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The Overview 19 September 2018 ** XJO SPI rolled to December contract last night ** 

 
China Economics Flash - Another Step to Full-Scale Trade War  
(Li-Gang Liu 18Sept 2018) 
 

    

 USTR finalizes the list of $200bn worth of Chinese goods subject to additional tariffs 

The tariffs will be effective starting 24 Sep, and will initially be 10% and then increase to 25% from 1 Jan 2019. The move is largely 

consistent with the claims USTR made earlier. In our view, the incremental implementation of the new tariffs is both to contain the 

harmful impact on the US economy such as inflation risks and supply chain disruptions and to leave some room for further 

negotiation with China. According to USTR, the final list covers 5,745 full or partial lines of the original 603 tariff lines. Included 

among the removed products are certain consumer electronics products (smart watches, Bluetooth devices, etc.), chemical inputs 

for manufactured goods, textiles and agriculture, health and safety products (bicycle helmets, etc.) and child safety furniture (car 

seats, playpens, etc.).  

 We estimate the first 10% (and the incremental 15%) tariffs on the $200bn would reduce China’s exports by 1.8% (and 

2.7%) and drag down China’s GDP growth by 33bps (and 50bps) 

While the impact of the first 10% will gradually show in Q4’s data, the full impact of the 25% on $200bn, together -4.5% on exports 

and -0.83% on GDP, will be felt next year. And this is in addition to the estimated impact of -1.1% on exports and -0.21% on GDP 

of the previous 25% on $50bn. The new move could remove another 3.5mn jobs in China, vs ~11mn jobs created each year. It 

won’t be costless to the US either: Given its massive imports of consumer goods from China, the tariffs will be inflationary, 

especially in the holiday season. US MNC’s profitability using China as an export platform would be affected as well. 

 The trade war may spur the migration of low-end manufacturing out of China but probably not in an abrupt way 

It is a reality that China is losing its competitive edge in labor-intensive and low-value-added sectors. And the trade war is a 

wakeup call. However, shifting the supply chains is not feasible in real time. At least for now, there is no macro-level evidence for 

manufacturers leaving China to avoid the trade war yet. China will continue to promote advanced manufacturing, and, if anything, 

the trade war will only prompt more of such efforts. It may do more but say less about “Made in China 2025.” 

 The trade war may get worse before it gets better 

In response, we expect China to let the pre-announced tariffs ranging from 5% to 25% on $60bn in US products go effective 

probably very soon. As President Trump indicated, China’s retaliatory action may then trigger phase three, which is tariffs on 

$267bn of additional imports. A full-blown trade war looms closer now. The risk and the sluggish domestic demand may exert 

depreciation pressure on the RMB, which may partly offset the tariff impact. Both central and local gov’ts may roll out more 

targeted measures to support exporting sectors as the MoF’s tax rebates for exporters and Guangdong’s policies to lower 

manufacturing costs announced earlier. We believe China’s best policy option is to accelerate domestic reforms and grow out of 
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the tariff war. 

 

Link to full article to read the report:  
 
 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

VHYBOM $397,983 Citi Sells ANZWOQ 400,000 Intraday 

XJOLOW $245,700 Citi Buys CSRIOM 204,411 Citi Sells 

XJOMOQ $231,365 Citi Buys BHPWOQ 200,000 Intraday 

CSRIOM $228,733 Citi Sells CBAWOB 124,157 Citi Buys 

XJOKCF $133,600 Citi Sells CBAWOQ 103,800 Citi Sells 

Stopped Out Warrants 

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

APTKCN 14.15113 15.55 $1.395 18/09/2018 20/09/2018 

BKLKCF 125.6131 137.82 $11.56 18/09/2018 20/09/2018 

CSRKOE 3.435005 3.77 $0.33 18/09/2018 20/09/2018 

NI2KOW 24746.4199 23550 TBC 18/09/2018 20/09/2018 

      
 

Headlines & Highlights 

 

 China hit back – Beijing imposed tariffs of up to 10% on $60 billion of American goods, effective Sept. 24, in 
retribution for the newest US levies. Trump tweeted that the Chinese government is trying to influence US elections 
by attacking farmers and workers "because of their loyalty to me," and warned of "great and fast economic 
retaliation." Beijing also updated its WTO challenge to Trump's duties.  

 US equities shrugged off the intensifying US-China trade war, with the S&P 500 posting its biggest intraday gain in 
three weeks with Tech stocks leading the way. Treasuries fell, pushing 10-year yields above 3% whilst the dollar was 
mixed. 

 Oil jumped more than 1%, while gold retreated. Asian stock futures are pointing toward a strong opening. 
 

Overnight  

 
Equities | S&P500 2904.31 (+0.54%)  |  Stoxx600 378.73 (+0.11%)  |  FTSE 7300.23 (-0.03%) 

 US equities rallied overnight, despite the continuing escalation of the tit-for-tat trade war between the US and 
China. The S&P500 rallied 0.54%, with Consumer Discretionary (+1.27%) the strongest sector, whilst Real Estate 
(-0.59%) came in last. Regarding individual stocks cannabis names were the standouts, with Tilray up 4.52% and 
Aurora Cannabis up 10.42%. This came on news the US Drug Enforcement Administration will approve importation 
of a marijuana product that will be tested in treating neurological issues. 

 UK equities sold off during the overnight session, with the FTSE100 closing down 0.03%. Here Materials (+1.03%) 
was the strongest sector, whilst Consumer Staples (-0.87%) came in last place. The largest movers in individual 
names included Glencore (+2.78%), despite news the head of its ferroalloys trading business will retire. NMC 
Health dropped 3.10% to be the biggest laggard with ITV (-3.01%) another weak name. 

Foreign exchange |  AUDUSD 0.7217 (-2.51%)  |  DXY 94.6180 (-0.40%)  |  EURUSD 1.1670 (+0.21%) 

 Risk is bid as markets seem to brush off the trade war escalation of yesterday 

 USD is weaker versus the majority of G10 and EM peers, though interestingly the greenback is trading 45 pips 
stronger against yen with USDJPY reaching a top of 112.38 overnight 

 G10 gains were led by CAD, trading 60 pips stronger against the dollar with USDCAD reaching a 1.2976 low. 

 As of 6pm the prior day to the time of writing. 

https://ir.citi.com/liAATKp1zqLo2Ijd273sXhE5%2BsYTyVqYlUMMe9xrd%2B3pv8HIwJ4cm%2BlEk92guX07Nb0M9YroOWI%3D


 

Commodities | Gold 1202.70 (-0.26%)  |  Oil (WTI) 69.76 (+1.23%)  |  Copper 271.25 (+3.00%) 

 Energy – Russia's crude output should continue rising for the next three years but will only climb further if its tax 
system is changed. The nation could pump about 11.23mio barrels a day later this year, before rising to almost 
11.45 million in 2021. 

 Metals – The Bloomberg Commodity Index snapped a three-day losing streak as energy materials and most base 
metals advanced. Copper rebounded on speculation that demand will continue to grow, shrugging off trade 
tensions. The Bloomberg Commodity Index snapped a three-day losing streak as energy materials and most base 
metals advanced. Copper rebounded on speculation that demand will continue to grow, shrugging off trade 
tensions. 

 Agriculture – India is considering a proposal to provide 45 billion rupees ($617 million) in assistance to sugar mills 
to boost exports and cut domestic surplus next year. That's more than double the export aid in the current season. 
The proposal is likely to be considered by the cabinet on Wednesday. 
 

 
 

 
 
CORPORATE 

• WEB – Webjet Limited – Ex Dividend 

 

ECONOMICS 

• 21:00 US MBA Mortgage Applications (Sep 14) (-1.8% prev) 

• 22:30 US Current Account Balance (2Q) (-$103.4b exp, -$124.1b prev) 

• 22:30 US Housing Starts (Aug) (1238k exp, 1168k prev) 

• 22:30 US Housing Starts MoM (Aug) (5.7% exp, 0.9% prev) 

• 22:30 US Building Permits (Aug) (1310k exp, 1303k prev) 

• 22:30 US Building Permits MoM (Aug) (0.5% exp, 0.9% prev) 

 

 
  

Overnight Summary  

 

-- Equities -- Last   Chg   %chg 

Dow                26,247   +185   +0.7% 

S&P500              2,904   +16 

 
+0.5% 

Nasdaq             7,956   +60   +0.8% 

Euro Stoxx 3,358   +12   +0.4% 

Shanghai Comp. 2,700   +48   +1.8% 

Nikkei 23,421   +326   +1.4% 

….SPI (Aust)      6,189   +26   +0.4% 

-- FX --        Last   Chg      %chg 

$A / $US   0.7218   +0.0036   +0.5% 

Yen / $US     112.36   +0.00   +0.0% 

Euro / $US 1.1668   +0.0001   +0.0% 

$A / GBP 0.5492   +0.0035   +0.6% 

A$ TWI 62.00   0.300   +0.5% 

USDCNH 6.86   0.000   +0.0% 

-- Cmdty --   Last   Chg     %chg 

Aluminium         92.3   0.1   +0.1% 

Copper             276.1   6.4   +2.4% 

Nickel                562.5   7.3   +1.3% 

Coking Coal 200.0   -1.0   -0.5% 

Thermal Coal 114.2   -0.4   -0.4% 

Iron Ore 69.2   0.3   +0.4% 

Gold  1202.70   -3.10   -0.3% 

Oil…WTI 69.85   +0.94    +1.4% 

Oil..Brent 78.83   +0.78   +1.0% 

Zinc 2349.00   +29.00   +1.3% 

Gas              2.93   +0.11   +4.0% 

-- DLCs --    Last      Chg    %chg 

BHP Billiton Plc  1,550   16.6   +1.1% 

Rio Plc 3,616   10.5   +0.3% 



 

Clydesdale Plc 329   -4.6     -1.4% 
South 32 - 
London 211   2.2   +1.1% 

-- US listeds -- Last   Chg   %chg 

BHP - adr      46.19     +0.98   +2.1% 

RIO - adr      48.34   +0.81    +1.7% 

Janus Henderson 27.54   0.1     +0.5% 

Resmed         113.43     +0.67   +0.6% 

NWS A 12.42    +0.15      +1.2% 

James Hardie 15.25    -0.04      -0.3% 

Bonds Last   Chg   %chg 

US 10 Year 3.06   +0.07     

Aus 10 Year 2.66   +0.04     

Volatility Last   Chg   %chg 

VIX 12.79     -0.89   -6.5% 

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 
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 
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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 
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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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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 
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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, 
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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 
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 
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