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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% -3.68% -0.26%  -13.48% 

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

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

If we take a step back from the daily news flow and look 

at the dynamics of the last two years, starting at the end 

of 2019, we can get a clearer picture of what to expect 

going forward. 

We are all fixated on monetary policies, but in reality, the 

real risk always comes from the real economy. The 

pandemic crisis overshadowed everything we knew 

about what was already happening in the economy by 

the end of 2019, with America in a sharp slowdown after 

Trump's tax plan and Europe in recession. The emergency 

of 2020 generated colossal fiscal and monetary 

interventions that temporarily papered over the 

structural problems that were already in plain sight in late 

2019, making us believe that these issues had been 

solved and that we are now on the brink of a new, long-

lasting expansionary cycle.  

But if we take a closer look at the credit patterns that 

have supported the various expansionary cycles of the 

economy since 1995, we will discover key points that 

shed light on where we actually stand now. Credit 

patterns are crucial, because since 2000 the current 

economic growth model has relied so markedly on debt. 

At the peak of the US economy’s massive expansionary 

cycle of 1994-2000, the country’s economic and 

financial system had accumulated a stock of debt (both 

private and public) with an interest cost of 23% of GDP, 

without including amortization. The peak was followed 

by the 2001/2002 crisis. The recovery of 2003-2007 was 

based on real estate investments, which triggered a new 

phase of explosive growth of debt. At the peak of the 

cycle (summer of 2007), the cost of public and private 

debt in terms of US GDP once again rose over the 20% 

threshold, and a few months later a slowdown began 

which led to a crisis in the real estate sector and a global 

economic slump. 
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 In both cases, the percentage of speculative credit 

(High Yield and Subprime) in circulation in the economy 

was equal to about 30% of the entire credit stock. 

Speculative credit was concentrated in the technology 

and real estate sectors, the areas driving growth in these 

two cycles.  In the summer of 2019, we pointed out that 

the credit sector’s interest cost had reached 19.9% of 

GDP, in a growth context supported by a credit-based 

consumption model. In the consumption sector, the 

growth driver of the US economy, speculative credit 

(subprime) was already at 27%, showing figures very 

similar to those already observed at the peaks of the 

economic cycles in 2000 and 2007, both in terms of cost 

of debt on GDP and in the percentage of speculative 

credit in the growth driver sector. In the space of a few 

months in the summer of 2019, the growth of the 

American economy had fallen from around 4% to 1%, 

suggesting a high risk of recession in 2020. Based on this 

analysis, the Global Strategy Fund's strategic allocation 

was decidedly short on equity, long on gold and on long-

dated US Treasuries, in preparation for a very likely 

recession.  

The pandemic event has "erased" all our analyses, and 

the destruction suffered by the macro data has 

produced total confusion about the true state of the 

economy which – given the high volatility of macro data 

-- is still difficult to interpret. However, after going back to 

the end of 2019 and recalculating the data on the debt 

cycle after the 2020 bailout, we find that the cost of 

public and private debt as a ratio of GDP is now at 24%, 

the highest level in thirty years. Despite increasingly lower 

interest rates, the amount of debt circulating in the US 

economy is so large that its cost to GDP has nevertheless 

risen to the highest levels, which have in the past 

historically signaled a reversal of the credit and growth 

cycle.  

Based on these observations, it is quite probable that -- 

despite all the interventions – economic growth will slow 

significantly in the next three to six months. Contrary to 

consensus forecasts, the risks of recession will become 

evident in the second half of 2022. Confirming this 

scenario is a clear contraction in bank lending, along 

with the continuously growing excess liquidity ($1.5 

trillion) on the reverse repo market, which is no longer 

being absorbed by the system (the horse is no longer 

drinking).  

In the meantime, the speculative credit market has been 

"saved" by a series of extraordinary interventions 

(payment moratoria, forbearance and helicopter 

money), which have prevented defaults in the system 

such as the ones we saw in 2001 and 2008. These 

measures, however, have masked a situation of latent 

fragility. At this point, the US federal government is 

disbursing fiscal stimulus at unsustainable rates and, 

despite the recent rebound in GDP, public spending 

continues to expand as if we were still in the midst of a 

recession. When these measures are tapered off as early 

as next year, the economy will take a heavy hit that will 

blow away all the optimistic forecasts of an economic 

boom.  

Based on our analysis of the debt and credit cycle, the 

current situation is significantly worse than in 2000, 2007 

and 2019. If there had been no Covid-19 pandemic, we 

would still have had serious difficulties in 2020, and the 

impact of the pandemic has left the system in a 

decidedly very vulnerable state. The Fed is therefore in a 

very difficult position, and the inflationary pressures 

underway risk forcing it into very dangerous monetary 

policy choices for a system that shows such a high cost 

of debt in relation to GDP.  

In previous phases of debt expansion, interest rates had 

already been on the rise for at least a year and the 

economy was coming off a long period of expansion. 

Despite the fact that financial markets continue to 

consider monetary intervention as the solution to all ills, 

they cannot ignore the fact that after almost 14 years of 

expansive monetary policies, the real economy is 

worsening. It is afflicted by speculative bubbles on all 

sides. While everyone is looking to the Fed and the 

financial markets are totally blinded by monetary 

policies, the real risk threatening this "house of cards" with 

collapse comes from the economic cycle. This shaky 

edifice is built on the market’s expectations of growth of 

corporate profits continuing to underpin economic 

expansion. 

     

 
Long-term earnings growth trends expected for companies in the SPX 500 

Index as of end-October 2021.  Source: Bank of America Merrill Lynch. 

 

It would also be worth remembering that speculative 

bubbles do not burst because of interest rates, since the 

expected returns from financial speculation are always 

higher than the expected level of rates. They burst when 

the extrapolation of future expectations is no longer 

compatible with reality. Everyone is looking at interest 

rates as a potential threat to the bull market, and is 

reassured by the fact that they cannot go any higher.  
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But this certainty that monetary policies are untouchable 

will not be the trigger for the now-inevitable reversal.  

It is always the real economy that risks undermining the 

certainties on which we have built, as usual, overly-

optimistic hopes for the future.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Lugano, November 30th 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. 

http://www.lemanikgroup.com/
mailto:info@lemanik.com
mailto:bdd@lemanik.ch

