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May 19th 2016  

Markets moody, sulking about Federal Reserve minutes – US central bank sees 
“all clear”? Commodities on the back foot – where is the explosive growth? 
Brazil – moving to a different beat – Is Temer the Brazilian Monti?  

Markets picking up from where they left off yesterday – falling!  

Markets are picking up where they left off yesterday and continuing to fall, with 
investors across stocks, fixed income and non-dollar currency digesting the Federal 
Reserve minutes. While some see the minutes as having come out of left field, they 
are in fact a faithful reflection of everything that many Federal Reserve officials have 
been saying for several months.  

Federal Reserve looking beyond 50 blocks in Manhattan  

The crux of the matter is that the Federal Reserve is looking farther than 50 blocks in 
Manhattan with a perceived reduction of systemic risk being the trigger for a possible 
rate rise. China has not unleashed another currency driven crisis, the Euro Zone 
continues to trundle along and emerging markets sovereign defaults have not – yet - 
materialized.  

Argentina bond issue – is this an “all clear” signal for raising rates?  

In fact, Argentina tapping the capital markets is precisely the broader risk-on signal 
that the Federal Reserve is looking at. Major emerging market sovereign defaults 
have not – yet – materialized and commodities have come off their lows. Central 
banks can accept an orderly withdrawal into “the new normal” – but a rout is deemed 
dangerous.  

In this context, we view as important that the scare around the commodity 
traders and miners with their massive banking and risk intermediation linkages 
has somewhat abated.  

UK – EU referendum tops event risk list  

What possible further impediments remain in this otherwise “optimal” environment? 
We tend to view this in terms of event risk with the UK – EU exit referendum topping 
the list. Will the US central bank raise rates and contribute to stoking market 
turbulence while the Bank of England is busy getting liquidity and currency life boats 
ready?  

For an occurrence which is deemed unlikely the attention bestowed upon it by 
the press and central banks is truly impressive.  

Who do you believe? UK referendum an act of faith  

With regard to the UK – EU referendum pound is putting in a strong performance. 
This is driven by a poll showing a widening lead for the “remain” camp. Support is 
being driven by “The devil I know” attitude on the part of many conservatives. Other 
polls show the gap closing. The undecided are still numerous – do not count your 
chickens before they hatch!  
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US elections - some argue – Federal Reserve shall not raise rates  

Another key argument adduced by the partisans of non-intervention focuses on the US presidential elections. We see this 
as farther off on the time spectrum then countenanced by the central bank’s metrics. By this reasoning there should be no 
action until at least one year into the presidential mandate, when economic guidelines shall have been defined.  

Should we worry about the US Dollar?   

Last but not least concerns as to the impact of a rate increase on the US Dollar are still present. The fear is that raising 
interest rates shall boost the US currency limiting US exports and reducing the value of US companies earnings from 
abroad. This shall also lower import prices and increase deflationary pressures.  

We see these arguments as having a lesser impact as systemic risk is seen as overall decreasing. The Federal 
Reserve is now squarely on the home front with the global economy having been written off as a bad job.  

Henceforth known as “The minutes”! 

While the systemic factor may be attenuating – the Federal Reserve minutes – henceforth to be known by historians as 
“The minutes” – are exercising pressure on oil and commodity prices. The prevailing explanation is that this a function of 
the cost of carrying inventory for non- US Dollar based buyers. This views raw materials as a currency proxy.  

Commodity super-cycles ultimately driven by growth – where is it?  

We beg to differ and see commodity weakness as also reflecting concerns that the Chinese speculative stockpiling is 
ebbing as well as concerns that growth – the ultimate driver for the sector – is going nowhere.  

The limits to growth are no longer defined by traditional economic metrics but by the extent to which the Chinese 
government is willing to defy accounting and continue to subsidize overcapacity. 

Euro down on minutes – exactly what the ECB wants!  

As might be expected, the confirmation of deflation summed with the Federal Reserve stance is exerting further pressure 
on the Euro. This should provide a slight lift to Euro Zone exporters who may be able to re-route some of their sales from 
the EM space to a slowly advancing US economy.   

Brazil – moves to a different beat!  

Turning to the EM economies, we are closely following the Brazilian situation which we see as having a fundamentally 
different dynamic than the other economies designated as emerging.  

Is Brazil an emerging market? Was a global powerhouse already in the 1970’s!  

In fact, we wonder whether Brazil’s designation as an emerging market was more a function of foreign retail investors and 
asset managers stepping up their exposure as opposed to weight in the global economy.  

Is Temer the Brazilian Monti?  

The parallels between Temer’s government and the Monti government in Italy following Berlusconi’s exit are striking. Both 
are moving into the top slot at a moment of acute crisis. Like Monti, Temer has assembled a team of “best and brightest” 
technocrats to push through reforms. Time is tight and many politically unpopular reforms shall be blocked. We may be 
seeing “Monti” redux.  
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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. 
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