maurizio Novelli 

Portfolio Manager Lemanik Global Strategy Fund 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
DISCLAIMER 

 

This document was produced by Lemanik Invest SA. The opinions expressed are those of Lemanik Invest SA as of 

the date of writing and are subject to change. It has been prepared solely for information purposes and the use 

for professional and qualified investors. It does not constitute an offer or an invitation by or on behalf of Lemanik 

Invest SA to any person to buy or sell any security. Any reference to past performance is not necessarily a guide 

to the future. The information and analysis contained in this publication have been compiled or arrived from 

sources believed to be reliable but Lemanik Invest SA does not make any representation as to their accuracy or 

completeness and does not accept liability for any loss arising from the use hereof. Past performance is not a 

guarantee for current or future performance and returns. 
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