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June 24th 2016  

Stock markets fall but stay open! – Big money shall start to move next week – 
watch out for falling pounds, expect sterling to hit 1.30 - We are anxiously 
watching the EU banks – Before “End of the Euro” now “End of the EU” – Will 
Scotland and Northern Ireland go their own way?  

UK property sector overleveraged and overvalued – shall we see a US 2008 
situation as “greater fool” strategy no longer applicable?  

Stock markets take a body blow but still open for trading  

We are nearing the end of the first day of the AR – After Referendum Era – with stock 
markets having taken a body blow but still open for trading. Currency, stock and fixed 
income markets have – as expected – effected a “step function” adjustment to the new 
circumstances. We expect that the “adjustment” process is far from over.  

Big money has not yet made its major move  

We see the current selling as still being “The weak hands”. The move to look for shall 
be the asset allocation repositioning of the large institutional investors. The market 
adjustment shall play out over a question of months and shall be driven by weight of 
money flows impacting currencies and asset classes.    

European banks slammed by exit vote – political uncertainty is added to 
negative rates, slow growth and increasing regulatory constraints  

Today’s events have once again highlighted the weak position of the European banks, 
with once again massive falls. Lloyds and RBS now posting declines comparable to 
those normally associated with banks in the European periphery does not bode well for 
next week. We see a return to stability in equities as not possible without a stabilization 
of the banking sector.  

Back to square one – sovereign debt bund buying reminiscent of the 2012 Euro 
Zone crisis  

As regards fixed income we have seen the expected shift to the top rated sovereign 
debt and the widening of spreads with the periphery. We have returned to the situation 
at the peak of the Euro Zone sovereign crisis.  

2012 crisis centered on the “End of the Euro” – are we now contemplating the 
“End of the EU”? French want to get on with it!  

The added element is that while the 2012 crisis centered on an “End of the Euro” 
scenario, the current commotion is focusing on a possible unfolding of the EU. To this 
point the French president has expressed the wish that the UK start exit negotiations in 
short order, that the others “might get on with it”.  

Euro Zone crisis central banks supported by governments – now governments 
driving policy  

The Euro Zone sovereign risk crisis was managed by the ECB and central banks with 
the “external” support of the governments. Now, with the driver of the crisis not 
threatened insolvency but a prospective secession, the primacy of politics is 
uncontested.  
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See UK pivot to emerging markets as “The Great Illusion” in the style of the classic French film masterpiece  

The UK shall need to start adapting to its new role as still bound economically to the EU while unable to influence the 
decision making process. We see the idea that the UK economy shall rapidly find a new axis in the emerging markets as 
not grounded in reality.  

Current exports to China are a fraction of trade with the EU and the vestiges of Empire now scant support in 
commercial negotiations.  

Spanish elections loom – shall the hard left advance?  

As regards the impact on other EU countries, we see the “leave” victory as fueling the populist wave and stoking demands 
for more flexible terms within both the EU and / or Euro Zone. This weekend there shall be a general election in Spain, 
with attention centered on the far left. Will voters be emboldened by the UK ballot?  

Austerity has run its course!  

Austerity has run its course and agreement on politically sensitive issues, such as the migrant crisis, shall be the 
bargaining pawn for a return to higher deficits and fiscal stimulus. Ultimately, we see the primacy of politics upon which 
the EU was predicated carrying the day.  

Euro Zone countries shall be given more leeway in the economic sphere in return for commitments with regard to 
foreign policy and security considerations. 

Beware the “Ides of March” and the UK property sector!  

Moving to the UK economy we see the current crisis as simply adding a “shock” factor to an economy resting on home 
equity boosted consumption to offset slowing exports and scant capital investment. The “soft underbelly” and detonator of 
further pressure in the banking sector shall be the property sector, in particular in London.  

Marking houses to market may prove painful!  

While we are starting to see weakness in UK office property rental companies we see this as the appetizer in what shall 
prove a bad meal. UK property is both overvalued and overleveraged and with liquidity likely to fall “marking to market” 
may prove painful!     
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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. 
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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. 
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