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September 2nd 2016  

European markets higher ahead of jobs data - several obstacles to higher 
inflation in the US - US productivity collapses, services take their toll - Apple will 
repatriate cash, so what?  

European markets opening higher - bravery or bravado?  

European markets have opened higher, seemingly overcoming bouts of nerves with 
regard to today's US jobs report. Sentiment is also receiving a lift from firmer oil prices. 
The optimism is fueled by Putin's hopes and support for a production freeze - whether 
this shall make much difference other than legitimize oversupply remains an open 
question.  

Focus still squarely on US jobs data - spanner in works low inflation  

As expected  the focus remains squarely on the US jobs data with the majority of 
forecasters still seeing a steady increase in job creation and a further drop in 
unemployment. The spanner in the works remains the inflation data and closely linked 
thereto wage increases. We continue to see the Federal Reserve fighting an uphill 
battle on the inflation front: 

We are in a two-tier labor market  

The labor market has bifurcated into an advanced economy and early stage emerging 
market structure. We are seeing increasing labor market informality and less income 
stability.  

Pricing power kaput!  

Broad based demand remains hostage to extensive discounting, crushing pricing 
power. The effect is being compounded by continuing global overcapacity and 
dumping.  

Federal Reserve only advocate of rate increases  

With the Federal Reserve still the only major central bank discussing interest rate 
increases barring a Trump victory a massive short term US Dollar devaluation appears 
unlikely. This shall constrain the scope for imported inflation.   

US manufacturing disappoints - economy at the mercy of the consumer  

Yesterday's focus was on the US ISM manufacturing data which indicated not only a 
contraction in the segment but also weakening exports and new orders. We are not 
surprised and confirm our view that the task of steering the US economy higher now 
lies squarely with the consumer.  

Fact remains that results of shops catering to the lowest income groups have 
disappointed, highlighting the continued squeeze on incomes and available 
liquidity for many US consumers.  
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US productivity collapses - also a result of shift to services  

We were not surprised to see that US productivity has once again fallen.  While this is certainly in part a result of low 
capital investment, we see it as also reflecting the massive shift towards services. The service sector is not as scalable as 
manufacturing requiring more people to significantly ramp up revenue. 

We shall see both more hiring at in absolute low wages and already weak profit margins squeezed. While the ISM 
manufacturing data showed a strong rise in compensation, this sector is barely more than 10 per cent of the US 
economy. This shall not be enough to lift all boats.  

Are the UK remain camp still hoping against hope?  

Turning to the UK, we are not surprised to see that the what remains of the remain camp has not abandoned hope of 
reversing the brutal defeat inflicted on them. The initiative Open Britain seeks to bring about an EU light solution. This is 
flying directly in the face of the UK Prime Minister's reiterated statements as to immigration and the smugness 
generated  by better than expected post - vote economic data.  

Economic issues are secondary in the debate. The vote was not about GDP but about "The Boat is full". Whether 
the economy floats or sinks is relevant only in the context of relative performance within the bounds of a new 
political framework.  

Apple shall repatriate cash - so what?  

Will Apple's declaration as to repatriation of cash held abroad make a difference? Apple has apparently decided that it 
wishes to reduce reputational risk following the debacle in the Emerald Isle. Much is being made of prospective cash 
repatriation. We see the crux of the matter not in terms of wire transfers but what you do with the money when it hits your 
account.  

Will this cash spur capital investment or shall the only change be its domicile?  The key problem in the global 
economy remains underinvestment - moving cash around shall not solve it.   
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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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All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service of their respective 
owners. 
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