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May 4th 2016  

Federal Reserve speaks – markets nervous. Is there life in commodities after 
China? We shall hear from US services “The silent majority”. Europe in the 
thrall of global macro – earnings being revised downwards!  

Puerto Rico – is this the next Greece?  

We are seeing further twists and turns in the saga of Puerto Rico. The US Treasury 
Secretary has called for a restructuring plan and not a disorderly rout as allegedly 
advocated by some hedge funds. The key concern is an internal “contagion”. Shall a 
Puerto Rico debacle massively impact the US municipal bond market?   

We see this as a US focused issue with scant interest by foreign investors in 
the US municipal market – the most “Monroe Doctrine” financial asset!  

Mind the gap!  

Markets in Europe are once again lower as investors are once again forced to 
confront the divergence between market optimism - Federal Reserve shall not raise 
rates this year, and the latest declarations by Federal Reserve officials.   

Slow growth is acceptable – a systemic implosion is not!  

We continue to see the US central bank as seeing the trigger for action in a reduction 
in financial volatility and attaching systemic risk. Slow growth is acceptable an 
implosion is not. Whether the Federal Reserve is factoring in the opacity of Chinese 
data is not clear.  

Are we seeing a return of reason in commodities?  

Sentiment is also being impacted by falls in commodity prices and oil yesterday – 
markets are starting to reassess on the basis of fundamentals. We are seeing this 
visibly in the sharp falls in stocks across the sector, where investors are 
distinguishing between short term price spikes and the longer term prospects.  

Picking the winners amid a sector consolidation is no longer a sufficient 
reason to ramp up allocations.  

Where is the “silent majority” – services!  

US data today may provide further insight into the march of the US economy - 
including the ISM non-manufacturing index.  Services are primarily consumed 
internally and rely on domestic inputs, showing the strength of the “silent majority” 
and a filtered reading of pricing pressures in the US economy.  

 

https://twitter.com/Jean_Ergas
http://www.tigressfinancialpartners.com/


 

 

 

May 4, 2016 
Page 2 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. 
© 2016 Tigress Financial Partners LLC. No part of this report may be reproduced or redistributed in any form. 

 

Can the US economy retain pricing power?  

We shall also be seeing international trade. This may provide some clues as to the impact of slowing growth and financial 
volatility on US exports – which have tended to be high value added allowing US companies substantial pricing power.  

There is not a one – on – one pass through from spot FX to exports  

These companies are listed on the stock exchanges having a disproportionate impact on the wealth component in 
purchasing power. We continue to see the currency driven view of foreign trade – short the currency and long the 
exporters- as losing relevance.  

Will there be “Dancing in the streets” on May 6th?  

We shall see the US focus gather steam as “Thank goodness it’s Friday” looms into view with the jobs report on May 6th. 
Whether this shall be a festive occasion or not is still open to some doubt. 

Can we bridge the gap?  

Today’s ADP data coming in far below expectations may induce some caution as to the increase in the number of the 
purchasing! ADP was 156000 – the consensus forecast for May 6th is 200000 – can this gap be bridged?  

Europe in the thrall of global macro 

Turning to Europe, we are seeing stocks once again getting trounced, with macro data leading to yet another downward 
revision in earnings.  With many EU groups reliant on foreign markets for the majority of their revenue, micro is quasi 
synonymous with global trends. 

Euro Zone GDP constrained by export markets -  services improving gradually but not enough for take-off 

Euro Zone services data continues to post a gradual – albeit gradual – expansion. However remains insufficient to lift 
GDP forecasts.  We continue to see further downward revisions to growth as a distinct possibility – with corporate revenue 
increases driven by massive price discounting.  

No rest for the wicked!  

Looking longer term, continued admonishments to the recalcitrant to reduce their deficits appear to be finding scant 
following. Rock bottom interest rates are not seen as sufficient to reduce an overall single currency area debt to GDP ratio 
of 93 per cent. Structural reforms are once again invoked in a no pain – no gain scenario.   

This is a suffer today jam tomorrow proposition. Austerity as practiced in the interwar years in Europe, is simply 
not working. This is starting to look increasingly like the gold standard by stealth.  
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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. 
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