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The Overview 17 July 2019  

 

US Economics Flash: Strong retail sales but 25bp cut in July remains 
likely (Andrew Hollenhorst 16 July 2019) 
 

    

 Data 

Retail sales in June were much stronger than expected, with the control group up 0.7%MoM relative to consensus at 0.3% and Citi 

at 0.2% and the prior month revised up from 0.5% to 0.6%MoM. Headline sales advanced a weaker 0.4%, thanks to drag from 

lower gasoline prices. Aside from the decline in gasoline sales, strength was broad-based across categories. 

 

 Citi’s View 

While above our more modest expectations, the strong retail sales reading fits well with our view that the underlying pace of US 

economic growth remains at-or-above potential, mainly due to a strong contribution from consumption. The Fed is still likely to cut 

policy rates by 25bp in July – our base case. Solid payrolls, core CPI and now retail sales significantly reduce the potential for a 

larger 50bp cut later this month. 

 

 The remarkable four-month run of strong retail sales control group figures (0.7%, 0.6%, 0.5%, 1.4%) mean the Q1 slowdown can 

be more clearly attributed to transitory factors including the equity market decline and government shutdown. After contributing just 

0.62pp to Q1 real GDP growth, consumption should contribute over 2pp to Q2 growth – keeping growth tracking a bit above 2%. 

 

 Soft +72K payroll growth in May injected some downside risk around the strong-consumption driven by a strong labor market 

macro narrative. However, +224K June payroll growth and the broad-based strength in retail sales argue for a continuation of the 

strong-consumption story.  

 

 After signaling strongly in congressional testimony last week that a rate cut would be coming in July, we do not think today’s data, 

even taken together with the strong 0.294%MoM June core CPI inflation reading, will be enough to dissuade the FOMC from 

reducing the level of short-term rates. However, with a number of Fed officials questioning the necessity of a rate cut and with 

activity data remaining strong, a 50bp cut in July – while still a possibility – is becoming less likely.  

 

 Our base case remains for a 25bp cut in July, followed by a further 25bp cut in September. With activity data holding up and base 

effects set to return year-on-year core PCE inflation to around 2% in early 2020, we think it most likely that the Fed does not ease 

further after the initial 50bp of cuts. 

 

 

Link to full article to read the report:  
 
 

Top Warrants & Stopped Out Warrants  
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Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

RHCJOB $1,025,444 Citi Buys AMPJOY 1,790,000 Citi Buys 

XJOKOL $593,860 Citi Sells AMPKOD 300,000 Citi Sells 

NDXKCF $400,800 Citi Sells XJOKOL 217,000 Citi Sells 

WPLJOF $337,615 Citi Sells AMPKOE 210,000 Citi Sells 

AMPJOY $250,600 Citi Buys OREJOB 111,000 Citi Buys 

Stopped Out Warrants 

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

AWCKOE 2.0210 2.22 $0.195 16/07/2019 18/07/2019 

WPLKCD 32.1220 35.24 $3.06 16/07/2019 18/07/2019 

      

      
 

Headlines & Highlights 

 

 President Trump has reiterated his threat of more tariffs on Chinese goods, despite his promise to hold off on 
additional duties in a trade war truce he reached with Xi Jinping at the G20 last month. At a White House cabinet 
meeting, Trump stated that the US has another $325 billion to put a tariff on if they want, whilst also asserting that 
China is supposed to buy more farm products, a pledge Beijing has not confirmed or fulfilled.  

 Fed Chair Jerome Powell did not tamp expectations of a rate cut this month, after telling an audience in Paris that the 
central bank is carefully monitoring downside risks to US growth, as uncertainties surrounding the baseline outlook for 
solid growth have increased. He revealed that the Fed would “act as appropriate to sustain an expansion”, reiterating 
previous statements from his Congressional testimony. 
 

Overnight  

 
Equities | S&P500 3,004.04 (-0.34%)  |  Stoxx600 389.10 (+0.35%)  |  FTSE100 7,577.20 (+0.60%) 

 US: The S&P500 declined 0.34%, weighed down by Energy (-1.13%) and Information Technology (-0.91%) whilst 
Industrials (+0.65%) carried the index. JBHT (+5.56%) gained the most over the session as the company’s forecast 
revealed that volume will improve in 2H19, easing concerns over a prolonged recession in the trucking industry. 
SCHW (+3.30%) rallied after 2Q net income rose 8.2% whilst revenue advanced 7.8% to $2.68b, ahead of analyst 
estimates. WDC (-5.77%) retreated the most on the index whilst FRC (-4.49%) also closed in the red after its 2Q 
net interest margin was 2.85% compared to 2.95% YoY and an analyst estimate of 2.93%. WFC (-3.02%) closed 
lower after net interest income fell 3.6% YoY to the lowest level since 2016. INTC and JNJ also finished the 
session in the red, trading down 1.90% and 1.64% respectively.  

 EU: The FTSE index rallied to finish the session up 0.60%, carried by Consumer Discretionary names (+1.46%) 
whilst Utilities (-0.75%) retreated the most. BRBY (+14.39%) led the index after the luxury retailer saw store sales 
rise by 4% for the 3 months to June, double the rate analysts predicted. CRH (+2.64%) also finished in the green 
after the company agreed to sell its European plumbing and heating distribution business to Blackstone Group for 
€1.64b. RMV (-2.58%) declined the most on the index whilst EXPN (-1.16%) also finished lower after 1Q organic 
revenue growth came in at the lower end of guidance. The STOXX rose 0.35% over the session, led by Consumer 
Discretionary (+0.86%) and Industrials (+0.83%) whilst Real Estate (-0.98%) declined the most. EZJ (+5.39%) was 
one of the best performing stocks in the session after its low-cost competitor, Ryanair stated that the extended 
grounding of Boeing’s 737 Max planes had forced it to scale back growth plans for mid-2020. HUSQB (-4.94%) 
was the main laggard after 2Q results missed analyst estimates and warning that it may be harder to reach its full 
year guidance. The DAX closed the session up 0.35%, carried by Consumer Staples (+1.02%) whilst Real Estate (-
0.80%) and Information Technology (-0.51%) weighed on the index the most. 

Foreign exchange |  AUDUSD 0.7012 (-0.31%)  |  DXY 97.3920 (+0.62%)  |  EURUSD 1.1211 (-0.56%) 

 The greenback advanced overnight as commodity-reliant currencies weakened amid a sharp drop in oil price. 

 GBPUSD slid to its lowest level since 2017 as the market once again reckon with a no-deal Brexit risk after U.K. 
electoral candidates harden their rhetoric. Cable slide 158 pips over the session to close at 1.2414 down from 
1.2572 



 

 EURUSD was the second worst performer in the G10 currencies with a minor rally in the morning before dropping 
to 1.1212 losing 58 pips on the day.   

 The AUDUSD also slid on the day as the USD gained settling down to 0.7012. 
Commodities | Gold 1,407.30 (-0.44%)  |  WTI 57.50 (-3.49%)  |  Copper 2.71 (+0.81%) 

 Oil continued selling off, with WTI and Brent Crude both dropping 2.7% and 2.5% respectively. A small oil tanker 
that has apparently gone missing in the Persian Gulf is not owned by the UAE, does not carry Emirati crew and 
has not sent out a distress call. Russia reduced oil output to about 11mio barrels a day as of mid-July while Iraq oil 
exports rose by 66,000 barrels a day to 3.97mio a day.  

 Gold closed slightly lower 0.44% to $1,407.30 after stronger than expected US retail sales data and rising Treasury 
yields weighed against signs of an enduring slowdown in China. The focus now shifts to commentary on monetary 
policy from a slew of Federal Reserve officials ahead of the group’s meeting on July 31st.  

 In agricultural commodities, rain shortfalls in India and Thailand is forecasted to increase sugar market volatility in 
the coming months. Corn and wheat continued selling off dropping 1.3% and 1.5% respectively. Selloff was 
triggered by lightening supply constraints linked to Tropical Storm Barry, with government data showing improved 
crop condition in the US for the second straight week... 
 

 
 

 
CORPORATE 

 

 CIM.AX             Half Year 2019 CIMIC Group Ltd Earnings Release 

 BHP.AX Q4 2019 BHP Group PLC Operational Review 

 

ECONOMICS 
 

 

Overnight Summary  

 

-- Equities --  Last     Chg     %chg  

Dow                27,336     -24     -0.1%  

S&P500              3,004     -10     -0.3%  

Nasdaq             8,223     -35     -0.4%  

Euro Stoxx  3,521     +19     +0.5%  

Shanghai Comp.  2,938     -5     -0.2%  

Nikkei  21,535     -151     -0.7%  

….SPI (Aust)      6,569     -13     -0.2%  

-- FX --        Last     Chg       %chg  

$A / $US   0.7011     -0.0028     -0.4%  

Yen / $US     107.91     -0.01     -0.0%  

Euro / $US  1.1270     +0.0000     +0.0%  

$A / GBP  0.5583     +0.0025     +0.4%  

A$ TWI  60.40     0.000     +0.0%  

USDCNH  6.88     0.000     +0.0%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         83.6     0.9     +1.1%  

Copper             271.4     2.2     +0.8%  

Nickel                619.8     8.8     +1.4%  

Coking Coal  185.9     -0.4     -0.2%  

Thermal Coal  73.3     -1.1     -1.4%  

Iron Ore  117.0     1.0     +0.8%  

Gold  1413.30     -6.60     -0.5%  

Oil…WTI  57.62     -1.96     -3.3%  

Oil..Brent  64.38     -2.10     -3.2%  

Zinc  2444.00     +6.00     +0.2%  

Gas              2.32     -0.09     -3.7%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  2,030     23.5     +1.2%  

Rio Plc  4,850     -18.0     -0.4%  

Clydesdale Plc  202     -2.1      -1.0%  
South 32 - 
London  170     -3.6     -2.1%  

-- US listeds --  Last     Chg     %chg  



 

BHP - adr      57.56      -0.29     -0.5%  

RIO - adr      60.43     -1.06     -1.8%  

Janus Henderson  22.65     -0.2      -0.8%  

Resmed         123.37      -0.38     -0.3%  

NWS A  13.58     +0.22       +1.6%  

James Hardie  13.17     -0.25       -1.9%  

Bonds  Last     Chg     %chg  

US 10 Year  2.10     +0.01        

Aus 10 Year  1.40     -0.05        

Volatility  Last     Chg     %chg  

VIX  12.86      +0.18     +1.4%  

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 
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. 

 


