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The Overview 19 September 2019  

 

US Economics Flash – FOMC – A second hawkish cut, as we expected 
(Andrew Hollenhorst 18 Sept 2019) 
 

    

 The Fed reduced the policy range 25bp as widely expected, but the lack of further cuts implied by median “dots” and Chair Powell 

implying that the base-case of most Fed officials is for only modest easing was hawkish. Consistently, front-end rates increased 

and the US dollar strengthened. Equity prices declined, but only slightly. 

 As we and the market expected, the Fed reduced the policy range by 25bp to 1.75-2.00%. Two dissents from Kansas City Fed 

President Esther George and Boston Fed President Rosengren, who preferred not to cut rates, were expected and telegraphed 

ahead of the meeting. St. Louis Fed President Bullard unexpectedly dissented preferring a 50bp cut, but this is not too surprising 

as he is one of the most dovish Fed officials and remains concerned about undershooting inflation. 

 The more important development was the hawkish placement of Fed official “dots.” As we had expected, median dots suggest no 

further cuts in 2019 or 2020 with hikes in 2021 and 2022. 7 of 19 officials – likely including Chair Powell, Vice-Chair Clarida and 

NY Fed President Williams – prefer to cut rates a further 25bp in 2019. But 5 officials (likely George, Rosengren, Mester, Bostic, 

and Harker) think the appropriate level of rates at the end of the year is 2-2.25%, rather than the post-meeting 1.75-2.00%. In 

2020 7 officials think rates should be at or above 2-2.25%. While consistent with our expectations, this was hawkish relative to 

market expectations for further cuts in 2019 and 2020. 

 Chair Powell’s press conference was also marginally hawkish. When asked if the recent reduction in rates is a “mid-cycle 

adjustment” (language Powell used in July) Powell declined to use that language, but explained that median dots show only 

modest easing due to a still-favorable domestic outlook. He also declined to agree that the Fed has an “easing bias” but rather 

stated that the Fed is “very data dependent” and will act to “sustain the expansion” given an uncertain outlook. 

 We were not surprised to see IOER decreased by 30bp to help push fed effective back into the range. The reverse repo rate 

(RRP) was also moved down by 30bp to preserve a 15bp corridor between the two, but this rate floor is of little consequence when 

short-rates are pushing through the upper-end of the policy range.  

 Regarding recently elevated repo and fed funds effective rates, Chair Powell stated that this is not a significant economic issue, 

but rather an operational issue that the Fed has tools to address. In the near-term, Chair Powell implied temporary open market 

operations (repos) could continue to provide reserves to the market. At the next meeting, Powell implied the FOMC would address 

the reserve shortage with potential changes to balance sheet policy. We would expect a slow increase in the balance sheet size 

(about $20bln/month) announced in October. 

 The hawkish FOMC leaves our call for no further cuts in 2019 or 2020 in place 
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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 

LSFJOY $366,221 Citi Buys LSFJOY 925,000 Citi Buys 

XJOLOA $257,900 Citi Sells XJOLOA 180,000 Intraday 

CBALOL $166,411 Citi Sells SARKOG 63,150 Citi Sells 

APTKOP $148,528 Citi Sells BPTKOD 45,000 Citi Buys 

XJOMOQ $114,847 Citi Buys FMGKOP 43,200 Citi Buys 

Stopped Out Warrants 

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

CIMKOG 28.2720 31.07 $2.79 18/09/2019 20/09/2019 

OSHKCA 6.8260 7.49 $0.66 18/09/2019 20/09/2019 

QANKCP 7.2400 6.53 $0.71 18/09/2019 20/09/2019 

      
 

Headlines & Highlights 

 

 Federal Reserve policy makers have lowered their main interest rate by a quarter percentage point for the second 
time this year, with Chairman Jerome Powell stating that moderate policy moves should be sufficient to sustain the 
US expansion. The committee however, was split over the decision, as well future rate cuts, with just 7 of the 17 
participants wanting another cut by December. Officials also lowered the excess-reserve rate to 1.8%, whilst before 
the rate cut, the central bank injected $75bn of liquidity into the money markets after the benchmark breached the 
2%-2.5% target range.  

 Saudi Arabia accused Iran of sponsoring last weekend’s attack on oil infrastructure. Whilst they did stop short of 
blaming its rival for directly launching the assault, a Saudi defence official displayed parts of drones and missiles used 
that were Iranian made. President Trump also revealed that the US will be adding some significant sanctions on Iran 
over the next 48 hours. 
 

Overnight  

 
Equities | S&P500 3,006.73 (+0.03%)  |  Stoxx600 389.41 (+0.02%)  |  FTSE100 7,314.05 (-0.09%) 

 US – US stocks ended Wednesday flat to higher, after the Federal Reserve announced it would cut its benchmark 
federal funds rate a quarter percentage point, in line with market expectations, but included language in its 
accompanying statement and economic projections that called into question whether there will be another rate cut 
this year or next. The Dow Jones Industrial Average rose 36.28 points, or 0.1% to 27,147, while the S&P 500 
added 1.03 point, or less than 0.1%, to 3,006.73. The Nasdaq lost 8.63 points, or 0.1%, to close at 8,177.39. 
Shares of FedEx Corp. tumbled 12.9% after the logistics group missed profit expectations and cut its outlook, citing 
“increasing trade tensions,” and global economic sluggishness. Competitor UPS also saw its stock fall as Trump’s 
trade war takes its toll on international traffic. Chewy Inc.’s stock  declined 6.2% after the pet food retailer reported 
results. CDW Corp.’s shares rose 5.8% on news the tech group will join the S&P 500 this month. AT&T Inc.’s stock 
was in focus amid reports that bankers were pushing the telecom giant to unload its DirecTV unit. Shares fell 1.1% 
Wednesday. 

 EU – European stocks on Wednesday leaned higher ahead of a key US interest rate decision. After dropping for 
two sessions, the Stoxx Europe 600 index increased 0.02% to 389.41, led higher by banks and insurers. The 
German DAX increased 0.14% to 12384.63, the French CAC 40 increased 0.09% to 5622.46 and the UK FTSE 
100 decreased 0.09% to 7314.05. Of stocks in the spotlight, Electricite de France rose 3.6% after saying faults 
found in nuclear reactor components made by its mostly held Framatome unit do not require immediate action. 
Richemont shares dropped 1.8% as UBS downgraded the watch maker to sell from neutral. UBS said after four 
years of recovery, “we may be nearing the end of the cycle” of the European luxury goods sector. B&Q and 
Castorama owner Kingfisher was active, losing over 1%, as the home improvement retailer reported a 6% drop in 
first-half underlying profit and said it would be taking an additional cost to clearing inventory. 

Foreign exchange |  AUDUSD 0.6830 (-0.23%)  |  DXY 98.5640 (+0.22%)  |  EURUSD 1.1034 (-0.22%) 

 The greenback rallied after the FOMC decision to cut 25bps calmed market expectations of further cuts this year. 
The dollar rose the most in more than seven weeks.  

 Cable was down after briefly rising above 1.25 with EU commission President Jean-Claude Juncker said that the 
risk of a no-deal Brexit is “palpable”. However, Democratic Unionist Party leader Arlene Foster said her party is 
prepared to be flexible on Brexit and look at the Northern Ireland-specific solutions, adding that no one prefers a 



 

no-deal divorce. Pound closed at 1.2480.   

 EURUSD also fell after the FOMC decision falling 33 pips to 1.1034.  

 The AUDUSD followed the beta move falling 35 pips finishing at 0.6830. 
Commodities | Gold 1,501.70 (-0.77%)  |  WTI 58.25 (-1.84%)  |  Copper 2.64 (-0.83%) 

 Crude declined as investors shifted attention to a speedy return of Saudi Arabia’s crude production amid signals 
that global inventories are plentiful. Futures dropped 2.1% in NY. The Kingdom’s damaged Abqaiq facility is now 
operating at 40% of its pre attack levels and should return to about 4.9mm barrels by the end of the month, 
according to Aramco. The IEA says the world remains well supplied with ample stockpiles, despite the weekend 
attacks. Furthermore, an EIA report showed US inventories rose by 1.06mm barrels last week, double the API 
numbers. Gasoline increased by 781k, while distillates also increased by 437k. 

 Precious metals fell across the board, with gold sharply lower after the Fed split over the need for additional 
monetary policy. Zinc (-1.2%) led most base metals lower on the LME, after data showing Chinese refined zinc 
output surged to the highest since 2017, a further sign smelters are overcoming environmental constraints. LME 
copper moved lower by 0.1%, as aluminium and tin also fell. Lead and nickel advanced. 

 Soybeans (-0.6%) slipped in Chicago, while corn (+0.9%) and wheat (1.1%) were higher. Soybeans headed for 
their second straight drop as investors weigh the US trade outlook and tensions in the Middle East. The US hopes 
to sign an agreement with Japan at the UN General Assembly this month, according to the USDA secretary. China 
has purchased 720k tons of US soybean in spot deals in recent days. 
 
 

 
 

 
CORPORATE 

 

 AGL.AX AGL Energy Ltd Annual Shareholders Meeting 

 BKW.AX Full Year 2019 Brickworks Ltd Earnings Release 

 PDL.AX              Pendal Group Ltd Adviser Briefing 

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

ECONOMICS 
 

 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 

 22:30 US Initial Jobless Claims 

 22:30 US Continuing Claims 
 

 

Overnight Summary  

 
 

-- Equities --  Last     Chg     %chg  
Dow                27,147     +36     +0.1%  
S&P500              3,007     +1     +0.0%  
Nasdaq             8,177     -9     -0.1%  
Euro Stoxx  3,528     +7     +0.2%  
Shanghai Comp.  2,986     +8     +0.3%  
Nikkei  21,961     -41     -0.2%  
….SPI (Aust)      6,680     +9     +0.1%  
-- FX --        Last     Chg       %chg  
$A / $US   0.6829     -0.0037     -0.5%  
Yen / $US     108.43     -0.02     -0.0%  
Euro / $US  1.1033     +0.0003     +0.0%  
$A / GBP  0.5473     -0.0020     -0.4%  
A$ TWI  59.80     0.000     +0.0%  
USDCNH  7.08     0.000     -0.0%  
-- Cmdty --   Last     Chg      %chg  
Aluminium         81.3     0.0     -0.1%  
Copper             264.0     -2.2     -0.8%  



 

Nickel                773.1     -14.7     -1.9%  
Coking Coal  143.9     -0.9     -0.6%  
Thermal Coal  65.4     -0.2     -0.4%  
Iron Ore  90.7     -1.7     -1.8%  
Gold  1501.70     -11.70     -0.8%  
Oil…WTI  58.11     -1.23     -2.1%  
Oil..Brent  63.65     -0.90     -1.4%  
Zinc  2349.00     -16.00     -0.7%  
Gas              2.64     -0.03     -1.2%  
-- DLCs --    Last        Chg     %chg  
BHP Billiton Plc  1,796     1.0     +0.1%  
Rio Plc  4,264     0.5     +0.0%  
Clydesdale Plc  119     -5.3      -4.2%  
South 32 - London  150     0.0     +0.0%  
-- US listeds --  Last     Chg     %chg  
BHP - adr      51.19      -0.39     -0.8%  
RIO - adr      53.05     -0.55     -1.0%  
Janus Henderson  21.61     -0.3      -1.5%  
Resmed         132.58      -1.34     -1.0%  
NWS A  14.24     -0.01       -0.1%  
James Hardie  16.31     -0.02       -0.1%  
Bonds  Last     Chg     %chg  
US 10 Year  1.80     -0.01        
Aus 10 Year  1.14     +0.00        
Volatility  Last     Chg     %chg  
VIX  13.95      -0.49     -3.4%  
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 
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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 
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.  
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