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The Overview 9 July 2018 

 

Monday Morning Musings - The (2Q18) Burn to Earn  
(Tobias M Levkovich 6 July 2018) 
 

    

 Second quarter releases are likely to show strong profits once again. 

Tax cuts, a robust underlying economy and a continued focus on expense control should support another powerful income boost. 

Lending standards, PMI new orders, unrelenting tech demand and elevated commodity prices all should contribute to another set 

of impressive results.  

 

 Estimate revisions edged higher due to a pickup in the IT and Energy sectors. 

Weakening numbers in Consumer Staples and Discretionary areas have been more than offset even in an environment where an 

appreciating dollar would have clipped earnings forecasts slightly. The sustainability of the upside surprises may be in question as 

synchronized global recovery is becoming less certain and this generates some risk to analysts’ views. 

 

 Preannouncement trends support the notion that management teams are comfortable with the coming quarterly 

reporting season. 

The negative-to-positive ratio for 2Q18 stands at a fairly low 1.4:1 versus 1.9:1 for 2Q17 and almost flat with 1Q18’s 1.2:1, 

underlining corporate comfort with current assumptions. However, the crucial data point will be forward guidance which may be 

clouded by trade policy unpredictability.  

 

 EPS projections have moved up of late with 2018 bottom-up consensus figures now arguing for 23% gains, which seems 

optimistic, in our opinion. 

While we could be convinced that rising oil prices can push up aggregate Street outlooks, there are several industries that are 

being pained by the energy increases. For instance, cruise lines have guided down results while Transportation companies also 

have noted input cost pressures. . 

 

Link to full article below to read the report:  
 
https://ir.citi.com/p3T4e6l%2Bug9VymmqiJwBB79vmM0EVnwK42T35qWX1dBjaFoJgsSXCpZq0ePmkdV2CTGN%2FfWhK9w%3D 
 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOMOX $480,262 Citi Sells CBAWOQ 220,500 Citi Sells 

XJOKOU $434,505 Citi Sells ANZWOQ 208,700 Citi Sells 

 

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/p3T4e6l%2Bug9VymmqiJwBB79vmM0EVnwK42T35qWX1dBjaFoJgsSXCpZq0ePmkdV2CTGN%2FfWhK9w%3D


 

XJOKOR $394,989 Citi Buys BHPWOQ 200,000 Intraday 

BALJOK $252,292 Citi Sells XJOKOR 192,650 Citi Buys 

XJOMOW $166,316 Citi Buys XJOKOU 173,000 Citi Sells 

Stopped Out Warrants 

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

XJOKOR 6406.5280 6217 $1.895 6/07/2018 10/07/2018 

KDRKCE 1.4009 1.61 $0.23 6/07/2018 10/07/2018 

WBCKOS 31.2377 29.68 $1.545 6/07/2018 10/07/2018 

LYCKOB 1.7681 2.12 $0.32 6/07/2018 10/07/2018 

CBAKCT 78.5134 74.61 $3.71 6/07/2018 10/07/2018 

SHVKCC 5.7887 6.37 $0.605 6/07/2018 10/07/2018 

BALKCA 10.5103 12.6 $1.855 6/07/2018 10/07/2018 

      
 

Headlines & Highlights 

 

 Conflicting accounts of Mike Pompeo's visit to North Korea: Pyongyang dismissed via state media American demands 
as "cancerous" and "gangster-like" and said its will for denuclearization may falter. The Secretary of State brushed off 
the harsh words, insisting that Kim Jong Un hasn't backed off a commitment to give up his nuclear weapons. "I was 
there for the event, I know actually what precisely took place," Pompeo told reporters in Tokyo Sunday.  

 Asian equity futures are poised to kick off the week on an upward note. U.S. stocks rose Friday as tech share 
strength overcame global trade jitters. Treasuries climbed and the dollar retreated against every G-10 peer in the 
wake of a somewhat mixed jobs report. Oil advanced, while copper hit a one-year low. 
 

Overnight  

 
Equities | S&P500 2759.82 (+0.85%)  |  Stoxx600 382.36 (+0.20%)  |  FTSE 7617.70 (+0.19%) 

 US equities rallied on Friday night after jobs figures beat expectations, with NASDAQ jumping 1.34% and the 
S&P500 gaining 0.85%. In the latter all sectors finished the session in the green, led by Health Care (+1.45%), 
Information Technology (+1.24%), and Consumer Discretionary (+0.77%). Individual stocks in the spotlight 
included Biogen, which jumped 19.63% after announcing strong results from a Phase 2 trial of an Alzheimer’s 
treatment, whilst CBOE Global Markets came in last, down 2.09%. 

 UK equities also rallied during Friday’s session with the FTSE100 up 0.19%. 3 sectors finished in the red, with 
Financials the worst performer down 0.23%, whilst Telecommunications (+1.30%) and Utilities (+0.87%) were the 
best performing sectors. In individual stocks ITV came in first, this being one of the main networks broadcasting the 
World Cup in the UK, whilst Associated British Foods was the biggest laggard, dropping 4.30% over the session. 

Foreign exchange |  AUDUSD 0.7434 (+0.35%)  |  DXY 93.9630 (-0.26%)  |  EURUSD 1.1743 (+0.21%) 

 The pound was the star on the close last week and its upward stride continues this morning in Asia. Sterling has 
jumped a big figure to a high of 1.3325 on the back of news that PM May has managed to align her cabinet and 
agree on close trade ties with the EU. 

 Weaker than expected wage data  saw the USD trade down against majors Friday. The DXY fell 0.40%, the 
AUDUSD spiked 30 pips to 0.7444 and has traded mostly flat into Asia. The EURUSD jumped 50 pips to a high of  
1.1767 thanks to weaker U.S. wages and strong German Industrial Production numbers, the pair closed at 1.1743 
and is since unchanged.  

 Stronger than expected Canadian jobs data is set to support the expected BoC’s tightening later in the week; the 
USDCAD slid 60 pips to a monthly low of 1.3077. 

 As of 6pm the prior day to the time of writing. 
Commodities | Gold 1255.80 (-0.24%)  |  Oil (WTI) 73.80 (+1.18%)  |  Copper 281.30 (-0.04%) 

 Energy – WTI advanced on Friday as looming supply deficits overshadowed an escalating trade war. Brent 
dropped for a second day. The IEA is due to publish its monthly market report Thursday, and China puts out 
energy trade data for June on Friday.  

 Metals – Copper prices may see another short-term skid on trade worries, but by year-end, tighter supplies should 
help prices rebound, ABN Amro's Casper Burgering said. The metal sank another 1% Friday, reaching a loss of 
more than $1,000 a metric ton since touching a four-year high on June 7.  

 Agriculture – China lowered commitments to buy 366,000 metric tons of U.S. soybeans in the season that ends 



 

Aug. 31 and cut purchases by 66,000 tons for the following year. While sales have slowed in China, American 
soybeans got so cheap that other countries have started to increase imports. Futures posted a record rally on 
Friday. 
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Overnight Summary  

 

Australian Indices Last Change 
% 

Change 
Past 

Month 

ASX 200 6,272 57 0.91% 3.76% 

SPI 6,250 26 0.42% 4.31% 

  
   

  

Major World Indices Last Change 
% 

Change 
Past 

Month 

Dow 24,456 100 0.41% -3.40% 

S&P500 2,760 23 0.85% -0.69% 

Nasdaq 7,688 102 1.34% 0.56% 

  
   

  

UK 7,618 14 0.19% -0.83% 

Germany 12,496 32 0.26% -2.12% 

  
   

  

Nikkei 21,788 241 1.12% -3.99% 

Hong Kong 28,316 134 0.47% -8.54% 

Shanghai Comp 2,747 13 0.49% -10.43% 

  
   

  

Currencies Last Change 
% 

Change 
Past 

Month 

$A / $US 0.7434 0.0048 0.65% -2.20% 

$A / GBP 0.55799 -0.0002 -0.04% -1.65% 

$A / Euro 0.633 -0.0006 -0.09% -2.00% 

DXY (USD Basket) 93.963 -0.432 -0.46% 0.37% 

A$ TWI  62.8 0.3 0.48% -0.48% 

$US / Yen 110.44 -0.21 -0.19% -0.80% 

  
   

  

Metals (LME) / Energy Last Change 
% 

Change 
Past 

Month 

Gold - spot 1,255.20 -2.67 -0.21% -3.18 

Oil - WTI 73.80 0.86 1.18% 14.01 

  
   

  

Metals (LME-3mnth official) 
   Aluminium 94.35 0.00 0.00% -11.30% 

Copper 284.95 -2.86 -0.99% -12.99% 

Nickel 632.54 -11.34 -1.76% -10.81% 

Coking Coal 195.80 0.00 0.00% -1.06% 

Thml Coal (Newcastle) 116.10 -0.50 -0.43% 2.93% 

Iron Ore-Qingdao 62.62 -0.21 -0.33% -3.56% 

SHFE Steel Rebar 3750.00 -20.00 -0.53% -1.34% 

  
   

  



 

Dual Listed Co's Last 
 % 

Change A$ equiv Spread 

BHP Billiton plc 1,664 0.31% 29.82 11.15% 

Rio plc 4,071 0.83% 72.96 9.32% 

HendersonGrp plc 31.16 0.48% 41.92 0.10% 

BHP ADR 49.58 1.83% 33.35 0.61% 

  
   

  

  
   

  

Cash Rates Futures Next Next + 1   

Australia 1.50 2.00 2.01   

US 2.00 1.95 2.18   

Euro 0.00 -0.29 -0.13   
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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 
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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. 

 


