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The Overview 15 November 2019  

 

Australia Economics Flash - Alert: Weaker Oct. labour market data 
won’t spook the RBA (Joshg Williamson 13 Nov 2019) 
 

    

The headline seasonally adjusted Labour Force data was weaker than expected in October. 

Employment fell by 19k in the month. This was the weakest monthly result since September 2016 (Figure 1) and went against the consensus 

for a 15k gain. It also meant that the unemployment rate moved a notch higher from 5.2% to 5.3%, above our forecast and the consensus 

expectation for 5.2%. The participation rate went from 66.1% to 66.0% from a decline in the male participation rate from 71.1% to 70.9% 

(Figure 4). 

 

The trend is your friend. 

The trend unemployment rate remained at 5.3% for the fourth consecutive month. Furthermore, the 3-month rolling unemployment rate was 

also 5.3%. Both the trend and 3-month rolling rate have previously been identified by the RBA as important for gauging labour market strength 

and spare capacity more so than the monthly seasonally adjusted data. 

 

The outlook for the labour market. 

Leading employment indicators argue for yearly employment growth around 2¼% to 2½% (Figure 2). This is above the current 2.0% growth 

rate and in-line with average year to date labour force growth and therefore points to an unemployment rate that remains around 5¼%. 

Although this would remain above the RBA’s mid-point 4½% estimate for NAIRU (Figure 3), such a rate is consistent with the RBA’s forecast 

till the end of 2020. A steady 5¼% unemployment rate is also broadly supported by data on business capacity utilisation.  

 

Implications for monetary policy. 

We don’t believe today’s data will result in an RBA interest rate cut next month. Rather, we believe the RBA will give more time for the cuts to 

date and tax rebates to influence activity data, particularly as the RBA believes the economy is at a gentle turning point. Today’s data will 

however guarantee that the RBA maintains the dovish policy bias with the concluding sentence that the Board “is prepared to ease monetary 

policy further if needed to support sustainable growth in the economy, full employment and the achievement of the inflation target over time”. If 

the trend unemployment rate was to increase next month, then we suspect that the RBA would take notice of this development and act 

accordingly. Note that the October Labour Force release was the last significant data set ahead of the December 3 RBA Board meeting. While 

investors will receive Q3 data on GDP partials such as private sector capex, building investment and net-exports before this date, it would take 

substantial downside surprises from the RBA’s modest year-end forecasts for these data to increase the likelihood of a rate cut in December. 

The RBA also tends not to pre-judge the GDP data, which will be only released the day after the December RBA Board meeting. So we 

continue to expect the next live RBA meeting to be in February 2020, by which time we expect the RBA Board to conclude that further policy 

stimulus is required and where we forecast the final 25bp rate cut of this cycle 

 

Link to full article to read the report:  
 
 

 

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/zJEqA1kKLoW7WsS9BhJYGX4BDmVYFDjDmQd%2BhwmRFkKsXjJgeyD80u3Dd3e0yjnF%2BZODt9Yabok%3D


 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOKOZ $2,217,667 Citi Sells XJOKOZ 604,483 Citi Sells 

FMGKOU $1,467,250 Citi Buys FMGKOU 560,000 Citi Buys 

WBCKOM $804,848 Citi Sells WBCKOM 216,170 Citi Sells 

APTKOK $424,391 Citi Buys NEAJOD 176,978 Citi Sells 

BOQBOB $198,724 Citi Buys NEAJOC 138,500 Citi Sells 

Stopped Out Warrants 

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

A2MKOQ 14.3710 12.22 $2.15 14/11/2019 18/11/2019 

ABCKOD 2.7470 3.16 $0.415 14/11/2019 18/11/2019 

ANZKCD 23.4500 25.12 $1.645 14/11/2019 18/11/2019 

BHPKOA 33.5980 36.58 $2.65 14/11/2019 18/11/2019 

GEMKOC 2.0080 2.2 $0.17 14/11/2019 18/11/2019 

HSXKOA 25165.5770 26380 $2.28 14/11/2019 18/11/2019 

WBCKOH 24.5920 26.31 $1.69 14/11/2019 18/11/2019 

WOWKOT 41.8270 38.73 $3.05 14/11/2019 18/11/2019 

      
 

Headlines & Highlights 

 

 Xi Jinping has reiterated his support for Hong Kong’s Chief Executive, Carrie Lam, indicating that restoring order in 
Hong Kong is local officials’ most-urgent task following statements that ‘radical violent crimes’ in Hong Kong have 
trampled on the rule of law. The city earlier denied reports it plans a weekend curfew. In Taiwan, KMT Presidential 
candidate Han Kuo-yu called on Beijing to allow free elections in Hong Kong.  

 The US Senate is preparing for a quick passage of a law to show support for pro-democracy protesters in Hong Kong 
by placing the city’s special trading status under annual review. The bill is slightly different than the version passed by 
the House, so the two must be reconciled in order for President Trump to sign off. Beijing and Hong Kong strongly 
object to the legislation. 

 China lifted its four-year-old ban on US poultry shipments, saying it would allow imports from qualified suppliers. The 
development comes even as trade talks stumble over issues including Washington’s insistence that Beijing set 
monthly targets for buying American farm goods. Reports suggest that China is holding 1.8m tonnes of US soybeans 
at ports, demanding hefty deposits. 
 

Overnight  

 
Equities | S&P500 3,095.12 (+0.03%)  |  Stoxx600 404.41 (-0.36%)  |  FTSE100 7,292.76 (-0.80%) 

 US - US trade talks continue to dictate equity movements with markets fluctuating overnight spurred, in tandem, by 
poor economic data. The S&P closed unchanged overnight, with technology (-0.21%) stocks underperforming as 
Cisco systems fell -7.53% after earning fell short of expectations. This could signal companies are holding off on 
purchases while the trade standoff continues. The Nasdaq closed slightly lower on the day dropping -0.1% along 
with the Dow Jones falling by the same percent. 

 EU - European equities fell overnight with the Stoxx600 falling -0.36% along with the FTSE which declined 0.8%. In 
the FTSE, GlaxoSmithKline contributed most to the index decline falling -2.2% while 3i Group had the largest drop 
falling -4.6%. In the Stoxx600, Nestle had the largest contribution to the index falling, dropping -1.07%, while CTS 
Eventim fell the most losing -5.94%. 

Foreign exchange |  AUDUSD 0.6787 (-0.24%)  |  DXY 98.1630 (-0.25%)  |  EURUSD 1.1022 (+0.21%) 

 The yen outperformed most Group-of-10 peers Thursday as investors questioned the outlook for the U.S.-China 



 

trade deal, driving demand for havens amid concern about global growth. The Swiss franc also advanced, while 
Treasury yields fell. The Bloomberg Dollar Spot Index was little changed; earlier touched the highest since Oct. 16; 
Treasury 10-year yields dropped ~7bps to ~1.82%; touched 1.81%, lowest since Nov. Federal Reserve Chairman 
Jerome Powell testifies for a second day before Congress; said the Fed has less room to cut in a low rate 
environment and that the Fed doesn’t see spill over yet from manufacturing weakness. 

 USD/JPY falls 0.3% to 108.40, at day’s low; yen heads for a fifth straight day of gains, the longest winning streak 
since May; removal of existing tariffs is an important condition for a deal, Chinese commerce ministry spokesman 
says. 

 USD/CHF dropped 0.2% to ~0.9879, heading for a fourth straight day of losses. 

 Commodity currencies were among the weakest in the G-10, with the Australian dollar lagging the pack. The 
Aussie slumped as the nation’s employment unexpectedly  contracted and Chinese economic data disappointed, 
putting pressure on the Reserve Bank of Australia to lower rates. AUD/USD -0.24% to 0.6787; touched 0.6770, 
lowest since Oct. 17. Aussie approaching key double-bottom near 0.6670. 

 EUR/USD gained 0.2% to ~1.1022, staying below the 55-DMA of 1.1037. 

 GBP/USD was up 0.4% at 1.2879; one-month volatility spikes as it takes into account the Dec. 12 general election. 
Implies the pound could swing as much as 3% on the outcome of the vote. 

Commodities | Gold 1,472.10 (+0.60%)  |  WTI 56.83 (-0.51%)  |  Copper 2.65 (-0.58%) 

 Oil gave up gains after a US government report showed US stockpiles increasing and OPEC forecast a global 
surplus lingering into next year, led by US shale drillers. Futures in NY were little changed after climbing as much 
as 1.2% earlier. Crude inventories climbed 2.22mm barrels last week as production rose to a record, according to 
the EIA. The report also showed gasoline inventories rose 1.86mm barrels while distillates fell 2.48mm. Cushing 
drew down 1.23mm barrels.  

 Most base metals fell while gold and other precious metals rose. Aluminium (-1.4%) dropped for a fifth day as 
inventories tracked by the LME surged, stoking demand concerns as major industrial economies continue to show 
weakness. Germany narrowly avoided recession in 3Q, while China’s industrial economy slowed further in 
October, with growth falling to its second-weakest level since 2002. LME copper slipped -0.4%, as lead, nickel and 
zinc also decline.  

 Chicago soybean futures slumped to the lowest since late September as rains headed for crops in top-producing 
nation Brazil and China’s purchases of American supplies failed to excite traders. China bought 129k tons of US 
soy even as officials in the Asian country resist specific buying targets. The US government also expects more 
than $1bn in annual poultry exports to China, according to USTR Robert Lighthizer and Agriculture Secretary 
Sonny Perdue, after Beijing lifted its long-running ban on imports of American chicken. 
 
 

 
 
 

 
CORPORATE 

 

 ABP.AX Abacus Property Group Annual Shareholders Meeting 

 CCL.AX Coca-Cola Amatil Ltd Investor Day 

 GMG.AX Goodman Group Pty Ltd Annual Shareholders Meeting 

 LNK.AX    Link Administration Holdings Ltd Annual Shareholders Meeting  
 

ECONOMICS 
 
 

 

Overnight Summary (as at 7:45am AEDT) 

 
 

-- Equities --  Last     Chg     %chg  

Dow                27,784  
 

-9  
 

-0.0%  

S&P500              3,094  
 

-0     -0.0%  

Nasdaq             8,483  
 

+1  
 

-0.0%  

Euro Stoxx  3,689  
 

-11  
 

-0.3%  

Shanghai Comp.  2,910  
 

+5  
 

+0.2%  

Nikkei  23,142  
 

-178  
 

-0.8%  

….SPI (Aust)      6,754  
 

+15  
 

+0.2%  

-- FX --        Last     Chg       %chg  

$A / $US   0.6786  
 

-0.0055  
 

-0.8%  

Yen / $US     108.40  
 

-0.42  
 

-0.4%  



 

Euro / $US  1.1021  
 

+0.0014  
 

+0.1%  

$A / GBP  0.5269  
 

-0.0057  
 

-1.1%  

A$ TWI  59.10     -0.400     -0.7%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         80.1  
 

-0.6  
 

-0.7%  

Copper             264.7  
 

-1.5  
 

-0.6%  

Nickel                697.6  
 

-12.7  
 

-1.8%  

Coking Coal  137.5  
 

0.0  
 

+0.0%  

Iron Ore  83.0  
 

1.1  
 

+1.4%  

Gold  1478.50  
 

+8.40  
 

+0.6%  

Oil…WTI  56.77  
 

-0.35     -0.6%  

Oil..Brent  62.29  
 

-0.07  
 

-0.1%  

Gas              2.64  
 

+0.04  
 

+1.5%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,675  
 

-2.20  
 

-0.1%  

Rio Plc  4,092  
 

+15.00  
 

+0.4%  

Clydesdale Plc  142  
 

-0.35       -0.2%  

South 32 - London  144  
 

-0.44  
 

-0.3%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      49.87      +0.15  
 

+0.3%  

RIO - adr      52.77  
 

+0.60     +1.1%  

Janus Henderson  25  
 

-0.12      -0.5%  

Resmed         145.14      -0.12  
 

-0.1%  

NWS A  12.91     -0.20       -1.5%  

James Hardie  19.63     -0.18       -0.9%  

Bonds  Last     Chg     %chg  

US 10 Year  1.82  
 

-0.06  
 

   

Aus 10 Year  1.18  
 

-0.10        

Volatility  Last     Chg     %chg  

VIX  13.20      +0.20     +1.5%  

 
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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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 
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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 
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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, 
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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 
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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 
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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, 
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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 
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