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May 11th 2016  

Bears back for more porridge? Banking turmoil shall continue – fasten your 
seat belt! UK referendum – pro EU camp has threatened everything except the 
Black Death! Turkey plays hardball with human beings – we are beyond 
shocked!  

Are the bears back for more porridge?  

Are the bears back for more porridge? European markets have gotten out bed on the 
wrong foot, with the never ending bank problem dealing a powerful body blow to the 
Italian market.  Oil is slightly firmer on yet another “disruption” story – this time from 
Nigeria. Brexit continues to roll forward, with ever more intimations of eternal 
damnation against those voting to opt out.  

Economic outlook uncertain capital investment collapses and capital flight 
increases – AM banks not commercial banks!  

What do we make of the above? We are not surprised by the Italian banking story. As 
we mentioned yesterday, better than expected results from banks focused on asset 
management are almost a contrarian indicator of the health of the global economy. 
With business confidence and capital investment weak, the “Pavlovian” instinct to 
build up cash and “sit it out” rapidly becomes the dominant strategy.  

This is not only about Italy – fasten your seat belt!  

We are starting to see a growing realization that the Italian banking crisis, seen 
initially as a legacy problem with scant EU ramifications – has considerable potential 
for contagion. The sovereign risk – banking system link is being rapidly reinstated 
and we shall continue to see 10 per cent plus drops in banking stocks. Investors are 
advised to keep their seat belts fastened!  

UK referendum starting to resemble 1948 elections in Italy!  

Brexit continues to dominate the headlines, with the campaign starting to resemble 
the historic 1948 Italian election and the defeat of the left-wing coalition! The anti-
communists used the highly effective slogan “God sees you – Stalin doesn’t”! Voting 
for exit is seen as tantamount to wishing to become a popular republic.  

This seems to be the style of the pro- EU camp – which is threatening 
everything except for the Black Death should the “exiteers” carry the day!   

For an unlikely event – a lot of FX hedging! 

This has not seemed to deter the “hard core” 40 per cent of voters who appear ready 
for the great leap into the unknown. In this situation, we are not surprised to see 
massive hedging by the large UK groups – who we read are buying insurance against 
more than 80 per cent of their long sterling exposure.  

There is no such thing as a domestic company  

For an event whose odds the bookmakers put as slight – the smart money is taking 
no chances! Smaller domestically focused companies are not hedging with the same 
ardor, seeing limited cash transaction exposure. What many shall wake up to is 
economic exposure driven by uncertainty ripping through their balance sheets.   
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Will UK trade data encourage the “exiteers”?  

With regard to the UK – EU referendum trade data may play to the “exiteers”. While exports to the EU are falling, trade 
with some of the emerging markets is up sharply. This shall lend further credibility to the view that Europe is a slowly 
sinking ship. The future is in other markets and the UK needs the flexibility to make better trade deals. 

Has empire gone full circle?  

Looking back it is tempting to view the exit UK movement as a desire for the UK to play a global role, following the end of 
empire in the early 1960’s, decline in the 1970’s and renaissance within the EU. The legacy of the English language and 
in some countries – similar institutions – is now coming to fruition.  

Turkey threatens to unleash flood of refugees – some call it blackmail  

Turkey is playing hard ball with the EU regarding the refugees. A flood of refugees is threatened should visa free travel 
not be rapidly approved and Euro 3 billion of aid be disbursed. The money is to be handed over with scarce controls over 
its use – some call this blackmail.  

Not appropriate viewing for the faint of heart!  

We shall not comment on the level of the discussion – tactics reminiscent of those used by the “Ancien regime” of 
Gheddafi in Libya. What is however evident is that the Turkey – Germany axis – if it had ever existed – is rapidly coming 
unglued. This does not bode well for the future of the EU. Expect some very ugly scenes – not appropriate viewing for the 
faint of heart.  
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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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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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