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June 30th 2016  

Are markets in a more reflective mood? Boris Johnson calls it quits – we shall all 
breathe a sigh of relief! Are UK large caps a safe haven asset? – Banking 
charade not yet over! – Euro Zone hits hyper- inflation - +0.1 per cent!  

Are markets in a more reflective mode?  

Are the markets in a more reflective mode? We are seeing some modest advances but 
the “Great Leap Forward” of the last two sessions seems to be ebbing. Markets had 
once again steamed forward buoyed primarily by further reassurances by central 
banks that they stood ready to intervene if necessary.  

Whether this would go as far as supporting asset prices at these levels was not 
clear but with investors most concerned about markets freezing up, this was 
considered a start.  

Political situation remains confused – will Boris Johnson’s pulling out of race 
make for a smoother transition?  

Investors are now gradually realizing that the situation is in terms of “the real economy” 
no clearer than previously. The UK political context remains confused. Who among the 
“leave” camp shall be the next prime minister and shall they be able to put forth a 
concrete strategy on both the internal and external fronts?  

Boris Johnson’s withdrawing from the race may help the “separatists” distance 
themselves from the more controversial issues which dominated the campaign.   

EU says no to EU lite with immigration restrictions!  

In what could be a significant obstacle for the UK’s endeavors to “have your cake and 
it” the EU leaders have put their foot down on the immigration issue. There shall be no 
“most favored nation status” without unrestricted EU immigration, scuttling the much 
discussed Norwegian model.  

Leave camp are in a bind!  

The Leave camp - having won - is now in a bind. How to deliver on its key election 
promise, without slamming the door on the key UK market for growth companies and 
high value added services. While much breath is expended on the banking sector – a 
large swathe of the “knowledge economy “in England’s south east could be “knocked 
for six”.  

The key to analyzing economic prospects shall be to assess the damage to 
sectors where UK companies are building market share and pricing power.  

What is the gap between large and mid-caps in the UK telling us?  

Turning to the “epicenter” of the quake, the UK market now appears to have a dual 
nature. The FTSE 100 has recovered ground since the detonation while the small and 
mid-cap 250 is still down almost 8 per cent. Some see this as signaling that all is well 
in the global economy as distinct from the UK domestic market.  
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Can we split domestic from the global economy?  

We see this stance as brittle on several fronts. The first is that we do not see how we can have interconnection between 
the financial markets while “The global” and domestic “real economies” remain distinct.  

“Recession in one country”?  

With a growing risk of US recession and knock on effects – in particular the Euro Zone – we should avoid pernicious 
doctrines of “recession in one country”. 

Are large caps safe haven assets?  

The second is that we see investors now seeing some global companies as a “safe haven” asset. This leads us to believe 
that the valuation gap between the two indices is a harbinger of tough times for the UK economy.   

Global economy not firing on all cylinders  

Lastly, we question the assertion that “all is fine” with the global economy. What we may – at the very best – see is a 
return to the status quo which was nothing to write home about!  

UK advanced economy with an emerging market current account deficit! 

Meanwhile the UK current account deficit at almost seven per cent, the “Kindness of stranger” may be getting stretched! 
While we expect imported inflation to take off, we see the Bank of England as staving off interest rate increases.  

Do not buy mild recession speech!  

They shall prefer to not deal a further blow to the already wobbly underpinnings of the economy – consumer demand and 
housing prices. We do not share the Polly Anna view of the UK economy of a “mild recession” and see longer lasting 
consequences as domestic and capital investment comes to a screeching halt.  

Why are the banks and homebuilders on the floor?  

We see this as reflected in the stalling of the recovery in the UK banking and home builders sector – with the former 
adding economic weakness to a litany of woes and the latter reflecting concerns of gross overvaluation. When the 
immigrants – seen by the leave camp as the “root of all evil” and the rich EU expats start to de-camp, who shall buy all of 
these houses?  

No rest for the Italian banks – is this Spain?  

The Italian banking sector continues to show signs of fragility, with the request for a waiver from the new re-structuring 
rules having been rejected. There are now rumors of a Euro 40 billion bail-out of the distressed banks – to be 
implemented via a re-stocked Atlas fund.  

Banks will need to manage both legacy and here and now!  

This is starting to look ominously like the financing extended to Spain at the height of the Euro Zone sovereign crisis. Are 
we seeing a re-play? With the prospect that uncertainty shall continue to undermine the European recovery, we expect 
that the banking problem shall increasingly shift from managing “legacy” to the here and now!  
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Three cheers for Euro Zone inflation!  

We were cheered to read that inflation in the Euro Zone turned positive at 0.1 per cent and that “core” inflation has 
reached the dizzying level of 0.9 per cent. This remains “noise” and not signal and highlights the brittle constitution of 
domestic demand. Companies dispose of scant pricing power and for many real wages continue to fall.  
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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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