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The Overview 6 November 2019  

 

Australia Economics Flash– RBA lowers 2019 GDP growth f/c but 
doesn’t cut rates (Josh Williamson 5 November 2019) 
 

    

 No change to the cash rate and ongoing mild neutral guidance. 

As we expected, there was no change in the 0.75% cash rate target today. Repeated from the October policy statement was the 

phrase “the Board will continue to monitor developments, including in the labour market, and is prepared to ease monetary policy 

further if needed”. The RBA remains mildly dovish with respect to the future possible easings.  

 Near-term GDP growth has been revised down. 

As we expected, the policy statement mentioned that this Friday’s SMP will revise down the 2019 year-end GDP forecast from 

2½% to 2¼%. We see the risk that GDP growth is even lower than this given the further slowing in household consumption in Q3. 

The RBA cast a nod to this risk with the repeat of the comment “the main domestic uncertainty continues to be the outlook for 

consumption”. Looking further ahead, the RBA continues to aim for 3% growth in 2021.  

 No changes to the unemployment rate of CPI inflation forecasts. 

Friday’s SMP is likely to continue to show an unchanged 5¼% unemployment rate forecast until 2021 when it declines slightly to 

5%. This has meant that the RBA’s wages growth forecast “will remain at around its current rate for some time yet”. Both headline 

and underlying inflation are effectively unchanged. The August SMP has both at 1¾% until June 2021 when forecasts rise to 2%. 

Today the RBA said “in both headline and underlying terms, inflation is expected to be close to 2 per cent in 2020 and 2021”. 

Given current inflation around 1.6% to 1.7%, This could hint at slightly below 2% over the forecast horizon, supporting the flexible 

approach the RBA has taken its inflation mandate, which was reinforced by the Federal Treasurer this morning in announcing the 

new agreement on monetary policy between the Treasury and the RBA. 

 The Treasurer announced a new Statement on the Conduct of Monetary Policy. 

Prior to the release of the RBA’s policy decision, Federal Treasurer Josh Frydenberg announced the Statement on the Conduct of 

Monetary Policy would not be changed. The inflation target band will remain at 2% to 3%. Some commentators had speculated 

that this would be changed to 1% to 3%. In support of the current arrangement the Treasurer said “while inflation has been below 

the 2-3 per cent band for some time, I recognise that Australia is not alone in experiencing an extended period of low inflation, low 

unemployment and low interest rates. Over the medium term, inflation is expected to return to the band, consistent with the 

Statement”. With the Statement only being updated on the appointment of a new RBA Governor or change of government, there is 

no likelihood of any change in the statement for a least a few years. Furthermore, the Treasurer has ruled out a BoE style please 

explain letter when inflation is outside the target band. So the RBA can continue with its highly flexible, discretion- based approach 

to applying monetary policy. 

 We continue to expect the RBA to cut the policy rate again in February 2020. 

In our opinion, there is little hope of a return to stronger wages growth and the removal of excess capacity in the labour market 

without further policy easing to the effective lower bound, accompanied by a QE programme that assists with the transmission of 

monetary policy through the banking system 

 

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
https://au.citifirst.com/EN
https://ir.citi.com/1JHdTHIvBZgE1Lr%2FpC6CQmMG1MFdME7HBV1uIaj%2BMBr%2Bg7Ck%2F46hHmzxGIrAP%2Ft1xnk6PJxy7MA%3D


 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOKOZ $1,025,301 Citi Buys XJOKOZ 246,678 Citi Buys 

WBCJOC $392,746 Citi Sells XJOKOX 81,900 Citi Sells 

XJOKOX $224,176 Citi Sells RIOWOQ 79,000 Citi Sells 

WBCKOP $168,205 Citi Buys WBCJOC 78,160 Citi Sells 

XJOKCN $159,600 Citi Buys FMGKOU 78,000 Citi Sells 

Stopped Out Warrants 

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

ZSIKOG 16.0652 36.7 $0.23 5/11/2019 7/11/2019 

APTKOD 24.4910 26.92 $2.34 5/11/2019 7/11/2019 

BHPKOT 40.6740 37.03 $3.63 5/11/2019 7/11/2019 

DJXKOT 28292.9520 27458 $12.04 5/11/2019 7/11/2019 

FMGKCW 10.7220 9.44 $1.18 5/11/2019 7/11/2019 

FMGKOR 10.7100 9.42 $1.17 5/11/2019 7/11/2019 

FMGKOS 10.8790 9.57 $1.315 5/11/2019 7/11/2019 

NDXKCR 8648.8800 8220 $6.21 5/11/2019 7/11/2019 

WBCKOI 25.2500 26.5 $1.25 5/11/2019 7/11/2019 

      

      
 

Headlines & Highlights 

 

 The road to a trade deal may run through an opioid crackdown. Beijing and Washington plan to highlight joint efforts 
to suppress fentanyl smuggling, with China's anti-narcotics agency scheduled to hold a press conference on 
Thursday about a case where the two nations cooperated. 

 And not a moment too soon. U.S. trade with China nosedived in September after Trump imposed fresh tariffs on 
consumer items, deepening a slump for exporters on both sides of the Pacific. The overall trade deficit in goods and 
services shrank to $52.5 billion, in line with estimates. Overall exports decreased 0.9% while imports slid 1.7%. 

 China got blowout demand for its first bond offering in euros after pulling in almost 20 billion euros ($22 billion) of 
orders. It will price four billion euros of notes across seven, 12 and 20-year maturities, people familiar said. The most 
popular tranche was a 2 billion-euro seven-year note. They're set to price at 30 basis points above midswaps and as 
much as 20 bps inside an initial target. 

 OPEC slashed crude demand estimates, predicting a slide of about 7% over the next four years to an average 32.7 
million barrels a day. The cartel forecast its share of world markets will shrink until the middle of the next decade due 
to a flood of U.S. shale output. That may compel OPEC+ to cut supplies even further or compete more fiercely among 
themselves. 
 

Overnight  

 
Equities | S&P500 3,077.93 (-0.01%)  |  Stoxx600 404.23 (+0.20%)  |  FTSE100 7,388.08 (+0.25%) 

 US - US stocks mostly climbed Tuesday afternoon as investors welcomed better-than-expected data on the 
service sector and grew optimistic for a U.S.-China trade deal, one day after the major equity benchmarks closed 
at records. The Dow Jones Industrial Average was up 82 points, or 0.3%, at 27,544, while the S&P 500 index was 
unchanged at 3,077, and the Nasdaq Composite as up 15 points or 0.2% at 8,448. In specific equities, Walgreens 
Boots Alliance Inc. shares rose 3% Tuesday afternoon after a report that the company was considering going 
private. The stock had risen 8.9% during the previous two sessions. Shares in Uber Technologies fell 9% after the 
ride-hailing company Monday posted another quarterly loss but forecast that it would reach profitability by the end 



 

of 2021. Peloton Interactive Inc. shares was down 7.6% after the exercise-equipment maker reported third-quarter 
results. Chesapeake Energy Corp.’s stock sank 16.7% Tuesday, after the oil-and-gas company reported a wider-
than-expected loss on revenue the fell more than forecast. Kroger Co. rose 10.9% after the grocer announced a $1 
billion share buyback program during its investor meeting. 

 EU - European stocks traded near four-year highs on Tuesday, with market attention still focused on the prospect 
of a US-China trade deal. After closing Monday at the highest level since Aug. 5, 2015, the Stoxx Europe 600 
increased 0.2% to 404.23. The German DAX rose 0.14% to 13154.21, the French CAC 40 added 0.05% to 
5827.39 and the UK FTSE 100 rose 0.25% to 7388.08. Meanwhile European earnings season continues, with 
results through Monday on track for a 4.6% year-on-year decline in the third quarter, according to Morgan Stanley. 
Associated British Foods  rose 5% as the company reported a 2% rise in adjusted pre-tax profit for the year and 
said operating margins at its fast fashion retailer Primark will have a small drop. The US expansion of Primark will 
continue as the company has signed a lease in Philadelphia. Siemens Gamesa Renewable Energy plunged 9% as 
the turbine maker guided for lower-than-forecast revenue and margins in what the company called a “transitional” 
year. The company also said it would cut 600 white-collar jobs. Jewellery retailer Pandora shares stumbled 18% 
after reporting worse operating profit and revenue than forecast. Same-store sales excluding Hong Kong fell 10% 
in the third quarter. 

Foreign exchange |  AUDUSD 0.6894 (-0.12%)  |  DXY 97.9570 (+0.40%)  |  EURUSD 1.1070 (-0.52%) 

 The greenback rallied again overnight after US ISM non-manufacturing (54.7 vs 53.5 est.). This is tandem with 
growing optimism for a US-China trade deal saw the dollar gain.  

 Cable closed unchanged at 1.2880 despite the rally in dollars, retracing initial losses post US ISM which saw the 
pound pare earlier gains in the session.   

 The euro fell again after close dropping 63 pips to 1.1070 as a macro move.  

 The Aussie dropped 7 pips from close after rallying into the overnight open as the RBA held off cutting rates again 
yesterday to leave the cash rate at 0.75%. It closed at 0.6894. 

Commodities | Gold 1,485.90 (-1.67%)  |  WTI 57.19 (+1.15%)  |  Copper 2.67 (+0.46%) 

 Crude climbed for a third day as investors remained optimistic that the US and China are moving closer to signing 
a trade deal. Futures advanced as much as 1.7% in NY on Tuesday and are on track to close at the highest level 
in six weeks. China is seeking to roll back US tariffs on as much as $360bn of Chinese imports before President Xi 
agrees to signing a partial deal. Analysts see positive headlines to continue to drive buying interest in the market. 
Meanwhile, US crude stockpiles probably rose by 2mm barrels last week, according to the median estimate.  

 Precious metals fell across the board, led by silver. Nickel (-0.6%) fell to a two-week low as rising inventories 
alleviated supply concerns and Chinese demand remained weak. Copper (+1.1%) rose for a third day as 
inventories at warehouses slid to the lowest since July. The metal benefited from optimism on trade. Miners also 
advanced, with Freeport-McMoRan Inc. and First Quantum Minerals Ltd. helping boost a Bloomberg gauge of 
producers. Lead, zinc and aluminium declined, while tin edged up.  
 
 

 
 

 
CORPORATE 

 

 AOG.AX Aveo Group Scheme Meeting 

 BLD.AX              Boral Ltd Annual Shareholders Meeting 

 CTD.AX Corporate Travel Management Ltd Annual Shareholders Meeting 

 LLC.AX              LendLease Group Corporate Presentation 

 PDL.AX              Full Year 2019 Pendal Group Ltd Earnings Release 
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Overnight Summary  

 
 

-- Equities --  Last     Chg     %chg  

Dow                27,493  
 

+31  
 

+0.2%  

S&P500              3,075  
 

-4     -0.0%  

Nasdaq             8,435  
 

+1  
 

+0.1%  

Euro Stoxx  3,677  
 

+11  
 

+0.3%  

Shanghai Comp.  2,992  
 

+16  
 

+0.5%  

Nikkei  23,252  
 

+401  
 

+1.8%  

….SPI (Aust)      6,686  
 

+19  
 

+0.3%  



 

-- FX --        Last     Chg       %chg  

$A / $US   0.6893  
 

-0.0011  
 

-0.2%  

Yen / $US     109.18  
 

+0.60  
 

+0.6%  

Euro / $US  1.1070  
 

-0.0058  
 

-0.5%  

$A / GBP  0.5350  
 

+0.0007  
 

+0.1%  

A$ TWI  59.80     -0.100     -0.2%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         82.3  
 

1.3  
 

+1.6%  

Copper             266.6  
 

1.2  
 

+0.5%  

Nickel                743.0  
 

-17.9  
 

-2.4%  

Coking Coal  134.5  
 

0.1  
 

+0.1%  

Iron Ore  80.2  
 

-0.4  
 

-0.5%  

Gold  1493.50  
 

-25.50  
 

-1.7%  

Oil…WTI  57.23  
 

+0.69     +1.2%  

Oil..Brent  62.98  
 

+0.85  
 

+1.4%  

Gas              2.87  
 

+0.05  
 

+1.8%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,765  
 

+41.80  
 

+2.4%  

Rio Plc  4,343  
 

+49.00  
 

+1.1%  

Clydesdale Plc  144  
 

+2.90      +2.1%  

South 32 - London  140  
 

+0.72  
 

+0.5%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      51.85      +0.95  
 

+1.8%  

RIO - adr      55.82  
 

+0.65     +1.2%  

Janus Henderson  25  
 

+0.87      +3.7%  

Resmed         144.38      -2.61  
 

-1.8%  

NWS A  13.75     -0.06       -0.4%  

James Hardie  17.47     -0.16       -0.9%  

Bonds  Last     Chg     %chg  

US 10 Year  1.85  
 

+0.08  
 

   

Aus 10 Year  1.20  
 

+0.02        

Volatility  Last     Chg     %chg  

VIX  13.09      +0.09     +0.7%  

Source: Bloomberg 

 
 

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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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 
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