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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%      15.92% 

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 

 

The recovery of the international economy is by no 

means guaranteed, despite the powerful fiscal and 

monetary stimulus provided in recent months. In my view, 

the real economy’s contraction from the Covid-19 

lockdown is currently about 30%-40% compared to pre- 

crisis levels. 

The destruction of macro data has been so damaging 

that it is currently quite difficult to assess the reliability of 

the most recently published figures. It is clear that the 

contraction cycle has been interrupted; it is not possible 

to understand the extent of the recovery that is now 

underway. Economists are arguing with the statistical 

offices of the various governments about the accuracy 

of the data, and it is clear that the recent publications 

are somewhat inflated, and aimed at instilling courage 

and supporting expectations. The most striking case 

concerns U.S. unemployed which, although the 

government's Labor Department claims are about 17 

million, some independent analysis by macro economists 

put it at 32 million (almost double that). 

The total unreliability of the data makes it quite difficult 

to quantify the effectiveness of the stimuli implemented, 

although it is now clear that lawmakers in the United 

States are about to approve further fiscal stimuli of about 

$3 trillion (another 15% of GDP), because they realize that 

"Main Street" has not benefited from these measures as 

much as "Wall Street" has. As usual, finance has 

"vacuumed   up"   the   bulk   of   monetary   and   fiscal 

, intervention.   But   we   are   now   faced   with financial 

markets that are totally disconnected from the real 

economy, and with the obvious risk that this situation is 

untenable. The most realistic forecasts, which are 

obviously not the ones you find on Wall Street, call for a 

slow economic recovery exposed to continuous 

stumbles, despite the first three months of apparent 

strong recovery after the lockdown. 

Maurizio Novelli 

Portfolio Manager Lemanik 

Global Strategy Fund 
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We will continue to depend on QE and fiscal stimulus to 

support the economy, just as Japan has done for years. 

Fiscal stimulus will remain the only driver of growth for the 

near future. When these measures taper off, you will see 

a relapse of the cycle; when they are restored, you will 

have a recovery – exactly like Japan after the bursting of 

the debt bubble and the start of the balance sheet 

recession. The QE implemented by central banks -- the 

U.S. Federal Reserve in particular -- was aimed at 

supporting venture capital and financial assets. QE has 

transformed monetary policy from an instrument to 

stimulate credit and growth into a mere instrument to 

protect the Western capital and savings stored in 

financial assets that no longer reflect the real value of the 

underlying economy. 

Monetary policy is now aimed mostly at protecting the 

capital invested in the system (just like Japan), but 

without ensuring that this goal can produce an effective 

return on the invested capital in the future. 

From this point of view, financial markets – defined as the 

natural meeting place between supply and demand of 

financial instruments to set a value (a price) -- are 

finished. This value is now set by external forces (the 

central banks) in order to avoid that markets themselves 

continue to set accurate asset prices and interest rates, 

which could produce a huge repricing of value for 

financial assets that are no longer supported by 

fundamentals. The speed of the economy’s recovery will 

be conditioned by a rising number of insolvencies and 

debt restructurings which, given the colossal level of 

private debt in the system, will be much higher than the 

levels of the past. “Financial repression" will continue to 

play a predominant role in Western markets and will 

negatively affect the return on investment. There will be 

less "market," more taxation everywhere and constant 

state intervention to support "too big to fail" companies. 

State intervention in the economy will reach levels not 

seen since the post-war period. 

This type of intervention will affect business profitability in 

different ways. We will see less competition, more public 

capital invested, lower dividends and fewer buy backs, 

with clear implications for Return on Equity and Earnings 

per Share. The QE in place in the United States will affect 

the credit market in several ways: companies covered 

by "federal protection" plans will receive credit from the 

system through public guarantees, but those excluded 

will be exposed to a potential credit crunch. In fact, 

banks and investment funds will be induced to ask for 

"government protected" loans to reduce portfolio risks in 

a system where credit risks will generally remain very high 

for a long time. 

The recent massive contraction in consumer credit in the 

United States confirms this trend and does not support an 

outlook for recovery in consumption at the same speed 

we’ve seen in the past. All companies exposed to the 

market and not protected by public guarantees will be 

forced to deleverage (by cutting costs, workforce and 

investments), with obvious consequences for the real 

economy. The U.S. market currently has $6 trillion of 

"speculative" bonds and $10 trillion in bank credit not 

covered by government guarantees. 

I believe that the real impact of the crisis will be felt when 

the credit market starts pricing in the expected default 

rates for a whole series of assets and loans not protected 

by the recently implemented measures. At the moment 

we know that we are on "stand by" because of the 

moratorium on mortgage payments, credit cards, car 

loans, student loans, rents, etc. that took effect in the 

United States in April. When this moratorium is lifted, the 

curtain will be pulled back on the system’s true solvency. 

The massive amount of liquidity injected, in this case, will 

not be enough to prevent insolvencies because this 

liquidity will be mainly in search of "safe haven assets." 

In the meantime, the geopolitical clash between China 

and the United States intensifies, with obvious 

implications for the recovery of global investments and 

the push for a general revision of the Global Value Chain. 

The Chinese economy is therefore preparing to face the 

end of its predominantly export-based growth and is 

aiming to step up the pace of reforms in the financial 

sector to open the market to foreign investors. A possible 

financial war is looming on the horizon, in addition to the 

trade war, between China and the United States. 

America has recently passed a bill to stop the exchange 

of financial information with the Chinese authorities for 

the supervision of Chinese companies listed on Wall 

Street. For industry insiders, this is the first step in a drive to 

delist Chinese companies from U.S. financial markets. 

The Chinese, for their part, are pushing for greater 

integration of the Hong Kong marketplace with the 

domestic financial system and are aiming for a free trade 

agreement with the major economies of Asia. Trump's 

United States, on the other hand, is aiming at a reduction 

of the trade deficit but it has always been America’s real 

weapon of economic, financial and geopolitical 

domination in Asia. 

In fact, American imports have been one of the main 

factors making the Dollar a reserve currency in Asia. Asia 

holds the main currency reserves in the world (obviously 

in Dollars) and a possible introduction of the Renminbi as 

a currency of exchange in trade between China and 

Asian countries poses a serious threat to the Dollar in the 

region. China today accounts for about 40% of trade 

with all Asian countries. 

However, it is inevitable that this will happen, although 

every possible action will be taken to hinder this 

irreversible trend. If Asia reduces its reserves in Dollars 

there will be lower investment flows into Treasuries, and 

the Fed would be forced to increase the purchase of 

Treasury bonds by printing even more money than it is 

doing now. Obviously, all this does not favor the Dollar, 

which already seems to be heading towards weaker 

territory, at the moment caused by the fact that Europe 

has decided to move forward with plans for the long- 

awaited Eurobonds and therefore to strengthen the 

Eurozone's resilience. Another supporting factor for the 

Dollar, the risk of a break-up of the Euro, has now 

dissolved and the Eurozone's triple A issues (about €1.7 
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trillion) will be a strong competitor for U.S. Treasuries for 

those investment flows to America which, until now, have 

been a key factor in financing U.S. leverage. In this 

regard, the Fed has recently eased banking regulations 

to allow big banks to exclude Treasuries from their 

supplementary leverage ratio. 

At  this point there are no longer limits for the amount of 

U.S. government bonds that U.S. banks can hold. This 

event confirms what I had expected as a result of this 

crisis: U.S. debt monetization, weak dollar and strong 

global competition to try to attract the world's capital 

that until now had poured mainly on US assets. In a world 

where the problem is debt financing, everyone now 

competes to attract the capital needed to finance it. 

Those who have no domestic savings have to print 

money more than others (namely, the United States). 

America risks losing out in this sort of a global competition 

right now, since its debt is at a peak and without 

domestic savings to sustain it -- savings that the Chinese, 

Japanese and Europeans have instead. The United 

States has probably reached the "turning point" of the 

leveraged growth trend. I therefore expect the Dollar to 

slide towards the €1.20/1.22 area by the end of this year 

but, in view of the events mentioned, I expect a target of 

€1.45/1.50 within the next two years. If anyone is surprised 

by the strength of Gold in a context market euphoria, 

they should be asking themselves some questions........... 

As far as American assets are concerned, I repeat what 

I have already had the opportunity to stress in previous 

notes: I am not particularly attracted to financial 

instruments that "hold up" only thanks to the Quantitative 

Easing by central banks. I believe that real investment 

opportunities depend on the real economy, potential 

consumption and real investment growth, and that these 

prospects are now much more promising in Asia than 

elsewhere. Never before have there been so many 

opportunities to choose from when allocating 

investments to take advantage of future trends. Even 

though the consensus view is that those who do not favor 

the usual indices (Nasdaq, SPX and Russell) are 

"pessimistic," it is not necessarily the case that the best 

deals are found where everyone thinks to look. If many 

investors knew how the balance sheets of U.S. listed 

companies are actually put together, they would 

probably flee those markets en masse. In this regard, I 

think it is particularly useful to read the article that 

appeared in the Financial Times on 26 July entitled "We 

are in the golden age of fraud." 

As for the enormous mass of debt currently circulating in 

the Western financial system, I believe that solving the 

problem will require a long restructuring process that will 

crimp economic growth in the most advanced countries, 

and will produce an environment that is more 

dependent on fiscal policy (shifting back and forth from 

expansive or restrictive) and less on private investment 

and consumption financed by leverage. To solve the 

problem of this debt, part of the private debt must be 

converted into equity and the public debt consolidated 

into the balance sheet of central banks (as Japan has 

already done). Only after this process will Western 

economies resume a more balanced growth path, and 

become less dependent only on debt necessary to 

sustain an inflated demand. During this phase of debt 

consolidation and restructuring, emerging economies 

will begin decoupling from U.S. consumption (excessively 

credit-dependent), and will pursue an economic model 

more focused on China and regional trade. 

This new trend in the global economy is only just 

beginning, and will transform the world's economic and 

geopolitical balances. Central banks (Fed, ECB and BOJ) 

will continue to support financial assets to avoid the 

meltdown of savings and capital accumulated by 

Western capitalist economies, but the entire financial 

system now seems to be oriented towards a "Japan-style" 

approach, with low returns on invested capital and zero 

interest rates everywhere. 

 

 

 

 
Lugano, August 7th 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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