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The Overview 18 May 2018 

 

Australia Economics Flash: April employment solid but labour slack 
remains (Josh Williamson 17 May 2018) 
 

    

 Something for everyone in the April Labour Force data. 

The good news was that employment increased by 22.6k in April, marginally above the market’s 20k estimate and our 21k 

forecast. This was driven by a 32.7k increase in full-time employment that boosted aggregate hours worked by 1.1% in the month. 

The bad news was that the ABS revised down the employment data for February and March such that both months showed small 

declines. This had the effect of lowering the yearly pace of employment creation to 2.7% in April from 3.3% in January (Figure 1). 

Most important in our opinion was the small increase in the unemployment rate from 5.5% to 5.6%. The market was expecting no 

change but we forecast the small rise on the view that labour force participation would increase from 65.5% to 65.6%. 

 

 Implications for monetary policy. 

As recently as this week the RBA reminded us of the most useful labour market indicator. Deputy Governor Debelle said in his 

speech on Tuesday on The Outlook for the Australian Economy that “I find the unemployment rate is the most useful single 

statistic to assess the state of the labour market”. The rise in the unemployment rate therefore implies a mechanical increase in 

the amount of spare capacity in the labour market. But we doubt the RBA would worry about a 0.1ppt change. The unemployment 

rate remains in-line with the Bank’s forecast for 5½% by June and the full-time unemployment rate remains optically aligned with 

the current stable setting of monetary policy (Figure 2) 

 

 Employment growth is likely to remain solid... 

Leading indicators point to a near-term pick-up in the yearly pace of employment creation (Figure 3). While we’d caution against 

false precision in using leading indicators to generate at-a-point-in-time forecasts, it’s probably safe to say that average monthly 

employment gains will remain solid driven by low wage cost growth and solid business confidence .  

 

 …with solid labour supply to match. 

Yearly labour demand at 2.7% is equally matched by labour supply growth of 2.7% (Figure 4). The female participation rate has 

been rising while older workers are remaining in the labour force for longer. These changes reflect an encouraged worker effect 

and government policies that have sought to move some welfare recipients back into the labour force. Regardless of the reason, 

roughly equal growth in labour demand and supply has meant that the employment to working age population ratio has remained 

fairly stable at 61.9%, which is below the post GFC peak of 62.5%. The conclusion also remains stable, i.e., slack in the labour 

market needs to be absorbed before the RBA will be concerned about aggregate wages pressure rising. 

 The wage cost and labour force data should ensure that the RBA remains on-hold for the remainder of this year. 

We expect the RBA not to start lifting the cash rate target until Q1 of 2019 with the risk that it takes longer to start the process of 

tightening monetary policy 

 

 

Link to full article below to read the report:  
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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 

XJOKOH $673,605 Citi Sells MYXKOC 1,000,000 Citi Buys 

SDAKOA $365,440 Citi Buys XJOKOH 191,000 Citi Sells 

MYXKOC $328,875 Citi Buys KDRKCC 153,500 Citi Sells 

TWEKOB $295,434 Citi Sells TLSJOY 112,000 Citi Buys 

A2MKOR $284,875 Citi Buys XJOLOU 108,888 Citi Buys 

Stopped Out Warrants 

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

BHPKOV 37.1687 34.41 $2.71 17/05/2018 21/05/2018 

TCLKOE 10.5154 11.54 $0.92 17/05/2018 21/05/2018 

RIOMOX 92.6903 85.82 $6.55 17/05/2018 21/05/2018 

NCMKCC 19.1035 20.95 $1.83 17/05/2018 21/05/2018 

FLTKOT 69.1987 62.34 $5.08 17/05/2018 21/05/2018 

BALJOB 14.0883 16.86 $2.67 17/05/2018 21/05/2018 

WORKOQ 19.6150 17.67 $1.91 17/05/2018 21/05/2018 

CSLKCB 159.2661 175.13 $15.88 17/05/2018 21/05/2018 

ZCLKOS 79.6563 71.83 $1.04 17/05/2018 21/05/2018 

      
 

Headlines & Highlights 

 

 The US’ Kudlow has described ongoing trade negotiations with China as “difficult”. Also, Trump has suggested China 
may be the reason for North Korea’s “negative tone” about the upcoming summit with the US and South Korea, where 
Xi Jingping “could be influencing Kim”. 

 US and EU trade tensions were also in focus overnight, with key leaders suggesting they won’t have their trade 
practices controlled by the US, and Luxembourg’s premier even emphasising the EU “wont’ talk with a knife at our 
throats”. 

 Rusal is continuing to struggle, with operations still below the level they were before Trump imposed sanctions on 
them, and some workers outside of Russia not receiving their full salary. Some are suggesting “the market chaos will 
return if the US sanctions aren’t lifted by October”. 
 

Overnight  

 
Equities | S&P500 2720.13 (-0.09%)  |  Stoxx600 395.79 (+0.66%)  |  FTSE 7787.97 (+0.70%) 

 US equities finished lower on the back of higher yields and some comments from Trump that raised doubts about 
the outcome of the China/US trade negotiations. As a result, Tech finished lower with all the giants 
underperforming the sector. Utilities, Telco’s and Real Estate continued to come under pressure as yields remain 
at 3.1%. All three sectors were laggards in the index and finished between 0.5%-0.9% lower. Energy continues its 
climb, finishing 1.31% higher, as the sector remains a beneficiary of the rising spot price.  

 The FTSE 100 was well bid, finishing 0.72% higher on the back of a strong performance from Resources. Energy 
rallied 1.84% as a sector, as BP rose 1.41% and Shell finished 2% higher. In terms of the Materials sector, the 
majority of its constituents finished in the green, apart from Anglo, who finished marginally lower. Experian rallied 
5.59%, as the credit data firm stated that 2018 would be another year of growth. The firm also posted better than 
expected revenues. In the gambling sector, despite the decision to cut the top stake on betting machines to 2 
pounds, British based Paddy Power Betfair finished 1.88% higher as investors remained focused on the future 



 

growth in the US. 
Foreign exchange |  AUDUSD 0.7512 (-0.17%)  |  DXY 93.480 (+0.14%)  |  EURUSD 1.1796 (-0.11%) 

 The dollar advanced against 9 of its G10 peers as Treasury yields edged higher; 10y yields up 1.5bps to 3.111.  

 Commodity currencies held close to their lows for the session after comments from Trump on trade with China 
briefly dented risk appetite and sent equities sliding. AUDUSD at 0.7412 (-15 pips) and NZDUSD at 0.6880 (-10 
pips).  

 Uncertainty over NAFTA negotiations continued to hover over the CAD and MXD. Despite this, the loonie 
advanced as USDCAD rose to 1.4805 (+40 pips), EM currencies on the other hand extended their slide.   

 As of 8pm the prior day to the time of writing. 
Commodities | Gold 1290.00 (-0.12%)  |  Oil (WTI) 71.59 (+0.14%)  |  Copper 307.70 (+0.60%) 

 Energy – Oil was up on the night, with Brent hitting $80/barrel intra-night for the first time since 2014, whilst WTI is 
now trading up 0.14% at $71.59. Oil Movements has said OPEC’s shipments are set to fall 240,000 barrels a day 
in the four weeks to June 2, and flows from Nigeria have been disrupted “following the shutdown of the Nembe 
Creek Trunk Line by the operator”. 

 Metals – Gold was flat on the night, although “under pressure amid the dollar’s rally”. Copper was up 0.6%. 

 Agriculture – Soybeans fell 1.07% despite news China’s purchases of the product from Russia have nearly tripled 
this season, whilst wheat was down 0.5%. 

 
 

 
 
CORPORATE 

 

 Invocare (IVO.AX) - Annual Shareholders Meeting 

 Janus Henderson (JHG.AX) – Ex Dividend 

 

ECONOMICS 

  
  

 
  

Overnight Summary  

 

Australian Indices Last Change 
% 

Change 
Past 

Month 

ASX 200 6,094 -13 -0.21% 3.97% 

SPI 6,122 14 0.23% 4.81% 

  
   

  

Major World Indices Last Change 
% 

Change 
Past 

Month 

Dow 24,714 -55 -0.22% -0.29% 

S&P500 2,720 -2 -0.09% 0.51% 

Nasdaq 7,382 -16 -0.21% 1.39% 

  
   

  

UK 7,788 54 0.70% 7.78% 

Germany 13,115 118 0.91% 4.20% 

  
   

  

Nikkei 22,838 121 0.53% 3.07% 

Hong Kong 30,942 -168 -0.54% 2.17% 

Shanghai Comp 3,154 -15 -0.48% 2.03% 

  
   

  

Currencies Last Change 
% 

Change 
Past 

Month 

$A / $US 0.7511 0.0039 0.52% -3.28% 

$A / GBP 0.55576 0.00249 0.45% 2.27% 

$A / Euro 0.6368 0.0056 0.89% 1.44% 

DXY (USD Basket) 93.472 0.08399 0.09% 4.42% 

A$ TWI  62.5 0.4 0.64% -0.95% 

$US / Yen 110.76 0.36 0.33% -3.39% 

  
   

  

Metals (LME) / Energy Last Change 
% 

Change 
Past 

Month 



 

Gold - spot 1,290.90 0.24 0.02% -4.19 

Oil - WTI 71.49 0.00 0.00% 7.47 

  
   

  

Metals (LME-3mnth official) 
   Aluminium 104.01 -1.02 -0.97% -4.66% 

Copper 312.03 2.40 0.78% 0.03% 

Nickel 662.02 5.44 0.83% 2.67% 

Coking Coal 185.10 1.40 0.76% -1.70% 

Thml Coal (Newcastle) 104.15 -0.45 -0.43% 13.15% 

Iron Ore-Qingdao 67.84 0.26 0.38% 2.91% 

SHFE Steel Rebar 3653.00 -21.00 -0.57% 5.98% 

  
   

  

Dual Listed Co's Last 
 % 

Change A$ equiv Spread 

BHP Billiton plc 1,750 0.31% 31.48 9.40% 

Rio plc 4,358 0.17% 78.41 10.64% 

HendersonGrp plc 33.10 -0.30% 44.07 0.17% 

BHP ADR 51.38 -0.17% 34.20 -0.68% 

  
   

  

  
   

  

Cash Rates Futures Next Next + 1   

Australia 1.50 1.95 1.97   

US 1.75 1.95 2.15   

Euro 0.00 -0.28 -0.08   
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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 
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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 
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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 
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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, 
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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 
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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 
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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 
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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 
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