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The Overview 22 July 2019  

 

Monday Morning Musings: Will the Fed Thrill, Disappoint or Be a Non-
Event? (Tobias M Levkovich 19 July 2019) 
 

    

 The almost exclusive focus on central bank policy seems overdone. 

In 4Q18, fears of four rate hikes overwhelmed economic and earnings progress in terms of S&P 500 trading trends, while the 

current obsession of possibly four cuts also has taken on a life of its own. Citi’s economists believe (for now) that we will see a 25 

basis point trimming in late July and then another similar one in September. 

 

 We think that a “soft patch” will develop in late summer/early fall due to the typical nine-month lag from tightened C&I 

lending standards early on in 2019. 

In this context, likely weaker numbers on industrial activity, employment and EBIT margins could give the Fed ample “evidence” to 

act again, even reluctantly, as we suspect the FOMC prefers to demonstrate its independence from any White House pressure. 

Note that 2H19 earnings could be at risk, particularly 4Q19 where consensus EPS estimates are for 6%-7% growth y/y (due in part 

to easy comps). 

 

 As shown previously, the first rate reductions tend to be more favorable for Financials, with 2008 being a key exception 

given subprime losses and needed equity infusions that diluted existing shareholders. 

Defensive stocks do not offer consistent returns and the gold/stocks ratio is not at a level that would intimate yellow metal 

outperformance, unless the US dollar was to drop precipitously. While commodities tend to do well when the greenback slips, we 

would prefer exposure to the Energy and Materials sectors. 

 

 The Fed matters, especially when it adjusts rates sharply, but the Street needs to balance funding costs versus profit 

growth regarding the impact on overall share prices. 

The challenge currently is seemingly fair valuation, neutral investor sentiment and sluggish profit patterns, hindering major equity 

upside potential. The TINA (There Is No Alternative) mantra gets a bit tiresome after a 20%+ rally year to date. Arguably, 

buybacks and the return of retail investors could be helpful but there is no indication of the latter despite large cash holdings by US 

households. 

 

Link to full article to read the report:  
 
 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

 

https://au.citifirst.com/EN/downloads/d2cb1cfc-5aa4-492c-9c5e-3a2ce37f2540/Minis-Strike-and-Stop-Loss-Consolidated.pdf
https://au.citifirst.com/EN/downloads/7268a393-ca33-4065-b11f-d26c71df3721/Minis-Strike-and-Stop-Loss-Consolidated.xls
https://au.citifirst.com/EN/downloads/f638a342-4dcb-42e3-8dbf-ee9552557182/Instal-MINIs-Pricing-Consolidated.pdf
https://au.citifirst.com/EN/downloads/df0e52fc-d0c5-4ff5-897f-bf40f5b00225/Bonus-Pricing.pdf
https://au.citifirst.com/EN
https://ir.citi.com/Soje0uUwNcNUXSRDlIZOTu%2Bjki0OgS01OxMDkrrpGsA2b4xPiuFLntLnyCLMkSPgAzDqzTKOCCQ%3D


 

NABJOK $644,746 Citi Buys XJOMOQ 130,952 Citi Buys 

XJOMOQ $500,116 Citi Buys BPTKOD 108,000 Citi Sells 

NDXKCF $385,800 Citi Buys XJOKOL 106,400 Citi Buys 

XJOKOL $329,850 Citi Buys XJOMCT 95,500 Citi Sells 

STWSOM $273,467 Citi Sells RSGKOE 80,555 Citi Buys 

Stopped Out Warrants 

Warrant Code Strike Stop Loss Remaining Value Stop Loss Date Final Listing Date 

A2MKCS 19.0400 16.2 $2.83 19/07/2019 23/07/2019 

GMGKOF 13.6330 14.96 $1.365 19/07/2019 23/07/2019 

OSHJCA 5.9970 6.58 $0.58 19/07/2019 23/07/2019 

RSGKOZ 2.0450 1.64 $0.365 19/07/2019 23/07/2019 

WPLKOF 30.4910 33.44 $2.87 19/07/2019 23/07/2019 

XJOMOR 6829.2920 6627 $2.01 19/07/2019 23/07/2019 

      

      
 

Headlines & Highlights 

 

 The UK has sought to lower tensions after Iran seized a British oil tanker in the Strait of Hormuz on Friday with the UK 
demanding the immediate release of the Stena Impero and threatened serious consequences if Tehran does not 
release the ship. Defense Minister Tobias Ellwood also stated in a TV interview that “We need to try and de-escalate 
this thing” with the government sending a letter to the UN calling for a resolution of the situation.  

 Some Chinese firms are applying for tariff exemptions, as they make inquiries about buying US agricultural products. 
This move is a result of an agreement made by Chinese President Xi Jinping and US President Donald Trump when 
they met at the G20 last month. Whilst no specific companies have been mentioned, this comes more than a week 
after President Trump complained that China hasn’t increased its purchases of American farm products. 
 

Overnight  

 
Equities | S&P500 2,976.61 (-0.62%)  |  Stoxx600 387.25 (+0.12%)  |  FTSE100 7,508.70 (+0.21%) 

 US: US stocks closed lower on Friday, with the S&P500 down -0.62% to 2,9976.61 after continued pressure from 
last week’s Fed announcement.  Energy names outperformed on the day gaining 0.46% with Concho Resources 
(CXO) having the largest change on day raising +2.81% despite weaker 2Q gas prices. JP Morgan said gas prices 
were in line with their expectations. Real estate was the worst performing sector on the day lowering by -1.69%. 
Ventas Inc (VTR) was the worst off for the group with occupancy expectations lowering that could signal pressure 
for portfolios across the country. Looking to the week ahead a third of the S&P 500 companies are set to report this 
week with investor eyes set on tech giants like Facebook (FB), Amazon (AMZN), Google (GOOGL) and Twitter 
(TWTR) and how they are standing up amid increased regulation.  

 EU: European stocks rebounded overnight on Friday after dropping Thursday, with the German DAX up 0.26%. 
Materials outperformed with Covestro (1COV) up 1.7% on the day rebounding after DWS Atkien Strategie 
Deutschland exited their position Thursday. In the UK, the FTSE was up 0.21% with little macro catalyst with TUI 
(TUI) gaining 5.13% over the session as Boeijng’s planned 2Q charge for 737 Max plane groundings is seen by 
analysts as increasing the possibility of compensation for the European tour operator. Stoxx600 both closed higher 
as well up 0.12% on the day. 

Foreign exchange |  AUDUSD 0.7042 (-0.28%)  |  DXY 97.1510 (+0.27%)  |  EURUSD 1.1215 (-0.38%) 

 The greenback built on gains as traders backed away from bets on a half point Fed cut this month after the NY Fed 
said a dovish speech by President Williams wasn’t about potential policy action at this month’s meeting. There was 
a broad dollar rally on these news with the DXY up 0.27%.  

 AUDUSD fell from 0.7054 to 0.7042, falling 12 pips on the back of the dollar rally. 

 EURUSD fell from 1.1253 to 1.1215, falling 38 pips as the market mulled over ECB stimulus package expected to 
be announced this week. 

Commodities | Gold 1,426.70 (-0.10%)  |  WTI 55.63 (+0.60%)  |  Copper 2.75 (+1.37%) 

 Oil jumped in after-market trading following the Iranian Revolutionary Guard’s seizure of a British oil tanker and a 
Liberian-flagged ship in the Strait of Hormuz, raising stakes in the critical oil chokepoint. Brent surged as much as 
1.4%, while WTI also edged higher. Meanwhile, the oil rig count fell by five this week to 779 rigs, according to 



 

Baker Hughes. Separately money managers boosted their bets on rising crude by the most in four months, CFTC 
data shows.  

 Gold drifted lower as the DXY advanced after Fed President Williams walked back dovish comments. Nickel’s (-
0.9%) dramatic advance halted Friday after one of its biggest rallies this decade prompted caution that the 
steelmaking material had jumped too quickly. The metal moved up 9.4% last week as investors continued to pile in. 
Friday’s decline in Nickel came amid a mixed session for other base metals. Copper LME (+1.4%) climbed amid 
hoped that the Fed will take more aggressive action. Lead also rose, while tin, zinc and aluminium fell.  

 Soybeans (+2.3%) and corn (+1.4%) climbed in Chicago, recovering from steep losses earlier this week, on 
concern that nearly record-high US temperatures would bake crops. Prices also rose amid hopes for a US-China 
resolution, as US and Chinese officials spoke by phone late last week. SRW wheat also rallied 1.8%... 
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 SAR.AX Q4 2019 Saracen Mineral Holdings Ltd Activities Report 

 

ECONOMICS 

 
 

Overnight Summary  

 

-- Equities --  Last     Chg     %chg  

Dow                27,154     -69     -0.3%  

S&P500              2,977     -19     -0.6%  

Nasdaq             8,146     -61     -0.7%  

Euro Stoxx  3,480     -3     -0.1%  

Shanghai Comp.  2,924     +23     +0.8%  

Nikkei  21,467     +421     +2.0%  

….SPI (Aust)      6,616     -26     -0.4%  

-- FX --        Last     Chg       %chg  

$A / $US   0.7046     -0.0029     -0.4%  

Yen / $US     107.71     +0.02     +0.0%  

Euro / $US  1.1221     -0.0002     -0.0%  

$A / GBP  0.5632     -0.0004     -0.1%  

A$ TWI  60.60     0.100     +0.2%  

USDCNH  6.88     -0.006     -0.1%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         83.8     -0.3     -0.3%  

Copper             275.1     3.7     +1.4%  

Nickel                668.1     -5.9     -0.9%  

Coking Coal  183.3     -0.4     -0.2%  

Thermal Coal  74.1     0.3     +0.3%  

Iron Ore  114.3     -2.4     -2.1%  

Gold  1432.30     -1.30     -0.1%  

Oil…WTI  55.63     +0.33     +0.6%  

Oil..Brent  62.65     +0.54     +0.9%  

Zinc  2425.00     -40.00     -1.6%  

Gas              2.25     -0.04     -1.6%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  2,029     31.3     +1.6%  

Rio Plc  4,851     71.0     +1.5%  

Clydesdale Plc  197     2.5      +1.3%  

South 32 - London  167     0.3     +0.2%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      58.30      +0.46     +0.8%  

RIO - adr      61.11     +0.46     +0.8%  

Janus Henderson  22.69     0.1      +0.4%  

Resmed         123.46      -1.29     -1.0%  

NWS A  13.14     -0.14       -1.1%  

James Hardie  13.30     +0.05       +0.4%  

Bonds  Last     Chg     %chg  



 

US 10 Year  2.06     +0.03        

Aus 10 Year  1.35     +0.01        

Volatility  Last     Chg     %chg  

VIX  14.45      +0.92     +6.8%  

Source: Bloomberg  
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For further information please contact the CitiFirst Sales desk on 1300 30 70 70.  To unsubscribe, please email citifirst.warrants@citi.com. 

DISCLAIMER 

This communication is provided in Australia by Citigroup Global Markets Australia Pty Limited (ABN 64 003 114 832 and AFSL 240992, Participant of the ASX Group and of Chi-X 

Australia), Citigroup Pty Limited (ABN 88 004 325 080, AFSL No. 238098) and/or Citibank, N.A., Sydney Branch (ARBN 34 072 814 058). Citigroup Global Markets Australia Pty 
Limited is not an Authorised Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the Australian Prudential Regulation Authority. Citibank N.A. is a body 
incorporated in the United States of America. Pursuant to Australian Securities and Investments Commission Class Order 03/1101, Citibank N.A. is exempt from the requirement to 
hold an Australian financial services licence under the Corporations Act (2001) in respect of financial services. Citibank N.A. is regulated by the Comptroller of the Currency of the 
US and by the Federal Reserve System of the US, under US laws which may differ from Australian laws.  

Where this communication is distributed outside Australia it is distributed through authorised affiliates (collectively, “Citi”).  

Investors should ensure they read the Product Disclosure Statement (PDS) associated with each warrant in its entirety prior to making an investment decision. All of the PDS’ are 
available on the CitiFirst Warrants website at www.citifirst.com.au. 

This communication is prepared by individual sales and/or trading personnel of Citi who are not research analysts, and the information in this communication is not intended to 
constitute “research” as that term is defined by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not intended to 
represent the whole report and is not in itself considered a recommendation or research report. All views, opinions and estimates expressed in this communication (i) may change 
without notice and (ii) may differ from those views, opinions and estimates held or expressed by Citi or other Citi personnel.  

This communication is provided for information and discussion purposes only, is subject to change without notice, is strictly confidential, may not be reproduced and is intended for 
your use only. It does not include a number of terms and conditions that will be included in any actual transaction and final terms and conditions are subject to further discussion 
and negotiation nor does it purport to identify all risks (direct or indirect). This communication is not a commitment to deal in any product, offer financing or enter into any transaction 
described herein. Unless otherwise indicated, (i) it does not constitute an offer or recommendation to purchase or sell any financial instruments or other products, (ii) it does not 
constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above regarding communication subject to CFTC rules) and (iii) it is not intended as an official 

confirmation of any transaction. Unless otherwise expressly indicated, this communication does not take into account the investment objectives or financial situation of any 
particular person. Recipients of this communication should obtain advice based on their own individual circumstances from their own tax, financial, legal and other advisors before 
making an investment decision, and only make such decisions on the basis of the investor's own objectives, experience and resources. The information contained in this 
communication is based on generally available information and, although obtained from sources believed by Citi to be reliable, its accuracy and completeness cannot be assured, 
and such information may be incomplete or condensed.  

Citi is not acting as your agent, fiduciary or investment adviser and is not managing your account. The provision of information in this communication is not based on your individual 
circumstances and should not be relied upon as an assessment of suitability for you of a particular product or transaction. It does not constitute investment advice and Citi makes 
no recommendation as to the suitability of any of the products or transactions mentioned. Even if Citi possesses information as to your objectives in relation to any transaction, 
series of transactions or trading strategy, this will not be deemed sufficient for any assessment of suitability for you of any transaction, series of transactions or trading strategy. 
Save in those jurisdictions where it is not permissible to make such a statement, we hereby inform you that this communication should not be considered as a solicitation or offer to 
sell or purchase any securities, deal in any product or enter into any transaction. You should make any trading or investment decisions in reliance on your own analysis and 
judgment and/or that of your independent advisors and not in reliance on Citi and any decision whether or not to adopt any strategy or engage in any transaction will not be Citi’s 
responsibility. Citi does not provide investment, accounting, tax, financial or legal advice; such matters as well as the suitability of a potential transaction or product or investment 
should be discussed with your independent advisors. Prior to dealing in any product or entering into any transaction, you and the senior management in your organisation should 
determine, without reliance on Citi, (i) the economic risks or merits, as well as the legal, tax and accounting characteristics and consequences of dealing with any product or 
entering into the transaction (ii) that you are able to assume these risks, (iii) that such product or transaction is appropriate for a person with your experience, investment goals, 
financial resources or any other relevant circumstance or consideration. Where you are acting as an adviser or agent, you should evaluate this communication in light of the 

circumstances applicable to your principal and the scope of your authority 

The information in this communication, including any trade or strategy ideas, is provided by individual sales and/or trading personnel of Citi and not by Citi’s research department 
and therefore the directives on the independence of research do not apply. Any view expressed in this communication may represent the current views and interpretations of the 
markets, products or events of such individual sales and/or trading personnel and may be different from other sales and/or trading personnel and may also differ from Citi’s 
published research – the views in this communication may be more short term in nature and liable to change more quickly than the views of Citi research department which are 

generally more long term. On the occasions where information provided includes extracts or summary material derived from research reports published by Citi’s research 
department, you are advised to obtain and review the original piece of research to see the research analyst’s full analysis. Any prices used herein, unless otherwise specified, are 
indicative. Although all information has been obtained from, and is based upon sources believed to be reliable, it may be incomplete or condensed and its accuracy cannot be 
guaranteed. Citi makes no representation or warranty, expressed or implied, as to the accuracy of the information, the reasonableness of any assumptions used in calculating any 
illustrative performance information or the accuracy (mathematical or otherwise) or validity of such information. Any opinions attributed to Citi constitute Citi’s judgment as of the 
date of the relevant material and are subject to change without notice. Provision of information may cease at any time without reason or notice being given. Commissions and other 
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costs relating to any dealing in any products or entering into any transactions referred to in this communication may not have been taken into consideration.  

Any scenario analysis or information generated from a model is for illustrative purposes only. Where the communication contains “forward-looking” information, such information 
may include, but is not limited to, projections, forecasts or estimates of cash flows, yields or return, scenario analyses and proposed or expected portfolio composition. Any forward-
looking information is based upon certain assumptions about future events or conditions and is intended only to illustrate hypothetical results under those assumptions (not all of 
which are specified herein or can be ascertained at this time). It does not represent actual termination or unwind prices that may be available to you or the actual performance of 
any products and neither does it present all possible outcomes or describe all factors that may affect the value of any applicable investment, product or investment. Actual events or 
conditions are unlikely to be consistent with, and may differ significantly from, those assumed. Illustrative performance results may be based on mathematical models that calculate 
those results by using inputs that are based on assumptions about a variety of future conditions and events and not all relevant events or conditions may have been considered in 
developing such assumptions. Accordingly, actual results may vary and the variations may be substantial. The products or transactions identified in any of the illustrative 

calculations presented herein may therefore not perform as described and actual performance may differ, and may differ substantially, from those illustrated in this communication. 
When evaluating any forward looking information you should understand the assumptions used and, together with your independent advisors, consider whether they are 
appropriate for your purposes. You should also note that the models used in any analysis may be proprietary, making the results difficult or impossible for any third party to 
reproduce. This communication is not intended to predict any future events. Past performance is not indicative of future performance.  

Citi shall have no liability to the user or to third parties, for the quality, accuracy, timeliness, continued availability or completeness of any data or calculations contained and/or 
referred to in this communication nor for any special, direct, indirect, incidental or consequential loss or damage which may be sustained because of the use of the information 
contained and/or referred to in this communication or otherwise arising in connection with the information contained and/or referred to in this communication, provided that this 
exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to Citi that may not be excluded or restricted.  

The transactions and any products described herein may be subject to fluctuations of their mark-to-market price or value and such fluctuations may, depending on the type of 

product or security and the financial environment, be substantial. Where a product or transaction provides for payments linked to or derived from prices or yields of, without 
limitation, one or more securities, other instruments, indices, rates, assets or foreign currencies, such provisions may result in negative fluctuations in the value of and amounts 
payable with respect to such product prior to or at redemption. You should consider the implications of such fluctuations with your independent advisers. The products or 
transactions referred to in this communication may be subject to the risk of loss of some or all of your investment, for instance (and the examples set out below are not exhaustive), 
as a result of fluctuations in price or value of the product or transaction or a lack of liquidity in the market or the risk that your counterparty or any guarantor fails to perform its 
obligations or, if this the product or transaction is linked to the credit of one or more entities, any change to the creditworthiness of the credit of any of those entities. 

Citi (whether through the individual sales and/trading personnel involved in the preparation or issuance of this communication or otherwise) may from time to time have long or short 

principal positions and/or actively trade, for its own account and those of its customers, by making markets to its clients, in products identical to or economically related to the 
products or transactions referred to in this communication. Citi may also undertake hedging transactions related to the initiation or termination of a product or transaction, that may 
adversely affect the market price, rate, index or other market factor(s) underlying the product or transaction and consequently its value. Citi may have an investment banking or 
other commercial relationship with and access to information from the issuer(s) of securities, products, or other interests underlying a product or transaction. Citi may also have 
potential conflicts of interest due to the present or future relationships between Citi and any asset underlying the product or transaction, any collateral manager, any reference 
obligations or any reference entity.  

Any decision to purchase any product or enter into any transaction referred to in this communication should be based upon the information contained in any associated offering 
document if one is available (including any risk factors or investment considerations mentioned therein) and/or the terms of any agreement. Any securities which are the subject of 
this communication have not been and will not be registered under the United States Securities Act of 1933 as amended (the Securities Act) or any United States securities law, 
and may not be offered or sold within the United States or to, or for the account or benefit of, any US person, except pursuant to an exemption from, or in a product or transaction, 
not subject to, the registration requirements of the Securities Act. This communication is not intended for distribution to, or to be used by, any person or entity in any jurisdiction or 
country which distribution or use would be contrary to law or regulation.  

This communication contains data compilations, writings and information that are confidential and proprietary to Citi and protected under copyright and other intellectual property 
laws, and may not be reproduced, distributed or otherwise transmitted by you to any other person for any purpose unless Citi’s prior written consent have been obtained.  

Although Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank") is an affiliate of Citi, you should be aware that none of the financial instruments or other 
products mentioned in this communication (unless expressly stated otherwise) are (i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or 
(ii) deposits or other obligations of, or guaranteed by, Citibank or any other insured depository institution.  

IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer outside of Citi. Any statements in 
this communication to tax matters 4 were not intended or written to be used, and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such 
taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.  

Citi specifically prohibits the redistribution of this communication in whole or in part without the written permission of Citi and Citi accepts no liability whatsoever for the actions of 
third parties in this respect.  

Copyright © 2015 Citigroup Inc. and/or its affiliates. All rights reserved. CITI, CITI and Arc Design, CITIBANK and CITIGROUP are trademarks and service marks of Citigroup Inc. 

and/or its affiliates and are used and registered throughout the world. 
 


