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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%        -5.20% 

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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Federal Reserve’s Quantitative Easing policy has turned 

out to be the main driver of the most spectacular 

speculative bubble on financial assets ever seen. It is 

now becoming a potential problem for the markets. As 

the specter of inflation begins to form in the minds of 

traders, everyone is beginning to wonder when the Fed 

will start to remove monetary stimulus as the economy 

accelerates. 

Policy makers keep repeating that inflation is only 

temporary, but no one really knows what the Fed means  

by "temporary": three months, six months, one year…? With 

inflation on the rise, QE is seen as "fueling the fire" that 

accentuates the risks of a structural change in 

inflationary expectations. The Fed’s bond-buying 

scheme had been the main factor supporting risk 

appetite; now it is becoming a problem. In reality, the 

Fed is not able to assess whether inflation is temporary; nor 

is it able to know how long it will last. But it is quite obvious 

that the Fed’s strategy is to create inflation in order to 

devalue a debt that continues to rise relentlessly, given that 

the U.S. government does not seem inclined to finance it 

with an increase in tax revenues. 

Several non-monetary factors beyond the control of 

central banks are driving this trend, which was triggered by 

problems related to the global value chain and a surge 

in costs related to logistics (transportation and delivery 

times). These phenomena can also be considered 

temporary. But the fact remains that at the moment no 

slowdown seems in sight. The increase in production and 

logistics costs occurred when the main economies were 

still partially affected by lockdown, and the post-Covid 

"reopenings" were in their early stages. No one dares 

imagine what will happen when we also have an 

increase in demand coming from a complete 

reopening of the Western economy. But it is clear that 
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the market doubts the Fed’s "bet" on the temporary 

nature of the current inflationary phenomenon. 

So, if the strategy is to create inflation, let's get ready for an 

increase in volatility on all asset classes. 

We’ve already seen some "technical evidence" of this 

phenomenon in recent weeks, but it is likely that this is only 

the beginning of the exit from the low-volatility context 

that has characterized and sustained the financial 

system’s years of high risk. Low volatility and zero rates are a 

primary factor in the formation of another phenomenon 

of prospective instability: leverage. 

Borrowing money to buy anything with a positive yield 

(Leverage Loans, MBS, ABS, Equity etc. etc.), 

accentuates bullish movements, but produces the 

reverse amplified effects when you have to unwind these 

positions. Current leverage to support speculative 

positions on the U.S. financial market is estimated at over 15% 

of GDP, equal to $3 trillion, of which almost $1 trillion is 

attributed to retail investors to purchase shares. 

The systemic risk is therefore so high that, if the Fed's bet that 

inflation is temporary is incorrect, market carnage would 

ensue. We would see a "Bitcoin effect" -- which has caused a 

crash on the cryptocurrency markets -- in other asset classes. 

The recent Stability Report published by the 

U.S. central bank sounds the alarm about excessive risk 

appetite on the markets and in equity valuations. Since 

not even the Fed is able to gauge just how temporary this 

spell of looming inflation will be, calls for caution from all of 

the major policy makers are multiplying. It now seems that 

the goal is to "deflate" or curb the speculative bubble. 

However, historical experience does not seem to confirm 

that financial speculation is inclined to consider 

prudence as a concept that mixes well with risk appetite. 

The SEC’s recent decision in the wake of the Archegos 

case to open a probe into the level of leverage among 

hedge funds has started to make Prime Brokers nervous. I do 

not rule out the possibility that the NASDAQ’s recent 

corrections are also related to a reduction of leverage in 

this speculative segment. Calls for "caution" on 

cryptocurrencies have also never been taken seriously by 

speculators, while the Goldman Sachs index of listed 

technology companies showing large losses on their 

balance sheets has quadrupled in 12 months. 

 

 
 

Let’s return to macro aspect. The problem of inflation is not 

the only element of prospective instability for the 

markets. The Fed is having a great difficulty in trying to 

control two financial variables over which it has never 

historically held any sway: long term interest rates and the 

Dollar. 

Despite constant intervention by the central bank on the 

long end of the curve, which has been accentuated in 

recent weeks, the Treasuries market is still suffering due to sales 

from Asia. Dollar and Treasuries therefore remain a potential 

transmission channel for future instability on the financial 

markets. Over the last 50 years we have had ten major 

financial crises: four of these crises (1974, 1980, 1990, 2020) 

were caused by events that were "external" to market 

dynamics (three oil shocks for geopolitical reasons, and 

one slump due to COVID); three crises were caused by 

speculative excesses (1998 in Asia, an equity bubble in 

2001 and a credit bubble in 2008); and three events were 

due to Dollar crises (1971, 1987, 1994). 

Apart from the crises caused by "external" phenomena, all 

the other crises were caused by the Fed’s own policy 

mistakes. It was reluctant to intervene to curb 

speculative excesses on certain asset classes (Equity and 

Credit), or decided to "stay behind the curve," thereby 

causing a fall in Treasuries and a flight from the Dollar. If 

history teaches us anything, the same problem is 

repeating itself today. Since the Fed never wants to be 

accused of provoking a recession, it will not intervene 

prematurely to remove the stimulus and will decide to 

remain "behind the curve", i.e. well behind in countering 

rising inflation. 
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The current problem is that market dynamics now 

demonstrate the coexistence of three particularly 

pronounced and dangerous phenomena that have only 

occurred twice in history, in 1929 and 1987. In these two 

cases there was a triple problem of speculative bubbles in 

equity, on credit and a fall in the dollar that produced 

devastating effects, while in the other cases (1998, 2001 

and 2008) speculative bubbles only affected either 

equity or only credit (MBS). The simultaneous 

combination of a widespread speculative bubble on 

many asset classes, and the risk of a Dollar crisis, indicates an 

extremely high profile of prospective financial instability. 

To avoid the credit and equity bubble bursting, the Fed 

would need to decide not to remove the liquidity 

injected  into  the  system.  But,  in  a  context  of  rising 

inflation, it appears to have decided to "stay behind the 

curve" -- with all that this entails for the Dollar and 

Treasuries. The concomitant fall in the value of the Dollar 

and U.S. Treasuries would, in a short time, erode the 

speculative bubble on other asset classes. 

Difficult times lie ahead for the Fed, the markets and the 

world economy, with a high risk of "policy mistakes" in a 

context of elevated financial risks in the system. In 

addition to these monetary problems, we must also take 

into account the fact that not everything we are told 

about the recovery corresponds to reality. Many macro 

data appear rather "anomalous" in their positivity, in a 

context where the level of destruction suffered by the 

real economy has not been fully measured. The "V- 

shaped recovery" of the United States leaves 

independent economists somewhat perplexed, due to 

macro data that seem excessively strong in a general 

picture of lingering widespread weakness. In light of 

these analyses, we confirm a decidedly contrarian asset 

allocation compared to the market consensus, which 

continues to bet on a low volatility environment for the 

time being, while the prospects of high instability are 

constantly rising. Our Equity net short positions are now at 45%, 

particularly focused on NASDAQ, SPX and DAX, all indices 

expressing extreme valuations. 

 

 

We are decidedly negative on prospects for the Dollar 

and continue to remain short 20% on the U.S. currency 

both against the Euro and via Dollar Index Futures, 

believing that the Fed has already decided to "stay 

behind the curve." The gold mining sector should 

continue to rise along with Gold, at least until the Fed 

decides to start "tapering," but central banks in Emerging 

Markets have started to buy Gold. We are therefore still 

long on Gold with an overall exposure of 13% (Mining + 

Gold ETF), while on the currency front we maintain long 

positions on NZD and Renminbi, repeatedly weighted at 

around 8%. We remain decidedly positive on the outlook for 

the Asia EM and China asset classes after significant 

upward movements in recent months. However, as 

China has begun to remove some of its monetary and 

fiscal stimulus, we believe these markets are currently in a 

correction phase. We have therefore scaled back our 

long positions in Asia EM/China equity to 5% and are 

maintaining currency exposure in the area to Renminbi 

and NZD. 

What seems to be emerging, after all the interventions to 

avoid a collapse, is that the post-Covid economic 

environment is likely to be less stable and more exposed to 

crisis phenomena than investors are currently 

anticipating. 

 

Lugano, June 4 t h  2021 

Maurizio Novelli 

Portfolio Manager Lemanik Global Strategy Fund 

 

 
 

DISCLAIMER 

 
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 

purposes and the use for professional and qualified investors. It does not constitute an offer or an invitation by or on 

behalf of Lemanik Asset Management 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 Asset Management 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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