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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%       12,35% 

Lemanik Global Strategy Fund: pro forma Class R data - Above performances are gross of any fiscal effect and are based on the last month 
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While financial markets have already made a so-called 

"V - Shaped Recovery," the fate of the real economy 

remains uncertain. It is vulnerable to the economic risks 

from a rising number of virus cases in the United States 

and the now-imminent US election in November. 

Production and consumption have suffered plenty of 

“destruction.” However, we don’t know exactly how 

much, because macroeconomic figures are unreliable 

right now: data has not been collected for two or three 

months because government statistical offices have 

been closed. 

 So, while everyone is busy trying stress how positive the 

recently-published indicators look, most people are 

perhaps unaware that this data has not even been 

collected and the figures showing a rebound have 

simply been "estimated." The objective difficulties of 

obtaining accurate macro data in the coming months 

are already clear to economists. We know that figures 

published now will be subject to heavy revisions, and so 

are not very helpful in understanding what is really going 

on.  

Although it is certain that the world economy has 

stopped contracting, it is not clear how much recovery is 

currently underway. It is therefore important to focus 

attention on the likely economic scenarios after the U.S. 

election, which, at the moment, seems destined to usher 

in a change of administration with possible repercussions 

on U.S. economic policy. We cannot overlook the fact 

that a Democratic victory would produce a "shift to the 

left" unprecedented in U.S. history, with obvious 

repercussions on the dollar and financial markets.  

Although Joe Biden is the official candidate, one cannot 

ignore the fact that Bernie Sanders and Elizabeth Warren 

represent currents of thought within the Democratic 

Party that has shifted the election campaign decisively 

to the left. Right now, Wall Street is therefore engaged in 
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a colossal "marketing campaign" to support Trump at all 

costs. The macroeconomic forecasts at U.S. investment 

banks have recently undergone a sudden (and not very 

credible) change. The past few weeks have seen 

forecasts go from a slow and fragile economic recovery 

to particularly euphoric prospects of a complete 

recovery of the Covid-19 damage by the end of the year 

-- a recovery that frankly seems rather unlikely.  

This optimism is in striking contrast with forecasts from the 

IMF and World Bank, but also from the U.S. Federal 

Reserve itself, which instead continue to highlight a slow 

and difficult recovery which is complicated by the fact 

the virus has definitely gotten out of hand.  If Trump loses 

the elections, we may see a cancellation of tax benefits 

for listed companies, an increase in capital gains tax, 

and greater state intervention in the economy. The 

head-on collision between Wall Street and Main Street 

will be stronger than ever, and I believe that the chances 

that the financial system would continue to benefit from 

"inappropriate protection" at the expense of the real 

economy are now very low. Many Republican leaders 

are abandoning Trump, and the street protests in the 

United States herald the coming change. In the 

meantime, U.S. investment banks are talking up a 

scenario of rapid economic recovery to induce investors 

to remain invested in a system that will finally feel the 

impact of an economic crisis that is only just beginning 

now, and that will be particularly difficult to overcome.  

As I have already said in previous monthly notes, the 

easiest part (printing money) is already over. The phase 

of deleverage and default now begins, with all the 

havoc it will wreak on the much-hoped-for V-Shaped 

Recovery -- which at the moment remains a mirage that 

yet is already “priced in” by the markets and the 

speculative machine of Wall Street. It should also be 

considered that for the moment any default on 

consumer credit -- MBS, ABS and CMBS – is on hold. At 

the moment, all these borrowers are benefiting from a 

three-month suspension of installment payments and 

many analysts are wondering what will happen when this 

suspension period comes to an end, given that 

unemployment has risen to 15%/17% in the meantime. 

 

But the recent slowdown in the U.S. stock market seems 

to herald the risk of a change in government rather than 

the fear of a new surge in Covid cases (which 

nevertheless remain a brake on recovery). In any case, it 

now seems clear that the U.S. appears to be in complete 

disarray, with a total lack of management of the 

pandemic, an economy in crisis and elections on the 

horizon. The country's hopes seem to hang on the Dow 

Jones index, but it is precisely this excess of finance in the 

system that has made it more fragile and harder to 

manage: you can save the stock market index, but the 

real economy will not benefit. Unemployment at 20% for 

at least two/three years now looks structural, amid an 

economic policy committed to reducing the excess 

debt accumulated in the private sector (both corporate 

and consumer), subjected to a long deleveraging 

process in search of a more 'sustainable’ equilibrium. 

 

China is preparing to manage decoupling from the 

American economy and abandon the Dollar to its fate. 

The Chinese project to create a free trade area in Asia 

(the Comprehensive and Progressive Agreement for 

Trans-Pacific Partnership, or CPTPP) opens the way to a 

downsizing of the United States on Asian markets. 

Already today, Asia's trade with China accounts for 47% 

of all trade between these countries, and Japan will also 

be included. The fact that Japan wants to take part in 

this agreement raises serious doubts about the strength 

of the Dollar as a currency of exchange in this area, since 

the Chinese will impose the use of Rinmimbi for all trade 

with China. Already 40% of Japan’s exports go to China, 

and it has the highest Dollar reserves in the world.  

The CPTPP is already at a very advanced stage and 

involves an area of over 3 billion people. It puts China at 

the center of this market, which in the future will become 

the most important free trade area in the world (see the 

working paper “East Asia decouples from the United 

States,” published by the Peterson Institute for 

International Economics, Petri/Plummer, June 2020).  
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China has already begun to redesign its economic policy 

to shift growth over to domestic consumption and away 

from exports. On the other hand, the ongoing trade war 

with the United States had already led to a change of 

direction, and it is unlikely that the clash between the U.S. 

and China will wane if there is a change of 

administration. Therefore, this very interesting medium-

term scenario is offering new opportunities for investors 

and for the world economy, which has been totally 

focused on an American model that is no longer 

sustainable and excessively dependent on financial 

leverage. While everyone is scrambling to buy into a 

market now supported only by the Fed, on the other side 

of the world there is room for maneuver that depends not 

solely on the actions of central banks, but on the ability 

to create new demand for consumption and investment 

in a potential market of over 3 billion consumers.  

Another point that is rather interesting and which, again, 

is currently overlooked by investors, is the Merkel-Macron 

plan for a new phase of E.U. integration.  Accompanied 

by a new ECB intervention in the Eurozone government 

bond market, the plan sends a very strong signal to those 

who consider the Euro project unworkable.  

First of all, we must stress that the ECB had no reason to 

double its QE when it had just started to carry out the 

measures it had decided on the previous month. The 

signal is political in nature, and sends a strong warning to 

all those who believe that the Euro is reversible (including 

the German Constitutional Court). France and Germany 

are determined to save the peripheral countries, and for 

the first time they are taking sides against their historical 

allies: Holland and Finland first and foremost. This should 

not be underestimated. At this point, political 

negotiations are underway to make the intervention 

project feasible and, although it will take time, I do not 

think there is an alternative, since both the Netherlands 

and Finland are the biggest beneficiaries from Euro 

membership in terms of GDP. It is certainly likely that the 

project will require giving up economic policy 

sovereignty by individual countries, but it is inevitable that 

those who ask for resources (even non-repayable ones) 

must give up something, or suffer rising bond spreads or 

even default.  

If the Merkel-Macron plan passes, the Euro enters its own 

Phase 2, which is what the markets have been asking for 

all along: 1) the issuance of EU debt (Eurobonds), 2) 

greater fiscal integration, 3) irreversibility of the Euro. 

While the "consensus" focuses only on central banks and 

QE, which can do very little for the growth of the 

economy, the world is preparing for a structural change 

that does not favor American assets (where, moreover, 

everyone is “long”).  

 

 

 

 

 

 

If these two ongoing projects, the Trans-Pacific 

Partnership and Eurobonds, are successful, we will see 

the following structural impacts: 1) shifting of global 

demand from the U.S. to Asia, 2) downsizing the role of 

the Dollar and a bigger role of the Rinmimbi in Asia, 3) 

increasing investment capital flows to emerging 

economies and markets, 3) the issuance of Eurobonds 

increasing the flow of capital to the Eurozone and 

producing further weakness of the Dollar, 4) Asia and the 

Eurozone becoming a credible alternative to the U.S. 

financial markets (which are overvalued) in a tri-polar 

world.  

Focusing on these inevitable structural trends, the Global 

Strategy Fund allocation is already strategically 

positioned downwards on the Dollar vs. Euro (- 25%), 

downwards on US listings (-18%), in particular Russell 2000 

and SPX, and upwards on Emerging Market Equity (+ 6%). 

At the moment net exposure on equity markets is still short 

(-15%). The current long positions on Emerging Markets 

are expected to rise to 15%-20% in the future, taking 

advantage of any weaknesses, while the strength of the 

U.S. indices is being used to increase the short positions 

on Russell and SPX.  

The future rebalancing of global currency equilibria and 

the shift in the center of gravity of demand to Asia may 

create uncertainty about the global reserve currency 

and continue to push Gold upwards, where we are still 

15% long and targeted towards the USD 2,000 per ounce 

area at year-end. Our upside positions on the U.S. 

Treasuries at 10/30 years are currently at 15%, but it is 

obvious that the hypothesis of a collapse of the Dollar 

lays the foundations for a potential return of inflation in 

the U.S. We therefore intend to progressively reduce our 

positions on this asset class before the U.S. elections. 

Although the Fed will be active in preventing any rate 

hikes on the long side of the U.S. curve, we believe that 

investment opportunities in a "nationalized" market have 

been exhausted after the strong upward movement of 

government bonds in Europe and the US. A scenario very 

similar to that of Japan’s JGB is emerging in these 

markets. What seems clear by now is that, if the world is 

looking for solutions to recover from the deep economic 

crisis triggered by the pandemic, it should not look to 

America or rely on quantitative easing from the central 

banks. It should look to China and Europe; markets where 

at the moment everyone seems decidedly underweight, 

but which are the only areas of the world economy that 

can spawn real structural changes. These changes are 

now inevitable, and have the potential to free us from 

the negative prospects that now surround us.    
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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/

