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The Overview 16 May 2018 

 

Australia Economics Flash: May RBA Minutes outshone by Deputy 
Governor’s speech (Josh Williamson 15 May 2018) 
 

    

 Little new information came from the May RBA Board Minutes. 

 

 Instead the Minutes mostly repeated the findings and outlook of the RBA’s Statement on Monetary Policy (SMP) that was released 

on May 4. For our take on the SMP please see RBA SMP Review. For the time poor we’d highlight the following: 

 

 Firstly, that “members agreed that it was more likely that the next move in the cash rate would be up, rather than down” 

in case there was any question mark about the direction of the next move. 

 Secondly, “for the Reserve Bank to be a source of stability and confidence” while inflation was returning gradually to the 

midpoint of the target range. These comments reinforce our view that it will be some time before the first interest rate 

hike (Q1 2019 is our central case). Furthermore, in our opinion subsequent cash rate increases will be measured, 

dependent on the pace of CPI and wages.  

 

 Prior to the release of the Minutes, Deputy Governor Guy Debelle spoke on The Outlook for the Australian Economy 

 

 While his speech was also largely focused on summarising the main points from the quarterly SMP, it contained a few interesting 

points investors should be aware of: 

 

 Firstly, the two and a half year time horizon shown in the table of forecasts contained in every SMP is chosen because 

this is the time period relevant for the Board’s monetary policy deliberations. Note that the current table of forecasts 

extends to June 2020 and only shows underlying inflation moving above the bottom of the target band to 2¼% by June 

2020. In our opinion, the move of just 30bps from the current underlying CPI print of 1.95% to the 2¼% forecast 

reinforces our view that policy tightening will be slow and delicately handled over this period. 

 

 Secondly, Guy Debelle doesn’t believe that the risk of a further tightening in mortgage lending standards in the future will 

significantly impact the number of households that will be eligible for a loan. Instead, he expects any effect to be more 

likely to influence the amount of funds a household can borrow. Nevertheless, such an impact would still slow credit 

growth. In his opinion, the downstream effect is more likely to influence house prices rather than household consumption 

growth. Note that the Minutes refer to any tightening in lending standards affecting both house prices and consumption. 

We take Guy Debelle’s estimate of the relative impact between the two as being more valuable for gauging the Bank’s 

thinking. 

 

 Lastly, based on the experience of other countries, wages growth may remain lower than historical experience would 

suggest. The Bank’s liaison showed most firms expect wages growth to remain broadly stable. In the Deputy Governor’s 

opinion this argues for ongoing wage outcomes centred around 2% yearly growth and for an even lower unemployment 

rate than currently expected to generate higher wages growth in the future.  
 

 

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
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Link to full article below to read the report:  
 
https://ir.citi.com/W6TQcyezYiK%2BbVami9vmZBRm7KRATIPGqhl5ve0RW8GKTA59aGvftDJVbEicayTGYM%2B%2BT7EloaA%3D 
  

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOQOQ $590,980 Citi Sells SWMJOR 630,000 Citi Sells 

XJOKOP $435,386 Citi Buys TLSKOK 600,000 Citi Buys 

XJOKOH $342,420 Citi Sells TLSKOH 422,000 Citi Sells 

XJOBOL $269,870 Citi Sells MYXKOC 350,000 Citi Buys 

XJOLOV $202,595 Citi Buys XJOQOQ 258,000 Citi Sells 

Stopped Out Warrants 

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

TLSKOK 2.8000 2.93 $0.135 15/05/2018 17/05/2018 

TLSJOY 2.6944 2.96 $0.255 15/05/2018 17/05/2018 

TLSKOE 2.8926 3.03 $0.105 15/05/2018 17/05/2018 

BENKOR 12.1190 10.91 $1.16 15/05/2018 17/05/2018 

TLSKCB 2.7509 2.88 $0.13 15/05/2018 17/05/2018 

FMGKCQ 5.5446 4.99 $0.53 15/05/2018 17/05/2018 

NCMKOD 19.7944 21.77 $1.94 15/05/2018 17/05/2018 

PPTKOC 35.1390 40.4 $5.20 15/05/2018 17/05/2018 

ZGCKOB 1211.2633 1293.53 $1.10 15/05/2018 17/05/2018 

      
 

Headlines & Highlights 

 

 Everything was about US assets overnight after their retail sales print, with the UST curve steepening as 10Y yields 
reached 3.09%, and the USD jumping to year-to-date highs. 

 North Korea has threatened they will cancel the upcoming talks with the US and China, citing “ongoing military drills 
between the allies” as being “a rehearsal for an invasion of the North”. 

 American corporates are set to contest Trump’s tariffs against China in front of Congress, with 120 different parties 
currently expected to do so. 
 

Overnight  

 
Equities | S&P500 2711.45 (-0.68%)  |  Stoxx600 392.37 (+0.05%)  |  FTSE 7722.98 (+0.16%) 

 US equities slid, as yields rallied. Dow dropped 0.78%, S&P500 dropped 0.68% and the NASDAQ fell 0.81%. Real 
Estate was the laggard of the session, falling 1.66% as the US10y hit a high of 3.09%. Tech also sold off, along 
with four largest stocks in the index being Apple (-0.91%), Google (-1.91%), Microsoft (-0.72%) and Facebook (-
1.21%). The two stable sectors were Financials and Energy, who finished relatively float. In Financials, JP Morgan 
fell 0.76%, which was offset by Bank of America and Wells Fargo rising 0.32% and 0.5%, respectively.  

 The FTSE 100 finished 0.16% up, as the index had varied performances from its sectors. Energy was the 
outperformer, rallying 1.17% as BP and Shell continue to benefit from the spot price being above $70. Financials 
rose along with yields, as HSBC was the stalwart of the majors, rising 0.76%. Meanwhile, CYBG fell 6.1% after it 
reported a loss of 76m pounds for 1HY and gave no update on its bid for Virgin Money. Vodafone was the laggard 
of the index, falling 4.26% as long time CEO, Vittorio Colao, is stepping down and being replaced by Finance 
Director, Nick Read. 

Foreign exchange |  AUDUSD 0.7474 (-0.64%)  |  DXY 93.262 (+0.59%)  |  EURUSD 1.1841 (-0.69%) 

https://ir.citi.com/W6TQcyezYiK%2BbVami9vmZBRm7KRATIPGqhl5ve0RW8GKTA59aGvftDJVbEicayTGYM%2B%2BT7EloaA%3D


 

 Mixed US data overnight with retail sales coming in lower than expected at 0.3 v 0.5 est. whilst empire state 
manufacturing saw a strong print at 20.1 v 15.1 est. Treasuries sank as 10y yield rose to its highest level since 
2011 at 3.072 (+7bps), without a clear catalyst – the dollar followed yields higher to its strongest level since 
December, gaining against all of its G10 peers. 

 Commodity currencies suffered amid broad greenback gains and as oil prices retreated from their daily high. The 
Nokky was the worst performer; USDNOK up to 8.1205 (+90 pips), the loonie saw similar price action; USDCAD at 
1.2873 (+65 pips). Locally, AUD and NZD fell to 0.7474 (-55 pips) and 0.6864 (-60 pips). 

 NK cancelled Wednesday talks with SK and warned Washington to “consider the fate” of next month’s summit 
between Kim Jong Un and Trump. USDJPY over the 110 mark at 110.33 (+45 pips). 

 As of 8pm the prior day to the time of writing. 
Commodities | Gold 1290.10 (-2.13%)  |  Oil (WTI) 71.00 (+0.06%)  |  Copper 304.25 (-1.17%) 

 Energy – WTI’s discount vs. Brent increased to $8.06 per barrel intra-night, although the former now trades fairly 
flat from yesterday despite intra-night volatility and the first records of a decline in crude exports from Iran.   

 Metals – Gold dropped 2.13% to its lowest since December off the back of the USD rally, with a similar effect being 
seen in most other metals markets. 

 Agriculture – Corn was up 0.63% whilst wheat was fairly flat on the night, although a shortage of the latter from 
Russia meant a tender by Egypt for purchases was met by only three offers. 

 
 

 
 
CORPORATE 

 

 Boral Ltd (BLD.AX) -  Investor Day 

 Coca-Cola Amatil Ltd (CCL.AX) - Annual Shareholders Meeting 

 DuluxGroup Ltd (DLX.AX) - Half Year 2018 Earnings Release 

 Sigma Healthcare Ltd (SIG.AX) - Annual Shareholders Meeting 

 

ECONOMICS 

 10:30 Aus Westpac Consumer Conf Index (May)  

 10:30 Aus Westpac Consumer Conf SA MoM  

 11:30 Aus Wage Price Index QoQ (1Q)  

 11:30 Aus Wage Price Index YoY (1Q)  

 

  
  

 
  

Overnight Summary  

 

Australian Indices Last Change 
% 

Change 
Past 

Month 

ASX 200 6,098 -37 -0.61% 4.39% 

SPI 6,093 -7 -0.11% 4.69% 

  
   

  

Major World Indices Last Change 
% 

Change 
Past 

Month 

Dow 24,706 -193 -0.78% 1.42% 

S&P500 2,711 -19 -0.68% 2.08% 

Nasdaq 7,352 -60 -0.81% 3.45% 

  
   

  

UK 7,723 12 0.16% 6.31% 

Germany 12,970 -8 -0.06% 4.24% 

  
   

  

Nikkei 22,818 -48 -0.21% 4.50% 

Hong Kong 31,152 -389 -1.23% 2.76% 

Shanghai Comp 3,192 18 0.57% 2.62% 

  
   

  

Currencies Last Change 
% 

Change 
Past 

Month 



 

$A / $US 0.7475 -0.0051 -0.68% -3.93% 

$A / GBP 0.55336 -0.00185 -0.33% 1.98% 

$A / Euro 0.6312 0.0002 0.03% 0.43% 

DXY (USD Basket) 93.25 0.66299 0.72% 3.84% 

A$ TWI  62.1 -0.2 -0.32% -1.58% 

$US / Yen 110.31 -0.04 -0.04% -2.89% 

  
   

  

Metals (LME) / Energy Last Change 
% 

Change 
Past 

Month 

Gold - spot 1,291.53 1.01 0.08% -4.04 

Oil - WTI 71.31 0.35 0.49% 5.82 

  
   

  

Metals (LME-3mnth official) 
   Aluminium 105.55 0.36 0.34% 1.84% 

Copper 308.81 -3.49 -1.12% -0.32% 

Nickel 654.31 -3.40 -0.52% 3.48% 

Coking Coal 184.20 0.20 0.11% -4.41% 

Thml Coal (Newcastle) 104.25 1.75 1.71% 11.62% 

Iron Ore-Qingdao 67.73 0.03 0.04% 6.75% 

SHFE Steel Rebar 3675.00 -2.00 -0.05% 7.99% 

  
   

  

Dual Listed Co's Last 
 % 

Change A$ equiv Spread 

BHP Billiton plc 1,712 -0.51% 30.94 8.43% 

Rio plc 4,230 -0.27% 76.43 9.39% 

HendersonGrp plc 33.51 -1.47% 44.83 0.98% 

BHP ADR 50.67 -1.02% 33.89 1.02% 

  
   

  

  
   

  

Cash Rates Futures Next Next + 1   

Australia 1.50 1.90 1.91   

US 1.75 1.95 2.16   

Euro 0.00 -0.29 -0.08   

 
 
 

Contacts 

Elizabeth Tian 
02 8225 6154 
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Carsten Jensen 
02 8225 6184 
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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 
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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 
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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 
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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 
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products mentioned in this communication (unless expressly stated otherwise) are (i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or 
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