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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% -2.20%

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 

When a trend line for the price of a financial asset goes 

“vertical,” two important things happen: total loss of the 

position’s risk control, and a sharp reduction in the time 

horizon investors (or speculators) will hold positions on that 

asset class. The loss of risk control is due to the fact that 

many managers, pressured by the competition to 

perform, are forced to maintain positions even if they 

know that the trend cannot last. In this psychological 

context, no one takes the risk of exiting the market early or 

reducing positions, and the management of the 

portfolio and its overall risk is sort of “on hold.” It is the 

vertical trend itself that becomes the "portfolio 

manager." Most managers are swept along by an 

increasingly rapid current. Although it is well known that the 

"speed of the current" is a steepness indicator that usually 

results in a fall, few can take the risk of being the first to exit 

the flow and accept an underperformance relative to 

peers. Portfolio risk thus becomes exactly the market risk. 

The compression of investment time horizon when the 

trend line goes vertical is closely related to the amount of 

accumulated and as yet unrealized profits. The risk that a 

profit "on paper" may disappear or be significantly reduced 

induces the investor to think more about the short term 

than the long term. At this stage, the market becomes 

more sensitive to short-term profits, which can be lost in a 

sharp market reversal, than to marginal future profits. In fact, 

the expected future profits decrease as 

, the trend line becomes more and more vertical. For this 

reason, trend verticals are an indicator of market fragility 

and not of strength, as many believe today. 
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As can be seen in this chart, vertical trend lines show 

similar psychological behavior phenomena across all 

their phases, regardless of the type of asset class 

involved. 

The more the market is exposed to the loss of risk control and 

the further investment time horizons narrow, the greater 

the expected prospective instability and the more 

numerous the “triggers” that come into play. Sensitivity 

to “triggers” increases along with the risk of losing 

accumulated profits. The greater the accumulated and 

unrealized profits, the greater the prospective instability 

of the market, because investors become more and more 

sensitive to the potential loss of accumulated wealth than 

to the possibility of increasing it further. 

Because of this, the sensitivity to certain events or 

"triggers" changes over time, and the market becomes 

increasingly vulnerable to any event that could 

potentially reduce profits. Note that at the moment we 

are talking about profits and not losses. It is therefore the fear 

of losing the accumulated profits that usually reverses the 

trend. In fact, in the initial phase of reversal, the investor is 

inclined to sell at any price, since the objective is to 

protect part of the accumulated and not yet realized 

profit. In this phase, therefore, the downward movement is 

stronger, wider and deeper. Those who are surprised by 

the movement and hesitate to close their positions enter 

the psychological phase of waiting to “sell on the 

rebound,” hoping to recover part of the lost profits. This is 

the signal that the market psychology has changed from 

"buy on dip" to "sell on rally." 

When trend lines go vertical, risk diversification calls for 

courage to make "contrarian" choices that very few can 

or have the conviction to make. This is the main reason 

why our fund is short on the most crowded trades, which are 

supported by unrealistic expectations. 

Although the financial industry continues to publish 

research reports aimed at finding a justification for why 

prices are so detached from fundamentals, the vertical 

market movement has nothing to do with economic 

underpinnings. It is linked to psychological factors. These 

phenomena are repeated in a systematic way every 

time the expectations for future returns "get out of hand" 

and lose any real meaning. Expectations of future returns are 

inversely correlated with profits already accumulated 

and not yet realized. Vertical trend lines accelerate the 

accumulation of expected profits and therefore shorten 

the time horizon of the investor who has accumulated them, 

thus increasing the propensity to sell in order to realize them 

at the slightest setback. 

All this has nothing to do with the fundamentals that 

everyone today is trying to emphasize, because 

everyone knows that the fundamentals are no longer 

there. If a bond holder received in advance all the 

coupons he expects to collect during the entire life of the 

bond, he would no longer have a reason to hold the 

bond until maturity. The same concept is valid for an 

investor in a stock: his time horizon for holding the stock is 

inversely related to the expected profit already 

accumulated and not yet realized. 

The risk propensity that powers the verticalization phases, 

therefore, always has a limit, because everyone knows 

that the expected profits from an investment do not tend to 

infinity even if interest rates are at zero (as the consensus 

view believe today). 

Zero interest rates may be a useful justification as a 

support factor at the start of a market rally. But they 

cannot be valid for a sharp vertical trend line. In this 

context, it is only natural that the investment strategy of a 

Global Macro fund be "contrarian" compared to market 

consensus. Although macro and micro fundamentals 

count for very little in these moments, it is quite evident to 

most people that the market’s psychological context is 

a risk signal that must not be underestimated. At this 

stage, the risk management of a "long only" portfolio, for the 

reasons I have highlighted, is purely virtual because it is the 

market that produces the performance and not the asset 

allocation. Paraphrasing Keynes, it is true that the market 

can remain irrational longer than you can remain solvent, 

but who will remain solvent when the irrationality ends? 

After big financial crashes, the finance industry erases its 

own track record. It is quite difficult to find funds with a 

history prior to the big crises. How many funds currently in 

circulation have track records prior to 2008? Strangely 

enough, it seems that almost all of them have been in this 
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business since 2010. So the "survivor" factor is definitely 

forgotten when it comes to long-term returns, simply 

because the big drawdowns suffered during the crises 

are erased by the financial industry. 

The historical moment we are now experiencing is not so 

different from previous "risk appetite cycles" and 

therefore reinforces our contrarian view. 

Other elements we tend to look at during such 

speculative phenomena are growth forecasts and 

expected profits. In these phases, forecasts are always 

positive and reinforce the thesis that the speculative 

trend is supported by fundamentals. But the problem lies in 

understanding whether the forecasts are realistic. I don't 

recall ever, in over 35 years of professional career, 

witnessing negative forecasts for the growth cycle and 

earnings cycle. Ever. Usually, such negative forecasts 

emerge when the crisis is already underway, and never 

before. 

In 2000/2001, forecasts for growth in the world economy 

were 3.5% and profits for listed companies were 

expected to increase by 30%. In 2007/2008 growth 

forecasts were 4.9% with profits expected to increase by 12% 

in 2008 (Source: IMF World Economic Outlook). Many of you 

know what happened instead. 

The financial market therefore tends to place a lot of 

reliance on consensus forecasts, although over time I 

have come to understand that consensus forecasts are 

often more of an indication of how we would like the 

future to be. 

The stock of liquidity in the system is also cited as a driver of 

ongoing trends, but experience shows that liquidity is 

always ample before a crisis. In fact, liquidity depends on 

the risk appetite of investors and the intermediaries that 

provide it. 

Development of monetary aggregates before and after the 2008/2009 crisis 

(Source: Federal Reserve) 

It must therefore be kept in mind that the contraction in 

liquidity occurs at the same time as the contraction in risk 

appetite, and not before. 

The economic situation therefore highlights a series of 

factors we are already familiar with from other 

speculative bubbles: 1) ample liquidity in the system, 2) 

fantastic forecasts of economic growth and profits, 3) 

verticalization of bullish movements, 4) a large number of 

retail investors, 5) high concentration of risk on innovative 

sectors, 6) predisposition to pay incredible prices for 

companies that do not make profits. 

These simultaneous elements have always been present 

ahead of each financial crisis…but everyone always 

hopes that "this time is different." 

Lugano, March 12th 2021

Maurizio Novelli 

Portfolio Manager Lemanik Global Strategy Fund 
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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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