
 

 

Jean Ergas 
(646) 780-8880 
jergas@tigressfp.com 
Twitter: @jean_ergas 
 
Tigress Financial Partners  
Member of FINRA / MSRB /                  
SIPC 
500 Fifth Avenue 
New York, NY 10110 
(212) 430-8700 
www.tigressfinancialpartners.com 

 

To subscribe to Jean’s Global 
Macro Overview, order 
customized reports, or gain 
direct access to Jean, contact 
research@tigressfp.com. 
 

 

 

 

 

 

April 28, 2016 Macro Snapshot – Chief Economist Jean Ergas 

Tigress Financial Partners 

© 2016 Tigress Financial Partners LLC. No part of this report may be 
reproduced or redistributed in any form. 

 

 

  

April 28th 2016  

Chill wind out of Japan – Waiting for US GDP -  Oracles of Delphi speak – so 
what! Global risks have not vanished – global corporate pricing power weak 
and getting weaker - Fed up with rationalizations about the technology sector – 
Is this “The Polaroid Economy”?  

Silent vigil for the US first quarter GDP  

Today we shall see the march of the US economy and the extent to which the first 
quarter shall prove to be a pleasant surprise or a shock. The US economy is not firing 
on all cylinders. Will this change?  

Chill wind but not from the usual suspects!  

A chill wind is blowing this morning but not from the “usual suspects” – China, Euro 
Zone and the EM space. The grim tidings are instead coming from the “elephant in 
the room” Japan. The central bank has decided to in the face of deflation, economic 
contraction and slowing export markets take no further action.  

Rest of world not on a 90 day schedule!   

The rationale is - taking a page from the ECB – that monetary measures work with a 
lag and that patience is required. We might add that outside of the US and 
increasingly Europe, the world is not on a 90 day schedule! Corporate strategies are 
crafted over decades and national development plans rule the day and not stock 
buybacks.   

While Japan’s contribution to net global growth was expected to be modest, 
what has unsettled investors is whether this means a growing independence of 
central banks from their governments.  

Draghi hits back! Patience shall be rewarded!  

With regard to the Euro Zone, the head of the ECB has retorted to German criticism 
that low interest rates and zero returns for savers are fomenting a resurgence of the 
extreme right. This is especially acute in a region where the population is aging 
rapidly.  

Endless easing – how does this end?  

Draghi’s answer that low rates are a bulwark against deflation and that they shall 
eventually spur growth rings somewhat hollow. Low rates, bond buying and targeted 
lending programs have done little on either the growth or inflation front. The Euro 
Zone’s difficulties go well beyond monetary policy!  

Do not be fooled by US Dollar 45 oil – pressure is still on!  

We read with interest that the Norwegian government has made a foray into its 
pension fund to cover a budget deficit. We are not surprised and see this as the 
beginning of a trend among oil and commodity producers. This is likely to lead to 
substantial sales of investments and reduction of liquidity in a broad range of asset 
markets, in particular the alternative asset class.  
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This is not about shale but about avoiding Syria in the Gulf   

Many cheer that oil is once again at the stratospheric level of US Dollars 45 – seen as unthinkable three years ago. While 
lessening defaults risk among private operators, this is still not sufficient to plug the gaps for either higher cost producers 
or Middle East countries intent on preserving social peace.  

The oil price is not about shale in the US but about avoiding a Syria in the Gulf.  

Focus on the Federal Reserve  

“Collective Oracles of Delphi” speak, no great surprises!  

The collective “oracles of Delphi” have spoken and there are no surprises. The Federal Reserve is sticking to its script of 
an improving US economy, strengthening labor market and a recalcitrant inflation rate.  

Are puzzled by confidence as to higher wages  

We are seeing more realism with regard to wage increases, which in the absence of a substantial boost of oil and 
commodities, remain the lynch-pin of the argument for higher prices. One is disappointed by a continued lack of 
recognition that the labor market has changed to the disadvantage of the worker in the developed economies.  

In phase 1 global groups outsourced. We are now in phase 2 where technology shall make mince-meat of 
arguments based on wage differentials. Before we substituted expensive labor with cheaper labor, soon labor 
shall globally be a smaller part of the equation.  

Global risks – have they all vanished?  

With regard to the global context, we are seeing fewer references. We see this as reflecting – possibly unjustifiably – 
fewer concerns as to systemic risk stemming from either China a natural resources crash or both. This takes us back to 
our original starting point, that the car slowing is acceptable while a car crash is not!  

Federal Reserve ready to tolerate an inflation overrun- so what?  

What shall be the consequences of yesterday’s debate? The Federal Reserve continues to advise caution and baby 
steps. However it is not backtracking from its stated policy of raising rates. Some are arguing that the US central bank 
shall be ready to tolerate an inflation over-run. We see this as irrelevant. For global groups an inflation rate of two per cent 
is a rounding error!    

US pricing power struggling to get up on the count of nine, the Euro Zone getting ready for a dress rehearsal of 
the 1930’s and China still overproducing make a repeat of the Weimar inflation unlikely.  

Focus on technology  

Is this the end of an era?  

At the crossroads of macro and micro, we are silent witnesses to the selective butchery taking place in the technology 
sector. Several of the idols appear to have feet of clay. Three key issues arise: 
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Are we looking at a product problem?  

1. Is this a product problem – if so have the giants seen the best of it?  

2. Is this a macro issue with tech having mutated into a new form of commodity reflecting global demand trends?  

3. Will there be contagion from tech to other stock sectors and more broadly, investment assets?  

We shall take the Fifth Amendment! We are in “The Polaroid Economy”  

On the first point, we shall take the Fifth Amendment lest we are accused of being against the idea of progress! However, 
we have largely built our so-called economic recovery on debt and the purchase of useless goods. We might call this “The 
Polaroid Economy”. Cuteness doth not make sustained growth!  

Class distinctions solidifying – less need for status symbols  

With regard to the second, we are seeing the slowing of two key trends. The first is the initial wave of the creation of the 
global middle class. This is paralleled by the lesser need for status symbols as societal boundaries start to firm.  

Watch out for concentration of tech holdings!  

We consider the last point as the most beguiling. In 2000 tech investment was dominated by companies without products 
bought by investors without brains! Now technology has gone main-stream and is held by large institutional investors.  

The considerable weighting of a small number of companies needs to be seen as a potential source – as the 
British might say – of “some unpleasantness”!  
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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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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 
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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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