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The Overview 21 March 2019  

 

Australia Economics Flash - Better Options Than Rate Cuts to Manage 
Financial Stability Risks (Paul Brennan 19 March 2019) 
 

    

 The Assistant Governor’s speech was deliberately focused on risks. 

Titled Property, Debt and Financial Stability, it gave a hint of the half-yearly Statement on Financial Stability to be released on April 

12. This document is deliberately designed to communicate what the RBA sees as the system-wide risks to financial stability. 

Therefore, the speech was deliberately skewed toward a glass half-empty view. It should not be interpreted as the central outlook 

of the RBA.  

 

 Concerns about household debt and lower house prices don’t necessarily mean RBA rate cuts. 

Certainly Assistant Governor Bullock indicated that six months on from the last Financial Stability Report these vulnerabilities “if 

anything are a little more heightened.” However, we seriously question whether this means the appropriate policy response is to 

embark on further cuts to the cash rate. As Bullock noted, the genesis of the rise in house prices and associated increase in 

household debt was the previous structural decline in nominal interest rates. Further rate cuts as a short term measure to support 

housing would risk exacerbating already record levels of household debt and potentially create even more risk in the future. 

Instead, there is sufficient flexibility offered by macro prudential measures to manage the risks of tighter credit conditions without 

adding to household debt. 

 

 Housing risks remain contained. 

The key question for investors out of the housing section of the speech was whether high household debt and falling house prices 

were likely to have significant implications for financial stability. The answer Assistant Governor Bullock gave was “no at this stage 

– the impacts are not large enough to result in widespread problems in the financial sector”. This is because housing debt remains 

well secured even in the current environment of declining house prices. Households on average have built up substantial 

prepayments over previous years with debt held by households that can afford to service it. Furthermore, arrears rates remain low 

and banks have improved lending standards. 

 

 What about apartments? 

The large supply of apartments could exacerbate the price cycle with risks to household balance sheets and developers. However 

“the risks here appear to be elevated but contained”. This is not a new story. We highlighted the risk of elevated apartment 

approvals a few years ago, particularly for Brisbane and Melbourne. More recently the risk has spread to include Sydney. 

However, national apartment approval numbers have aggressively reversed by 51% YoY to January 2019, as developers have 

acknowledged the supply risks. 

 

 All eyes on tomorrow’s February labour force data. 

We expect +16k in new jobs and an unchanged unemployment rate of 5.0%. Even if the data was to show an increase in the 

unemployment rate, we doubt that the RBA Board would jump at one month’s data. The RBA prefers to smooth the monthly 

measures, so it would likely take a few months of higher unemployment rates to shift the trend in an adverse direction.  

 

 

 

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


 

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 

XJOQOU $362,850 Citi Buys NUFKOE 235,800 Citi Sells 

XJOKOE $310,810 Citi Buys LYCKOA 145,438 Citi Buys 

A2MJOB $204,525 Citi Sells XJOKOE 122,000 Intraday 

XJOLOW $191,700 Citi Buys CBAWOD 97,000 Citi Sells 

DJXMOT $159,650 Citi Buys XJOQOU 80,000 Citi Buys 

Stopped Out Warrants 

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

ABCKOA 3.8960 4.47 $0.57 20/03/2019 22/03/2019 

CBAKOD 66.6080 71.04 $4.40 20/03/2019 22/03/2019 

EHEKOP 2.9500 2.65 $0.29 20/03/2019 22/03/2019 

IPLKOD 2.9680 3.26 $0.285 20/03/2019 22/03/2019 

NDXKOT 7779.8010 7410 $5.20 20/03/2019 22/03/2019 

NUFKCC 4.6430 5.08 $0.25 20/03/2019 22/03/2019 

NUFKOE 4.0350 4.42 $0.315 20/03/2019 22/03/2019 

SHLKOQ 27.4990 24.74 $2.74 20/03/2019 22/03/2019 

      
 

Headlines & Highlights 

 

 The main headline overnight came early this morning with the eagerly anticipated FOMC update coming out much 
more dovish than the market expected. With investors largely expecting the Fed to reaffirm the one hike previously 
forecast for 2019, this morning’s signal of no further tightening in 2019 caught the markets off guard.  

 On the Brexit front, the EU has stated that the UK can have a slight extension to Brexit day – conditional on May 
getting the deal through Parliament next week. Although hopeful for May, there is still the hurdle of gaining allowance 
from Speaker John Bercow for the vote to be held at all.  

 EU antitrust chief Margrethe Vestager’s third anti-trust case against Google has resulted in a larger than expected 
US$1.7bn fine. The most recent case has primarily focused on advertising – specifically, Google’s involvement as an 
ad broker whereby it was alleged that Google skewed search engine results in its own favour. The latest fine means 
that the EU probes have resulted in a collective US$9.3bn in fines for Google. 
 

Overnight  

 
Equities | S&P500 2827.43 (-0.18%)  |  Stoxx600 380.84 (-0.90%)  |  FTSE 7291.01 (-0.45%) 

 US: The S&P500 was trading down 0.18%, led by Energy (+1.11%) and Communication Services (+1.08%), whilst 
the Financials sector was the main laggard, down 2.09%. PXD is topping both the index and the Energy sector 
(+4.70%), whilst VIAB was underperforming the index the most, trading down 5.41%, after warning that pay-TV 
customers of AT&T could lose access to a range of TV shows and movies unless  the 2 companies reach a new 
programming agreement. FOX was also underperforming the index, down 4.96% after Disney closed their $71 
billion acquisition of Twenty-First Century Fox’s assets.  

 EU: UK’S FTSE Index ended the day down 0.45%, with the Consumer Discretionary (-1.44%) and Materials (-
0.97%) sectors dragging the index down the most. Health Care outperformed the index (+0.86%). To single stocks, 
DCC topped the index, up 1.68%, whilst KGF was the main laggard, ending the day down 6.36%. STOXX also 
ended the day on a negative note, down 0.90%, with the Consumer Discretionary sector the worst performer (-
1.50%) and all sectors ending the day in the red. The DAX also ended the day in the red, down 1.57%. Health 

https://ir.citi.com/Lq%2FoHqbQSpVz9pEQLB2t1N6494C22w4gvg5hFvpqBjpHTlC%2BVKBE9sdi67sp9jpaarABaOEwNfU%3D


 

Care (-5.18%) was the main laggard, with Utilities and Consumer Staples the only 2 sectors outperforming the 
index, up 0.67% and 0.34% respectively. 

Foreign exchange |  AUDUSD 0.7123 (+0.66%)  |  DXY 95.9490 (-0.53%)  |  EURUSD 1.1435 (+0.78%) 

 With all eyes on the Fed, the greenback slid rapidly off the back of the more dovish than expected signal released 
early this morning. EURUSD appreciated 101 pips to a session high of 1.1448 and currently trades at 1.1435. It is 
a similar story across the board with USDJPY down 99 pips and currently sitting 110.64.  

 As a result of mid-session Brexit news, cable depreciated 106 pips into 1.3146 before the Fed signal saw a 
recovery of losses to appreciate 87 pips up to 1.3251. GBPUSD currently trades at 1.3211.  

 Eyes now shift to today’s important  NZ GDP (8:30 SYD) and AU Employment (11:30 SYD) announcements. 
AUDUSD popped 57 pips and NZDUSD rose 73 pips off the back of this mornings Fed signal and both currently 
trade at 0.7123 and 0.6887 respectively. 

Commodities | Gold 1314.20 (+0.67%)  |  Oil (WTI) 59.83 (+1.95%)  |  Cu 2.93 (+0.36%) 

 Crude supplies in the US experienced the biggest withdrawal since July, spurring a significant rally with WTI up 
1.95%. Cushing Oklahoma, a key storage site, fell by 468k barrels. In addition, Venezuela’s crude shipments to the 
US fell to zero as sanctions took effect.  

 Palladium reached another record, while platinum vol surged as traders assessed the impact of a record rise in 
palladium as a less expensive substitute. Gold rallied 0.92% after the FOMC emerged more dovish than expected.  

 Iron ore futures tumbled in Asia. Fortescue has signalled it may be able to boost global supply should the aftermath 
of the Vale’s dam disaster persist.  

 Widespread flooding in the US threatens wheat crops in the Midwest and Great Plains. The May spring contract is 
heading for a fifth straight gain on the Minneapolis exchange. 
 

 
 

 
 

CORPORATE 

 

 BKW.AX Half Year 2019 Brickworks Ltd Earnings Release 

 SIG.AX Full Year 2019 Sigma Healthcare Ltd Earnings Release 

 SIG.AX Full Year 2019 Sigma Healthcare Ltd Earnings Presentation 

 SOL.AX Half Year 2019 Washington H Soul Pattinson and Company Ltd Earnings Release 

 FBU.NZ Ex Dividend 

 FLT.AX Ex Dividend 

 

ECONOMICS 

 

  

 

 
  

Overnight Summary  

 

-- Equities --  Last     Chg     %chg  

Dow                25,746     -142     -0.5%  

S&P500              2,824     -8     -0.3%  

Nasdaq             7,729     +5     +0.1%  

Euro Stoxx  3,372     -37     -1.1%  

Shanghai Comp.  3,091     -0     -0.0%  

Nikkei  21,609     +42     +0.2%  

….SPI (Aust)      6,150     -12     -0.2%  

-- FX --        Last     Chg       %chg  

$A / $US   0.7114     +0.0010     +0.1%  

Yen / $US     110.73     -0.66     -0.6%  

Euro / $US  1.1415     +0.0064     +0.6%  

$A / GBP  0.5394     +0.0033     +0.6%  

A$ TWI  60.30     -0.200     -0.3%  

USDCNH  6.69     -0.032     -0.5%  



 

-- Cmdty --   Last     Chg      %chg  

Aluminium         87.9     -0.4     -0.5%  

Copper             292.9     -0.1     -0.0%  

Nickel                599.6     3.1     +0.5%  

Coking Coal  203.0     -1.0     -0.5%  

Thermal Coal  90.9     0.2     +0.2%  

Iron Ore  83.0     0.6     +0.7%  

Gold  1319.90     +7.10     +0.5%  

Oil…WTI  59.83     +0.80     +1.4%  

Oil..Brent  68.35     +0.74     +1.1%  

Zinc  2863.00     +45.00     +1.6%  

Gas              2.83     -0.05     -1.6%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,768     -13.4     -0.8%  

Rio Plc  4,204     -101.0     -2.3%  

Clydesdale Plc  202     -6.6      -3.2%  
South 32 - 
London  207     -0.8     -0.4%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      53.39      +0.56     +1.0%  

RIO - adr      56.65     +0.13     +0.2%  

Janus Henderson  24.78     -0.4      -1.5%  

Resmed         98.81      +0.92     +0.9%  

NWS A  12.60     +0.06       +0.5%  

James Hardie  12.53     -0.15       -1.2%  

Bonds  Last     Chg     %chg  

US 10 Year  2.52     -0.09        

Aus 10 Year  1.94     +0.00        

Volatility  Last     Chg     %chg  

VIX  13.91      +0.35     +2.6%  

Source: Bloomberg  

     
 
 

Contacts 

Elizabeth Tian 
02 8225 6154 
elizabeth.tian@citi.com  
 
Carsten Jensen 
02 8225 6184 
carsten.jensen@citi.com 
  
web: www.citifirst.com.au  
ph: 1300 30 70 70 

  
 
 

 

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 
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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 
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 
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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 
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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.  
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