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Update January 15th 2016  
 
Investors looking for direction – are we in the mono-causal economy?  
 
Investors are emerging from a difficult two weeks and seeking shelter in 
selected sovereign fixed income and US Dollar. We are seeing increasing 
evidence of mono-causal economy, with market underweighting incipient 
strengthening in the Euro Zone and overweighting slowing in China – emerging 
markets.  
 
Beware the Ides of March and commodities!  
 
Commodities still harboring substantial “jolt” risk due to extensive linkages and we 
have not seen the end of the bust. Turnaround in oil not for tomorrow – we will be 
seeing more slashing of investment budgets. Which shall move first oil price or 
energy company stocks?  
 
We have a crack at being economic historians!  
 
They say “don’t look back” we plead for a waiver!  
 
They say you should never look back, however, after the recent “baptism of fire” of 
the last two weeks, we plead for a waiver!  
While not wishing to go down as iconoclasts, the last 2 weeks have seen the 
destruction of several dearly cherished idols.  
 
Rebalancing, sounds ominously like de-coupling  
 
First and foremost, the myth of rebalancing in the Chinese economy has been – 
rightly – given the boot! While we may be seeing a transition to services, this does 
nothing to obviate that the Chinese economy remains industrial goods – export 
driven.  
 
The central bank is not altering the FX rate to amuse itself but to maintain the 
competitiveness of industrial exports.  
 
This is not 1945 – Global chessboard more complex  
 
The second myth to receive a pink slip has been the positive impact of lower oil 
prices on the global economy. With the decline of oil from Olympian heights, the 
global economy should be booming like the mythical 1945- 1975 period in the 
developed economies. Paradoxically, growth forecasts are being revised downwards.  
 
We remain of the opinion that while input prices are important – global consumers are 
still overleveraged, cautious and contending with low wage increases. With respect to 
the developed economies - we are seeing both lower real wages and less stability of 
income.  
 

https://twitter.com/Jean_Ergas
http://www.tigressfinancialpartners.com/
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Monetary policy not omnipotent  
 
The third idol to bite the dust is the effectiveness of monetary policy – read QE and zero interest rates. This policy was 
predicated on lowering the interest rate component of the discount rate and making marginal projects attractive. While this 
makes sense in a normal cyclical environment, we are seeing a continuing capital investment “strike”.  
 
Zero interest rates reflect extreme difficulty of many economies to exit “state of emergency” and re-enter the school year.  
 
Are we moving towards a new liquidity trap?  
 
Overcapacity, exacerbated by Chinese dumping, and doubts as to growth are putting a brake on investment, creating a 
massive business liquidity trap. We argue that – looking at the proverbial long run – it shall be higher financing costs that 
shall eliminate the inefficient producers and restore a modicum of pricing power. 
 
Time to rethink unfettered free trade  
 
The fourth and last of the idols has been the unfettered worship of free trade. We are starting to see more caution on this 
sensitive topic. This is reflected in the EU postponing a decision on extending “market economy” status to China.  
 
China not a market economy  
 
We reiterate our view that an economy which is still largely state run, does not follow generally accepted standards of cost 
accounting and systematically prices below cost, should not be granted further favors.  
 
Free trade - Excellent idea if social structure ready to absorb the shock  
 
While free trade is an excellent idea in principle, resulting – hopefully – in the most efficient allocation of resources – the 
social impact can be considerable. We see its unconstrained application at a moment of rising social tensions and 
declining real wages as risky.  
 
It has been estimated that the extending of MES might result in the loss of 3.5 million jobs in the European Union. Is this 
strictly necessary? 
 
We are not in 1957 at the launch of the EEC – later the EU. The global economy was recovering from the impact of two 
world wars, due to the balance of atomic terror political risk was minimal and the speed of technological innovation was 
limited and slower.  
 

 

 

 



 

 

 

January 15, 2016 
Page 3 of 4 

 
Research Highlights 

Tigress Financial Partners LLC - Member of FINRA / MSRB / SIPC 
Research: (646) 780-8880    research@tigressfp.com       

500 Fifth Avenue New York, NY 10110   (212) 430-8700   www.tigressfinancialpartners.com 

Tigress Financial Partners 

Please refer to the last three pages of this report for important certification, disclosure and disclaimer Information. 
© 2015 Tigress Financial Partners LLC. No part of this report may be reproduced or redistributed in any form. 

Contacts 

Jean Ergas 
Chief Economist 
(917) 551-6533 Direct 
jergas@tigressfp.com 

Ivan Feinseth 
Chief Investment Officer 
(646) 780-8901 Direct 
ifeinseth@tigressfp.com 

Philip Van Deusen 
Director of Research 
(646) 862-2909 Direct 
pvandeusen@tigressfp.com 
 

Ernest Williams 
Institutional Sales & Trading 
(646) 862-2912 Direct 
ewilliams@tigressfp.com 

  

  
About Jean: 

Jean Ergas is the Chief Economist for Tigress Financial Partners LLC (Member FINRA, MSRB,SIPC) based in New 
York City.  

He is an Adjunct Assistant Professor at New York University’s School of Professional Studies and an Adjunct Faculty 
member at Manhattanville College. In 2014 he received the award for teaching excellence from NYU School of 
Professional Studies. 

He is fluent in English, French, German, Italian, Spanish and Portuguese. He also has a certificate in Arabic – from 
NYU School of Professional Studies.  

His career has spanned the complete range of macro risk analysis - energy / commodities with ENI - Global Fortune 
500 17 - leading global natural resources group, capital markets with Swiss Bank Corporation (now UBS) and 
insurance / reinsurance with the A.M.Best Company. Jean contributes regularly to international media commenting on 
key macro-economic issues.  

Jean is a member of the American Institute of Certified Public Accountants and has an MBA and an Advanced 
Professional Certificate in Accounting from New York University's Stern School. He has also passed the FINRA Series 
7 examination.   
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Research Report Disclaimer 
This report is produced for informational purposes only and is not a solicitation to buy or sell any securities or services from any companies or issuers 
mentioned herein or to participate in any particular trading strategy or in any jurisdiction in which such an offer or solicitation would violate applicable 
laws or regulations. 

Tigress research is distributed in the United States by Tigress Financial Partners LLC a registered broker dealer with the Securities and Exchange 
Commission (SEC) and a member of the Financial Industry Regulatory Authority (FINRA) and in Brazil by Gradual Investmentos, Gradual CCTVM S/A, 
a financial institution authorized by the Central Bank of Brazil. 

The information contained herein has been obtained or derived from sources believed to be reliable but its accuracy and completeness is not 
guaranteed and should not be the sole basis of any investment decision but only to be used as a factor in the investment decision process.  

This report does not provide individually tailored investment advice and has been prepared without regard to the individual financial circumstances and 
investment objectives of any person(s) receiving it. The analysis and conclusions herein are not a complete analysis of every material fact respecting 
any company, industry, or security. The opinions expressed in this report reflect the judgment of the author(s) at this date and are subject to change 
without further notice. Tigress Financial Partners is under no obligation to provide updates to recipients of any previously issued reports or 
recommendations. 

The market value and expected income from any investment may vary because of changes in interest rates or foreign exchange rates, securities prices 
or market indexes, operational or financial conditions of the underlying companies or other factors. Past performance is not indicative of future 
performance. Estimates of future performance, research ratings and target prices are based on assumptions that may not be realized. Unless otherwise 
stated, the cover page provides the most recently available closing price on the primary exchange for the subject company's securities/instruments. 

Securities are offered through Tigress Financial Partners LLC a SEC Registered Broker Dealer and a member of FINRA / MSRB / SIPC which clears its 
securities transactions and provides custody of client accounts on a fully disclosed basis through Pershing LLC, a subsidiary of The Bank of New York 
Mellon. 

Securities in your account are protected up to $500,000 of which $250,000 can be for claims for cash awaiting reinvestment. Please note that SIPC does 
not protect against loss due to market fluctuation. For additional information please go to www.sipc.org. 

In addition to SIPC protection, Pershing provides Tigress Financial Partners LLC client accounts coverage in excess of SIPC limits from Lloyd’s of 
London, in conjunction with other insurance companies. The excess of SIPC coverage provides an aggregate loss limit of $1 billion for eligible securities 
over all client accounts and a per-client loss limit of $1.9 million for cash awaiting reinvestment within the aggregate loss limit of $1 billion. The excess of 
SIPC coverage does not protect against loss due to market fluctuation. For additional information please go to www.lloyds.com. 

Pershing’s excess of SIPC coverage is provided by Lloyd’s of London in conjunction with XL Specialty Insurance Co., Axis Specialty Europe Ltd., Great 
Lakes Reinsurance (UK) PLC and Ironshore Specialty Insurance Co. 

 

About Tigress Financial Partners LLC 
Tigress Financial Partners is a specialized financial services firm providing expertise and services in investment banking, investment research, asset 
management, corporate advisory and trade execution services. 

Tigress Financial Partners provides its services to corporate entities, institutional investors, high-net worth individual investors, public and private 
pensions, federal, state and municipal governments.  

Tigress Financial Partners LLC is a registered broker dealer with the Securities and Exchange Commission (SEC) and a member of the Financial 
Industry Regulatory Authority (FINRA), the Municipal Securities Rulemaking Board (MSRB) and the Securities Investor Protection Corporation (SIPC). 

Tigress Financial Partners LLC is a Woman-Owned Business Enterprise (WBE) and is nationally certified by WBENC, the Women’s Business Enterprise 
National Council.  

Tigress Financial Partners LLC is a wholly-owned subsidiary of Tigress Holdings LLC and Gradual Holding Financeira S.A. 

For further information please go to www.tigressfinancialpartners.com. 
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