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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%            -0.08% 

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 optimistic forecasts for economic recovery are 

proving less reliable now that the “second wave” of the 

pandemic is forcing countries back into lockdowns. The 

global economic cycle is stuttering, and recovery targets 

for 2021 may be undermined by sluggish growth during 

the first half of this year. The delay in vaccination 

programs because of supply problems and uncertainties 

caused by new Covid variants only adds more 

uncertainty to the picture. 

In Europe and the U.S.A, the economic recovery cycle 

was interrupted as early as November. Expectations of a 

V-shaped recovery are beginning to fade, and the U.S. 

administration must step in again with another fiscal 

package to prevent the economy from entering a 

downward spiral. To backstop the financial system from 

defaulting, America has implemented fiscal and 

monetary packages amounting to $10 trillion, 50% of 

GDP. The system did not blow up but, at the moment, we 

do not really know how and when it will return to "normal." 

Financial investors have optimistic expectations. But we 

cannot say the same for business owners who work 

closely with the real economy. The $10 trillion disbursed 

so far have succeed in preventing defaults, and should 

therefore not be seen as "stimulus" but as "aid." The 

difference between fiscal stimulus and fiscal aid is crucial 

to understanding the real economic impact of the fiscal 

and monetary multiplier, and therefore on its potential to 

create growth. Fiscal stimulus is extra money that you can 

, use to invest and spend; fiscal aid is aimed instead at 

providing the money you need to remain solvent. This 

difference has a substantial impact on the dynamics of 

the fiscal and monetary multiplier, and suggests that the 

growth expectations projected by Wall Street investment 

banks may be far too optimistic. Even the studies 

circulating about the enormous amount of private 

savings accumulated by American consumers ready to 
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be unleashed as soon as the economy reopens are 

entirely utopian. In actual fact, we must not forget that a 

very significant portion of these savings depends on the 

U.S. government’s decision to suspend all payments on 

mortgages, consumer credit, car loans, student loans 

and taxes. How much savings will remain available for 

consumption when all these outstanding debts have 

been paid? 

If, therefore, the economy does not recover according 

to the "manufactured" expectations of Wall Street 

analysts, the recovery of domestic demand may not be 

sufficient to compensate for a possible downsizing of 

fiscal policies over time, given that public spending at a 

rate of 25% of GDP per year is unsustainable. The result 

would be a double dip and a new recession, and the 

zero interest-rate monetary policy would no longer be 

effective. From now on, growth expectations entirely 

depend on fiscal policy, and we cannot expect 20 GDP 

points of public spending every year either. Any 

retrenchment in fiscal policy will have a negative impact 

on growth. If, as I believe, the macroeconomic 

environment remains fragile and prone to a slowdown, 

the big problem facing the U.S. economic system is a 

likely balance-sheet recession. The excess debt incurred 

by the private sector becomes unsustainable in a low- 

growth context, and therefore leverage must be 

reduced. We saw this happen in Japan after the debt 

overhang crisis of the 1990s, and it occurred in a context 

of a zero interest-rate policy. The private sector decided 

to reduce its debt anyway, even if its implicit cost was 

sustainable, in order to improve both its financial 

solvency and to withstand any growth spillover. In 

"balance-sheet recession" the problem is deflation and 

not inflation (Japan docet). In fact, while on the one 

hand you have reflationary forces implemented by the 

public sector (QE + Fiscal Policy), on the other hand you 

have deflationary forces implemented by the private 

sector (debt reduction) that offset the former. The result 

is that the economy stagnates and inflation never 

appears. To get inflation going again you have to write 

off debt. My "contrarian" view of the outlook for the 

economy is based on this reasoning. I continue to avoid 

participating in the "reflation trade" currently underway. 

If there is any place to "play the reflation trade" it is in Asia 

and China, but not in Europe or even the United States. 

However, we are now seeing the most crowded positions 

in the reflation trade currently in the most "expensive" 

markets, and risk appetite -- currently at an all-time high 

-- exposes these markets to the potential for a painful 

disappointment. 

That’s why at the end of December we increased our 

short positions on the European and U.S. indices, and 

currently the net short position of the Global Strategy 

Fund is -27% on equity. We expect a sharp correction of 

the indices from these levels. To find any value in equity 

investments, it is to Asia where we must look. Continuing 

to buy U.S. stocks with PE of 50 or 100 has never rewarded 

investors but, in the short term, only traders and 

“momentum investing” speculators. Currency scenarios 

remain interesting for Global Macro strategies, and the 

Dollar remains the reference point fulcrum for forecasting 

future capital flows. China and Japan have begun to 

reduce their participation in the financing of U.S. public 

debt, forcing the Federal Reserve to print more and more 

money to buy Treasuries that were previously purchased 

from abroad. I continue to believe that the role of the 

Dollar as a reserve currency is in the process of being 

sharply downsized. The trajectory of American debt and 

the Fed's policies will confirm negative real rates on the 

Dollar for a long time and, in the long run, this situation 

will turn the Dollar into a carry trade currency. The Yen 

has already experienced this fate in the last 15 years. This 

solution is positive for the global reflationary cycle, but 

the major beneficiaries of this scenario will certainly be 

emerging economies and not the West. 

 

 

 
The graph above clearly shows how the GDP of 

Emerging Market economies is inversely correlated to the 

trend of the Dollar. When the Dollar falls, the stock of 

liquidity in EM economies increases and economic 

growth strengthens. The reason for this liquidity increase 

in EM economies is because of carry trades (selling 

Dollars and buying EM financial assets), and is also due 

to the fact that the upward pressure on EM currencies 

induces their Central Banks to loosen monetary policy in 

order to curb the appreciation of the exchange rate. 

Our long currency positions are therefore concentrated 

on RMB (8%) and NZD (7%), while the long-term view on 

USD and GBP remains negative and we remain short. Any 

possible recovery of the Dollar is still a selling opportunity 

in our view, and not a buying one, therefore the currency 

allocation strategy is to widen or reduce short positions 

with possible strengthening and weakening phases of 

the Dollar. At the present time, a temporary recovery 

phase of the Dollar can be expected in connection with 

a probable stock market decline and a pause in capital 

flows to Asia, which have been quite substantial in recent 

months. However, these pauses in the trend of a weak 
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Dollar and interruption of capital flows towards Asia are 

entirely temporary phenomena and are destined to 

resume their intensity again during the course of the year. 

It should also be kept in mind that currently China, East 

Asia and Japan have formed a free trade agreement 

(RCEP) that encompasses 3.5 billion people and 37% of 

the world's GDP. This event alone should be sufficient 

motivation to favor investments in that area and cause a 

lower allocation to the Dollar and US markets in the long 

term, which appear decidedly overvalued from any 

point of view. 

 

 
 

Lugano, January 12th 2021 

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 Inest 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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