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The Overview 13 August 2019  

 

US Economics Flash- CPI Preview – Solid core CPI unlikely to change 
Fed easing (Veronica Clark 12 Aug 2019) 
 

    

 We expect another solid 0.24%MoM increase in core CPI in July following an unexpectedly-strong 0.29% increase in June. Our 

forecast is based on a moderate increase in underlying components of inflation such as owners’ equivalent rent and some 

continued upside from stronger transitory factors.  

 

 While another solid increase in core CPI would reaffirm that some of the weakness in inflation has been transitory and continues to 

rebound, a reading in line with our forecast would not significantly alter our or market expectations for more Fed easing in 

September. Our expectation remains for another 25bp cut in September, with risks tilted towards further or larger cuts if weakness 

in manufacturing and trade concerns start to feed through to a more broad-based weakening in US data. 

 

 With close to another three full-25bp cuts priced for the Fed this year based on a continuing escalation of global trade and growth 

risks, we do not expect that either an upside or downside surprise in the July CPI reading will elicit a significant market reaction. 

However, as transitory factors fade and favorable base effects imply core PCE inflation rising closer to 2% by the start of 2020, this 

should signal that the underlying trend in inflation has not weakened to the point of requiring additional monetary policy 

accommodation from the Fed.  

 

 Following an unexpectedly-strong 0.29% increase in June, we expect another solid 0.24%MoM increase in core CPI in July, with 

the year-on-year reading remaining at 2.1% but with risks that it increases to 2.2%. This expectation is based on moderate 

increases in underlying components of inflation such as owners’ equivalent rent and some continued upside from some transitory 

factors like used car prices.  

 

 While another solid increase in core CPI would continue to signal that some of the recent weakness in inflation has been due to 

transitory factors that should reverse, we do not expect that markets will be particularly reactive to either an upside or downside 

surprise in CPI this month. A solid 0.24% increase in core CPI as we expect coupled with weak medical service prices in PPI 

would be consistent with a modest increase in core PCE that would likely keep the year-on-year reading around 1.6% in July. 

  

 Our expectation is that the Fed will cut rates by another 25bp in September as downside risks from global growth and trade 

continue to escalate. We also see risks are tilted towards further or larger rate cuts, especially if US data weaken further as a 

result of rising uncertainty. Our base case, however, is that overall still-solid US domestic data will support only a moderate 

amount of insurance cuts this year. In this scenario, fading transitory weakness in inflation and more favorable base effects that 

should push core PCE closer to 2% in early 2020 will more-clearly signal that the underlying trend of inflation has not weakened to 

the point of requiring further monetary policy accommodation from the Fed.  

 

 

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/sAkyfWPcYGITX6ndyilKIqeihSfMDIZQVYPgrd7bHIc4JmA%2FDxkin5DG15OHQKx%2FddqUCEfCoTM%3D


 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOMOQ $2,040,379 Citi Sells XJOMOQ 409,366 Citi Sells 

REAKOS $433,071 Citi Buys RIOWOA 125,000 Citi Sells 

CSLKOP $249,984 Citi Sells AMPJOC 100,000 Citi Sells 

MQGBOB $235,993 Citi Sells SGRJOY 100,000 Citi Buys 

CBAKOQ $190,308 Citi Sells RIOWOB 100,000 Citi Sells 

Stopped Out Warrants 

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

ANNKOP 30.7070 27.65 $3.08 12/08/2019 14/09/2019 

JBHKOU 34.1540 30.78 $3.15 12/08/2019 14/09/2019 

REAKCS 115.5250 104.06 $11.29 12/08/2019 14/09/2019 

FXYKOA 68.9509 71 $2.88 12/08/2019 14/09/2019 

      

      

      
 

Headlines & Highlights 

 

 Argentina’s peso and equities sank after a shock election result in which populist opposition candidate Alberto 
Fernández won more than 47% of the vote in Sunday’s primary election, compared to President Mauricio Macri, who 
received less than 33% of the vote.  

 Hong Kong’s airport is expected to reopen today after airport authorities cancelled all remaining flights yesterday 
following a swarm of protesters in the main terminal building for a fourth day, in what was the biggest disruption yet to 
the city’s economy since the demonstrations began in June.  

 The Italian Senate will decide today on the date of a confidence vote in the government, meaning that Deputy Premier 
Matteo Salvini will most likely have to wait a week to progress with his power grab. It has also been reported that 
Prime Minister Giuseppe Conte will likely be invited to address the Senate on August 20, signalling that is when his 
future will be decided. 
 

Overnight  

 
Equities | S&P500 2,882.70 (-1.23%)  |  Stoxx600 370.41 (-0.31%)  |  FTSE100 7,226.72 (-0.37%) 

 US: US Stocks fell overnight as political unrest in Argentina and Hong Kong stir investors already looking at global 
risks. The S&P fell -1.23% overnight to 2882.70 with all sectors facing loses. Financials (-1.92%) and Materials (-
1.57%) were the greatest downward movers with financial companies under pressure as they are unlikely to win 
revival of a lawsuit challenging Congress’ reduction of Federal Reserve dividends to fund a highway bill putting 
JPMorgan (JPM -1.9%) and its Fed bank peers under pressure with $6.9b at stake.    

 EU: European equities also fell overnight with the Stoxx600 dropping -0.31% to 370.41 with Financials (-1.02%) 
also facing pressure as global risks loom. The FTSE was down -0.37% on the day with Financials (-1.47%) and 
Real Estate (-1.48%) following the motif as the sectors most effected. HSBC (HSBA LN -1.77%) net income could 
be under pressure in 2H as Hong Kong’s political unrest and US-China Trade war may drag loan growth in the city 
however the increasing interbank rate (2.18% vs 1.33% Q1) due to high liquidity may offset gradually rising funding 
costs. The DAX was down -0.12% with Healthcare (-1.01%) leading the retraction. Bayer (BAYN GY -1.35%) 
shares fell as they acquire BlueRock Therapeutics for a total EV of $1b broken down into 2 cash payments 
expected to close in Q3 of this year. 

Foreign exchange |  AUDUSD 0.6751 (-0.47%)  |  DXY 97.4150 (-0.12%)  |  EURUSD 1.1215 (+0.12%) 

 The yen rose for a fourth day as trade concerns, tensions in Hong Kong and political upheaval in Argentina and 
Italy sent 10-year Treasury yields lower. The yen was up broadly against its G10 peers, while the dollar was mixed, 



 

with the DXY down -0.12%; USD/CHF fell to the lowest since September 2018 

 USD/JPY was down 0.3% to ~105.33; the pair fell as much as 0.6% to 105.05, the lowest since 104.87 reached 
Jan. 3.  

 Cable fell to a 1.2015 fresh cycle low during Asia hours yet rebounded after the report that some U.K. lawmakers 
are drawing up plans to force Johnson to request a last-minute Brexit extension. 

 EUR/USD was +0.1% to ~1.1215; pair reversed an earlier 0.3% loss to 1.1162, a one-week low. Earlier drop was 
slowed by strong bids near 1.1170; August liquidity may have exacerbated some moves. Italy Deputy Prime 
Minister Luigi Di Maio said that his party, the Five Star Movement, will support the government headed by Prime 
Minister Giuseppe Conte in a confidence vote in Parliament; Senate leaders failed to agree on a date for the vote, 
pushing back a decision until Tuesday. 

 AUD/USD declined 0.47% to 0.6751 overnight. 
Commodities | Gold 1,522.90 (+0.95%)  |  WTI 54.79 (+0.53%)  |  Copper 2.61 (-0.74%) 

 Oil extended its advance as the world’s biggest exporter opened its books to investors amid a deepening US-China 
trade war that has imperilled global energy demand, with American orders for gasoline from European refiners 
waning. Futures settled 0.8% higher in New York for Monday’s close. Saudi’s state-owned oil exporter curbed 
capital spending by 12% in the past year, a potential harbinger of tightening supplies. Money managers increased 
their net bets on WTI by 5.4%, CFTC data for last week shows.  

 Gold resumed its rally above $1,500 an ounce to start the week higher as trade tensions escalate and continuing 
demonstrations in Hong Kong. Nickel (+1.0%) rebounded after an Indonesian minister said the largest producer of 
the mined metal will expedite a planned ban on exports of mineral ores. The metal reversed a 3.4% slump earlier, 
as the metal swung between gains and losses. LME zinc also rose, while copper, aluminium, tin and lead fell. Iron 
ore extended a rout with futures in Singapore falling below $90 a ton.  

 Corn (-6.0%), wheat (-5.0%) and soybeans (-1.4%) all fell overnight, with corn plunging towards the exchange limit. 
August’s report on corn crop was bearish, with the USDA predicting bigger acreage and yields than estimated by 
analysts. The agency’s outlook for corn exports was cut along with grain’s use in ethanol, adding to concerns that a 
glut will follow... 
 

 
 

 
CORPORATE 

 CGF.AX Full Year 2019 Challenger Ltd Earnings Release 

 MFG.AX Full Year 2019 Magellan Financial Group Ltd Earnings Release 
 

ECONOMICS 
 

 11:30 AU NAB Business Conditions 

 11:30 AU NAB Business Confidence 

 22:30 US CPI MoM 

 22:30 US CPI Ex Food and Energy MoM 

 22:30 US CPI YoY 
 

 

Overnight Summary  

 
 

-- Equities --  Last     Chg     %chg  

Dow                25,898     -390     -1.5%  

S&P500              2,883     -36     -1.2%  

Nasdaq             7,863     -96     -1.2%  

Euro Stoxx  3,327     -7     -0.2%  
Shanghai 
Comp.  2,815     +40     +1.5%  

Nikkei  20,685     +91     +0.4%  

….SPI (Aust)      6,480     -52     -0.8%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         80.3     0.0     -0.1%  

Copper             260.5     -0.6     -0.2%  

Nickel                712.6     7.3     +1.0%  

Coking Coal  157.7     0.0     +0.0%  

Thermal Coal  69.6     -0.2     -0.3%  

Iron Ore  87.2     -0.9     -1.1%  

Gold  1522.30     +13.80     +0.9%  



 

Oil…WTI  54.93     +0.43     +0.8%  

Oil..Brent  58.37     -0.13     -0.2%  

Zinc  2278.00     +44.00     +2.0%  

Gas              2.11     +0.00     -0.5%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,797     -4.6     -0.3%  

Rio Plc  4,041     -15.5     -0.4%  

Clydesdale Plc  146     -8.5      -5.5%  
South 32 - 
London  156     -5.1     -3.2%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      49.54      -0.42     -0.8%  

RIO - adr      48.80     +0.02     +0.0%  
Janus 
Henderson  18.45     -0.4      -2.1%  

Resmed         131.61      +0.21     +0.2%  

NWS A  14.03     +0.33       +2.4%  

James Hardie  14.98     +0.11       +0.7%  

Bonds  Last     Chg     %chg  

US 10 Year  1.65     -0.10        

Aus 10 Year  0.92     -0.00        

Volatility  Last     Chg     %chg  

VIX  21.09      +3.12     +17.4%  

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 
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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 
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.  

Copyright © 2015 Citigroup Inc. and/or its affiliates. All rights reserved. CITI, CITI and Arc Design, CITIBANK and CITIGROUP are trademarks and service marks of Citigroup Inc. 
and/or its affiliates and are used and registered throughout the world. 

 


