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The Overview 11 December 2019  

 

Global Economics View - Prospects for 2020: Inflation – Another 
Negative Surprise? (Giada Giani 10 Dec 2019) 
 

    

 
 AE inflation is on track to come in higher in 2020, while EM inflation converges downward. 

Despite subpar growth and low inflation expectations, we forecast higher AE inflation in 2020 supported by still-resilient wage 

dynamics. We forecast EM inflation at 4.1%, as increased central bank credibility has helped to reduce the idiosyncratic inflation 

component in many EMs. 

 

 Input costs support higher CPI inflation. 

Despite soft GDP growth, domestically generated inflationary pressures could be greater in 2020. Cyclical wage dynamics have 

reflected our AE Phillips curve framework, with labor market tightness translating into higher wages. However, slower labor 

productivity growth weighs heavily on trend wage inflation compared to pre-2008. While wages are unlikely to accelerate in 2020, 

consumer price inflation has room to improve. Productivity-adjusted wage growth points to upside pressures on core CPI. The 

lagging response of prices to wages – notable in some countries, especially in the euro area – may be due to ample corporate 

margins, to innovation/technological progress, or to headwinds from low inflation expectations. The transmission may be delayed, 

though, rather than impaired.  

 

 A number of supply-side factors can affect inflation prospects as much as demand-side dynamics. 

We argue that (1) slowing global trade is likely to be more inflationary than a world of increasing globalization; (2) the trade wars’ 

impact on inflation depends on the country: so far, the supposedly inflationary effects of tariffs on US inflation are hard to find, but 

disinflationary effects might be more apparent in China; (3) the rebalancing of the Chinese economy from an investment-led to a 

consumption-led model makes China less important as a driver of global inflation; and (4) our commodity strategists forecast a 

downtrend in oil prices, which would confirm that the headline-core CPI inflation gap has structurally narrowed compared to pre-2014. 

This makes the challenge for AE central banks in lifting inflation back to target even harder than in the past.  

 

 

Link to full article to read the report:  
 
 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 
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Warrant Code Value Citi Warrant Code Volume Citi 

FMGKOX $2,047,500 Citi Buys FMGKOX 1,500,000 Citi Buys 

XJOLCC $860,950 Citi Sells XJOLCC 366,000 Citi Sells 

MGGBOD $606,364 Citi Buys MGGBOD 284,374 Citi Buys 

XJOKCC $354,600 Citi Sells VOCKOG 277,000 Intraday 

XJOQOV $184,540 Citi Sells BLDKCA 200,000 Citi Buys 

Stopped Out Warrants 

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

FMGKCX 11.701 10.31 $1.28 10/12/2019 12/12/2019 

FMGKCZ 11.871 10.45 $1.41 10/12/2019 12/12/2019 

FMGKOW 11.777 10.37 $1.355 10/12/2019 12/12/2019 

MTSKOA 2.444 2.68 $0.235 10/12/2019 12/12/2019 

      

      
 

Headlines & Highlights 

 

 China expects the U.S. will delay the tariff hike set to occur on Sunday, said people familiar with trade talks. White 
House economic adviser Larry Kudlow pushed back on that, saying no decision has been reached yet. Both sides are 
focusing on de-escalating tensions by cutting import taxes currently in place rather than removing specific products 
from the target list. 

 U.S. stocks hovered between gains and losses in thin trading as investors await further developments from trade 
negotiations. Treasuries slipped as the Fed kicked off a two-day meeting that is widely expected to result in no policy 
change, sending 10-year yields up toward 1.83%. 

 Larry Kudlow contradicted Trump about re-imposing steel tariffs on Brazil and Argentina. While the president said last 
week the duties were "effective immediately," Kudlow said that no decision has been made yet.. 
 

Overnight  

 
Equities | S&P500 3,136.09 (+0.00%)  |  Stoxx600 405.34 (-0.26%)  |  FTSE100 7,213.76 (-0.28%) 

 US – US stocks, were trading flat, despite swinging between gains and losses throughout the session, as mixed 
messages were given on whether there will be a delay of the China-US tariffs. Information Technology (+0.20%) is 
the best performing sector, whereas Real Estate (-0.66%) is retreating the most. AutoZone Inc (AZO +7.22%) is 
the best performing stock after a favourable earnings report was released. After an initial report that tariffs would 
be delayed, Micron Technology (MU +2.88%) and Western Digital (WDC +3.12%) are trading higher, due to their 
exposure to China. PNC Financial SE Equity (PNC +1.51%) is also in the green after announcing they assisted 
Upstream Rehabilitation on the sale of a Fund. Netflix Inc (NFLX -3.15%) is one of the main drags on the index 
following concerns of increased competition. Comcast Corp (-2.13%) is also in the red after announcing an 
investment in the competitive streaming sector. CVS Health Corp (CVS -2.45%) is trading lower in the face of new 
regulations that’ll decrease the price of prescription drugs. 

 EU  –  European equities declined for a second straight session in loom of the UK election. In latest election news 
PM Boris Johnson said Brexit won’t happen unless his Tories win, and used a secret recording of Labour health 
spokesman Jon Ashworth criticizing leader Jeremy Corbyn to attack his opponents. In France, the government is 
looking seriously at delaying, by around 10 years, the pension reform that has sparked mass protests. The 
Stoxx600 declined 0.26% with all sectors in the red except for Health Care (+0.54%), Utilities (+0.20%) and Real 
Estate (+0.10%). Information Technology and Communication Services lagged the most, declining 0.53% and 
0.80% respectively. Tullow Oil  (TLW) topped the index with a 14.27% gain from yesterday’s 71.75% crash. Other 
notable equities topping the index were Sanofi (SAN +5.86%) and Orsted (ORSTED +2.13%). Sanofi’s gain was 
thanks to the new CEO’s announcement of the company’s R&D and business strategy, kicking loose me-too drugs 
and focusing on landmark advances. Orsted gained thanks to reader interest increase. At the bottom of the index 
was Valeo (FR), falling 7.41% due to reactions to its new 2022 targets which rely on questionable market growth. 
Rolls-Royce Holdings (RR/ -3.31%) was among other stock at the bottom as an activist investor, who demanded a 
seat on the board after becoming the engineer’s biggest shareholder, has stepped down. The FTSE slumped 
0.28% with all sectors in the red except for Health Care which was up 0.75%. Of note were Communication 



 

Services, Real Estate and Industrials which had fallen 0.99%, 0.99% and 0.92% respectively. Hikma 
Pharmaceuticals (HIK +1.78%) topped the index with the announcement of imminent shipments of Heparin Sodium 
Injection, USP and seven other essential injectable medicines, with additional products to follow in the near term in 
the US. This announcement comes as industry experts word to avoid an extended shortage of Heparin, the 
preferred anticoagulant for many hospitalised patients. GlaxoSmithKline (GSK +1.26%) and AstraZeneca (AZN 
+0.33%) were two other stocks of note that performed. The former rallied due to reader interest increases whilst 
the latter rallied amid a M&A and other business update call teleconference. Ashtead Group (AHT -6.17%) was at 
the bottom of the index, sinking on US construction concerns and after warning of challenging UK business 
markets. 

Foreign exchange |  AUDUSD 0.6813 (-0.16%)  |  DXY 97.4270 (-0.21%)  |  EURUSD 1.1095 (+0.25%) 

 The dollar was mixed against its G-10 peers, falling 0.21% as two impeachment articles were announced by the 
Democrats and investors continue to await news on the tariffs set for December 15. The Swiss franc, Euro and 
Swedish krona were among the top performers overnight.  

 GBP/USD appreciated 0.39% to 1.3202, the highest level since March after a key poll was released on the UK 
election happening on 12 December. 

 NZD/USD fell 0.21% overnight to 0.6547 despite no clear catalyst for the move. 
Commodities | Gold 1,469.70 (+0.33%)  |  WTI 59.33 (+0.53%)  |  Copper 2.72 (+1.73%) 

 Oil: Oil held at a three-month high in New York, reaching as high as $59.48, supported by signs of falling American 
crude inventories yet capped by U.S. China trade tensions.  

 Metal: Nickel proved resilient after slumping to a five-month low as “explosive” buying in the Shanghai nickel 
market spilled over to London. In other metals, copper added 0.4% to $6100, posting a fifth straight daily increase 
in the longest run of gains since February, after China pledged to maintain growth, boosting sentiment following a 
strong U.S. jobs report. In precious metals, palladium zoomed past $1900 for the first time ever, as a power crisis 
halted production in major producer South Africa. 

 Agriculture: Wheat futures rallied in Chicago after the U.S. government made a larger-than-expected cut to its 
forecast for American stocks, in a rather uneventful USDA Wasde report. Arabica-coffee futures extended a rally to 
a 26-month high amid new signs of tightening supply. The price has increased 32% this quarter, supporting 
speculation that some traders may be caught in a short squeeze.. 
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Overnight Summary  

 
 

-- Equities --  Last     Chg     %chg  

Dow                27,882  
 

-28  
 

-0.1%  

S&P500              3,133  
 

-3     -0.1%  

Nasdaq             8,616  
 

-6  
 

-0.1%  

Euro Stoxx  3,672  
 

-0  
 

-0.0%  

Shanghai Comp.  2,917  
 

+3  
 

+0.1%  

Nikkei  23,410  
 

-21  
 

-0.1%  

….SPI (Aust)      6,719  
 

+2  
 

+0.0%  

-- FX --        Last     Chg       %chg  

$A / $US   0.6815  
 

-0.0026  
 

-0.4%  

Yen / $US     108.76  
 

+0.20  
 

+0.2%  

Euro / $US  1.1096  
 

+0.0032  
 

+0.3%  

$A / GBP  0.5168  
 

-0.0039  
 

-0.7%  

A$ TWI  59.20     -0.100     -0.2%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         79.7  
 

-0.4  
 

-0.5%  

Copper             275.6  
 

3.9  
 

+1.4%  

Nickel                605.1  
 

-6.1  
 

-1.0%  

Coking Coal  138.8  
 

1.0  
 

+0.7%  



 

Iron Ore  92.3  
 

1.0  
 

+1.1%  

Gold  1468.90  
 

+4.00  
 

+0.3%  

Oil…WTI  59.24  
 

+0.22     +0.4%  

Oil..Brent  64.39  
 

+0.15  
 

+0.2%  

Gas              2.26  
 

+0.03  
 

+1.4%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,711  
 

-4.60  
 

-0.3%  

Rio Plc  4,257  
 

+0.00  
 

+0.0%  

Clydesdale Plc  183  
 

+7.50      +4.3%  

South 32 - London  142  
 

+3.10  
 

+2.2%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      52.59      +0.32  
 

+0.6%  

RIO - adr      56.06  
 

+0.15     +0.3%  

Janus Henderson  24  
 

-0.21      -0.9%  

Resmed         148.98      -0.34  
 

-0.2%  

NWS A  13.21     -0.02       -0.2%  

James Hardie  19.42     -0.09       -0.5%  

Bonds  Last     Chg     %chg  

US 10 Year  1.84  
 

+0.02  
 

   

Aus 10 Year  1.11  
 

-0.05        

Volatility  Last     Chg     %chg  

VIX  15.77      -0.09     -0.6%  

 
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. 
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and by the Federal Reserve System of the US, under US laws which may differ from Australian laws.  
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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 
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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 
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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 
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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 
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