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February 25th 2016  

European markets up on hopes on oil and more help from the ECB. China 
recognizes risks to its economy, words do not stop fall in the Chinese stock 
market. Do not see rapid turnaround catalyst for oil. Not surprised by Brazil 
downgrade – shall be a five year recovery. US durable goods bounce from a 
very low level. Is this sufficient to offset weakness in services?  

European markets display nonchalance despite Chinese collapse  

European markets are displaying a certain degree of nonchalance with regard to the 
collapse in the Chinese market. Investors are focusing on the lower than expected 
increase in US oil inventories and on hopes – following lower than expected inflation 
data in the Euro Zone – for yet more munificence from the ECB.  

Investors can accept a contraction – terrified of systemic risk  

We see this as reinforcing our view that investors are ready to countenance a cyclical 
contraction in the economy – as triggered by lower spending. However, remain fearful 
of a massive hit to the global economy, with the focus on sovereign solvency for 
certain producers, stemming from a continued decline in oil prices.  

Chinese government aware of risks! Is awareness sufficient?  

The commotion in China was unleashed by declarations from the finance ministry 
ahead of the G-20 conference that they are aware of the risks facing the economy. 
This was accompanied by bland assurances regarding the continued import of 
commodities – namely iron ore and oil.  

We continue to see the Chinese economy as slowing, with overcapacity still 
abundant and tempted to employ a “more flexible” FX policy. China’s principal 
export remains deflation, which shall place massive pressure on central banks.  

We have further reduced our expectations for the G-20 conference! G-20 
League of Nations!  

We are reducing our already minimal expectations for the jamboree of the great and 
powerful at the G-20. The head of the IMF’s exhortations to action – more 
government spending in the developed economies and a safety net for the emerging 
markets – shall remain unheeded.  

There is little money left for governments to reflate their economy – where they 
are not hampered by austerity constraints and we have reached the limits of 
the efficacy of monetary policy.  

Words of caution from oil professionals – inventories keep rising  

With regard to the oil price, we are hearing more words of caution from the 
professionals. The outlook remains clouded, with no discernible catalyst on the 
horizon. Oil’s outlook remains constrained by both the continued high levels of 
production and the massive amounts in storage.  
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Last hope for bulls – expiry of oil hedges 

While investor spirits may have been boosted by the smaller than expected increase in US inventories, inventories rose! 
This is despite manifold warnings as to the imminent collapse of the US shale sector. The next hope for the oil bulls is 
when the hedges – that producers bought on the spike to US Dollars 50 -run out.  

“Pumping for cash” remains firmly entrenched as the dominant strategy, with producers biting the bullet to not 
cede market share in the face of a resurgent Iran. We see the market as once again underestimating the sector’s 
capacity to adapt and see consolidation on the horizon.  

Brazil – five year haul   

Turning to the emerging markets, Moody’s has downgraded Brazil firmly into non-investment grade territory. We see this 
move as having been widely expected and the reaction as relatively muted on both the currency and the equity front. We 
continue to view Brazil as a five year recovery story.  

There has been a structural change in the economy, with the rise of a new middle class. The key challenge is to 
now complete the painful process of institutional reform.   

Real separatism not Catalonia but “separated at home” in the EU  

Turning to Europe, we continue to view the migrant crisis as a possible catalyst, abstracting from a Brexit success or not, 
for a loosening of the “bonds that tie”. Incapacity to reach concrete agreement on measures prior to the expected deluge 
seen on its way in the spring - may provoke massive mayhem.  

Some see the major separatist threat as Catalonia or Scotland – we see the key risk as married but “separated at 
home”!  

Markets are slightly less concerned this morning as to Brexit. Sterling is trading above 1.39 on the news that the UK 
economy continued to grow as forecast. We see this lull as a temporary reprieve and foresee – as the date gets nearer- 
considerable volatility up-ahead.  

The issues driving Brexit are not economic but political. Paradoxically, a strengthening economy could lessen 
fears as to a collapse in the event of exit and reinforce the secessionist camp.  

Services – measure of the domestic economy? Disappointing US data  

The key to services is that: 
 

They are consumed domestically  
They are bought by a large cross-section of the population  
They should be the prime beneficiaries of an increase in disposable income – see in this regard, the oil dividend.    
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Recession fears re-emerge – Shall US be a runner up to the Euro Zone?  

The contraction in services is certain to rekindle the debate as to whether the US economy is nearing or is already in a 
recession. We continue to see further downgrades to US GDP growth estimates for 2016, with some now putting 2016 
expansion at 1.3 per cent – slightly below the Euro zone.  
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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. 
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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. 
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