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The Overview 4 December 2019  

 

Australia Economics Flash - RBA Board ends 2019 looking for a better 
2020 (Josh Williamson 3 Dec 2019) 
 

    

 
 The monthly RBA policy statement was more positive. 

The main theme from the December policy statement was that the RBA remains in wait and see mode on whether previous interest 

rate cuts will increase spending activity. But with no policy meeting until February, the Board chose to spread some Xmas cheer with 

slightly more positive emphasis on the economic outlook for 2020. 

 The RBA sees less downside risk to the global economy. 

The Board continued to characterise global growth as reasonable but noted that some of the downside risks had lessened recently. 

The RBA Board noted Chinese policy support to the economy and rising wages growth in other advanced economies. The US-China 

trade dispute remains the main downside risk however.  

 Domestically, “the Australia economy appears to have reached a gentle turning point”. 

A version of this comment, “a gentle turning point appears to have been reached” appeared in the November policy statement and it 

was sensible that this was included today. Not to have done so would have been taken as a more dovish signal on the economic 

outlook, which the RBA would have found hard to manage over the holiday period, particularly if tomorrow’s Q3 GDP data turns out 

to be weaker than expected. Speaking of which, there was no comment, direct or implied about the GDP data. This will therefore be 

left for discussion by the Board in the New Year. 

 Spelling out the impact of rate cuts on the economy. 

The policy statement had new text on the impact of more accommodative monetary policy on the exchange rate and asset prices. 

“The lower cash rate has put downward pressure on the exchange rate, which is supporting activity across a range of industries. It 

has also boosted asset prices, which in time should lead to increase in spending, including on residential construction. Lower 

mortgage rates are also boosting aggregate household disposable income, which, in time, will boost household spending”. The RBA, 

at least publicly, believes that monetary policy transmission will eventually work to support stronger aggregate demand and is willing 

to give the data more time to validate this view. The Board went on to reinforce this point by saying “given the effects of lower interest 

rates and the long and variable lags in the transmission of monetary policy, the Board decided to hold the cash rate steady at this 

meeting while it continues to monitor developments, including the labour market.” 

 The direction of the next likely move is still more likely down. 

Finally, repeated from the November policy statement was the dovish rider “the Board is prepared to ease monetary policy further if 

needed to support sustainable growth in the economy, full employment and achievement of the inflation target over time”. We still 

believe the RBA Board will conclude that further policy support is required to lift domestic demand, boost wages and inflation growth. 

February remains the next live meeting and is our preferred month for the next 25bp rate cut. We don’t have anything beyond this 

because of the risk that further policy stimulus will further exacerbate asset price growth, which house price data released this week 

shows is accelerating 

 

Link to full article to read the report:  
 
 

 

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
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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 

FMGKOU $1,350,000 Citi Buys FMGKOU 1,000,000 Citi Buys 

XJOKOO $896,065 Citi Sells XJOLOA 399,000 Citi Sells 

XJOLOA $734,950 Citi Sells XJOKOO 293,100 Citi Sells 

XJOMOV $716,082 Citi Buys XJOMOV 163,242 Citi Buys 

XJOMOG $474,745 Citi Sells VUKKOH 152,500 Citi Sells 

Stopped Out Warrants 

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

BENKCC 8.9949 9.89 0.885 3/12/2019 5/12/2019 

BOQJOB 6.9821 7.68 0.675 3/12/2019 5/12/2019 

CIMKOB 29.6672 32.63 2.95 3/12/2019 5/12/2019 

CSLKCC 252.9388 278.23 25.17 3/12/2019 5/12/2019 

HUBKCA 9.7847 10.76 0.945 3/12/2019 5/12/2019 

IPLKCA 2.8277 3.11 0.275 3/12/2019 5/12/2019 

NCMKCD 26.1881 28.8 2.54 3/12/2019 5/12/2019 

NCMKOG 26.3730 29.01 2.54 3/12/2019 5/12/2019 

PMEKOA 20.9598 24.1 3.16 3/12/2019 5/12/2019 

SEKKOC 20.3857 22.42 2.03 3/12/2019 5/12/2019 

SPFKOA 3001.0086 3090 1.30 3/12/2019 5/12/2019 

NDXKOB 7853.5760 8244 5.70 3/12/2019 5/12/2019 

      
 

Headlines & Highlights 

 

 A trade deal between the U.S. and China may have to wait a year, with Donald Trump stating it will be known “pretty 
soon” whether there will be a deal in the short term. The President claimed he has no deadline and believes in some 
ways it may be better to delay a deal until 2020. This sentiment was reinforced by Commerce Secretary Wilbur Ross, 
who said the tariff hikes planned for December 15 will go ahead if nothing changes in the next two weeks. In 
combination, this triggered a sell-off in U.S. shares, now down more than 2% over the last 3 days.  

 Australian economic growth may have picked up in the third quarter, but will need to accelerate significantly if it is to 
meet the RBA’s 2.6% target for mid-2020. Current consensus has year-on-year GDP growth at 1.7%, up from 1.4% in 
the last 3 months. RBA governor Philip Lowe cited low interest rates, recent tax cuts and an upswing in housing 
prices as key factors supporting growth in a statement accompanying the central bank’s decision to leave the cash 
rate unchanged at 75bps. 

 The U.S. has made further moves against Huawei, with a new agency – the International Development Finance 
Corporation – set to tap into some of its $60 billion budget to help developing countries purchase telecommunications 
products from competitors.. 
 

Overnight  

 
Equities | S&P500 3,085.13 (-0.92%)  |  Stoxx600 398.48 (-0.63%)  |  FTSE100 7,158.76 (-1.75%) 

 US – US equities is closing in the red after US shares plunged, with the S&P500 extending its 3-day slide to more 
than 2%. The S&P500 declines 0.92%, with all sectors closing in the red, apart from Real Estate (+0.61%) and 
Utilities (+0.50%). Energy is the worst performing sector again, declining 1.56%, and Financials decreasing 1.52%. 
Crown Castle International Co (CCI +2.21%) and Southern Co (SO +1.16%) lead the index. Alternatively, FedEx 
Corp (FDX) and Micro Technology (MU) are some of the worst performing stocks in the session, closing at -4.35% 
and -3.32% respectively. 



 

 EU  –  European stocks finished lower amid weak sentiment due to concerns over US and France relations. The 
STOXX600 declined 0.63%, with the Utilities (+0.18%), Information Technology (+0.14%) and Real Estate 
(+0.03%) making gains, while Energy suffered the most with a fall of 1.62%. Telefonaktiebolaget LM Ericsso 
(ERICB +2.25%) performed well after the announcement of a partnership with Azercell to develop 5G in 
Azerbaijan. Ferrari (RACE +1.96%) also rallied after analyst upgrade. Airbus (AIR –4.41%) dropped after implied 
potential raises of US tariffs on a range of European goods. Glencore (GLEN)  also traded lower, closing down 
3.74%, as the CEO hints he may leave sooner than expected. The FTSE Index fell 1.75% with all sectors, apart 
from Information Technology (+0.17%), trading in the red. Energy was the worst performing sector, down 2.52%. 
Only 10 stocks saw a positive change. Royal Dutch Shell (RDSB -2.71%) was one of the worst performing on the 
index and Prudential (PRU) also closed in the red, trading down 3.67%. 

Foreign exchange |  AUDUSD 0.6840 (-0.06%)  |  DXY 97.7320 (-0.19%)  |  EURUSD 1.1082 (+0.08%) 

 The dollar weakened against the majority of g10 peers, while other haven currencies rose, as Trump indicated he 
is in no rush to come to an agreement with China on the trade deal before 15 December, the day the 
administration has threatened to enforce more tariffs on China.  

 EUR/USD is trading in a tight range at 1.1082, up 0.08% as European Central Banks face increasing pushback 
against their negative interest rate policy. 

 GBP/USD rose to the highest since 22 October, up 0.38% to 1.2991 as the Conservative party continues to 
increase their lead in the upcoming December 12 election.  

 USD/JPY fell  for a fourth day in  a row, down 0.55%% to 108.58, the lowest level in a week .The pair was 
supported during the Asia trading session after a report that Japan’s government will announce a 25 trillion yen 
stimulus package by in the near future.  

 AUD/USD remained steady overnight, dropping 0.06% after close, to 0.6840, after earlier rising as much as 0.6% 
to 0.6862, as the RBA kept interest rates on hold and said some global risks have lessened. 

Commodities | Gold 1,484.30 (+1.03%)  |  WTI 56.24 (+0.50%)  |  Copper 2.67 (+0.32%) 

 Oil: Despite the market looking to rally after OPEC optimism, Crude oil has struggled, with WTI Crude only climbing 
0.5% to $56.2 a barrel, as Trump announced that he was happy to wait out a trade deal with China until after the 
2020 U.S. elections. Additionally, U.S. crude oil stocks are expected to decrease by 1.5 million barrels according to 
analysts, in data due Wednesday. 

 Metal: Following Donald Trump’s remarks, metal prices dipped, with copper losing 0.8% at $5810 on the LME, 
posting the longest slump in more than two months. Aluminium, zinc, lead and nickel also declined, with tin 
advancing on the LME. Additionally, the price of gold increased by 1% as risk aversion dictated market sentiment 
following Trump’s comments. 

 Agriculture: Wheat futures for March delivery are down 1.9%. Egypt bought 295,000 tons of Russian wheat in a 
tender on Tuesday, shunning U.S. supplies. Soybean volumes have dipped, with traders opting to wait until Dec. 
15 – the deadline for new tariffs to be levied on Chinese goods by the US, with Jan futures increasing by 0.2%.. 
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Overnight Summary  

 
 

-- Equities --  Last     Chg     %chg  

Dow                27,503  
 

-280  
 

-1.0%  

S&P500              3,093  
 

-21     -0.7%  

Nasdaq             8,521  
 

-47  
 

-0.6%  

Euro Stoxx  3,611  
 

-16  
 

-0.4%  

Shanghai Comp.  2,885  
 

+9  
 

+0.3%  

Nikkei  23,380  
 

-150  
 

-0.6%  

….SPI (Aust)      6,639  
 

-60  
 

-0.9%  

-- FX --        Last     Chg       %chg  

$A / $US   0.6843  
 

+0.0080  
 

+1.2%  



 

Yen / $US     108.64  
 

-0.34  
 

-0.3%  

Euro / $US  1.1079  
 

+0.0000  
 

+0.0%  

$A / GBP  0.5265  
 

+0.0034  
 

+0.7%  

A$ TWI  59.50     0.600     +1.0%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         81.2  
 

0.9  
 

+1.1%  

Copper             266.8  
 

0.9  
 

+0.3%  

Nickel                622.1  
 

2.0  
 

+0.3%  

Coking Coal  140.8  
 

1.4  
 

+1.0%  

Iron Ore  85.8  
 

-0.2  
 

-0.2%  

Gold  1483.30  
 

+14.10  
 

+1.0%  

Oil…WTI  56.10  
 

+0.14     +0.3%  

Oil..Brent  61.01  
 

+0.09  
 

+0.1%  

Gas              2.45  
 

+0.12  
 

+5.0%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,674  
 

-44.40  
 

-2.6%  

Rio Plc  4,175  
 

-55.50  
 

-1.3%  

Clydesdale Plc  171  
 

-5.80      -3.3%  

South 32 - London  134  
 

-3.76  
 

-2.7%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      50.79      -0.94  
 

-1.9%  

RIO - adr      54.60  
 

-0.54     -1.0%  

Janus Henderson  25  
 

-0.37      -1.5%  

Resmed         149.47      +0.46  
 

+0.3%  

NWS A  12.67     -0.21       -1.6%  

James Hardie  19.37     -0.19       -1.0%  

Bonds  Last     Chg     %chg  

US 10 Year  1.71  
 

-0.11  
 

   

Aus 10 Year  1.20  
 

+0.10        

Volatility  Last     Chg     %chg  

VIX  15.84      +0.92     +6.2%  

 
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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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 
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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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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 
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