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In the US – the Dow Jones

Industrial Average, S&P 500 and

Nasdaq Composite advanced by

1.0%, 1.3% and 2.1% respectively

in July.

In Europe, the European Stoxx

600 rose 0.2% with the FTSE100

rising 2.2%. In Japan, Nikkei 225

and Topix rose 1.2% and 0.9%

respectively.
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ECB Signals Chance of Further Monetary Easing

Read more on page 2 >

While the European Central Bank (ECB) kept policy unchanged

on 25 July, Citi expects more aggressive measures in

September after Draghi hinted that the central bank stands ready

to adjust “all” instruments amid the backdrop of slowing

economic growth and subdued inflation.

Lower for longer: Though deposit and refinancing rates were left

unchanged at -0.4% and 0.0% respectively, the ECB adjusted its

forward guidance to seeing rates at present levels for at least the

first half of 2020 and as long as needed.

MSCI Emerging Markets were

down -1.7%, led by MSCI

Emerging Europe (-2.7%). MSCI

Latin America ended flat for July.

In Asia, MSCI AsiaXJapan fell -

2.2%. Australia’s S&P/ASX 200

outperformed with a 2.9% rise.
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ECB Signals Chance of Further Monetary Easing Ahead (continued)

• ECB opens the door for further policy measures and are examining options to reinforce

their forward guidance. Specifically they are considering designing a tiered deposit system

and options for a second asset purchase programme (APP). These are likely to be

announced in September.

• Ongoing trade tensions have already begun to negatively impact European economic

data, with signs of meaningful deterioration recently. 1Q19 real GDP growth rate of 0.4%

QoQ is unlikely to be sustained in the subsequent quarter. Inflationary pressures remain

muted while inflation expectations have declined, further highlighting the need for

monetary stimulus to support the broader economic outlook.

• Europe also faces growing risk of intensifying trade tensions with the US, as the US is

likely to shift focus to the EU. Citi sees four areas of potential direct conflict which could

further impact European business confidence: 1) Potential auto tariffs; 2) inclusion of

agriculture within a broader trade agreement; 3) whether EU will impact more LNG from

the US; and 4) EU retaliation to aircraft industry subsidies.

• Selective on equities: While the ECB‘s upcoming measures offer some reassurance that

growth is unlikely to collapse, the underlying growth engines in Europe are not strong. In

addition, trade tensions could keep downward pressure on corporate earnings. Citi

analysts are selective and prefer Switzerland by country; favour financials, IT and

healthcare by sector. Overall, Citi analysts prefer defensives over cyclicals, and value over

growth.

Euro-area manufacturing 

Source: Citi Research. As of 24 July 2019.

“Euro-area 

manufacturing 

remains at its 

lowest level in 

seven years.”
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Stocks Go Up, Bond Prices Go… Up?

• Long duration, high quality bonds have managed to generate close to equity-like returns

thus far this year. Lingering market uncertainties surrounding trade, along with dovish

central banks, are likely to keep pressure on longer-term rates.

• US: The Federal Reserve has cut rates by 25bp at their July 31 meeting, leaving the door

open to additional action. Historically, fixed income markets tend to perform well during

periods of Fed easing, thus Citi analysts overweight high quality US corporates and US

Treasury debt (UST).

• Europe: Expected policy action by the European Central Bank (ECB) to cut rates later this

year and a potential restart of their asset purchase program (APP) are likely to weigh on net

supply. As it is, 80% of the world’s bond market (ex-US) already trades with a yield less

than 1%. Citi analysts remain cautious on European Investment Grade (IG) bonds while

being neutral on High Yield (HY) bonds as spreads are susceptible to a weakening

economic outlook and Brexit uncertainty. That said, the possibility of a new round of

Corporate Sector Purchase Programme (CSPP) may be beneficial and push spreads even

tighter.

• Emerging Markets: Citi analysts see propensity for Asian central banks to ease further,

leading investors to heighten their focus on yield enhancement strategies. Asia USD bonds

are expected to provide stable returns coupled with higher yields relative to their developed

markets counterparts. In particular, Asian high yield (HY) bonds appear to offer the best

value; an average yield of 7.25% represents a 120bp pick-up over US peers.

Global aggregate bond index returns 5-6% compared to global equities’ 18%

Source: Citi Private Bank. As of July 2019.

“Stocks and bonds 

have largely 

disregarded their 

historically inverse 

relationship in 

2019.”

Trade uncertainties and a synchronized dovish shift in central bank policies are themes that

are expected to affect markets for some time, keeping pressure on core interest rates.
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Commodities: 2019 Remains Constructive

• Oil: Three policy decisions underpin Citi analysts’ bullish view on crude oil for the rest of

2019, with 0 – 3 month point price at $78/bbl (Brent). These are the decision by the US

government to eliminate sanctions waivers to countries importing oil from Iran, the OPEC+

decision to extend their production cuts to end 1Q20, and the implementation starting by

end of 3Q of the changes in fuel specification for marine use by 1 Jan 2020.

• Gold: Late 2Q may have represented a structural regime shift for gold, with prices finally

breaking above the half-decade ceiling of US$1,350-1,375 in June. As the Fed, ECB and

other central banks look to ease monetary policy once again, gold may benefit from an

environment of lower real rates and eventually weaker US$. Citi analysts have a 6-12

month point price of US$1,525/oz.

• Base Metals: After a strong start to 2019, industrial metal prices generally retraced their

gains in 2Q. Citi’s base case remains macro driven – encompassing a US-China trade deal

around the turn of the year and a gradual improvement in global growth sentiment. Further

China easing (an improvement in the China credit impulse) should see copper prices move

higher, reaching US$6,600/t by year end; while aluminium prices may see some support

and average US$1,845/t in 2019.

• Bulks: Iron ore prices rallied to their highest since 2014. Going into 2020, Brazil and

Australia supply is expected to normalize and Chinese steel demand could soften from

weakness in property construction. Citi analysts see the iron ore rally fading into 2020,

though physical market tightness could keep short-term prices supported. Meanwhile, after

sharp declines earlier this year, thermal coal prices should recover into the winter when

natural gas prices find support from heating demand.

Commodity markets have gone quiet in 3Q however Citi analysts see the awakening of the

“summer slumber” depending largely on expected continued central bank easing and politics.

Source: Citi Research. As of 21 July 2019.

“Commodities tend to 

underperform at the 

end of business cycles, 

but Fed Fund rates 

hitting bottom could 

support a rebound.”

GSCI Index and Fed Funds Rate
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• USD: Citi analysts feel markets may be right in considering the potential possibility of the

Trump Administration intervening – selling the USD vs. various European currencies. The

USD is about 7-8% above its long-term average on a real effective exchange rate (REER)

basis and downside is seen on the dollar in the medium-term. Should official dollar sales

materialize, Citi analysts are likely to lower their USD forecasts.

• EUR: The Fed likely has more room to cut rates in future than the ECB, assuming negative

rates continue to present problems for policymakers. Meanwhile, data momentum and data

surprises are dropping more in the US than in Euro Area, also a potential EUR positive.

Another factor is possible intervention by the US Administration to sell USD. However,

ahead of the September ECB meeting, Citi expects the Euro to drift lower.

• GBP: Political uncertainty (general election) and likely monetary policy response from the

BoE in the event of a “No Deal” Brexit are key downside risks to sterling. That said, a lot of

bad news has already been priced in, with GBP <2% away from its Oct 2016 lows.

• AUD: The RBA has cut the policy rate at their last two meetings, bringing it down 50bps to

1%. They are now expected to pause until November, as they assess the impact of easing

on the economy. AUD upside is likely to be limited, given the RBA is expected to be a

laggard to the Fed.

• Asia: Asian currencies are expected to first weaken in 3 months, then strengthen in 6-12

months. This is largely driven by a stronger INR and IDR. RMB depreciation pressure has

eased with the trade truce in the short-term, but should trade talks fail and the US starts to

impose tariffs on all Chinese exports, USDCNY could depreciate beyond 7.

“Trade war EM 

currencies have 

underperformed 

beneficiaries 

since Oct 2018”

How Far Can the USD Fall?

Source: Citi Research. As of 17 July 2019.

Currency Basket

Though not a base case assumption, Citi analysts place a significant weight on potential

intervention in the USD, forecasting medium-term downside on the USD.
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3Q19 Model Portfolios

Risk Level 2: Conservative

Risk Level 3: Moderate

Risk Level 4: Aggressive

Risk Level 5/6: Very Aggressive / Specialized

Weight Change (QoQ)

Global Investment Grade Bonds 48% 1%

APAC ex JP / Emerging Market Bonds 48% 0%

Cash 4% -1%

Weight Change (QoQ)

Global Investment Grade Bonds 30% 2%

Global High Yield Bonds 1% 0%

APAC ex JP / Emerging Market Bonds 13% 0%

US Equities 25% -1%

Europe Equities 8% -1%

Japan Equities 4% 0%

Asia ex Japan Equities 17% -2%

Cash 2% 2%

Weight Change (QoQ)

Global Investment Grade Bonds 12% 1%

Global High Yield Bonds 0% 0%

APAC ex JP / Emerging Market Bonds 6% 1%

US Equities 29% -2%

Europe Equities 9% -1%

Japan Equities 5% 0%

Asia ex Japan Equities 22% -1%

GEM ex-Asia 1% 0%

Commodities 0% 0%

Hedge Funds 14% 0%

Cash 2% 2%

Weight Change (QoQ)

Global Investment Grade Bonds 2% 2%

US Equities 36% 0%

Europe Equities 12% -1%

Japan Equities 6% 0%

Asia ex Japan Equities 27% -1%

GEM ex-Asia 2% 0%

Commodities 0% 0%

Hedge Funds 15% 0%
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World Market at a Glance

Source: Citi Research as of 31 July 2019.

Last price 52-Week 52-Week 

31-Jul-19 High Low 1 week 1 month 1 year Year-to-date

US / Global

Dow Jones Industrial Average 26864.27 27398.68 21712.53 -1.49% 0.99% 5.70% 15.16%

S&P 500 2980.38 3027.98 2346.58 -1.30% 1.31% 5.83% 18.89%

NASDAQ 8175.42 8339.64 6190.17 -1.76% 2.11% 6.56% 23.21%

Europe

MSCI Europe 448.89 476.32 390.84 -1.44% -1.97% -5.78% 11.14%

Stoxx Europe 600 385.77 395.10 327.34 -1.52% 0.23% -1.49% 14.25%

FTSE100 7586.78 7790.17 6536.53 1.14% 2.17% -2.09% 12.76%

CAC40 5518.90 5672.77 4555.99 -1.55% -0.36% 0.14% 16.66%

DAX 12189.04 12833.11 10279.20 -2.67% -1.69% -4.81% 15.44%

Japan

NIKKEI225 21521.53 24448.07 18948.58 -0.87% 1.15% -4.58% 7.53%

Topix 1565.14 1838.30 1408.89 -0.63% 0.90% -10.73% 4.76%

Emerging Markets

MSCI Emerging Market 1037.01 1099.18 929.90 -1.74% -1.69% -4.64% 7.38%

MSCI Latin America 2843.65 2980.17 2366.54 -1.96% 0.00% 5.23% 10.82%

MSCI Emerging Europe 177.09 184.96 147.18 0.46% -2.69% 8.74% 16.41%

MSCI EM Middle East & Africa 263.15 269.30 229.47 -1.36% -1.42% -2.53% 9.45%

Brazil Bovespa 101812.10 106650.10 74274.51 -2.22% 0.84% 28.52% 15.84%

Russia RTS 1360.04 1413.82 1033.31 1.52% -1.48% 15.94% 27.26%

Asia

MSCI Asia ex-Japan 638.47 687.70 568.61 -2.10% -2.17% -5.34% 7.02%

Australia S&P/ASX 200 6812.56 6875.50 5410.20 0.53% 2.93% 8.48% 20.65%

China HSCEI (H-shares) 10675.31 11881.68 9761.60 -1.69% -1.90% -3.17% 5.44%

China Shanghai Composite 2932.51 3288.45 2440.91 0.32% -1.56% 1.95% 17.59%

Hong Kong Hang Seng 27777.75 30280.12 24540.63 -2.62% -2.68% -2.82% 7.48%

India Sensex30 37481.12 40312.07 33291.58 -0.97% -4.86% -0.33% 3.92%

Indonesia JCI 6390.51 6636.33 5621.60 0.09% 0.50% 7.65% 3.16%

Malaysia KLCI 1634.87 1826.90 1572.03 -1.06% -2.23% -8.37% -3.30%

Korea KOSPI 2024.55 2356.62 1984.53 -2.77% -4.98% -11.79% -0.81%

Philippines PSE 8045.80 8419.59 6790.58 -1.42% 0.58% 4.87% 7.77%

Singapore STI 3300.75 3415.18 2955.68 -2.01% -0.63% -0.58% 7.56%

Taiwan TAIEX 10823.81 11186.05 9319.28 -1.02% 0.87% -2.11% 11.27%

Thailand SET 1711.97 1766.62 1546.62 -0.78% -1.06% 0.60% 9.47%

Commodity

Oil 58.58 76.90 42.36 4.83% 0.19% -14.81% 29.00%

Gold spot 1413.90 1453.07 1160.27 -0.84% 0.32% 15.51% 10.25%

Historical Returns (%)



MARKET OUTLOOK – PAGE 8

All forecasts are expressions of opinion, are not a guarantee of future results, are subject to change without notice and may not meet our 

expectations due to a variety of economic, market and other factors. Likewise, past performance is no guarantee of future results.

MONTHLY MARKET OUTLOOK

Currency Forecasts

Source: Citi Research as of 31 July 2019.

Last price

Currency 31-Jul-19 Sep-19 Dec-19 Mar-20 Jun-20

G10-US Dollar

Euro EURUSD 1.11 1.13 1.14 1.16 1.18

Japanese yen USDJPY 109 106 105 104 102

British Pound GBPUSD 1.22 1.26 1.3 1.34 1.38

Swiss Franc USDCHF 0.99 0.98 0.97 0.97 0.96

Australian Dollar AUDUSD 0.68 0.71 0.72 0.72 0.73

New Zealand NZDUSD 0.66 0.68 0.69 0.69 0.69

Canadian Dollar USDCAD 1.32 1.28 1.27 1.27 1.26

EM Asia

Chinese Renminbi USDCNY 6.88 6.89 6.87 6.85 6.76

Hong Kong USDHKD 7.83 7.81 7.82 7.83 7.83

Indonesian Rupiah USDIDR 14,022 13946 13833 13721 13862

Indian Rupee USDINR 68.8 68.2 67.7 67.1 67.8

Korean Won USDKRW 1,183 1196 1189 1181 1170

Malaysian Ringgit USDMYR 4.13 4.05 4.04 4.02 3.98

Philippine Peso USDPHP 50.9 52 51.9 51.70 51.70

Singapore Dollar USDSGD 1.37 1.36 1.35 1.35 1.34

Thai Baht USDTHB 30.8 31.2 31.1 31 31.20

Taiwan Dollar USDTWD 31.1 31.10 31.2 31.3 31.2

EM Europe

Czech Koruna USDCZK 23.20 22.7 22.3 22 21.4

Hungarian Forint USDHUF 294 288 284 281 275

Polish Zloty USDPLN 3.87 3.78 3.72 3.66 3.57

Israeli Shekel USDILS 3.51 3.55 3.54 3.53 3.53

Russian Ruble USDRUB 63.6 64.8 65.3 65.7 66.50

Turkish Lira USDTRY 5.58 6.08 6.55 7.01 7.08

South African Rand USDZAR 14.34 14.33 14.18 14.03 13.98

EM Latam

Brazilian Real USDBRL 3.81 3.69 3.68 3.67 3.67

Chilean Peso USDCLP 697 681 674 666 666

Mexican Peso USDMXN 19.1 19.5 19.6 19.8 19.9

Colombian Peso USDCOP 3280 3191 3172 3153 3134

Forecasts
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Asia Model Portfolio

Model Portfolio Disclaimers

This section shows the revisions to asset allocations decided by Citibank Asia Model Portfolio Committee on 17 June 2019.

Citibank’s Asia Model Portfolios provide a guide to possible diversification of investment portfolios and serve as an asset allocation

reference tool both for periodic evaluation and prospective investments. Citibank Model Portfolios are developed by Citibank’s in-

house Global and Regional investment specialists to cater to investors with various risk profiles (based on Citibank’s risk assessment)

and provide them with:

• Diversified asset allocations, made uniquely relevant for Asian investors

• Up-to-date asset allocations which are reviewed and revised periodically by Citibank’s Research teams to reflect changing

market conditions in respect of relevant asset classes

• Access to our best-in-class research from the Global Investment Committee

It is important to note that while Citibank Model Portfolios represent Citibank’s best thinking in terms of asset allocation and

diversification, they serve only as a guideline for investors based on certain risk profiles. Market movements, changing market views,

time horizons and liquidity constraints (among others) may result in a portfolio’s asset allocation deviating from the model allocation.

Citibank does not monitor and/or manage individual customer portfolios. For a long term investor, it is advantageous to diversify

his/her investment portfolio and consider using Citibank Model Portfolios as a reference in diversification reviews. The suggested

allocations are intended to be general in nature and are not to be construed as specific investment advice. Investors are encouraged

to consult with their Relationship Managers to determine their allocation needs based on their risk tolerance, suitability and goals.

Investment products are (a) not insured by any government agency; (b) not a deposit or other obligation of, or guaranteed by, the

depository institution; and (c) subject to investment risks, including possible loss of the principal amount invested. Past performance is

not indicative of future results: prices can go up or down.

This is neither an offer nor solicitation to purchase or sell any security, other investment or service or to attract any funds or deposits.

This document does not constitute the distribution of any information or the making of any offer or solicitation by any one in any

jurisdiction in which such distribution or offer is not authorized or to any person to whom it is unlawful to distribute such document or

make any offer or solicitation. Investors investing in investment products denominated in non-local currency should be aware of the

risk of exchange rate fluctuations that may cause a loss of principal. Investment products are not available to US Persons and may

not be available in all jurisdictions.

Portfolio diversification is an important element for an investor to consider when making investment decisions. Concentrated positions

may entail greater risks than a diversified portfolio. Certain factors that affect the assessment of whether your overall investment

portfolio is sufficiently diversified may not be evident from a review of only your account with Citibank. It therefore is important that you

carefully review your entire investment portfolio to ensure that it meets your investment goals and is within your risk tolerance,

including your objectives for asset and issuer diversification. To discuss your asset allocations and potential strategies to reduce the

risk and/or volatility of a concentrated position, please contact your personal banker/relationship manager.

Citibank’s Model Portfolio is not a program or offering, but is a diversification tool that is meant for reference purposes only. Model

Portfolios are: (i) not binding on the part of the customers; (ii) not monitored by Citibank with respect to customers’ individual

investment holdings; and (iii) not personalized to the specific needs of any individual customer. Citibank’s Model Portfolios are not

available to US Persons and may not be available in all jurisdictions.
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Disclaimer

Country Specific Disclosures

“Citi analysts” refers to investment professionals within Citi Research (“CR”), Citi Global Markets Inc. (“CGMI”) and voting members of

the Citi Global Investment Committee. Citibank N.A. and its affiliates / subsidiaries provide no independent research or analysis in the

substance or preparation of this document.

The information in this document has been obtained from reports issued by CGMI. Such information is based on sources CGMI

believes to be reliable. CGMI, however, does not guarantee its accuracy and it may be incomplete or condensed. All opinions and

estimates constitute CGMI's judgment as of the date of the report and are subject to change without notice. This document is for

general information purposes only and is not intended as a recommendation or an offer or solicitation for the purchase or sale of any

security or currency. No part of this document may be reproduced in any manner without the written consent of Citibank N.A.

Information in this document has been prepared without taking account of the objectives, financial situation, or needs of any particular

investor. Any person considering an investment should consider the appropriateness of the investment having regard to their

objectives, financial situation, or needs, and should seek independent advice on the suitability or otherwise of a particular investment.

Investments are not deposits, are not obligations of, or guaranteed or insured by Citibank N.A., Citigroup Inc., or any of their affiliates

or subsidiaries, or by any local government or insurance agency, and are subject to investment risk, including the possible loss of the

principal amount invested. Investors investing in funds denominated in non-local currency should be aware of the risk of exchange

rate fluctuations that may cause a loss of principal. Past performance is not indicative of future performance, prices can go up or

down. Some investment products (including mutual funds) are not available to US persons and may not be available in all

jurisdictions. Investors should be aware that it is his/her responsibility to seek legal and/or tax advice regarding the legal and tax

consequences of his/her investment transactions. If an investor changes residence, citizenship, nationality, or place of work, it is

his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all applicable

laws and regulations as and when such becomes applicable. Citibank does not provide legal and/or tax advice and is not responsible

for advising an investor on the laws pertaining to his/her transaction.

Citi Research (CR) is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies

covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect

the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. For more

information, please refer to https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures

Australia

This document is distributed in Australia by Citigroup Pty Limited ABN 88 004 325 080, AFSL No. 238098, Australian credit licence

238098. Any advice is general advice only. It was prepared without taking into account your objectives, financial situation, or needs.

Before acting on this advice you should consider if it's appropriate for your particular circumstances. You should also obtain and

consider the relevant Product Disclosure Statement and terms and conditions before you make a decision about any financial product,

and consider if it’s suitable for your objectives, financial situation, or needs. Investors are advised to obtain independent legal,

financial, and taxation advice prior to investing. Past performance is not an indicator of future performance. Investment products are

not available to US people and may not be available in all jurisdictions.

Bahrain

This document is distributed in Bahrain by Citibank, N.A., Bahrain. Citibank, N.A., Bahrain, may in its sole and absolute discretion

provide various materials relating to the securities for information purposes only. Citibank, N.A., Bahrain is licensed by the Central

Bank of Bahrain as a Conventional Retail and Wholesale Bank and is bound by the CBB’s regulations and licensing conditions with

regards to products and services provided by Citibank, N.A. Bahrain. These terms are governed by and shall be construed in

accordance with the laws of the Kingdom of Bahrain. The Customer irrevocably agrees that the civil courts in the Bahrain shall have

non-exclusive jurisdiction to hear and determine any suit, action or proceeding and to settle any disputes which may arise out of or in

connection with these Terms and Conditions and for such purposes the Customer irrevocably submits to the jurisdiction of such

courts. Investment products are not insured by government or governmental agencies. Investment and Treasury products are subject

to Investment risk, including possible loss of principal amount invested. Past performance is not indicative of future results: prices can

go up or down. Investors investing in investments and/or treasury products denominated in foreign (non-local) currency should be

aware of the risk of exchange rate fluctuations that may cause loss of principal when foreign currency is converted to the investors’

home currency. Investment and Treasury products are not available to U.S. persons. All applications for investments and treasury

products are subject to Terms and Conditions of the individual investment and Treasury products. Customer understands that it is

his/her responsibility to seek legal and/or tax advice regarding the legal and tax consequences of his/her investment transactions. If

customer changes residence, citizenship, nationality, or place of work, it is his/her responsibility to understand how his/her investment

transactions are affected by such change and comply with all applicable laws and regulations as and when such becomes applicable.

Customer understands that Citibank does not provide legal and/or tax advice and are not responsible for advising him/her on the laws

pertaining to his/her transaction. Citibank Bahrain does not provide continuous monitoring of existing customer holdings.

People's Republic of China

This document is distributed by Citibank (China) Co., Ltd in the People's Republic of China (excluding the Special Administrative

Regions of Hong Kong and Macau, and Taiwan).

Hong Kong

This document is distributed in Hong Kong by Citibank (Hong Kong) Limited ("CHKL"). Prices and availability of financial instruments

can be subject to change without notice. Certain high-volatility investments can be subject to sudden and large falls in value that could

equal the amount invested.

India

This document is distributed in India by Citibank N.A. Investment are subject to market risk including that of loss of principal amounts

invested. Products so distributed are not obligations of, or guaranteed by, Citibank and are not bank deposits. Past performance does

not guarantee future performance. Investment products cannot be offered to US and Canada Persons. Investors are advised to read

and understand the Offer Documents carefully before investing.

Indonesia

This report is made available in Indonesia through Citibank N.A., Indonesia Branch. Citibank N. A., is a bank that is licensed,

registered and supervised by the Indonesia Financial Services Authority (OJK).
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Country Specific Disclosures

Korea

This document is distributed in South Korea by Citibank Korea Inc. Investors should be aware that investment products are not
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