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The Overview 17 October 2019  

 

Hong Kong Economics View– Amid Difficult Times, HK CE Makes Her 
Third Policy Address (Adrienne Lui16 Oct 2019) 
 

    

 HK Chief Executive Carrie Lam televised her third Policy Address via a pre-recorded video. Given the challenging political and 

economic landscape, the Policy Address (PA) today focused on two deep-rooted social problems: housing and social support. 

 

 Full of expansionary policies likely for the remaining term of the administration. 

The 220 new initiatives set out in the PA and the Supplement, the flexible approach to roll out fiscal support measures when 

ready, as well as the Government’s commitment to more recurrent expenditure will likely drive HK into fiscal deficit for this and 

next fiscal year. We forecast deficits of -0.3% and -1.2% of 2019E/20E and 2020E/21E GDP, respectively; but the size of deficit 

especially for next year could further increase if the macro-environment worsens. We see a drawdown from the ample pool of 

fiscal reserves as necessary to cushion the economy, and it does not contradict the fiscal principal guidelines under Basic Law’s 

Article 107. Our real GDP forecasts remain at 0.6%yoy and 1.4%yoy for 2019E-20E. 

 PA focused on policies related to housing and land supply. 

The Administration has been working towards ‘re-building the property ladder’ since it took office. New housing initiatives 

announced today include: (1) Providing relief for low-income or CSSA households via one-off living (rental) subsidy or raised rent 

allowance; (2) Availing more flats under the Home Ownership Scheme, Green Form Subsidised Home Ownership Scheme, and 

Starter Homes Scheme; (3) Increase transitional housing units; and (4) Raising the cap on the property value for eligible HKMC 

mortgage loans subject to maximum 90% LTV from the existing HK$4mn to HK$8mn, and from the existing HK$6mn to HK$10mn 

for those mortgages’ maximum 80% LTV. (See our equity analysts’ takes here and here.) 

 CE Lam touched upon several governance principals and actions that are relevant to current political tensions. 

These included: i) In the Foreword, CE Lam reiterated the importance for HK “to adhere to ‘One Country, Two Systems’ and 

safeguard the rights and freedoms protected by the Basic Law.” This is likely viewed by the administration as key to maintaining 

HK’s international status as a trade and finance hub, and for steering HK through challenges from international scrutiny such as 

review of US-Hong Kong Policy Act and potential passage of the Hong Kong Human Rights and Democracy Act. ii) We believe 

the administration also regards anti-government groups’ request for amnesty for arrested protestors as contradictory to their 

emphasis on ensuring the rule of law in HK. iii) The Supplement section states that the Government will only restart political 

reform discussions related to selection of the Chief Executive by universal suffrage – another key protestor request – in 

accordance with the relevant legal basis and amid a more peaceful atmosphere. iv) Reading from today’s PA and her recent 

remarks (including at her first open-dialogue session in late September), we do however see possibility of a formal enquiry of 

some kind at a later date that could review and make proposals to enhance the workings of various governing bodies, with the aim 

of improving HK’s institutional strengths 
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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 

XJOKOX $1,053,687 Citi Sells XJOKOX 393,200 Citi Sells 

NDXKOU $356,600 Citi Buys TLSSOF 300,000 Citi Buys 

ZCLKOP $248,100 Citi Sells RIOWOA 241,135 Citi Sells 

CYBJOE $140,525 Citi Sells XJOLCT 201,914 Citi Buys 

FMGKOP $126,990 Citi Sells SWMKOB 183,000 Citi Sells 

Stopped Out Warrants 

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

COHKCQ 235.4350 212.11 $21.64 16/10/2019 18/10/2019 

CSLKOR 277.0020 249.59 $27.55 16/10/2019 18/10/2019 

EVNKCG 3.6290 4.17 $0.54 16/10/2019 18/10/2019 

MQGMOQ 148.1480 133.49 $14.54 16/10/2019 18/10/2019 

NCMKCE 29.7170 32.61 $2.86 16/10/2019 18/10/2019 

WESKOV 44.9250 40.48 $4.44 16/10/2019 18/10/2019 

      
 

Headlines & Highlights 

 

 The EU and U.K. downplayed chances that a Brexit agreement was imminent as European leaders got ready to 
gather in Brussels. Democratic Unionist Party Leader Arlene Foster dismissed as "nonsense" a report that it was 
close to dropping its opposition to Boris Johnson's latest proposals, complicating matters. 

 Donald Trump said a partial trade deal with China probably won't be signed until next month when he meets with Xi 
Jinping at the APEC summit in Chile. The president said the Chinese government "has started buying already" from 
American farmers, amid questions over whether Beijing can fulfil the annual $50 billion in farm purchases. 

 U.S. retail sales unexpectedly posted their first decline in seven months. The value of overall sales fell 0.3% in 
September from the prior month after an upwardly revised 0.6% increase in August. Consensus saw a 0.3% advance. 
 

Overnight  

 
Equities | S&P500 2,989.44 (-0.21%)  |  Stoxx600 393.46 (-0.14%)  |  FTSE100 7,167.95 (-0.61%) 

 US: Stocks in the US fell overnight as quarterly reporting continued, with the S&P500 closing down 0.21%, briefly 
climbing from the lows of the day after President Trump said a trade deal with China will probably not be signed 
until he meets with Chinese President Xi Jinping at the APEC summit next month. Consumer Discretionary 
(+0.41%) and Materials (+0.30%) led the index whilst the Energy sector declined the most, finishing down 1.49%. 
MCK (+4.83%) topped the index after reports surfaced that they are in talks with state and local governments to 
pay $18b to settle a broad litigation over the opioid crisis. JBHT (+3.63%) also rallied after reporting quarterly sales 
above estimates, whilst BAC (+1.48%) finished higher after reporting better-than-expected earnings per share and 
flagged its expense management. ALXN (-5.06%) retreated the most on the index following news the company is 
set to acquire Achillion Pharmaceuticals for $930m. CRM also retreated, falling 3.78% whilst ADBE finished in the 
red following analyst downgrades, closing down 2.39%.  

 EU: Equities in the region finished the session lower overnight on the back of Brexit uncertainty, with the 
STOXX600 finishing down 0.14%. Consumer Staples (+0.14%) and Financials (+0.04%) were the leading sectors 
whilst Information Technology names retreated the most, with the sector finishing down 0.54%. MOWI (+5.09%) 
topped the index, whilst TKA (+4.64%) jumped to a 5 month high following reports that potential suitors are 

https://ir.citi.com/EnFzx0EYmWhdQAjwH6NNr3vpvbz1f9v9JNjum4FteACd91p9flAn8Ce8%2FAXkpj4WLJgAmcQKfU0%3D


 

teaming up for the German manufacturer’s elevator unit. VOW3 rallied to finish up 3.12% and MTX (+2.14%) 
gained after opening a new high-tech test centre for engine parts in Germany. ERF (-8.33%) was the main laggard 
of the session whilst ASML (-4.52%) finished in the red after reporting mixed 3Q earnings, in which revenue 
increased, however a weak memory chip market continued to weigh on the results. The FTSE Index declined 
further overnight, falling 0.52%, weighed down by the Communication Services (-1.15%) whilst Utilities (+0.40%) 
and Consumer Staples (+0.08%) were the only sectors to make gains. UU/ (+2.84%) topped the index whilst RB/ 
and ULVR managed to trade higher, gaining 0.89% and 0.88% respectively. HSX (-5.18%) retreated the most in 
the session following a report on the potential costs that could surface as a result of the typhoons in Japan. The 
DAX Index rallied over the course of the session, finishing up 0.32%, led by Industrials (+0.87%) whilst Utilities and 
Financials declined the most, finishing down 0.66% and 0.39% respectively. 

Foreign exchange |  AUDUSD 0.6761 (+0.35%)  |  DXY 98.0200 (-0.28%)  |  EURUSD 1.1074 (+0.35%) 

 The greenback slumped overnight after US September retail sales data missed estimates, however havens 
rebounded in the later part of the session after Brexit fears increased.   

 Cable swung around overnight after conflicting report on the possibility of a Brexit deal. The pound dropped to 
1.2759 before rebounding to end the session up 38 pips at 1.2825.  

 The euro rose 42 pips from close yesterday after a report that lawmakers from Chancellor Angela Merkel’s 
Christian Democrat-led group were considering fiscal stimulus should German growth take a hit. It closed at 
1.1074.   

 The Aussie rose 22pips after close, ending at 0.6760, as the dollar weakened. 
Commodities | Gold 1,493.80 (+0.69%)  |  WTI 53.31 (+0.95%)  |  Copper 2.64 (+0.38%) 

 Crude climbed for the first time in three days after President Trump provided some positive signals for the trade 
war with China. Futures rose 1% in NY. A weaker dollar spurred demand for riskier assets including commodities 
such as oil. Earlier, the IEA warned that OPEC faces a “serious challenge” if it wants to defend oil prices next year 
as fuel-demand growth may slow while rival crude producers expand output.. 

 Gold advanced as an unexpected decline in U.S. retail sales fuelled economic worries, bolstering the case for a 
third straight cut to U.S. interest rates. Palladium prices (+2.3%) and holdings in exchange-traded funds backed by 
platinum both rose to fresh records. Copper (-0.7%) fell on the weak sales print as zinc also declined, while lead 
and tin advanced and aluminium was unchanged. 

 Soybean futures (-0.6%) held losses and corn (-0.4%) fell amid uncertainty over the size of China’s purchases of 
U.S. farm products as the two nations attempt to seal a trade deal. Dry weather in Brazil is limiting losses for 
soybeans as seeding may be delayed in the east-central region. There is also concern about U.S. weather for corn 
and soy crops, with more rain expected in parts of the Midwest that could delay harvesting.   

 
 

 
 

 
CORPORATE 

 

 ARB.AX ARB Corp Ltd Annual Shareholders Meeting 

 AZJ.AX Aurizon Holdings Ltd Annual Shareholders Meeting 

 BHP.AX Q1 2020 BHP Group PLC Operational Review 

 BOQ.AX Full Year 2019 Bank of Queensland Ltd Earnings Release 

 ING.AX Inghams Group Ltd Annual Shareholders Meeting 

 NST.AX Q1 2020 Northern Star Resources Ltd Activities Report 

 NST.AX Q1 2020 Northern Star Resources Ltd Activities Report Presentation 

 PPT.AX Perpetual Ltd Annual Shareholders Meeting 

 S32.AX Q1 2020 South32 Ltd Activities Report 

 SDF.AX Steadfast Group Ltd Annual Shareholders Meeting 

 STO.AX Q3 2019 Santos Ltd Activities Report 

 WHC.AX Whitehaven Coal Ltd Annual Shareholders Meeting 

 WPL.AX Q3 2019 Woodside Petroleum Ltd Operating Results 
 

ECONOMICS 
 

 11:30 AU Employment Change 

 11:30 AU Unemployment Rate 
 

 

Overnight Summary  



 

 
 

-- Equities --  Last     Chg     %chg  

Dow                27,002     -23     -0.1%  

S&P500              2,990     -6     -0.2%  

Nasdaq             8,124     -25     -0.3%  

Euro Stoxx  3,599     +1     +0.0%  

Shanghai Comp.  2,979     -12     -0.4%  

Nikkei  22,473     +266     +1.2%  

….SPI (Aust)      6,704     -14     -0.2%  

-- FX --        Last     Chg       %chg  

$A / $US   0.6759     +0.0006     +0.1%  

Yen / $US     108.74     -0.02     -0.0%  

Euro / $US  1.1073     +0.0001     +0.0%  

$A / GBP  0.5268     -0.0014     -0.3%  

A$ TWI  58.80     -0.300     -0.5%  

USDCNH  7.10     0.000     -0.0%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         78.4     0.4     +0.5%  

Copper             261.9     -2.0     -0.8%  

Nickel                770.9     20.2     +2.7%  

Coking Coal  151.1     1.3     +0.9%  

Thermal Coal  67.3     0.4     +0.6%  

Iron Ore  83.0     -0.2     -0.2%  

Gold  1494.00     +10.50     +0.7%  

Oil…WTI  53.36     +0.55     +1.0%  

Oil..Brent  59.06     +0.36     +0.6%  

Zinc  2438.00     +18.00     +0.7%  

Gas              2.29     -0.05     -2.0%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,623     -19.6     -1.2%  

Rio Plc  3,952     -67.0     -1.7%  

Clydesdale Plc  137     2.6      +1.9%  
South 32 - 
London  131     -1.3     -1.0%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      48.17      -0.50     -1.0%  

RIO - adr      50.52     -0.86     -1.7%  

Janus Henderson  22.05     0.1      +0.6%  

Resmed         131.16      +0.71     +0.5%  

NWS A  13.66     +0.24       +1.8%  

James Hardie  17.15     +0.04       +0.2%  

Bonds  Last     Chg     %chg  

US 10 Year  1.74     -0.03        

Aus 10 Year  1.05     +0.04        

Volatility  Last     Chg     %chg  

VIX  13.68      +0.14     +1.0%  

Source: Bloomberg  
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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 
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 
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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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