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The Overview 15 August 2019  

 

Germany Economics Flash – Why are Companies Still Investing? 
(Christian Schulz 14 Aug 2019) 
 

    

 GDP declines 

German GDP edged down by 0.1% QQ in 2Q-2019 (Consensus  

-0.1%, Citi -0.2%), following a 0.4% QQ increase in 1Q. Compared to 2Q-18, GDP was up by 0.4% YY, compared to +2.3% in the 

US, +1.3% YY in France and +1.2% in the UK. 

 

 Domestic demand continued to grow 

The statistical office does not release a detailed breakdown with this flash reading. However, it commented that public and private 

consumption rose in 2Q. A surprise (to us at least) is that investment was up as well. Given construction investment was down, 

business investment must have defied uncertainty once again, rising for the 10th successive quarter. 

 

 The problems come from abroad 

The net exports contribution was negative, with exports falling faster than imports, as expected. There were significant revisions of 

the back-data. For example, GDP rose by 0.2% QQ in 4Q-18, instead of the flat print released previously. This could have an 

impact on full-year 2019 GDP growth projections as well. 

 

 No big surprises in the headline numbers 

The 2Q GDP decline was expected as one-off positives in 1Q, such as late Easter and mild winter weather, reversed, and 

confidence indicators point to weaker underlying growth. Brexit stockpiling may have played a role, too, predominantly in exports. 

 

 But the resilience of business investment is remarkable 

Given the uncertainty about the global trade order and future growth in Germany’s biggest single-country trading partner, China, 

companies could be forgiven for holding back with investment plans. The typical relationship between the Ifo expectations index 

and business investment would suggest a plunge in investment at the moment (see Figure 1). Uncertainty seems to be hitting 

investment in other countries, e. g. in the UK with Brexit (see Figure 2). 

 

 Investing for future demand and to fix present supply problems? 

Instead, it seems that German companies are investing either in the hope of a swift rebound in demand from home or abroad, or 

to fix supply problems, for example shifting from diesel to electric in the car sector. This resilience in investment could be at risk, 

however, if signs of a self-fulfilling confidence crisis are confirmed, which would also raise the risk that the one-off decline in GDP 

in 2Q turns into a recession. 

 

 Confidence crisis would require a circuit-breaker 

If the downturn spreads to domestic demand, a circuit-breaker might be needed. With the unholy trinity of China’s slowdown, US 

trade wars and Brexit unlikely to provide any positive impetus any time soon and the ECB closing in on its lower bounds, fiscal 

policy may be the best hope 

 

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
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Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

CBALOL $317,503 Citi Sells AOGKOD 258,000 Citi Buys 

CSLKOP $290,339 Citi Buys SKIKOD 200,000 Citi Sells 

SULKCQ $267,187 Citi Buys VCXKCA 200,000 Citi Sells 

AOGKOD $253,050 Citi Buys CBAWOB 135,192 Citi Sells 

CSLKOE $223,667 Citi Sells RSGKOE 110,000 Citi Buys 

Stopped Out Warrants 

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

BSLKOP 14.8040 12.59 1.85 14/08/2019 16/08/2019 

CSLKCQ 249.4330 224.61 18.96 14/08/2019 16/08/2019 

CSLKOZ 261.4420 235.52 26.39 14/08/2019 16/08/2019 

SUNKCP 14.9330 13.4 1.53 14/08/2019 16/08/2019 

TWEKCS 18.9240 17.04 1.83 14/08/2019 16/08/2019 

SPFKCG 2783.4074 2865 1.205 14/08/2019 16/08/2019 

      
 

Headlines & Highlights 

 

 The 2-year and 10-year Treasury yield curve inverted overnight, signalling that a recession is underway. This follows 
signs of a slowdown yesterday from China and Germany, in which figures on factory production, consumption and 
property investment came in lower than expected in China, and in Germany, GDP contracted 0.1% in the 3 months to 
June. The risk off sentiment not only pushed the 30 year yield to a record low, but also hammered US stocks with the 
S&P falling almost 3% and the Dow losing 800 points. 

 Washington won’t meet Beijing halfway, or make any concessions to China on trade talks, as stated by White House 
adviser Peter Navarro. Moreover, Navarro stated there are seven structural issues that would need to be resolved in 
order to progress and that the administration’s biggest fight currently is with the Fed. Trump also reiterated this 
message, after revealing that it is not the trade war with China that is harming economic outlook, but the Fed, 
repeating criticism that they are not lowering interest rates fast enough relative to other countries. 
 

Overnight  

 
Equities | S&P500 2,840.60 (-2.93%)  |  Stoxx600 366.16 (-1.68%)  |  FTSE100 7,147.88 (-1.42%) 

 US: US Stocks plummeted overnight as the 2-year 10-year Treasury yield curve inverted signalling to many that a 
recession is on its way. The S&P fell -85.72pts (-2.93%) to 2840.6. Volatility remains high as the S&P has swung at 
least 1% intraday for 11 straight sessions. Energy (-4.12%) and Financials (-3.56%) took the biggest hits as 
Microsoft (MSFT -3.33%) and Apple (AAPL -2.98% ) both lost. Macy’s (M -13.2%) tumbled after a worse than 
expected second quarter compounded investor fears. 

 EU: European equities fell as well with the Stoxx600 tumbling -1.68% to 366.16 as IT (-3.01%) and Materials (-
2.53%) were the sectors hit the hardest. Evotec (EVT -14.9%) felt the hurt as nervousness increased about the 
loss of the Sanofi partnership that will end in April 1 next year. The FTSE fell -1.42% to 7147.88 with Materials (-
2.23%) and IT (-2.16%) falling the most with stocks shifted by macro sentiment. The DAX fell -2.19% as Industrials 
(-2.98%) and Materials (-2.87%) underperform the most. 

Foreign exchange |  AUDUSD 0.6748 (-0.52%)  |  DXY 97.9860 (+0.22%)  |  EURUSD 1.1139 (-0.35%) 

https://ir.citi.com/PnznML2x74Yc6jWckO0nQGLaAolICAL%2BcBhT1zan5fNl1vGTRUIKIboXa2C5SCtBEWft870Dngg%3D


 

 The dollar and haven currencies such as the Japanese yen and Swiss franc moved higher as US stocks declined, 
with market participants favouring safer assets amid worrying signs about the global economy and the inversion of 
a key US yield curve. Bad economic signals grew louder Wednesday with the 10-year Treasury yield falling below 
the two-year, something seen by some as a harbinger of recession; the same thing happened to the UK yield 
curve, while weak Chinese and German economic data helped fuel broader market concerns.  

 USD/JPY down 0.48% to 105.88, after touching 105.66 earlier; the yen ebbed as the US stock loss accelerated.  

 EUR/USD is -0.35% at 1.1139 and got to 1.1131, the lowest since Aug. 5; EUR/CHF -0.6%, near session low of 
1.0838, the lowest since June 2017 

 Commodity currencies were pressured lower as crude oil futures tumbled more than 3%; AUD/USD is -0.5% at 
0.6748 while NZD/USD is -0.3% at 0.6435. 

Commodities | Gold 1,527.30 (+0.87%)  |  WTI 54.95 (-3.77%)  |  Copper 2.64 (+1.51%) 

 Oil tumbled the most in a week as global financial markets swooned and swelling US crude stockpiles brought 
back fears, despite yesterday’s risk-on rally. Futures closed down 3.3% in New York, joining a slide in equities. US 
stockpiles posted a surprise increase for the second straight week, building by 1.58mm barrels. Still, exports 
rebounded, gasoline stocks shrank and gasoline demand climbed to its highest in almost 30 years. Despite a slight 
rebound in the late session, WTI for Sept delivery slipped below its 50- and 200-day MA.  

 Gold and silver (+1.2%) rallied, as investors jumped back into havens. Copper (-1.1%) dropped with most other 
base metals, including zinc (-2.7%), as global data pointed to slower growth, from contracting Q2 growth in 
Germany, and a fall in EU production in June not seen for more than 3 years. Industrial production in China also 
slid to the lowest in 17 years. Meanwhile, nickel (+0.3%) rebounded after falling as much as 2.8% as uncertainty 
surrounding Indonesia’s’ ore exports remains. 

 Wheat (+0.5%) edged higher for the first time this week, while corn (-1.7%) futures sank for the fourth straight day 
on mounting concerns of oversupply. Soybeans (-1.2%) also fell, reversing yesterday’s kneejerk positive reaction, 
amid scepticism that September talks between China and the US will benefit US ag products. Softs, including 
cocoa, sugar and coffee, all followed the markets lower as investors entered a ‘sell-the rally’ mentality... 
 

 
 

 
CORPORATE 

 

 ASX.AX Full Year 2019 ASX Ltd Earnings Release 

 BKL.AX              Full Year 2019 Blackmores Ltd Earnings Release 

 BRG.AX Full Year 2019 Breville Group Ltd Earnings Release 

 CWY.AX Full Year 2019 Cleanaway Waste Management Ltd Earnings Release 

 EVN.AX Full Year 2019 Evolution Mining Ltd Earnings Release 

 IVC.AX              Half Year 2019 InvoCare Ltd Earnings Release 

 ORA.AX Full Year 2019 Orora Ltd Earnings Release 

 QBE.AX Half Year 2019 QBE Insurance Group Ltd Earnings Release 

 SUL.AX    Full Year 2019 Super Retail Group Ltd Earnings Release 

 SYD.AX Half Year 2019 Sydney Airport Holdings Pty Ltd Earnings Release 

 TLS.AX              Full Year 2019 Telstra Corporation Ltd Earnings Release 

 TWE.AX Full Year 2019 Treasury Wine Estates Ltd Earnings Release 

 WHC.AX Full Year 2019 Whitehaven Coal Ltd Earnings Release 

 WPL.AX Half Year 2019 Woodside Petroleum Ltd Earnings Release 

 XRO.AX Xero Ltd Annual Shareholders Meeting 
 

ECONOMICS 
 

 11:00 AU Consumer Inflation Expectation 

 11:30 AU Employment Change 

 11:30 AU Unemployment Rate 

 11:30 AU Full Time Employment Change 

 11:30 AU Part Time Employment Change 

 11:30 AU Participation Rate 
 

 

Overnight Summary  

 



 

 

-- Equities --  Last     Chg     %chg  

Dow                25,479     -800     -3.0%  

S&P500              2,841     -86     -2.9%  

Nasdaq             7,774     -242     -3.0%  

Euro Stoxx  3,289     -68     -2.0%  
Shanghai 
Comp.  2,809     +12     +0.4%  

Nikkei  20,655     +200     +1.0%  

….SPI (Aust)      6,400     -135     -2.1%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         81.0     0.7     +0.8%  

Copper             264.4     3.9     +1.5%  

Nickel                 722.3     9.8     +1.4%  

Coking Coal  156.9     0.7     +0.4%  

Thermal Coal  66.9     -0.3     -0.4%  

Iron Ore  88.3     0.0     -0.0%  

Gold  1521.30     +13.40     +0.9%  

Oil…WTI  55.23     -1.87     -3.3%  

Oil..Brent  58.94     -2.36     -3.8%  

Zinc  2319.00     +41.00     +1.8%  

Gas              2.16     +0.01     +0.6%  

-- DLCs --    Last        Chg     %chg  
BHP Billiton 
Plc  1,783     -33.2     -1.8%  

Rio Plc  4,062     -56.0     -1.4%  

Clydesdale Plc  137     -6.9      -4.8%  
South 32 - 
London  160     -2.4     -1.5%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      49.17      -1.44     -2.9%  

RIO - adr      48.56     -1.41     -2.9%  
Janus 
Henderson  17.80     -0.7      -3.7%  

Resmed         131.15      -3.36     -2.6%  

NWS A  13.38     -0.66       -4.7%  

James Hardie  15.13     -0.21       -1.4%  

Bonds  Last     Chg     %chg  

US 10 Year  1.58     -0.12        

Aus 10 Year  0.94     +0.01        

Volatility  Last     Chg     %chg  

VIX  22.10      +4.58     +26.1%  

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 
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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 
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 

http://www.citifirst.com.au/


 

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. 

 


