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The Overview 16 July 2019  

 

US Economics Weekly: Yes, the Fed will cut in July – but then what? 
(Andrew Hollenhorst 12 July 2019) 
 

    

 Week in review 

Chair Powell strongly signaled a rate cut is coming and we dropped our out-of-consensus call for no cut in July. We now see a 

25bp cut in July, together with an early-end to balance sheet reduction, as the most likely policy outcome. Recently stronger data 

and many Fed officials on-the-fence regarding the need for more accommodation make a 50bp cut less likely. The dovish Fed 

sent front-end Treasury yields lower and the S&P 500 to a new high of 3000. Core CPI inflation rebounded a strong 0.294%MoM 

reflecting some transitory boost but also a close-to-target underlying pace.  

 

 Following the July cut we expect one additional 25bp cut, most likely in September. Base-effects returning core PCE inflation close 

to 2% should help keep rates on hold in 2020.  

 

 What we learned from a deep dive into the published views of Christopher Waller and Judy Shelton, the presumptive nominees for 

the Federal Reserve Board of Governors. 

 

 Next week 

A modest retail sales number should keep our expectation of only a 25bp cut in July as the most plausible scenario. Fed speakers 

will have their last opportunity to shift market expectations about a July rate cut (about 30bp priced) before the “blackout period”.  

 

 

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 

AMPJOB $631,500 Citi Sells AMPJOB 1,695,000 Citi Sells 

XJOKOI $537,551 Citi Sells AMPJOA 560,000 Citi Sells 

AMPJOA $478,800 Citi Sells AMPKOD 329,000 Citi Sells 

XJOMOQ $296,328 Citi Buys AMPKOP 310,000 Intraday 

APTKOS $249,997 Citi Sells AMPKOE 216,000 Citi Sells 

Stopped Out Warrants 

 

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/Fp04K%2Be3PG3DGv9MqQTBbqIox0%2FwMyuSXqo4tkjj6jJoIx7s8rECVAgCtLiAd0g6zZuEfPFm2iQ%3D


 

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

NDXKCU 8382.4994 7979 $5.73 15/07/2019 17/07/2019 

ALQKCC 6.2860 7.21 $0.915 15/07/2019 17/07/2019 

AMPJOY 1.6410 1.8 $0.14 15/07/2019 17/07/2019 

AMPKOC 1.7580 1.93 $0.165 15/07/2019 17/07/2019 

OREJOB 2.2270 2.67 $0.425 15/07/2019 17/07/2019 

ORIKOA 18.2610 20.04 $1.785 15/07/2019 17/07/2019 

WEBKCG 11.9220 13.07 $1.14 15/07/2019 17/07/2019 

      

      
 

Headlines & Highlights 

 

 The Chinese Foreign Ministry warned that US firms tied to a potential $2b arms sale with Taiwan would be sanctioned 
if the deal goes ahead. The People’s Daily newspaper identified some US companies that could be vulnerable to 
these sanctions, which include Honeywell and General Dynamic, and follows statements by Foreign Minister Wang Yi 
last Friday, warning that the US was “playing with fire” by approving the arms sale.   

 Facebook executive David Marcus revealed in a prepared testimony for the Senate Banking Committee that Libra will 
not launch until it gets appropriate approvals and until regulators’ concerns are fully addressed. Marcus also 
reiterated that the cryptocurrency isn’t intended to compete with countries’ national currencies, and won’t interfere 
with central banks on monetary policy. 
 

Overnight  

 
Equities | S&P500 3,014.30 (+0.02%)  |  Stoxx600 387.75 (+0.23%)  |  FTSE100 7,531.72 (+0.34%) 

 US: US stocks ended slightly higher on Monday as investors saw results from Citigroup kicking off the unofficial 
start of earnings season for the second quarter. The S&P500 was up by less than 0.1% to 3,014 marking another 
record close. The Dow Jones Index rose 0.1% to end near 27,359. Shares of Citigroup Inc (C) were lower by 0.1% 
even after it reported second quarter profits rose 4.8%, beating analysts’ expectations. Investors also monitored a 
weak gross domestic product reading in China, with growth falling to its slowest pace since 1992. In other news, 
shares of Symantec Corp (SYMC) tumbled 10.7% after reports that it has ceased negotiations to acquire 
Broadcom Inc. Additionally, shares of Anheuser-Busch InBev SA were in focus after the seller of Budweiser called 
off what would have been the largest initial public offering of the year, saying it wouldn’t proceed with the nearly 
$10bio listing of its Asian business.  

 EU: European markets nudged higher on Monday as investors shrugged off news that China’s GDP growth has 
fallen to a 27y low. The Stoxx600 closed up 0.23% and the CAC fell 0.1% paring earlier gains from better than 
expected China data. The German ministry warned of a weak economic trend in the second quarter of its monthly 
report which caused the DAX to lose some ground but was still trading up 0.2%. Mining giant Antofagasta (ANTO) 
rose 4.9% after its joint venture in Pakistan with Barrick Gold was awarded $5.84 billion in damages. A World Bank 
tribunal ordered Pakistan to pay up after denying the company a mining lease. Sports Direct (SPD) plunged 9.4% 
after the retailer delayed its full-year results due to the complexities and uncertainty of the integration of House of 
Fraser. 

Foreign exchange |  AUDUSD 0.7039 (+0.07%)  |  DXY 96.9450 (+0.16%)  |  EURUSD 1.1258 (-0.14%) 

 The greenback gained against European currencies and the CAD in quiet trading as currencies outperformed. 

 GBPUSD also lost 57 pips from 1.2572 to 1.2515 as speculators added to a net short position in GBP and Brexit 
talks were said to be more hostile. 

 USDCAD traded in a 21pip range ending near the highs for the session at 1.3049 as WTI oil fell amid hedge-fund 
sales but residual buyers looked to buy the dip.  

 EURUSD spiked from 1.1270 up to 1.1284 before tracing and closing down 11 pips from close at 1.1258 as 
European bond yields dropped.  

 The AUDUSD notched gains closing across the session at highs of 19 pips above open at 0.7039 with the advance 
aided by short positioning and a gain in metals. 

Commodities | Gold 1,415.20 (+0.21%)  |  WTI 59.29 (-1.53%)  |  Copper 2.69 (-0.34%) 

 Oil skidded below $60 a barrel as a tropical storm which had initially caused supply constraints in the US Gulf of 
Mexico production moved inland, resurrecting production in a time where concerns lingered about demand growth. 
WTI Crude dropped 1.53% to $59.29 while Brent closed 0.84% down to $66.16.  



 

 Gold rose 0.21% to $1,415.20 after trading little changed, as a drop in Treasury yields and bets that central banks 
will lower rates outweighed signs of improvement in manufacturing. Lower Treasury yields helped boost the appeal 
of bullion, which doesn’t pay interest. The metal touched the highest intraday price in six years last month as 
investors anticipate looser monetary policy. 

 Agricultural commodities such as corn (-2.7%), soybeans (-1.2%) and wheat (-2.9%) all closed lower overnight 
after a significant rally over the last month was pared. The rally was sparked by the US expecting China to 
announce significant purchases of American agriculture products. Trump’s top economic adviser Larry Kudlow said 
this, implying that the step is necessary for trade talks between the two nations to advance... 
 

 
 

 
CORPORATE 

 

 OSH.AX Q2 2019 Oil Search Ltd Activities Report 

 RIO.AX             Q2 2019 Rio Tinto PLC Operations Review 

 

ECONOMICS 
 

 11:30 AU RBA Minutes of July Policy Meeting 

 22:30 US Retail Sales Advance MoM 

 22:30 US Retail Sales Ex Auto MoM 

 22:30 US Retail Sales Ex Auto and Gas 

 22:30 US Retail Sales Control Group 

 23:15 US Industrial Production MoM 
 

 

Overnight Summary  

 

-- Equities --  Last     Chg     %chg  

Dow                27,359     +27     +0.1%  

S&P500              3,014     +1     +0.0%  

Nasdaq             8,258     +14     +0.2%  

Euro Stoxx  3,502     +5     +0.1%  

Shanghai Comp.  2,942     +12     +0.4%  

Nikkei  21,686     +42     +0.2%  

….SPI (Aust)      6,592     -5     -0.1%  

-- FX --        Last     Chg       %chg  

$A / $US   0.7040     +0.0020     +0.3%  

Yen / $US     107.91     -0.06     -0.1%  

Euro / $US  1.1270     +0.0003     +0.0%  

$A / GBP  0.5583     +0.0041     +0.7%  

A$ TWI  60.40     0.200     +0.3%  

USDCNH  6.88     -0.001     -0.0%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         82.6     -0.3     -0.3%  

Copper              269.2     -0.9     -0.3%  

Nickel                611.0     15.4     +2.6%  

Coking Coal  186.3     -0.7     -0.4%  

Thermal Coal  74.4     -0.2     -0.3%  

Iron Ore  118.0     1.6     +1.3%  

Gold  1426.10     +6.00     +0.4%  

Oil…WTI  59.58     -0.63     -1.0%  

Oil..Brent  66.19     -0.24     -0.4%  

Zinc  2438.00     +10.00     +0.4%  

Gas              2.40     -0.01     -0.3%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  2,007     18.5     +0.9%  

Rio Plc  4,868     59.5     +1.2%  

Clydesdale Plc  204     4.7      +2.4%  

South 32 - London  174     0.1     +0.1%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      57.85      +0.62     +1.1%  



 

RIO - adr      61.51     +0.81     +1.3%  

Janus Henderson  22.84     -0.2      -0.8%  

Resmed         123.75      -0.64     -0.5%  

NWS A  13.36     +0.05       +0.4%  

James Hardie  13.42     +0.16       +1.2%  

Bonds  Last     Chg     %chg  

US 10 Year  2.09     -0.03        

Aus 10 Year  1.45     +0.02        

Volatility  Last     Chg     %chg  

VIX  12.68      +0.29     +2.3%  

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 
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 

mailto:elizabeth.tian@citi.com
mailto:carsten.jensen@citi.com
http://www.citifirst.com.au/
http://www.citifirst.com.au/


 

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. 

 


