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March 22nd 2016  

World shocked by terrorist attacks. Reaction in financial markets hitherto 
moderate. Euro Zone somewhat disappointing.  
We await US data – is manufacturing recovering?  

World shocked by new terrorist attacks  

Markets are being impacted by further frightful terrorist attacks in Europe in Brussels. 
This appears to be a direct consequence of the arrest of major suspect in the Paris 
November attacks. We are seeing caution in the equity markets and a move towards 
the US dollar as political risk is seen once again increasing.  

Brussels – city symbol of international cooperation  

The attacks – in Brussels – capital of the EU and city representing international 
cooperation shall provide further fuel to the UK Brexit debate. The supporters of 
leaving the EU shall argue that this reflects the security dangers inherent in an 
opening of borders.  

This shall revive fears of multi-culturalism  

We also see these objections as part of a continuing critique of multi-culturalism, part 
of the broader opinion shift against globalization. We cannot emphasize enough that 
every terrorist attack shall provide ammunition to populist and right wing movements 
in both Europe and the US.  

The immediate consequence shall be further strife, notwithstanding the EU – 
Turkey agreement regarding the migrant and refugee crisis. We cannot 
emphasize enough that political risk is now driving long term strategy.  

Caution in the financial markets – reaction hitherto moderate  

We are seeing predictable caution in the equity markets, although the response has 
hitherto been moderate. Investors appear to have assumed that the struggle against 
terrorism would be ongoing. The key question remains the extent to which terrorist 
attacks can induce caution with regards to both consumption and capital investment.  

Euro Zone growth remains weak and uneven 

Euro zone data released today shows the single currency area growth as both 
uneven and weak. German manufacturing is growing at very modest pace, while in 
France – possibly reflecting a “catch – up” mild upturn in a flat environment – 
manufacturing has posted slight growth. The data is pointing to first quarter Euro 
Zone growth of 0.3 per cent, notwithstanding massive ECB support.  

Will we see a change of Euro Zone policy?  

Should this situation persist, this may help a change of policy from austerity to 
moderate fiscal stimulus in countries which can afford to do so. The Euro Zone is 
increasingly looking to Germany to borrow at low rates and to plow the proceeds into 
the economy.  
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What is certain is that as security concerns mount, the need for cooperation increases. This may provide 
bargaining power to countries disproportionately to their economic weight.  

Not safe as houses!  

Turning to the US, yesterday, the mood was dampened by disappointing housing data for existing houses – which 
tumbled to 2009 levels. We see this as the least of the worries which should be occupying investor minds. The US 
housing sector is a factor reflecting ability and willingness of US consumers to commit to “big ticket” purchases, however 
no longer a harbinger of a financial meltdown.   

Importance of housing sector is now diminished  

While recognizing the importance of the housing sector in the US since the financial debacle it has ceased to be the 
leading factor driving the US economy – both in terms of second round effects to the “feeder” sectors and as a proxy 
piggy bank for the improvident.  

The US economy has become far more sensitive to external markets – seen as both a source of revenue and a 
potential locus of systemic risk. US housing pales in comparison to a Chinese devaluation or a break-up of the 
Euro Zone.  

We are reverting to early post-crisis model  

Today we shall be seeing manufacturing data – which may give us some insight as to whether the contraction in the US 
“economic workhorse” is starting to ebb. This shall be followed later this week by durable goods.  

With retail still expanding below expectations, we are seeing a reversion to the dual axis of manufacturing and 
central bank policy.  

Federal Reserve officials ready to challenge conventional opinion  

Yesterday, Federal Reserve officials – presidents of three regional Federal Reserve banks – were not remiss to go 
against the grain. The working assumption remains that the US economy shall – according to the US central bank’s 
metrics – continue to improve, the focus being on a “brute” job growth and inflation expectations; The Federal Reserve 
shall continue in its “normalization” policy. 

Federal Reserve walking a tightrope – Are we at the end of the line?  

We see the Federal Reserve as walking a tightrope between wishing to avoid triggering a systemic “money run” out of the 
EM space and not accumulating some slack to counter a cyclical downturn. We may well ask whether the US central bank 
believes that we have reached the apogee of the recovery? 

Are US shale producers gearing up for the siege?  

As concerns the oil price, we are seeing upward movement in the absence of any change in the fundamentals. There 
remains an excess supply and the US shale producers may have hit the short term production trough. The increase in the 
rig count last week may give some food for thought.  
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Do not underestimate shale falling cost curve  

The market may well be underestimating the relative resilience shown by the US stalwarts following a blow which would 
have felled an ox. Cost deflation and consolidation shall continue, with alternative oil technology advances outpacing 
change in the traditional oil sector.  
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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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