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May 20th 2016  

Stock markets on firmer footing – US looking isolationist – European populism 
on the boil – UK leave partisans – deserters?  Oil – we are trading at the short 
end  

Stock markets in Europe on a slightly firmer footing – once again Nigerian 
disruptions!  

Stock markets in Europe are on a slightly firmer footing this morning lifted by rising oil 
prices – the disruption trade – and stronger commodities. Better than expected 
housing construction data from China is stirring hopes for “Dr.Copper” and giving a 
lease on life to the mining stocks. 

We continue to see oil and commodities as marching to different beats, with oil 
having a global market while commodities are largely focused on one market 
and one story – China.  

US focused on domestic – increasingly isolationist?  

In the US the focus shall be on existing home sales and further declarations by 
Federal Reserve officials. The US economy is taking on increasingly “isolationist” 
allures – with housing a non – tradable and the central bank the outlier in monetary 
policy.  

Global growth not the key factor for the US economy    

Global growth merits mention in releases by the US central bank as a risk factor and 
is not seen as the key economic motor. The focus is on domestic consumption. 
Abroad foreign markets are often the critical balancing factor – with export weakness 
taking priority over slow wage increases as a sign of trouble ahead.  

US consumer – modern version of “The Forgotten Man”  

Markets appear to have brushed off the Philadelphia manufacturing index’s abysmal 
performance. The focus is now squarely on “The forgotten man” to cite the title of 
Amity Shlaes’s excellent book – the US consumer, whose resurrection has been 
hitherto announced several times prematurely.  

New York Federal Reserve lifts spirits 

Sentiment has not been helped by statements from the head of the Federal Reserve 
Bank of New York that the US economy is moving in the right direction. An interest 
rate increase in June or July is possible – with the principal road block not the US 
economy but “event risk” – financial volatility before and possibly after the Brexit vote.  

Expect a “last hurrah” from the Federal Reserve before champagne pops!  

It is not given us to know if the US central bank shall follow through in June or July. 
We are however expecting a “last hurrah” of the Obama Federal Reserve prior to 
year-end. Not raising rates would be tantamount to stating that the US economy is 
dead in the water – which by several metrics it is!  

Key impact of US monetary policy in EM space – exception is Brazil  
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We continue to see the principal impact of a prospective increase in US rates in the EM space. The exception is Brazil – 
where internal politics trump US policy, a stronger US Dollar will accelerate the rebalancing of the trade balance and 
foreign debt ratios remain relatively low. 

Is it all about the Nigerian Delta?  

With regard to the oil price disruptions are still the pace setters with Nigeria once more in the limelight. This is nothing new 
– the author of these lines was in Nigeria in 1980 and remembers major security concerns. Disruptions play out at the 
short end of the curve – the real game is on “The Far Side”!  

Focus on Europe 

Greece- Is this a new beginning?  

With regard to the Euro Zone, we are pleased to see that Greece’s primary surplus has exceeded the “occupation” level 
targets set by its rescuers. While this is positive the key point cannot simply be extracting water from a stone but 
succeeding in restarting the economy.  

Juncker takes a swing at Brexit – “exiteers” = deserters!  

As regards the UK – EU referendum the temperature has been raised by declarations by Juncker – president of the 
European Commission – that should the partisans of going it alone carry the day, they shall be treated as deserters! 
Following a UK exit it would not be “business as usual” and the UK would be a “third party” state.  

UK referendum part of massive EU populist groundswell  

Whether this grim warning shall sway the undecided remains to be seen, however the front appears to have stabilized. 
We see a hard core of approximately 40 per cent of Euro-sceptics representing a “protest vote” echoing the populist wave 
engulfing continental Europe.  

Achtung Austria!  

The Europe of the nation state and limited integration may well receive a further boost should the Freedom Party 
candidate become the next Austrian president. It might set a precedent for other EU countries where the populist right is 
waiting in the wings.  

Populists can exert considerable power in opposition  

What we see as significant is not that these candidates may get elected but that parts of their programs may be adopted 
by the government parties. The ability to exert influence without the responsibility of power is a key first step.  

Not alone in our evaluation of the UK economy  

Returning to the UK, we are pleased to see that our assessment of the UK economy ex- Brexit is being echoed by none 
other than representatives of the Bank of England. Slowing growth in the emerging markets is not a function of Boris 
Johnson and the low wage and low inflation problems pre-date the UK – EU panic.  

Should the UK not vote to leave the EU – this shall at best maintain the status quo. There is no easy solution to 
re-defining purchasing power in economies ever more focused towards low paying service employment.  

Seeing a sharp drop in Euro Zone investment grade yields  
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We are seeing a sharp drop in investment grade Euro Zone corporate debt in anticipation of ECB bond buying. Whether 
this shall do the trick in kick starting both the economy and inflation is doubtful.  

Will European investors offset Federal Reserve tightening?  

What it is doing is pushing European investors to buy US debt. Given the faster “pass through” of lower financing costs in 
the US this may prove positive for the American economy. Could this be the offset to Federal Reserve tightening? 
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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. 

© 2016 Tigress Financial Partners LLC. All Rights reserved. 

 

http://www.tigressfinancialpartners.com/

	Contacts
	Research Report Disclaimer
	About Tigress Financial Partners LLC

