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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%     -11.81% 

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
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Leading indicators have begun to signal a peak in the 
global economy’s recovery, and now point to the start 
of a slowdown. China, Europe and Japan are clearly 
showing difficulties in the manufacturing sector due to 
the well-known problems related to the destruction of 
the Global Value Chain (in many countries, the 
automotive industry has been forced to halt production). 
Consumers in China, meanwhile, are increasing their 
propensity to save, and spending less. Emerging Asia is 
the main center for global manufacturing, and when 
contagion starts to occur in that region, we can expect 
to see shutdowns impacting industrial production.  
For the past six to nine months or so, the recovery cycle 
in the global economy has been driven by the process 
of rebuilding inventories, both in the industrial and retail 
sectors. This process has been affected by significant 
difficulties due to the logistical and production problems 
that have emerged as global manufacturing sites and 
the transportation sector have been slow to reopen. 
These difficulties have generated considerable pressure 
on prices, triggering a global inflationary flare-up.  
The upward inflation trend is likely to last until the process 
of rebuilding industrial inventories is complete and the 
Global Value Chain recovers to fully functional levels. 
Therefore, the twin drivers -- rising production and 
consumer prices -- are certainly transitory, but it is 
obviously difficult to quantify this transience.  
In particular, while it is easy to identify the problems of 
logistics and production as transitory, no one can really 
know how long these problems will persist and whether – 
if we see new waves of contagion in countries with low 
vaccination rates -- they could continue. Should there be 
a real recovery in domestic demand in Europe and the 
U.S.A. in the service sector, which is not yet 100% 
operational, inflationary pressures would be felt even 
more strongly in the months to come. 
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Meanwhile, the U.S. released its second revision of its 
second-half 2021 GDP, which signals an economy 
expanding at a 6.6% annualized rate compared to the 
second quarter of 2020. The GDP data shows that 
inflation (CPI) rose to 6.1% compared to 2.1% in the 
previous quarter, and that domestic consumption is up 
an annualized 7.9% compared to the second quarter of 
2020. The critical point is that the Bureau of Economic 
Analysis itself states that inflation, in previously published 
data, would have risen to 9.68% annualized from the 
previous quarter (see CPI-U Index published by the 
Bureau of Statistics).  
Therefore, if inflation is at 9.68%, real GDP would not be 
growing by 6.6% but only by 3.02%, and real consumption 
would be up 4.3% and not up 7.9% (see the report 
published in Global Economic Intersection by Rick Davis 
of Consumer Metrics Institute: Understated inflation 
produces unreal GDP growth).  
Another interesting point regards profits of U.S. 
companies (listed and unlisted), which are up 9.7% from 
the second half of 2020, but are still down 12% from 
December 31, 2019.  
Keep in mind that this contraction includes all the tax 
policies implemented since March 2020, which include a 
series of measures aimed at shifting tax payments, 
contributions to employee expenses, and a whole 
endless series of postponements of charges and 
payments. These measures have all been implemented 
in Europe as well, and we know very well that all these 
liabilities have been postponed to (hopefully) better 
times, both for individuals and companies.  
At this point, it is somewhat difficult to understand the 
extent to which these policies have acted as window 
dressing to spruce up the profits of "Corporate America" 
as well as those of "Corporate Europe." Also unclear is 
how the provisional fiscal support to American families 
has "inflated" consumption, already conditioned by 
distortions deriving from the revision to calculations 
made in March 2020 by the Bureau of Economic Analysis. 
It is certainly sad to see that the data we have at our 
disposal now serve only to mask the real problems of a 
struggling economic system, and how policymakers 
prefer to manipulate reality instead of implementing 
policies aimed at change.  
Currently 30 million American families enjoy rent 
suspension and, of course, evictions are suspended as 
well, which avoids putting about 20% of the American 
population unable to pay out on the street. Seven 
percent of all consumer loans and mortgages are still in 
moratorium on back payments, and those who don't 
pay are not (currently) insolvent. Payment moratoria 
have limited the number of defaults in the system. But 
that doesn't mean the system is healthy. The more we 
analyze the data in detail, the more we discover that the 
financial market is buying speculative positions on equity 
on the projection of profits distorted by fiscal support. In 
the future this will not be sustainable, projecting indices 
towards levels that, in addition to not being compatible 

with the real economy, are no longer compatible with 
the imagination that supports them.  
Encouraged by distorted data and GDP figures "inflated" 
by statistics of dubious quality, the uptrend continues. It is 
supported by a colossal marketing campaign by Wall 
Street, which attracts more and more retail investors, 
ensuring that U.S. companies will continue to make profits 
thanks to public funds provided to individuals for them to 
spend on consumption. Companies will continue to 
benefit from low taxes and free debt, and people unable 
to pay their debts will not be considered insolvent thanks 
to moratoria in place.  
Frankly, I believe that all this is blatantly unsustainable.  
Thanks to this model of economic policy, now mainly 
financed by the U.S. Federal Reserve, we are meant to 
believe that the economy is at the beginning of a new 
economic boom based on infinite public spending and 
financial leverage. While the indices churn through 
historical records every day, about 45% of the 
companies listed in the Russell 2000 index are posting a 
net loss (compared to 33% of them in 2019). Strange that 
U.S. small caps, which are the best indicators of the 
strength of the country’s domestic demand, aren't 
making profits even though retail sales seem to be so 
healthy.  
 

 
 
The risk that investors are basing investment decisions on 
data distorted by extraordinary and unsustainable 
measures is extremely high. As I have already analyzed 
in previous notes, the post-Covid economy will not be as 
stable as we are being led to believe.  Growth cycles will 
be exposed more to the unsustainability of fiscal policies, 
and less to monetary policies now caught in a liquidity 
trap. 
The Fed is now in the awkward situation of deciding 
whether to continue with current policies or discontinue 
them, knowing that potential financial instability will be 
generated by whatever decision is made. Many confuse 
financial stability with the fact that risky assets continue 
to rise, but it is precisely the "irrational exuberance" of the 
markets that shows that control of financial stability is 
already out of reach for policy makers.  
Those who are also firmly convinced that zero-cost debt 
is an inexhaustible engine for U.S. growth should keep in 
mind that before the pandemic (12/2019) it took about 
$4 of debt to generate $1 of U.S. GDP. Today, after 

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


  
 

 

 
 

- 3 - 

 

 

 

MONTHLY NEWSLETTER BY MAURIZIO NOVELLI 

website: www.lemanikgroup.com       contacts: info@lemanik.com 
                                                                                    bdd@lemanik.ch  

recent fiscal and monetary interventions, we are at $9 of 
new debt generated to get $1 of GDP. Believing that this 
bull market is supported by sustainable factors is certainly 
the biggest risk that the market has not even begun to 
consider.   
 
 
 
 
 
 
 
 
 
 
 

It won’t be necessary to wait for the next recession to 
trigger a financial crisis from excessive debt. Growth 
falling below 2% will be sufficient for serious solvency 
issues to emerge.       
 
 
 
 
 
 
 

 
Lugano, August 31st 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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