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April 4th 2016  

Shall markets continue to ride the wave from the Federal Reserve speech? ECB 
says it is ready to move on deflation, Euro lower granting some respite for Euro 
Zone exporters. We are seeing a return of fundamental analysis to the oil 
market – what are the consequences for growth? Greece veers once more 
towards the brink!  

Federal Reserve and US employment boost markets  

Markets were last week granted a respite by the US central bank and increasing 
optimism – reinforced by the employment data – that a recession shall be avoided. 
Oil prices have resumed their descent, as investors refocus on supply and demand 
fundamentals. 

Euro Zone – is this a re-run of the 1930’s?  

Euro Zone economic recovery remains weak, with persistent deflationary pressures 
and disappointing corporate earnings. Emerging markets remain in the thrall of China 
and the US central bank, little change on the ground.  

Political risk – no sign of abating  

Political risk shows no sign of abating, with the UK – EU referendum continuing to 
fuel both short and longer term uncertainty. There are already signs of reduced 
capital investment in the UK, with industry attempting to assess the viability of the UK 
economy outside of the EU.  

Today’s action  

Europe higher on weaker Euro and hopes of resilient US economy  

Stock markets in Europe are higher with investors buoyed by the weaker Euro 
following remarks by the ECB’s chief economist that the bank is ready to take further 
measures to boost inflation. The overall picture in the Euro Zone remains one of 
halting recovery, boosted by “catch up” consumer demand but held back by slowing 
global growth and exports.  

Oil prices decline but not yet for investors at systemic levels  

With regard to the oil price, prices are once again declining. The decline has however 
not reached the point where investors deem it to harbor systemic implications. We 
see this as reflecting hopes of a breakthrough at the Qatar conference or that central 
banks shall do the heavy lifting. At these prices less competitive producers shall still 
be burning through their reserves.  
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Macro Overview  

We saw who is running the Federal Reserve – triumph of center over the periphery?  

Last week, which was supposed to have confirmed the ascendancy of the “Stalinist” faction within the Federal Reserve, 
instead showed who is boss. As George Orwell rightly put it in Animal Farm - we are all equal but some are more equal 
than others. Janet Yellen’s speech trumped the regional Federal Reserve chiefs and created a powerful tailwind for the 
US stock market.  

“Brute” employment data lends optimism to no-recession scenario  

This positive sentiment was buttressed by the employment data on April 1st – with “brute” employment rising and a modest 
increase in wages. This was seen as a further confirmation of a steadily falling recession risk, posited on US economic 
data.  

This contrasts with continued concerns as to slowing global growth, persistent deflationary pressures, volatility 
in commodity and oil prices and political risk.  

Federal Reserve shifts focus to foreign shores – worried as to triggering a tectonic mass of money displacement  

We see these factors, in particular concerns as to a precarious equilibrium in the EM space, as staying the US central 
bank’s hand. The renewed apparent moderation stems from systemic and not cyclical concerns as central banks seek to 
discern the tipping point between economic slowing and a rush for the doors.  

Manufacturing shows signs of life – is this an enduring recovery?  

Manufacturing data in the US and Europe has further buttressed hopes of an incipient economic stabilization. Whether 
this represents the beginning of a turnaround or a cyclical “catch-up” recovery within a stagnating long cycle remains 
unclear. We tend – on the basis of a still considerable output gap and faltering capital investment - to lean towards the 
former.  

Return of fundamental analysis to the oil market  

Oil prices have once again come off the boil. We are seeing a return to a fundamental analysis posited on “cash and 
carry” fundamental analysis as opposed to prospective rebalancing via concerted action by some major producers. 
Continued abstention by Iran and uncertainty as to Libyan and Iraqi intentions, has cast a pall on the efficacy of collective 
action.   

Commodities advance slows – gap between long term prospects and short term bounce closing  
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As concerns commodities, prices have stopped their advance, with investors increasingly centered on global growth 
prospects. We have often commented on the divergence between the longer term prospects of the sector – as reflected in 
asset disposals and capital investment slashing to raise cash and reduce gearing – and short term price rebounds.  

Share price gains have stemmed from liquidity inflows limiting insolvency risk, as opposed to a strengthening of 
economic fundamentals.  

Europe continues multi-front battle  

Europe continues to battle on multiple fronts – with political and economic factors increasingly intertwined. With the UK 
EU referendum less than three months away, polls continue to indicate a tight race.  

Political Risk  

UK – EU referendum sowing uncertainty  

This continues to sow uncertainty with regard to both sterling and the prospects for the UK economy. Reflecting the 
growing respectability of the leave faction, a growing number of leading business personalities are throwing in their lot 
with the exit group. We see as critical that the former HSBC CEO has come out in support of the exit solution.  

Coalition of the willing is steadily weakening!  

As regards the oil price, we are seeing Saudi declarations increasing the “conditions precedent” for a production freeze  - 
at best a weak solution.  An agreement on the Yemen war, may remove some of the geopolitical uncertainties and add to 
the downward pressure. We view as sobering that Saudi Arabia is moving towards establishing a 2 trillion US Dollar fund 
for a post –oil world.  

Greece – challenges on multiple fronts  

Last but not least - there are machinations apparently with regard to the IMF role in the Greek rescue. Whether an IMF 
exit shall be sufficient to derail the program is unclear but this is a reminder of a problem that shall not go away. On the 
migrants issue, we are reading reports of rioting and stabbings in the Greek camps. We expect that the worse is yet to 
come. 
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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. 

 

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. 

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, electronic, mechanical, 
photocopying, recording, scanning or otherwise without prior expressed permission in writing from Tigress Financial Partners LLC. 

All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service of their respective 
owners. 
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