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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% -0.69%    12.90% 

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 
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Fears for a second wave of contagion in Europe are 

growing. Meanwhile, the electoral debate in the United 

States is in full swing, and markets are beginning to be 

spooked by complications for what has looked an 

economic recovery they have already priced in. I still 

think that people don’t fully comprehend the impact on 

the real economy, and the mainstream is too busy 

looking at how many vaccines will be available and 

trying to predict who will win the elections in America. 

Frankly, I believe that the looming arrival of vaccines 

cannot completely restore the solvency of a system that 

has been dealt a body blow by this pandemic. The next 

president in the U.S., whomever he may be, will be forced 

to manage an economic crisis with little room to 

maneuver. COVID-19 has simply overwhelmed the 

economic model of the United States. This model is now 

too exposed to leverage and is vulnerable to the 

oversized weight of finance in the economy, where the 

real economy enables finance and not vice versa. The 

top 20 technology companies account for 45% of the 

SPX index and are worth 15% of world GDP. This is the 

largest concentration of wealth and risk in portfolio 

allocation in economic history. The amount of 

speculative credit circulating in the American economy 

now reaches 30% of GDP (bank loans, CMBS, leverage 

loans, high yield and subprime). Corporate bonds rated 

BBB now account for 40% of the corporate market, but 

50% of these bonds are now in the "negative outlook" 

category, and risk being downgraded into the high yield 

category. 

Obviously, the CEOs of these companies are more 

committed than ever to defending their debt rating at all 

costs. Achieving this goal requires debt and cost-cutting 

steps that are certainly not positive for the growth of the 

economy. Monetary and fiscal measures have allowed 

many companies to refinance and accumulate as much 

liquidity as possible in a bid to remain solvent. However, I 
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disagree with the consensus view that this liquidity will be 

a powerful fuel for economic recovery, given that the 

entire corporate sector has positioned itself in "survival 

mode.” Its goal is not to spend this liquidity. Its goal is to 

survive the crisis. 

The truth is that all the financial interventions made so far 

have served to avoid the system’s default, and this 

liquidity is therefore not available for investments in the 

real economy. It is now becoming increasingly evident 

that COVID-19 has pushed the United States into a sort of 

"Japanization," where the private sector must reduce its 

debt to remain solvent, and the public sector must 

increase it to offset the economic impact of 

deleveraging. Despite the size of the interventions, the 

amount of defaults is rising quickly and the number of 

companies that have already declared bankruptcy has 

surpassed levels of 2001 and 2008. We know, however, 

that the purpose of these interventions is to ensure that 

insolvencies are diluted as much as possible over time – 

which is exactly what happened in Japan after the crisis 

of the 1990s, and is contrary to U.S. policy in previous 

crises. The U.S. system has always been characterized by 

how quickly it moves to take losses in order to start over 

again immediately. But this time the size of the losses is so 

large that it is not possible to digest them in a short time. 

Unlike crises of the past, the pandemic has not affected 

a single sector of the economy (like technology or real 

estate, to name recent bubbles) but has impacted the 

entire economic and financial structure across the 

board, making the damage so extensive that it cannot 

be worked out in a short time. The damage is not limited 

to a single sector of the economy that, once it recovers, 

brings the others with it. This crisis has affected the entire 

economy. It is obvious that this precludes a rapid 

recovery based on letting weaker companies collapse 

to "clean up" the system. Instead, it is likely that the world 

economy is vulnerable to a series of frequent and 

repeated relapses as soon as even part of the fiscal 

crutch is removed. This is what has happened in Japan 

and this is probably the fate of the overall economy in 

the coming years, since the entire system has become 

extremely dependent on fiscal stimulus. 

 
 

 

 
(Correlation between fiscal policy and economic growth in 

Japan          after          the          crisis          of          the      1990s) 

 
 

Therefore, I believe that the main risk is a repeated 

"double dip." I disagree with forecasts that predict a 

strong, uninterrupted and linear recovery through to the 

end of 2021, when we should smoothly return to GDP 

levels of 2019. I believe that the impact of the crisis will 

therefore, as far as possible, be spread out over time and 

will probably last much longer than projections envision 

today. In the meantime, the stars have lined up to pose 

other problems as well. The geopolitical context is 

constantly deteriorating. The process of de-globalization 

risks accelerating due to the clash between the U.S. and 

China on trade and technology. America, however, 

faces a geopolitical conflict in a position of economic 

weakness for the first time, which risks compromising the 

economic-financial architecture of Bretton Woods. The 

strength of the U.S. economy is what has always allowed 

it to succeed in historical confrontations with Germany 

and Japan in 1940, and with the Soviet Union in the late 

1980s. Today the economic situation is very different. The 

American economy has an external deficit of 60% of 

GDP (while back then it was in surplus), and the debt is 

used to finance growth is held mainly by Asia – an area 

where the main global competitor of the U.S. is achieving 

an undisputed primacy. 

 
 

 

(US public debt growth: The percentage held by foreign 

investors has been steadily decreasing since 2016) 
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China and Japan hold 40% of the currency reserves in 

Dollars. But Japan, which is an ally of the United States, 

now has more trade with China (20%) than with the U.S.A. 

(15%). If China -- as sooner or later will happen – begins 

to use the Renminbi in trade with Asia, the role of the 

Dollar will inevitably decrease in currency reserves 

baskets, and China’s allocation will rise. Although the role 

of the Dollar will still remain prevalent, it is certain that 

China is preparing to become a strong competitor on 

capital markets, attracting a portion of those flows that 

today are mainly invested only in the Dollar. 

For this reason, it is very likely we have seen the peak of 

the long trend of increasingly heightened leverage, 

which has characterized the growth cycles of the U.S. 

economy since 1980 to date. In the last 5 years, debt in 

the U.S. system has grown at a rate of 14% per year while 

in Europe or Japan it grew at around 5% -- so almost three 

times faster than in the rest of the Western world. 

Obviously, this rate of leverage expansion has allowed 

the U.S. economy to grow more than other countries, but 

with a series of rather costly and devastating financial 

crises (2001, 2008 and 2020). This growth model has 

clearly shown its vulnerabilities, because with each crisis 

the losses are increasingly large and so are the financial 

interventions required. 

The co-existence of high debt in the U.S. system, and the 

need to reduce it when the Renminbi becomes a 

convertible currency, exposes the U.S. economic system 

to a loss of capital flows that can only be offset by the 

Federal Reserve’s Quantitative Easing. But the more the 

Fed prints money to prop up the national debt, the more 

the dollar is exposed to depreciation in the markets. 

That’s why the “stars are aligned” in a challenging way 

right now for the Bretton Woods system. We cannot rule 

out the possibility that this crisis may lead to a partial 

reorganization of global balances, with obvious 

repercussions on capital flows and the model of 

capitalism that has characterized the last twenty years. 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Lugano, October 09th 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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