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The Overview 21 May 2019  

 

US Economics Flash: FOMC Minutes - not hawkish, just patient  
(Andrew Hollenhorst 20 May 2019) 
 

    

 As we had anticipated, the May FOMC meeting was not supportive of the market narrative that the FOMC is moving inevitably 

toward near-term “insurance” cuts. Rather what received more market attention was Chair Powell’s repeated characterization of 

the recent move lower in core PCE inflation as “transient.” 

 

 We recently detailed why we agree with this characterization and strong 0.3%MoM core PCE inflation we expect for April should 

help drive this message home. Still, minutes should make it clear that while the most recent undershoot is perceived as transitory, 

low inflation - and inflation expectations - remain a concern. As recently expressed publicly by many officials, even an expected 

modest overshoot of two percent would not push officials toward more hawkish policy. 

 

 But this is not the same as preparing to cut rates. Vice-Chair Clarida first mentioned “insurance cuts” in April, but this rhetoric has 

been notably absent in the weeks following the May FOMC. Chicago Fed President Evans had mentioned cuts premised on low 

inflation - but even he recently affirmed that low inflation should be partially attributed to transitory factors. In this context any 

explicit discussion of cuts in the minutes would be a dovish surprise. 

 

 We will also be looking for information on three issues related to implementation of monetary policy  

IOER - The 5bp “technical adjustment” occurred as fed effective moved within 5bp of the top of the policy 

range. Minutes should confirm this type of adjustment would be likely should fed effective move within 5bp of 

the top of the range again.  

 

WAM - The Fed may eventually shift its purchases toward shorter maturities and Chair Powell indicated this 

would be decided at upcoming meetings.  

 

Standing Repo - We continue to expect the Fed to roll out a lending facility that would cap the level of 

overnight rates and make Treasuries a closer substitute for reserves. However this will not be decided until 

later this year and discussion in May was likely limited. 

 

 We continue to expect no cuts in 2019 in contrast to the more than 25bp priced in by the market. 

 

 

Link to full article to read the report:  
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Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOLOS $1,185,150 Citi Buys XJOLOS 540,300 Citi Buys 

XJOMOT $862,662 Citi Sells XJOMOT 261,922 Citi Sells 

WBCJOC $702,965 Citi Buys XJOQOU 142,880 Citi Buys 

NDXKOB $677,200 Citi Buys WBCJOC 115,470 Citi Buys 

WBCKOM $420,652 Citi Buys LYCJOY 110,000 Citi Sells 

Stopped Out Warrants 

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

ANZKCY 29.2450 27.77 $1.46 20/05/2019 22/05/2019 

BHPKCD 34.9230 38.07 $3.14 20/05/2019 22/05/2019 

CBAKOX 80.9760 77.01 $3.77 20/05/2019 22/05/2019 

FMGKCQ 10.2620 9.04 $0.95 20/05/2019 22/05/2019 

FMGMOR 10.3270 9.09 $1.015 20/05/2019 22/05/2019 

FMGMOS 10.4970 9.24 $1.185 20/05/2019 22/05/2019 

NABKOP 27.2120 25.27 $1.71 20/05/2019 22/05/2019 

NABKOQ 26.3290 24.49 $0.825 20/05/2019 22/05/2019 

NI2KCP 22501.3530 21392 $1.45 20/05/2019 22/05/2019 

REAKOP 103.0580 92.85 $10.09 20/05/2019 22/05/2019 

RHCKOR 73.7490 66.45 $6.24 20/05/2019 22/05/2019 

SGPKOS 4.4530 4.1 $0.35 20/05/2019 22/05/2019 

WBCKCP 28.1790 26.75 $0.675 20/05/2019 22/05/2019 

WESKOX 40.7910 36.74 $4.00 20/05/2019 22/05/2019 

WOWKCS 37.1940 34.45 $2.73 20/05/2019 22/05/2019 

XJOKOY 6620.0000 6437 $1.695 20/05/2019 22/05/2019 

NDXKCC 7138.1486 7495 $5.15 20/05/2019 22/05/2019 

      

      
 

Headlines & Highlights 

 

 The flavour of the month for the Fed continues to be inflation with another string of speeches last night largely pouring 
cold water on speculation that inflation is an imminent concern and hence driver of any upcoming monetary policy 
changes. Vice Chairman Richard Clarida, St Louis chief James Bullard (who votes this year) and Raphael Bostic from 
Atlanta (who doesn’t vote) all largely echoed this sentiment which comes off the back of Powell describing inflation 
levels as ‘transitory’ a couple of weeks ago. Despite these three speeches, all eyes are on Atlanta as the market 
awaits Jerome Powell’s address at the Atlanta Fed’s annual financial markets conference (9am SYD).  

 It is being reported that a closer customs union arrangement with the EU is the sweetener in Theresa May’s brexit 
deal that may solidify some Labour support. The reports come amidst the latest attempt to break the log jam in 
Parliament as the extended October deadline continues to roll closer. 
 

Overnight  

 
Equities | S&P500 2,840.23 (-0.67%)  |  Stoxx600 377.46 (-1.06%)  |  FTSE100 7,310.88 (-0.51%) 

 US: The S&P500 finished the session in the red, down 0.67%, led by Utilities (+0.17%) and Financials (+0.14%), 
whilst the Information Technology sector (-1.75%) retreated the most. NOC (+2.57%) rallied the most, whilst DRI 
(+2.54%) finished higher after reports surfaced that the company is interested in acquiring Del Frisco’s Restaurant 
Group. KEYS (-8.92%) declined the most on the index, whilst QCOM (-5.99%) also finished in the red, after 
revealing that they would no longer supply Huawei with parts on the back of the Trump administration’s order last 
week, banning the Chinese company’s access to American technology. F (-0.10%) finished just in the red after 
revealing plans to cut approx. 10% of its global white collar workforce, saving the company $600m a year. 



 

 EU: UK’s FTSE Index finished the session lower, trading down 0.51%, weighed down by the Consumer 
Discretionary sector (-1.45%), whilst Communication Services (+0.32%) carried the index. VOD (+1.71%) topped 
the index, after the company, along with other mobile carriers, won a lawsuit against UK regulator Ofcom, enabling 
them to reclaim approx. £54m they paid in annual license fees. CCH (-6.70%) and TUI (-6.42%) were the worst 
performing stocks on the index. The STOXX closed in the red, finishing down 1.06%, with Communication Services 
(+0.14%) the only sector to make gains, whilst Information Technology names (-2.64%) retreated the most. TEL 
(+3.08%) topped the index, whilst QIA (+2.92%) rose after receiving regulatory clearance for its new testing 
system, aimed at detecting respiratory viruses and bacteria. Huawei supplier AMS (-13.39%) declined the most, 
after revealing that they haven’t suspended shipments to the Chinese company. The DAX closed in the red, down 
1.61%, led by Communications Services (+0.50%) and Real Estate (+0.38%), whilst Materials (-2.23%) retreated 
the most. 

Foreign exchange |  AUDUSD 0.6907 (-0.28%)  |  DXY 97.9560 (-0.06%)  |  EURUSD 1.1166 (+0.10%) 

 The greenback was unchanged against the majority of g10 peers with the majority of moves in tight ranges as the 
market awaits the outcome of Powell’s speech at 7pm in Atlanta (9am SYD). EURUSD rose 20 pips to a session 
high of 1.1175 and currently trades at 1.1166.   

 After key oil producers announced plans to constrain supply, CAD appreciated with USDCAD sliding to currently 
trade at 1.3430. However, moves were somewhat constrained with Canada on a public holiday.  

 AUDUSD traded down 25 pips overnight into where it currently trades at 0.6907 ahead of a speech by the 
Governor of the Reserve Bank of Australia, Phillip Lowe, this afternoon. 

Commodities | Gold 1,277.50 (+0.14%)  |  WTI 63.18 (+0.67%)  |  Copper 2.75 (-0.72%) 

 WTI prices bounced back from an overnight slump, as hints of extended production cuts by top crude producers 
overshadowed Trump’s latest provocation with China. The Saudi Energy Minister pushed this weekend for OPEC+ 
to “stay the course” on output curbs. Meanwhile, the contamination crisis continues in Russia, with European 
refiners buying Libyan crude as replacements. Venezuela oil production also toppled in March to 740k b/d, a 69 
year low, as years of mismanagement take its toll.  

 All major industrial metals slid in London, with copper touching the lowest level in more than three months, as trade 
war woes trump supply issues. LME copper fell as much as 0.9% overnight, eventually settling at $6,029/ton. Gold 
futures advanced 0.14%, as US data shows money managers have added to their net-long positions for three 
straight weeks. Palladium gained 1.08%, while platinum was lower by 0.56% on Nymex. 

 US inspections of corn, wheat and soybeans for export fell last week ended May 16 from the prior week, according 
to the USDA, declining by 18%, 13.7%, and 3.3% respectively. Prices in all grains and oilseeds rallied across the 
board, led by wheat (+2.85%). Warnings of “potent” storms in the Plains may bring flash floods and tornados this 
week, while part of the northern Midwest are under frost advisories. The USDA also released planting data, 
showing severe delays in corn and soybeans. 
 

 
 

 
CORPORATE 

 

 ALQ.AX Full Year 2019 ALS Ltd Earnings Release 

 CPU.AX Computershare Ltd Investor and Analyst Day 

 JHX.AX Full Year 2019 James Hardie Industries PLC Earnings Release 

 LYC.AX Lynas Corporation Ltd Corporate Analyst Meeting 

 TNE.AX Half Year 2019 TechnologyOne Ltd Earnings Release 

 AST.AX Ex Dividend 

 

ECONOMICS 
 
 

 

Overnight Summary  

 

-- Equities --  Last     Chg     %chg  

Dow                25,680     -84     -0.3%  

S&P500              2,840     -19     -0.7%  

Nasdaq             7,702     -114     -1.5%  

Euro Stoxx  3,370     -56     -1.6%  

Shanghai Comp.  2,871     -12     -0.4%  

Nikkei  21,302     +52     +0.2%  

….SPI (Aust)      6,444     -41     -0.6%  



 

-- FX --        Last     Chg       %chg  

$A / $US   0.6908     +0.0040     +0.6%  

Yen / $US     110.08     +0.02     +0.0%  

Euro / $US  1.1158     +0.0001     +0.0%  

$A / GBP  0.5398     +0.0031     +0.6%  

A$ TWI  60.10     0.400     +0.7%  

USDCNH  6.95     -0.001     -0.0%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         83.3     -1.0     -1.2%  

Copper             274.7     -2.0     -0.7%  

Nickel                544.9     -7.4     -1.3%  

Coking Coal  208.5     0.0     +0.0%  

Thermal Coal  83.9     -0.2     -0.3%  

Iron Ore  98.4     0.0     -0.0%  

Gold  1283.00     +1.60     +0.1%  

Oil…WTI  63.10     +0.34     +0.5%  

Oil..Brent  72.11     -0.10     -0.1%  

Zinc  2600.00     -37.00     -1.4%  

Gas              2.67     +0.04     +1.4%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,792     -3.2     -0.2%  

Rio Plc  4,677     3.5     +0.1%  

Clydesdale Plc  189     -1.3      -0.7%  
South 32 - 
London  188     3.4     +1.8%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      52.32      +0.25     +0.5%  

RIO - adr      59.74     -0.22     -0.4%  

Janus Henderson  21.22     -0.1      -0.3%  

Resmed         112.06      -0.72     -0.6%  

NWS A  11.59     +0.18       +1.6%  

James Hardie  12.36     -0.34       -2.7%  

Bonds  Last     Chg     %chg  

US 10 Year  2.42     +0.02        

Aus 10 Year  1.67     +0.03        

Volatility  Last     Chg     %chg  

VIX  16.31      +0.35     +2.2%  

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. 
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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 
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.  
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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 
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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 
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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.  
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