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Has money died? US inflation up! Is the real economy about interest rates? UK 
referendum – more twists and turns – how will this end? Buffet takes a bite of 
the Apple – will he come back for more? Oil – a castle built on disruptions?  

Is this “When money dies”? US inflation edging up  

US core inflation is now running at 1.1 per cent, still well below the central bank’s 
target of two per cent but improving. We view this under a dual optic. Will the Federal 
Reserve now raise rates preemptively and if it does what shall this do the real 
economy?  

US central bank shall raise rates this year at least once  

We still see the Federal Reserve as positioned to raise rates again this year at least 
once. If it does not this is tantamount to admitting that the endless monetary tinkering 
has gotten us nowhere. This shall be the final consecration of the “bubble 
economy”.   

Interest rates irrelevant to “real economy” – this is about availability of credit 
more than its price  

As to the real economy, the key factor has not been the level of interest rates but the 
availability of credit, with banks increasingly constrained by capital requirements this 
is a long term problem.  

US stock futures lower – oil thrill starting to fade   

After a burst of enthusiasm yesterday the US stock futures are lower as investors 
await a spate of economic data and the FOMC notes tomorrow. Animal spirits are 
also being kept in check by a slight fall in oil prices as the impact of the supply 
disruptions starts to ebb.  

Are disruptions becoming permanent?  

We are starting to see a shift in investor perception where disruptions are starting to 
be seen as permanent. This raises the issue of who is running the oil market – the 
guerillas in the Nigerian Delta or Saudi Arabia? Shall a collapse in bloodshed of the 
Venezuelan regime echo the Iranian revolution in 1979?  

UK referendum so important – whole world should vote!  

Attention continues to be riveted on the upcoming UK – EU referendum. We believe 
that this is so important that the principal of “universal suffrage” should be applied in 
the literal sense of the word – the whole world should vote!  

UK inflation data disappointing – what next for monetary policy?  

Sterling had a slight bounce as the “remain” camp seemed to be edging forward but 
volatility remains high. The exit jitters are being compounded by disappointing 
inflation data – with the UK almost in deflation.  
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Low inflation or deflation in economies where leverage is a way of life – see the UK housing sector – may make 
for an ill wind.  

Italian GDP revised downwards – fighting a multi-front battle  

Turning to the Euro Zone, we are not surprised to read of the Italian statistical office positing 1.1 per cent GDP growth in 
2016. The Italian economy is fighting a multi-front battle with most of the difficulties structural, limiting upside in the event 
of a cyclical upswing.  

Forecasts shall be revised downwards again  

It is likely that the growth forecasts shall be once again revised downwards as exports continue to slow. While domestic 
demand is picking up, this is being fueled by massive discounting as companies opt for cash over profits.  

US - Buffet counts more than New York manufacturing   

With regard to the US – increasingly seen as the “last redoubt” of the global economy, yesterday’s Empire State miserable 
manufacturing data was brushed off by firmer oil prices and by Buffet’s purchase of Apple shares.  

Warren Buffet sinks teeth into “The Apple” – Apple in G-20!  

The US market took off yesterday with a vengeance following Warren Buffet taking a big bite out of the “Apple” signaling 
confidence in the market bellwether and global economic indicator.  

Apple in G-20!  

We have long argued that as at the Congress of Vienna in 1815, which recast Europe, we need to also recast the G-20 
and include leading corporates. Apple’s results have a greater impact than French GDP.   

Show me the moat!  

The purchase is in line with Buffet’s traditional investment approach, focused on companies with a substantial “moat”. The 
“moat” can be either brand or massive barriers to entry. Apple hitherto seems fit both.  

Can we compare Buffet’s Apple moment to Dimon’s El Alamein purchase of JP Morgan stock in February? Was 
this a turning point?  

Focus on the oil price   

Oil up on disruptions - what about Iran?  

Markets have recently been lifted by continued strength in the oil price – with disruptions now seen as pushing the market 
into a short term deficit. Whether this shall be sufficient to offset a chronic excess of supply and prospective increased 
production by Iran, remains doubtful.  

Iran has confounded the skeptics and shall do so again!  
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Iran has confounded the skeptics by increasing production far faster than expected. This was prior to improving their 
infrastructure which gives an indication of the potential ahead. As European banks and investors start to lose their 
reticence in dealing with Iran, events may move faster than expected.  

Do not underestimate resilience of US shale!  

The extent to which higher prices might also strengthen the resolve of the US shale producers may be underestimated. 
Current prices enable US companies to lock in protection via the options market at prices allowing cash costs break-even.  

We may be seeing the last dramatic wave of bankruptcies in the US shale patch, with the survivors positioning 
for a comeback.  

Oil a case study in political risk – is Venezuela on the brink of total collapse?  

The present burst of enthusiasm stems not from a concerted pull back but from a perceived peaking of political risk in two 
key producers – Nigeria and Venezuela. Both of these countries have been floundering for some time. Nigeria has not 
known how to harness its oil wealth while Venezuela is now also widely seen as a failed state.  

Asymmetry in perception of Venezuelan risk  

The Nigerian disruptions have been constant but have historically not had a lasting impact. We see the risk of quasi civil 
war in Venezuela as a more dangerous outcome which could shake confidence. The Venezuelan situation hitherto seen 
as a national – regional crisis may soon start having more global repercussions.  
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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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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 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). 
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