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June 15h 2016  

Markets taking a slightly more optimistic view – is this justified? – Is the “smart 
money” always right – Lehman bankruptcy? Remain cautious on the Euro Zone 
– needs stronger global growth to move into higher gear  

Markets taking a slightly more optimistic view – are they hoping for clemency 
from the Federal Reserve?  

Markets are taking a slightly more optimistic view of the globe, indexes are up across 
the board and battered Europe appears to have stood up on the count of nine. 
Investors seem to be shrugging off continuing concerns about Brexit and focusing on 
the Federal Reserve meeting today.  

Will the central bank focus on US retail sales?  

Will the US central bank deliver some comfort in the form of a “wait and see” stance 
on raising interest rates? Will foreign considerations override mixed signals from the 
US economy? Retail sales holding may induce the Federal Reserve to strike an 
optimistic note – linking the data to a tightening labor market.  

Betting houses wagering that the UK shall stay in the EU – hope they are right!  

As concerns Brexit the polls continue to show the “leave” group leading. The betting 
houses are taking the opposite side of the trade, arguing that when the “chips are 
down” voters will stick with the “devil they know”. The problem with this poll is that 
voters are voting across party lines, rendering traditional comparisons difficult.   

The “smart money” has been wrong before! The author of these notes well 
remembers the “smart money” telling him in 1982 that the stock market 
recovery would soon fade out. We saw!  

Do not confuse supply of inter-bank liquidity with support of asset prices  

There shall be no turmoil! This is what we are hearing from some investment 
managers who take comfort from the ECB already increasing liquidity flows. We see 
a key distinction between the supply of liquidity to the banking sector and supporting 
asset prices in the event of a “leave” victory. 

Japan and Switzerland will want to avoid massive currency revaluation  

What shall the other central banks do in the event of a nasty surprise? We see the 
key objective as seeking to both avoid “knock on effects” on inter-bank funding and – 
for Japan and Switzerland – pulling out all of the stops to prevent a massive currency 
appreciation.  

Buying of safe haven debt continues! 

Sovereign fixed income markets are continuing to feel the effects of safe haven 
buying with systemic risk fears trumping returns. We see as key that the buying is 
concentrated in German government bonds and US Treasuries – which seem to 
rapidly be becoming the destination for incremental cash.  

The focus on the US debt is eerily reminiscent of the Russian debt crisis in the 
late 1990’s, which brought down LTCM. Hopefully there are no hedge funds 
with massive leveraged spread narrowing trades!  

 

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


 

 

 

June 15, 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. 

 

Do not expect an investor’s strike – not about interest but about not taking a massive hit to principal 

Many thought that the fear factor was overblown and that bond yields would rebound following an “investor’s strike”. This 
reasoning works when the focus is on longer term returns. The current emphasis is not on returns but on shifting assets to 
a safe haven. Investors are not interested in “stocks for eternity” but in not suffering massive losses next week!  

Sterling FX options curve looking like Greek debt yield curve last summer!  

We are reading comments as to the “bump” in the FX options volatility curve – much higher at the short end and flattening 
towards the – in this case, appropriately named – “Far End”!  
This is reminiscent of the Greek bond yield curve at the height of last year’s crisis.  

Longer term companies can re-price or reduce exposure  

The curve does not flatten because an event is deemed impossible but because there is a massive demand to hedge 
short term transaction exposure. Once the shorter term is over – whichever way it goes- companies can adjust risk by 
repricing or reducing their exposure to the target risk.    

Euro Zone trade balance improves – year on year exports weak  

As concerns the Euro Zone the trade balance has improved, with lower exports year on year offset by lower imports. The 
point remains that this performance continues to be somewhat lopsided within the single currency area – with domestic 
demand still unable to offset slowing of global growth and exports.  

We remain cautious on the Euro Zone, with the bond markets sending a powerful signal as to both inflation 
prospects and growth.  

Oil price rise “sweet spot” for Saudi Arabia – allows less strain on reserves creating scope to “kill marginal 
players” softly!  

Oil prices are easing as the disruptions start to ease and the US players – the more efficient ones – start to gear up for 
round two. We expect the recent improvement in prices shall add further firepower to Saudi Arabia’s resources to wage its 
“elimination pricing” strategy war of attrition, pushing the marginal producers into a corner.  

We continue to see different estimates as to when the oil market shall move into balance. The point is not when 
this “ideal state’ shall be reached but at what price.  
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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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