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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% 0.82% -3.97% 0.55% 9.91% 
2021 -0.08% -2.12% -2.44% -1.93% 1.30% -3.44% -1.24% -2.44% 2.12%    -9.94% 

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
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
As the international economy enters the beginning of an 
unexpected slowdown, central banks are in a tight spot. 
The context of rising inflation and a slowing economy 
complicates decision making. So, while the debate 
intensifies over when to taper the stimulus, this step is 
difficult to implement if the economy is not performing 
according to the (inflated) expectations "sold" to the 
financial markets. The Fed then makes announcements 
of "tapering" which, if it moves forward, will be a bit of a 
gamble. We have entered the thirteenth year of 
expansionary monetary policies, and the U.S. began its 
expansionary fiscal policies as early as 2018. Throughout 
this period of extraordinary support, the historical 
average growth of the U.S. economy has been about 
2%. So, if all goes well, after the 2021 GDP rebound, we 
will be back to our previous rates of growth.  
The question is whether 2% growth will now be sufficient 
over time to support all the debt that America has 
created in the meantime, and whether financial 
markets’ future profit forecasts are overshooting on 
growth. In fact, it will be very difficult to deviate from the 
trend of potential growth. To do so, more leverage (i.e. 
debt) must continue to be introduced into the financial 
system until, in the next recession, these borrowers will 
default. 
It must be emphasized that -- even if they cannot say so 
-- central bankers are currently very worried about the 
speculative bubbles they have created. They know very 
well that they have made huge mistakes in monetary 
policy. All the debate about "temporary" inflation 
actually hides the fear of having to change a monetary 
policy that’s main use is to "shore up" the Wall Street 
bubble. In particular, it was under Janet Yellen's 
mandate and in the second part of former ECB 
Chairman Mario Draghi's term that expansive strategies 
were pursued that were no longer compatible with the 
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economic framework of the time. The economy could 
very well do without QE, given that we had a long cycle 
of economic expansion -- even if not a particularly strong 
one.  
This monetary policy has accentuated the speculative 
component of financial markets as never before, and 
began to affect all monetary policy choices some time 
ago: "if you do not continue with expansive policies, I will 
make everything collapse.” By pursuing this direction to 
the bitter end, we have now built a system based on a 
quantity of leverage vulnerable to the slightest removal 
of stimulus, and even to a mere economic slowdown. This 
vulnerability holds monetary policies hostage to the 
markets, thereby exposing the system to colossal 
financial instability in the future.  
This was proved in late 2018, when Federal Reserve 
Chairman Jerome Powell, faced with U.S. President 
Donald Trump's fiscal stimulus, tried to reduce stimulus to 
take back some leeway. But the Fed was immediately 
accused by Trump and Wall Street of undermining the 
stability of the system. In just a few months, the interbank 
market immediately came under pressure and 
repurchase agreements or “repo” operations were hit by 
a huge liquidity crisis that, in particular, affected the REIT 
and the commercial real estate sector, which -- as is well 
known – survives only on leverage.  
In the same period, some investment funds began to 
report problems of leverage and illiquidity in their 
portfolios, incurring huge losses, and blocked 
redemptions despite a perennially rising market. In fact, 
the fund system has replaced the banking system in the 
purchase of securitizations and other speculative 
investments forbidden to banks after 2008. Today the 
system's risk is therefore in the hands of private investors. 
This is another reason why the system's risk level is at an 
all-time high, since the hunt for yield has made it possible 
to find a buyer for anything.  
During the crisis triggered by the pandemic, the Fed 
therefore had to intervene even in market segments that 
were "anomalous" for a central bank (such as corporate 
bonds, leverage loans, high yields, etc.). This in turn 
highlights the system’s vast exposure to risk. In fact, during 
any phase of market decline, when sellers are unable to 
find buyers because there is no longer liquidity to exit the 
market but only to enter it, everything implodes at the 
speed of light, triggering a credit crunch in a short time. 
At this point many investors are asking me, “What events 
could turn the sort of market we have now into a bear 
market?” Recently Peter Schiff, a well-known American 
fund manager, said: "If (the Fed) raises rates now, it will 
create a financial crisis. If it waits until later, it will create 
an even bigger crisis". 
This sentence sums up very well what I have just 
described: namely, that central banks are now 
"condemned" to wait for the explosion of speculative 
bubbles they have created, since none of them (the Fed, 
ECB, BOJ and BOE) can now take the responsibility for 
"popping" the bubbles with interest rates or with the 

removal of stimuli. The next financial crisis, whatever the 
trigger, will be characterized by: 
• Inability to liquidate outstanding positions for a long 

time (from “buy on dip” to “sell on rally”); 
• Freezing of redemptions and exit gates from many 

funds and ETFs;  
• Massive restructuring of private debt and, in some 

cases, of public debt; 
• Revision of Bretton Wood arrangements for a new 

world currency order; 
• Heavy regulation of financial markets and 

intermediaries (from deregulation to regulation). 
 
A closer analysis of these points leads us to the following 
hypotheses:  
 
1) The inability to liquidate positions has now become an 
obvious feature even in non-systemic events involving a 
normal switch to “risk off.” However, these episodes have 
-- so far -- only lasted a short time. The lack of liquidity puts 
such pressure on prices that any stop-loss mechanism is 
wiped out, leaving an investor to choose between selling 
at bargain prices or staying invested while waiting for 
better times. We operate in a market where liquidity exists 
only when you want to buy, but not when you have to 
sell. I said "have to" and not "when you want” to sell 
because today we have over $1 trillion of margin loans 
outstanding to buy stocks in the U.S. market alone. If a 
margin call is triggered, all the securities backing those 
loans must be liquidated at any price, and brokers can 
be exposed to credit risk from customers who cannot 
cover their losses. The margin calls that had crippled U.S. 
online broker Robinhood's platform are just one example, 
and are an event that happened in a rising market (!). 
During this bullish phase, the search for yield leads almost 
all investors to accumulate positions on illiquid 
instruments. The percentage of capital invested in illiquid 
assets is now at an all-time high, particularly in the credit 
segment. Without the possibility to liquidate positions in 
the event of a crisis, the credit risk for the investor is 
accentuated, because he or she remains frozen by the 
financial fate of the issuer until the maturity of the loan 
(or its probable restructuring). Therefore, when 
calculating credit risk, you should include the assumption 
that your positions will last for the entire maturity of the 
loan, since you cannot sell in the event of adverse 
events. 
 
2) We have already seen numerous cases when 
redemptions were suspended, side pockets, and 
liquidation of investment funds. All this recently 
happened in a bull market, making it quite easy to 
imagine what could happen in a real bear market. A 
possible freeze of assets "due to difficult market 
conditions" is already outlined in all fund prospectuses, 
but the problem is not the freeze itself, but its potential 
extent. As long as the impact is circumscribed to a few 
operators, the systemic damage can be contained, but 
if the size of the phenomenon were to be rather large, 
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there is a risk of extending the pressure to investors who 
don’t need to (“I sell what I can sell”). This is the 
underlying dynamic of a "credit crunch." Given that 
investment funds are now the “shadow banking” 
segment that provide the greatest liquidity to the 
economic and financial system, any liquidity blockage in 
this segment of the market produces a knock-on effect 
on credit and a liquidity crisis in the entire financial 
system. The "soft underbelly" of the market today is not 
the banking system, but rather the entire “shadow 
banking” sector -- which is not as regulated as one would 
have us believe. Notwithstanding all the possible steps 
that monetary authorities can make to restore the 
liquidity of this sector, what also counts is the potential 
reputational damage suffered by the "funds system" and 
the consequences on future capital flows towards this 
financing channel, with tangible and lasting 
consequences on the real economy. 
 
3) The next financial crisis will involve the restructuring of 
significant amounts of private and public debt (the 
Evergrande case is just "one of the tips" of the iceberg). 
After the 2008 crisis, the monetary authorities 
implemented numerous regulations to manage defaults. 
Therefore, a large part of the debt outstanding today no 
longer enjoys certain legal protections that guaranteed 
the creditor before 2008. Debt can go into default even 
if rates on it are at zero. The problem no longer simply lies 
in the low cost of carrying debt, but whether the debtor 
is able to repay the principal. Significant portions of 
private debt will be converted to equity; others will 
undergo restructuring (default and extension of 
maturities); others will go into total default. As far as 
public debt is concerned -- now mainly held by central 
banks -- the problem should not concern the United 
States, Japan and Germany. However, many countries 
are already in difficult sustainability situations and in the 
event of a crisis, the situation could precipitate in a short 
time. Large-scale debt restructuring has two important 
macroeconomic effects: a) in the pre-restructuring 
phase, the economy undergoes deflationary pressure 
that could result in rates for solvent creditors tumbling to 
significant negative levels (-3%, -4%), b) in the subsequent 
post-restructuring phase, the economy, freed from 
excess debt, enters an inflationary phase, with significant 
recovery rates and upward trends in the prices of real 
assets (Real Estate, Gold and, only later, Equity). If some 
of the debt is converted to equity, the supply of equity 
on the market will rise just as investors reduce demand. I 
believe that a truly sustainable restart of a new 
economic cycle is only possible through a reset of the 
system which, obviously, will occur with significant losses. 
After these events, monetary policies today aimed at 
supporting only financial speculation will regain real 
meaning and effectiveness and credit/capital will once 
again be remunerated. 
 
4) The role of the Dollar will be reduced by the 
introduction of a "currency basket" where world currency 

reserves will be diversified. This basket is likely to be 
composed of Dollar, Euro, Yen and Chinese Renminbi. At 
that point America will lose its ability to run up endless 
debt and will have to scale back leverage and debt-
based growth. While it now enjoys the privileged status of 
U.S. debt being a currency reserve for the world, it will 
later have to share this privilege with other countries, 
effectively limiting its ability to borrow indefinitely as it 
does now. Growth will be lower, but more sustainable 
and solid than it is now. It must be stressed that the 
central bank system has already begun to prepare for 
this change. The share of Dollars in the stock of world 
currency reserves has been gradually and inexorably 
decreasing for about three to four years, from 80% to the 
current 65%. This trend confirms that the international 
monetary system is preparing for these events. China's 
entry into the reserve currency system will impart a shift in 
the distribution of investment capital flows worldwide, 
which will be predominantly directed towards Asia and 
less towards the United States. Obviously, all this can be 
hindered by America through a "frontal attack" on the 
Chinese economy with sanctions and duties (a process 
already partially underway), in a policy that would seek 
to prevent the Chinese economy and its financial market 
from becoming a threat to U.S. supremacy. However, the 
consequent crisis would be perhaps even worse, and 
could lead to the fragmentation of the world economy 
into "areas of influence." Technological systems would 
become incompatible with each other, and there would 
be a brake on the movement of capital between one 
area and another, and an interruption of the process of 
globalization. Henry Kissinger has recently stated that if 
the United States does not accept the irreversible rise of 
China, there will be a severe world crisis with the risk of a 
military confrontation over Taiwan. It is clear that for five 
years now America seems to have decided not to 
accept China as a competitor and has initiated 
measures that herald further deterioration of the 
geopolitical picture. However, it will be difficult to restrain 
China without having major global repercussions for the 
world economy. Whatever happens, the Dollar will still 
pay the bill for the economic and financial policies 
currently underway and will be subject to strong pressure. 
The creation of a new currency order through a "basket" 
of currencies will pose the problem of exchange rate 
valuations from which to start, given that nobody wants 
to revalue against the Dollar. However, it is clear that the 
imbalances accumulated by the United States (foreign 
debt, current account deficit, trade deficit and domestic 
debt) cannot remain in place for long. Everyone will be 
forced to accept a revaluation and therefore a 
significant devaluation of the Dollar. Asia could be the 
area destined to revalue the most and the Chinese Yuan 
would bear the greatest burden, putting an end to trade 
wars and starting a phase of détente between the two 
major economies of the planet. Emerging market assets 
will therefore be the next target of international capital 
flows and the next bull market, after the crisis, will take 
place in that area; 
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5) It is now clear that after the crisis of 2008, all the plans 
to regulate the financial system have remained on paper 
(thanks to the Wall Street lobby) and the deregulation of 
the American financial system has never been so 
pronounced. The Financial Stability Board is practically 
useless; the SEC chases speculators running wild on 
Robinhood and in cryptocurrencies without any results; 
share buybacks continue unabated without limits; insider 
trading is no longer easily prosecutable; and central 
banks are now limited to the role of supporting financial 
speculation and leverage in the system. The recent news 
about trading activities on the markets by certain Fed 
members has not led to sanctions, simply because there 
is no rule prohibiting it. The coming crisis will have 
profound repercussions on the current (non-existent) 
market rules that are unable to guarantee the 
transparency, liquidity and stability of the system. It is 
quite likely that we will move from formal over-regulation 
(like now) to over-regulation of substance. We all know 
that compliance for intermediaries has increased, but 
the financial system is still out of control. In fact, someone 
should explain how is it possible that we have seen 
multiple crises involving investment funds and 
intermediaries in a bull market, in the face of increased 
regulation. In short, your fund can blow up, but the 
important thing is that you are regulated but not 
supervised. I believe that the next crisis will lead to a 
distancing from the current generation of central 
bankers who are so highly regarded today as "saviors" of 
the system, but who actually create instability and 
potential systemic crises. This will certainly have 
consequences for the financial deregulation that 
supports the current bull market. We need a more liquid, 
more transparent market, less suitable for speculators 
and more suitable for investors. That is why it is very likely 
that we will see a Tobin Tax, or some sort of tax on 
financial transactions to try to curb trading activity and 
favor investors. Not all of what I have indicated above 
could happen, but it is certain that the current 
deregulation will not last. Nor will a monetary policy now 
aimed only at supporting speculative activity that is of 
little use to the real economy. The probability that the 
Biden administration can initiate real reforms to correct 
the current system is quite low. Only a crisis (inevitable) 
will force the need for change. If we analyze the current 
U.S. economic model in depth, we realize that the 
private enterprise system is absorbing resources from the 
public sector to sustain itself. This is a capitalism 
supported by the state and by public finances. About 
one quarter of the American population is subsidized by 
state aid to compensate for insufficient income 
(subsidies to pay rents, energy bills, food stamps, etc.). 
The percentage of subsidies on disposable income is 
currently around 35% and weighs on the state budget for 
about 25% of total public spending. 
 
 
 
 

 
With such aid, an increasingly higher segment of the 
population is able to pay the installments to purchase 
goods and services produced by Corporate America. 
Twenty percent of domestic consumption was supported 
by consumer credit before the pandemic. Now 
government subsidies have intervened to support 
consumption because consumer credit halted with the 
crisis (this is why the Biden administration launches one 
fiscal stimulus after another). Corporate America, 
however, continues to pay low real wages (Biden's 
proposal to raise the minimum wage did not pass) and 
low taxes on corporate profits to remain competitive. 
Large corporations enjoy very low tax rates (effective tax 
rate 1.5%) and access to credit at negative real rates 
through the financial market. Private citizens access 
consumer credit at an average rate of 17% and 
mortgage rates are around 4%, while real wages remain 
stagnant. The spread between raising money and using 
it sustains the large banking and financial system which, 
in turn, finances the leverage of private equity and 
cheap cash for Wall Street. 
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Listed companies make profits from consumption 
supported by consumer credit (and now by government 
subsidies) and employ over 50% of those profits in buying 
back their own shares, investing increasingly less in the 
economy and increasingly more in supporting their own 
stock price.                                                             
Despite this leverage, the economy suffers from growth 
that is now too low (about 2% in the last twenty years) to 
sustain such a mechanism. Therefore, the government is 
forced to provide fiscal stimulus to sustain growth that is 
beyond the economy’s true potential, filling the gap left 
by private companies created by investing their 
accumulated profits into buybacks instead of in the real 
economy. So public debt rises, but also private-sector 
debt rises accordingly: corporate borrowing rises to 
leverage this model of growth, and individual borrowing 
rises to fund consumption unattainable with real 
incomes. 
 

 
But the more the growth rate of the economy flattens 
out, the more the system needs to increase leverage to 
sustain growth, consumption and, in turn, the profits of 
listed companies. This is why the debt needed to 
produce one point of GDP rises exponentially (before the 
crisis it was $4 debt to produce $1 GDP, while today it is 
$8). Since domestic savings to finance this mechanism 
are non-existent, foreign savings are used (Japan, China 
and Europe). But even that is no longer sufficient, and 
now the Fed is called upon to add to the system's 
finances by printing money (QE has been underway 
since 2008). The financial markets believe that since the 
Fed has unlimited resources to finance this mechanism, 
this model of economic development (if it can be called 
that) can continue indefinitely. But despite the fact that 
the Fed is now involved in the mechanism to support 
public finances -- which in turn supports the private 
sector with the transfer of resources in the way I have just 
described -- the system is already partially in default. In 
fact, the moratoria on the payment of instalments on 
rents, student loans, consumer credit, mortgages etc. 
show that the model is already in crisis.  
 
 
 

At this point, at the next failure of the cycle, the 
insolvencies "buffered" for now with moratoria and state 
aid will emerge, triggering a debt crisis. The largest banks 
in the U.S. banks are already showing a sharp drop in the 
demand for loans to the economy, and on the Reverse 
Repo market there is over $1.2 trillion of excess liquidity 
that cannot be used in the real economy or on the 
financial markets. 

 
This sign indicates that the "liquidity trap" is now 
complete. The Fed was asked to support the mechanism 
debt-consumption-growth and profits, but evidently the 
mechanism has jammed, since the liquidity injected is no 
longer used like it was before.  The horse has been led to 
water, but he won’t drink. If liquidity is no longer 
absorbed to generate more debt like it had been 
previously, it means that those who are in debt do not 
want or cannot borrow any further. Clearly, if this 
happens, the whole growth model described -- based on 
the exponential growth of public and private debt to 
finance consumption, growth and profits – grinds to a 
halt. It's pretty hard to be as bullish as the “consensus 
view” when faced with a system that works this way, and 
one that is showing some very deep structural cracks. 
There is a fundamental difference between what the 
"consensus" believes and what it actually knows about 
the economy and the financial system. Bull markets tend 
to end when this gap between "believing" and "knowing" 
how things really are closes. This is precisely why crises 
occur -- for having believed in things that are not 
sustainable over time. In light of what we "know" about 
the ephemeral foundations underpinning this bull 
market, we can only confirm a totally contrarian asset 
allocation with respect to the "belief" of the market 
consensus.  Our goal is to try to maintain a portfolio 
capable of producing a complete de-correlation in the 
event of highly probable negative events --  or, worse, of 
a trend reversal, due to the inherent unsustainability of 
the current "growth model" that the pandemic has now 
made even more unsustainable.   
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This document was produced by Lemanik Asset Management. The opinions expressed are those of Lemanik Asset 
Management as of the date of writing and are subject to change. It has been prepared solely for information 
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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 Asset Management does not 
make any representation as to their accuracy or completeness and does not accept liability for any loss arising 
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