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With global market volatility in 1H 2016, there have been definite winners and losers. 

Since its trough in mid-February 2016, oil price has increased 89%, crossing US$ 50/

bbl, helping inflation to pick up modestly. Equity markets performance was mixed 

while gains from bonds range upward of 9%. 

A soft earnings outlook leads us to retain only a modest overweight in equities.  

We believe that greater opportunities lie within selected sectors, as highlighted in  

this report. 

The commodity complex has turned the corner, led by oil, and is unlikely to return to 

its 1Q16 lows. As Citi analysts warm up to the commodity theme, we prefer to express 

it via an overweight on the Energy sector. We are reluctant to chase any positive short 

term momentum in the Materials sector, as it may take a few years for the excess 

capacity, especially in the bulk commodities, to be absorbed. 

The political and economic uncertainties arising from Brexit are likely to keep global 

policy rates low. This, coupled with a weak economic backdrop, bodes well for fixed 

income. Importantly, inflationary expectations are expected to remain contained. 

In an environment where long term bond yields are expected to remain anchored, 

we believe that longer duration investment grade corporate bonds offer relatively 

attractive carry. High yield bonds are also expected to generate positive returns 

although we prefer to retain a quality bias within the sector. 

On the currency front, Citi analysts expect USD strength in the short term but the 

upside may be more limited over the next 6-12 months. With Asian currencies expected 

to be weighed down by a weaker CNY, USD assets are likely to remain attractive for 

Asian investors.

The slower growth environment has potentially made investors more sensitive to 

risk events globally. The outcome of the UK vote to leave the European Union after  

43 years of membership had surprised financial markets. Citi analysts are monitoring 

market developments but acknowledge that both risks and opportunities exist. While 

current market dynamics may be challenging,  reforms in various markets could bring 

about positive changes. 

For the rest of 2016, Citi analysts expect 
global economic growth to stay subdued 
and markets to remain volatile. The Brexit 
outcome further weighs on global growth 
which was soft to begin with. This does not 
mean that there is a shortage of investment 
opportunities. It just means that investors 
will need to work harder for their returns.
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TIME TO BE SELECTIVE

L O W  G L O B A L  G R O W T H 

1
Although fears around 
a global recession 
have receded, global 
growth remains low. 
Citi expects global real 
gross domestic product 
(GDP) growth of 2.4% 
in 2016. Against a weak 
global growth backdrop, 
accommodative 
monetary policy may 
be needed to support 
equity markets. 

Source: Citi Research. As of 25 May 2016.

GLOBAL GROWTH REMAINS LOW 

Growth took centre stage during the talks at the Group of Seven 

(G-7) summit held in Shima, Japan in May. Leaders of the advanced 

economies pledged to work together to achieve strong growth, as 

they stressed their "special responsibility" to lead global efforts to 

avoid falling into another crisis. However, the leaders stopped short 

of arriving at a coordinated economic plan to rekindle global growth.   

The International Monetary Fund (IMF) in its latest World Economic 

Outlook (WEO) warned that a sluggish pace of global growth may leave 

the world economy more exposed to risks. The IMF officials indicated 

that low growth means less room for policy errors. Persistent slow 

growth creates a vicious cycle where lower demand and investment 

further depresses output. See Figure.

Citi’s 2016 and 2017 growth forecasts 
have declined over time
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TIME TO BE SELECTIVE   1

Citi expects global real GDP growth of 2.4% in 2016, which will mark the lowest 

growth rate since 2009. Global growth has remained below its long-term average 

of around 3% for five consecutive years. Emerging markets are expected to grow 

at 3.7% in 2016, underperforming relative to average growth rates of the last few 

decades. There are also concerns over the momentum of the advanced economies 

which is forecasted to grow around 1.5% in 2016. Over in the US, economic indicators 

have disappointed expectations over the course of the year. See Figure.    

One of the main sources of drag for the world economy may have been the 

uncertainties arising from political events, economic and monetary policies in recent 

years. These included the ‘Grexit’, the US ‘fiscal cliff’, the Chinese currency regime and 

most recently, the UK referendum. Brexit is expected to have the largest impact on UK 

and European growth. Global ex-EU GDP may be lowered by about 0.1-0.2pp over the 

next three years. Downside risks to global growth persist with many open issues, such 

as the US elections in 2016, China’s economic transition or the effectiveness of the 

quantitative easing programs undertaken in Europe and Japan.   

In response to lower growth, major central banks have stepped up easing efforts.  

The ECB has implemented negative interest rates and corporate bond purchases.  

The BoJ has also expanded its policy toolkit to include purchases of equity ETFs and 

Citi Economic Surprise Index vs. S&P 500 Index
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ECONOMIES GROWTH IN 2016

Source: Bloomberg. As of 7 June 2016.
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1   TIME TO BE SELECTIVE

REITs. Following Brexit, an expansion of the QE programmes in Europe and Japan 

cannot be ruled out. However, it is widely acknowledged that the incremental boost 

from monetary stimulus may be diminishing and the side effects could be rising. Going 

forward, governments will need to provide stronger fiscal support or adopt the “three-

pronged strategy” of combining monetary and fiscal stimulus with structural reforms.

TIME TO BE MORE SELECTIVE 
Low growth tends to weigh on corporate earnings, as companies may be reluctant 

to invest and consumers spend less. In theory, weak earnings growth may cap the 

upside in equities. 

Against this backdrop, policymakers are likely to keep monetary policies 

accommodative, which can be supportive of equity markets. By keeping interest 

rates low to stimulate spending and growth, this means lower returns on less risky 

assets such as government bonds or deposits. This in turn encourages investors to 

look to riskier assets for higher returns. 

In a low/negative interest rate environment, income-starved investors can look to 

generate higher yields with credits and equity dividends. The search for yield is likely 

to remain a dominant market driver for the rest of 2016 and potentially beyond. 

With investors potentially taking on more risk than what they are previously used to, 

markets are likely to remain volatile. The slower growth environment could probably 

make investors more sensitive to potential risk events globally as well.

Despite a low growth environment, Citi analysts believe that opportunities still exist 

but investors need to be more selective. Our strategy continues to focus on high 

quality credits, dividends and selected equity sector opportunities.

Key Takeaways

•	 Low	growth	tends	to	be	accompanied	by	low	interest	rates.	 
In	a	low/negative	interest	rate	world,	investors	may	be	taking	 
on	more	risk	than	they	are	used	to.	This	adds	to	market	volatility.		

•	 The	search	for	yield	is	likely	to	remain	a	dominant	market	driver	 
for	the	rest	of	2016	and	potentially	beyond.	

•	 In	a	low	growth	environment,	we	remain	highly	selective.	 
Our	strategy	continues	to	focus	on	high	quality	credits,	 
dividends	and	selected	equity	sector	opportunities.

L O W  G L O B A L  G R O W T H 
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TRANSITION ON TRACK

C H I N A

2
After a short-lived 
credit-fueled recovery 
in 1Q16, the Chinese 
authorities have 
re-affirmed their 
commitment to 
structural reforms. 
Citi analysts continue 
to favour sectors that 
are likely to benefit 
from China’s ongoing 
economic transition. 

STILL COMMITTED TO REFORMS

The Chinese economy enjoyed a credit-fueled recovery in 1Q16, growing 

6.7% yoy. However, the continued rise in borrowing led investors to 

worry that faced with a slowing economy, the Chinese authorities 

would favour growth over reforms. 

An interview with an “Authoritative Person” in the official newspaper 

of China’s Communist Party, the People Daily’s in early May could 

help put investors’ concerns at rest. During the interview, it was 

acknowledged that stimulus-driven growth was unsustainable and 

reforms continue to be at the heart of the Chinese government’s 

policies. Going forward, the Chinese government is likely to focus on 

cutting excess capacity, deleveraging, allowing unviable companies to 

fail and targeted infrastructure spending. While the number of bond 

and loan defaults may rise against this backdrop, Citi believes that it 

is unlikely to destabilize China’s financial system as more than 90% of 

Chinese companies have interest coverage >1x. See Figure.

Source: WIND and Citi Research. As of 26 April 2016.
Analysis covers RMB2.5tr of corporate bonds, RMB20tr industrials’ 
and RMB9tr of listed companies’ debt.
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C H I N A

Citi remains confident in China’s transition over the medium term. The economy is 

expected to experience a prolonged L-shaped recovery and earnings growth is likely 

to remain challenging. Against this backdrop, for the equity markets, we continue 

to focus on sectors that could benefit from China’s ongoing economic transition to 

a more consumption-driven economy. This includes the Technology, Airlines and 

Consumer Discretionary sectors. In the medium term, we continue to prefer H-shares 

over A-shares on the back of more attractive valuations. On a 12-month forward price 

to earnings basis, the CSI 300 is trading at a 28% premium over MSCI China.

MSCI INCLUSION TO RAISE A-SHARES’ STRATEGIC IMPORTANCE 

In June, MSCI announced its decision not to include Chinese A-shares into its indices. 

The index compiler cited the need for additional improvements in the accessibility of 

the A-share market for the decision. Citi analysts believe that the liquidity impact of an 

inclusion would probably have been more symbolic than real. At a 5% A-share inclusion 

factor, A-shares will account for around 1% of both MSCI EM and MSCI Asia ex Japan. 

This represents US$20b of allocation versus US$70b of A-shares currently held by 

foreign investors. US$20b also amounts to only 0.67 days of total A-share turnover.

Given China's current underrepresentation in global equity benchmarks, Citi analysts 

believe that an inclusion is inevitable eventually. This may gradually raise A-shares’ 

strategic importance to global investors, especially given the A-share market’s high 

exposure to the health care, consumption and new manufacturing themes. At a 100% 

inclusion factor, which could take place after 2020, China A-shares can potentially 

account for 18.9% and 21.2% of MSCI EM and MSCI Asia ex Japan Index respectively. 

After 2020 (with 100  A-share inclusion factor)

28% 

PREMIUM OVER MSCI CHINA 
BASED ON CSI 300 TRADING 
AT 12-MONTH FORWARD PRICE 
TO EARNINGS BASIS

Country	Weight	of	MSCI	EM	(with	ADR	and	100% of A-share)
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TRANSITION ON TRACK   2

Source: MSCI and Citi Research. As of 13 April 2016.

See Figure. This could probably come at the expense of the other Asian markets in 

these indices.

MORE CNY WEAKNESS AHEAD 
Citi analysts believe that the CNY is likely to resume a depreciation path against the 

USD in 2H16 on the back of the Fed’s interest rate normalisation. This could cause 

capital outflows to continue. As such, our economists forecast four more Reserve 

Requirement Ratio (RRR) cuts this year to inject liquidity and prevent money market 

rates from rising. Overall, the CNY will need to become more flexible, reflecting 

the economy’s adjustment to a regime of lower medium term growth. We see the 

CNYUSD at 6.75 in 6-12 months. CNY weakness could in turn weigh on most other 

Asian currencies.

Key Takeaways

•	 The	Chinese	government	is	likely	to	continue	focusing	on	cutting	
excess	capacity,	deleveraging,	allowing	unviable	companies	to	fail	
and targeted infrastructure spending.

•	 Citi	analysts	continue	to	prefer	H-shares	over	A-shares	on	the	back	
of	more	attractive	valuations	and	favour	the	Technology,	Airlines	
and	Consumer	discretionary	sectors.

•	 Citi	analysts	expect	more	CNY	weakness	ahead,	which	could	in	turn	
weigh on most Asian currencies in 2H16.
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LOWER FOR LONGER

U S  R AT E  H I K E 

Citi analysts believe 
that heightened Brexit 
uncertainty has raised 
the bar for normalisation 
in the US. Previous 
cycles prove that the 
path of tightening, and 
not the timing is more 
critical for market 
direction. With a gradual 
path of tightening 
expected, Citi analysts 
believe that the backdrop 
remains constructive for 
fixed income assets. 

CITI ANALYSTS EXPECT A DECEMBER LIFT OFF

The Federal Open Market Committee (FOMC) lists three conditions for 

the resumption of policy normalisation: more robust real GDP growth, 

firmer labour market conditions; and greater confidence that consumer 

inflation may converge on the 2% target over the medium-term. 

However, the recent Brexit vote amplifies uncertainty with 

unprecedented economic and political considerations whose impact 

on global economic activity is difficult to discern. Fed policy remains 

sensitive to market sentiment, and the FOMC is unlikely to do anything 

that could be disruptive. Such heightened uncertainty and market 

sensitivity raises the bar for normalisation plans. As such, Citi analysts 

have delayed our call for the next hike to December. See Figure. 

3

Implied	probability	of	hike	in	December		 								

Source: Bloomberg. As of 28 June 2016.
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LOWER FOR LONGER   3

Source: Citi Private Bank and The Yield Book. As of 9 May 2016.

LOWER FOR LONGER

Previous cycles prove that the path of tightening is more critical for market directions 

than the timing. Citi analysts expect a gradual path through 2016 and beyond. We 

forecast the Fed Funds rate may average 0.75% in 4Q16 and 1.25% in 4Q17. With a 

slower pace than previously expected, the impact of the actual lift-off may not be 

as severe as the market capitulation last summer. That said, markets may see some 

short-term volatility post the next rate hike. 

While the Fed’s normalisation process is likely to push short-term rates higher, longer 

term rates may remain anchored. Citi analysts believe that the long term rates may 

be contained given the high demand for carry in a world of more and more negative 

yields. See Figure. As a result, the US Dollar yield curve may see a flattening bias. 

This is one of the reasons why Citi analysts remain comfortable with longer duration 

positioning within US fixed income. If US rate hikes reflect greater resilience of the US 

economy, this can also be positive for US credits.  

US	Treasury	yields	vs	Global	Investment	Grade	
sovereign	debt	yields	 								
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Interest rate differentials and safe haven demand may also support US Dollar strength 

in the next 3-6 months. For more insights on the US dollar, please refer to “Section 4: 

Currencies – Near Term Dollar Strength”. 

It is not conclusive whether rising bond yields are good or bad for equities. History 

shows instances of both. During the periods of 1992-1994 and 2003-2006, short term 

rates rose more than long term rates. This period was associated with improving S&P 

500 returns. However, since 2014, rising short term bond yields have been associated 

with deteriorating S&P 500 returns. 

Rising rates can lead to stronger equity market performance if accompanied by 

stronger economic and earnings growth. At some stage, overly high interest rates 

may start to hurt earnings and equity markets, but we are probably not at that point. 

For now, earnings growth will probably dictate the direction of equity markets. While a 

modest earnings growth forecast of around 3% for 2016 leads us to have only a slight 

overweight position in global equities, Citi analysts believe that there are pockets of 

strength in a number of sectors. Please refer to “Section 6: Equity Sectors - Alpha 

Over Beta”.     

US Dollar strength remains a key risk to EM equities. As such, Emerging Markets may 

benefit from a dovish Fed and investor perception that the region seems more insulated 

from the developments in Europe. While emerging market currencies, especially of 

economies with large current account (CA) deficits may come under more pressure, 

Citi analysts note that CA balances in EM are healthier now than during the previous 

market rout in 2013.

Key Takeaways

•	 With	a	slower	pace	of	rate	hikes	than	previously	expected,	the	
impact	of	the	actual	lift-off	may	not	be	as	severe	as	the	market	
capitulation in 2013. 

•	 Rising	rates	can	lead	to	stronger	equity	market	performance	if	
accompanied	by	stronger	economic	and	earnings	growth.	

•	 While	emerging	market	(EM)	currencies	may	come	under	more	
pressure	from	higher	US	rates,	Citi	analysts	note	that	the	current	
account positions are healthier now than during the previous 
market rout in 2013. 

3   LOWER FOR LONGER

U S  R AT E  H I K E 
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NEAR TERM DOLLAR 
STRENGTH 

C U R R E N C I E S

Citi analysts expect 
broad USD strength for 
the rest of 2016 with 
Fed tightening and policy 
divergence re-emerging 
as major drivers. 
Longer term, global 
fundamentals and the 
evolving risk backdrop 
could matter more to 
the FX market than rate 
differentials. 

FURTHER GAINS EXPECTED FOR THE DOLLAR

Brexit represents a shock that takes global risk aversion higher, 

risk free yields down and equity prices lower. This is all likely to be 

supportive for USD, at least while the risk correction persists, global 

growth and inflation expectations look fragile and policy responses 

appear insufficient. Citi analysts forecast that the dollar index could 

rise to 97.51 over the next 0-3 months.

At the point of writing, the futures market is pricing a 12% probability 

of a rate hike in 2016, down from 45% in May. Citi analysts believe that 

this is too dovish. The disconnect between Fed’s eventual action and 

the market’s dovish expectations may help support the USD.

Whether the USD rally can extend beyond 3-6 months is likely to 

depend on a number of global risk factors and the policy responses 

undertaken to address them. USD strength could fade if the negative 

feedback between US rates, the dollar and the economy come into 

play. Reflecting this uncertainty, Citi analysts expects the Dollar Index 

to fall to 94.13 over the next 6-12 months.

2010 2011 2012 2013 2014 2015 2016 2017 2018

DM & EM – Forecasts Paths         

Source: Citi Research and Bloomberg. As of 27 June 2016. 
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C U R R E N C I E S

97.51
DOLLAR INDEX MAY RISE TO

OVER THE NEXT 3-6 MONTHS

ECB,	Fed	and	BoJ	Balance	Sheets

WEAKNESS FOR THE EURO, YEN, POUND AND THE COMMODITY BLOC

Central banks in Europe and Japan remain under pressure to do more to boost 

growth and inflation, realising the consequences of failure would send their fragile 

economies into yet another deflationary spiral. As such, Citi analysts expect the 

BoJ and ECB to continue to expand their balance sheets through further asset 

purchases. See Figure. Against this backdrop, the EUR is likely to trade towards the 

lower end of the 1.10 – 1.13 range for the remainder of this year. The BoJ is expected 

to cut the policy rate further in July, which would result in a weaker JPY. Citi’s 

USDJPY forecasts stand at 104 for December 2016. 

Following the UK referendum on 23 June, the biggest Brexit impact is obviously on 

GBP. The UK has a large triple fiscal, trade and current account deficit. While the fiscal 

numbers have improved since the 2009 lows, the general government deficit is still 

around 4% of GDP and IFS estimates suggest a further cost from a Brexit-related 

growth slowdown of £20-40bn or about 0.4-0.8% of GDP. Aside from trade risks, GBP 

is also vulnerable to the political fallout from Brexit including the resignation of PM 

Cameron. Citi analysts see GBP lower medium term as the UK economy adjusts to this 

shock and forecast lows in GBP/USD of 1.25 and GBP/JPY of 131. 

Source: Citi Private Bank and Bloomberg. As of 16 May 2016.
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NEAR TERM DOLLAR STRENGTH     4

The commodity bloc (AUD, NZD & CAD) remains vulnerable to further weakness 

in key commodity prices (especially base metals for AUD and milk for NZD) amid  

a more hawkish Fed. Moreover, inflation underperformance in both Australia and 

New Zealand also put pressure on the RBA and RBNZ to ease policy further to boost 

inflation expectations. 

CNY MAY WEIGH ON ASIAN CURRENCIES

Finally, within Asia EM, recent macroeconomic data from China seems to be re-igniting 

concerns about the health of economy, suggesting the heavy industry-led recovery 

remains fragile and may not be sustained. Capital outflows can thus be expected to 

continue, and the re-pricing of the US rate trajectory is likely to add further to the 

already strained capital account leading to further CNY depreciation. 

Citi analysts expect the CNY to depreciate against the US dollar with their USDCNY 

forecasts at 6.6 for the short term and 6.75 over the next 6-12 months. With the CNY 

seen as a critical anchor to emerging Asian currencies, such headwinds from the CNY 

are likely to lead to renewed currency weakness in the rest of Asia EM.

Currency volatility can have a big impact on portfolio returns, as many international 

investors have experienced over the last decade. Given that the currency market is 

likely to remain volatile, there are opportunities for investors to add to their portfolio 

returns by diversifying their currency exposure. USD assets, in particular US corporate 

bonds, are likely to remain attractive to Asian investors.

Key Takeaways

•	 Citi	analysts	see	the	GBP	lower	medium	term	as	the	UK	economy	
adjusts to the Brexit outcome. 

•	 Citi	analysts	expect	USD	strength	in	the	short	term	but	the	upside	
may	be	more	limited	over	the	next	6-12	months.	

•	 With	Asian	currencies	expected	to	be	weighed	down	by	a	weaker	
CNY,	USD	assets	are	likely	to	remain	attractive	to	Asian	investors.	
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Dividend yields are 
higher than government 
bonds in almost all major 
developed economies. 
This is likely to be  
a key support for equity 
markets, until earnings 
growth recovers. 

EARNINGS ARE WEAK 

Citi economists’ current forecast of 2.4% for global economic growth 

is consistent with Earnings-Per-Share (EPS) growth of 2.7% in 2016. 

We are concerned that consensus earnings forecasts are too high and 

risks remain to the downside. Having said that, analyst downgrades are 

not necessarily fatal for equity markets. The annual median global EPS 

growth forecast downgrade since 1988 has been -7ppt, but the median 

annual stock market gain has still been +13%. Including 2015, analyst 

forecasts have been too high in 20 of the last 28 years. But out of those 

20, share prices have risen in 12.

BUT VALUATIONS ARE REASONABLE

The MSCI AC World benchmark currently trades on a trailing PE of 

18.5x, slightly above the long run median of 17x. On this basis, global 

equities do not look especially cheap (they hit just 12x in the Eurozone 

crisis), but neither are they especially expensive. At the same time, 

equity valuations still look compelling when compared to fixed income. 

The Figure below shows that most equity markets yield more than 

government bonds in all the major DM economies. Given the low 

interest rate environment in most economies, the dividend yields from 

equities are likely to remain attractive to investors.

Global Trailing EPS, DPS and Prices

Source: Citi Research. As of 5 May 2016.
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DIVIDEND SUPPORT     5

Dividend Yield & 10Yr Government Bond Yields ( )         

Source: Citi Research and Datastream. As of 6 April 2016.

DEVELOPED MARKETS 

In Europe, equities are looking cheap against government and corporate bonds 

and the ECB’s latest policy actions may provide some support. Nevertheless, we 

caution that European equities may be weighed down by Brexit contagion risks and 

a weaker economic outlook, although exporters may benefit from a weaker euro. 

Overall, we have turned more cautious on European equities and set Stoxx Europe 

600 target of 310 by end-2016. We also lower exposure to European Financial 

sectors. In particular, UK domestic banks and peripheral banks with weak balance 

sheets appear to be more vulnerable. 

Citi analysts forecast EPS growth of +8.0% in FY16 in Japan. The windfall from last 

year’s yen depreciation looks set to unwind, meaning earnings growth may slow 

sharply, especially in high-tech sectors and those that depend on external demand. 

Consensus EPS forecasts look optimistic, and we expect them to come down sharply in 

the months ahead. Given that we are increasingly concerned about the effectiveness 

of BoJ policy in weakening the yen and supporting the stock market, we are now 

neutral on Japanese equities.

In the US, subdued sentiment and valuation parameters appear supportive. Demand 

for USD assets post the Brexit outcome may also lend some support. However, 

we are neutral US equities due to expected EBIT margin pressures, the impact of 
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additional Fed rate hikes and political uncertainties later in the year. We see large-caps 

outperforming small-caps.

EMERGING MARKETS 

Within Emerging Markets (EM), Asia continues to have the best earnings story 

with EPS still at 16% above pre-GFC peak. The sector to watch within Asia would be 

Financials as they are the largest contributor to total earnings. Asia also remains 

attractively valued at below mean PBV. At its current 1.4x Price-to-Book Value (PBV) 

level, Asia still has a long way to go before the cycle ends with peak PBV of 3x. Within 

the EM, we favour Asia over CEEMEA and LatAm.

When stripping out commodities, we find forecasted profit growth in CEEMEA for 2016 

to be +12.7%. We still see earnings downgrades hanging over the region, in part due 

the subtrend growth path the economies appear stuck in. At the same time however, 

linkages to the oil price mean headline earnings growth numbers could swing in either 

direction. Although PE valuations have re-rated by more than 10% ytd, CEEMEA still 

trades as the cheapest region in EM. South Africa stands as the exception to this, with 

the market still trading at a 30% premium to its long-run valuation average. 

Over the last few years, earnings in US$ terms have been on a declining trend, with 

LatAm down 68% from the pre-GFC peak. The cause of the weak margins then and 

now is quite different. Back then, the drag came from large losses within the banking 

system; this time commodities are to blame. Given what has happened to earnings in 

LatAm, the P/E chart is not a pretty one. On a trailing basis, LatAm in aggregate is at 

20.8x P/E or 2.3 standard deviation (sd) above mean. By no means are we suggesting 

more bearishness on LatAm, where sentiment is already the worst in an EM context. 

However, LatAm's woes are linked to global issues, and thus investors should not get 

carried away by the enthusiasm triggered by political change. 

Key Takeaways

•	 Citi’s	current	forecast	of	2.4 	for	global	economic	growth	is	
consistent with Earnings-Per-Share (EPS) growth of 2.7  in 2016.

•	 Given	the	low	interest	rate	environment	in	most	economies,	 
the	dividend	yields	from	equities	are	likely	to	remain	attractive	 
to investors. 

•	 Within	Emerging	Markets,	we	favour	Asia	over	CEEMEA	and	LatAm.	
Asia	remains	attractively	valued	and	continues	to	have	the	best	
earnings	story	in	the	region.

E Q U I T I E S

5   DIVIDEND SUPPORT 

2.7% 

GLOBAL EPS GROWTH 
FORECAST IN 2016
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ALPHA OVER BETA

E Q U I T Y  S E C T O R S 

Rising oil prices, 
structural trends and 
shifting dynamics 
reveal selected sector 
opportunities. Citi 
analysts are overweight 
Energy, Technology  
and Health Care. 

Citi Strategists’ Sector Positions

Source: Citi Research. As of 27 June 2016
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On a global basis, we are Overweight Technology as it scores well 

on free cashflows and balance sheets remain strong. Citi’s analysis 

highlights secular growth opportunities such as “Car of the Future”, 

the selective smartphone supply chain, large-scale M&A in the chip 

industry and restructuring in Japanese tech names. Slowing demand 

in China is however a concern. In an environment where GDP growth 

is low, companies are seeking new ways to cut costs and improve 

productivity. This could translate to investments on the technology 

front. There could be upside to consensus estimates growth of 4% 

in 2016E and 12% in 2017E. The sector also trades at 15x 2017E PE, 

roughly in-line with MSCI World. 

6
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At the same time, Citi’s upgrade of Energy to Overweight reflects a continued warming 

to the commodity theme. Oil markets continue their supply-side rebalance, with Citi 

expecting end-16 prices above $50/bbl. In Citi’s view, the sector’s current Return-On-

Equity (RoE), a measure of profitability, of 4% could expand to 7-10% in 2018 as oil 

prices recover. Furthermore, Citi analysts also expect the energy sector to exercise 

discipline over costs and investment. M&A activity also cannot be ruled out. At 1.3x 

book value, the sector is trading at a 40% discount to MSCI World, while dividend 

yield of 4% also adds to the attractiveness of this theme.

Amongst the defensives, our favourite is Health Care. The sector’s re-rating over the 

past 3 years came to a halt in August 2015 on concerns that drug prices in the US could 

fall with an incoming government. After rising more than 130% from 2011 to 2015, the 

MSCI World Healthcare Index has fallen 13% from its high. Recent underperformance 

has brought valuations back into attractive territory. The rapidly aging demographics 

in many developed economies suggest that the Health Care sector is likely to expand 

its share of the economy. Given the stress on national healthcare budgets globally, 

demand for cheaper alternatives is likely to rise. Companies that are exposed to the 

growth of generics are likely to benefit. On the whole, earnings are expected to grow 

6.7% for 2016 and 11.1% in 2017. 

Our commodity analysts are more positive on the outlook for oil than metals, hence 

our preference for Energy over Materials, where we are Neutral. We are reluctant 

to chase any positive short-term momentum, as it may take a few years for excess 

capacity to be absorbed. 

Concerns about net interest margins mean we cut Financials to Neutral on a global 

basis. In the US, we like the Banks as they benefit from below-cycle loan losses. Higher 

rates in the US could also help lift net interest margins. In Europe, the sector is back 

towards its post-1980 lows on Price-to-Book-Value (PBV) and is back to its 40-year 

Price-to-Earnings (PE) relative lows. However, we are cautious overall as valuation 

support is unlikely to be enough to mitigate the effects from the Brexit contagion risk. 

Similarly, we are cautious on Japanese Banks as long as the central bank’s policies 

continue to exert powerful downward pressure on interest rates. EM Banks are in the 

middle of an NPL deterioration cycle although valuations are close to decade lows 

in many countries. Overall, the sector trades at 12x 2016E PE, a 25% discount to 

MSCI World. Consensus EPS growth is expected at 2% in 2016E and improving to 

10% in 2017E.

4% 

ENERGY SECTOR EXPECTED 
DIVIDEND YIELD

E Q U I T Y  S E C T O R S 
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Despite the prospect of a rising interest rate environment in the US, Citi analysts think 

the low unemployment and stable housing may continue to support consumers and 

thus we stay Neutral Consumer Discretionary. At 15.9x consensus 2016E PE, the 

sector is trading in line with MSCI World.

Similarly, Citi analysts retain our Neutral stance on Telecoms. We see improving 

prospects for monetisation of mobile data following investment in 4G networks in 

Europe and Asia. This could lead to a recovery in earnings in Europe but this appears 

to be priced in. US wireless operators are facing rising input costs, which could pose  

a risk to earnings. The sector trades at 16x 2016E PE, in line with MSCI World.  

Amongst our Underweights, Consumer Staples is the most expensive sector, trading 

at 21x 2016E PE. 2016 earnings expectations for the sector have come down to 5% 

currently due to stronger currency headwinds. Citi analysts remain concerned about 

tepid top-line growth and exposure to the EM slowdown. 

Likewise, high capital expenditure and extended balance sheets mean that Utilities 

score poorly on our free cashflow measures. We expect a 3.8% 2016E EPS growth 

on a global basis, with Europe and EM earnings decline partially offset by US EPS 

recovery. Both sectors could be vulnerable to an increase in bond yields if investor 

concerns about a global recession abate.

Finally, Citi analysts are Underweight Industrials. Following a small decline in 2015, 

sector EPS is forecast to grow by 7% in 2016E but the near-term momentum is likely 

to remain challenged by continued EM slowdown. Concurrently, valuations do not 

look attractive. At 2.5x book value, the sector is trading at a 25% premium to MSCI 

World. Citi analysts are thus reluctant to chase the recent rally. This remains our 

least favoured cyclical sector and is likely to underperform if concerns about a global 

recession re-emerge.

Key Takeaways

•	 We	are	Overweight	Technology	as	it	scores	well	on	free	cashflows	
and	balance	sheets	remain	strong.

•	 Expectations	of	a	higher	oil	price	mean	we	upgrade	Energy	to	
Overweight.	The	sector	is	trading	at	a	40�	discount	to	MSCI	World,	
while	dividend	yield	of	4�	appears	attractive.

•	 Amongst	the	defensives,	our	favourite	is	Health	Care.	Recent	
underperformance	has	brought	valuations	back	into	attractive	
territory.

ALPHA OVER BETA     6
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Citi analysts expect 
yields to be anchored 
as the bar for the Fed’s 
normalisation rises post 
Brexit. Investment Grade 
and High Yield credits 
remain attractive from  
a risk reward perspective.

CONSTRUCTIVE BACKDROP FOR FIXED INCOME

Weak growth (but no recession), low rates for longer and subdued 
inflationary pressures bode well for fixed income. Given heightened 
economic and politic uncertainties, coupled with Fed’s sensitivity to 
market sentiment, Citi analysts expect the Fed to delay the next hike 
to December.

DEVELOPED MARKET SOVEREIGNS – PREFER LONGER 
DURATION STRATEGIES IN THE US AND EUROZONE

We maintain our long duration bias in high quality, US dollar fixed 
income. US rates are still attractive versus other developed bond 
markets and core inflation is expected to remain subdued. Further 
curve flattening is expected, though limited to the pace of US policy 
tightening which Citi analysts expect one rate hike in December.  
We also favour US Treasury Inflation Protected Securities (TIPS), where 
higher energy prices could support lower real yields.
 
Meanwhile, 40% of all Eurozone (EZ) sovereign debt already yields 
less than zero and net supply is expected to remain negative all 
year. This may likely force investors to extend duration for positive 
yields. Citi analysts continue to favour long duration opportunities as 
European Central Bank (ECB) policy supports lower yields and flatter 
sovereign curves. Periphery markets have lagged core Eurozone 
sovereigns, as political concerns weigh on performance.

EMERGING MARKET DEBT – SELECTIVITY IS KEY

We are neutral on EMD, but within that space, we favour Latin America 
debt, particularly in Argentina. The reemergence of Argentina into 
capital markets has created an attractive opportunity, in our view. 
10-year USD Argentina (B3/B-) sovereign debt yields ~7.3% or 200bp 
wider than Brazil. We would expect this relationship to narrow, 
especially when Argentina debt becomes index eligible. We also find 
value in select Brazil corporates and quasi-sovereigns. In contrast, we 
see limited value in Eastern European markets, though stronger oil 
is supportive for Russia bonds and FX. In Asia, we are becoming less 
constructive, especially in HY credit, where rising defaults and China’s 
fundamental challenges pose a risk to recent outperformance. Rising 
oil may also weigh on Asian currencies and spreads as the region is 
primarily a net oil importer.

INVESTMENT GRADE – FAVOUR SELECT ISSUERS IN US 
ENERGY AND FINANCIALS

US Investment Grade (IG) corporate bond spreads continue to benefit 
from improving risk appetite. Since the February lows in crude oil prices, 

EXPECT YIELDS  
TO BE ANCHORED 

F I X E D  I N C O M E 
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IG energy corporate bonds have gained 13.0%. In our view, US IG credit spreads 

today appear fully valued and it would not be surprising to see some near term risk 

consolidation. That said, pockets of opportunities still exist, especially in financials and 

energy-related sectors. Despite the strong rally, 10-year energy spreads at +240bp and 

yields around 4.25% still look relatively attractive. We believe additional improvements 

in crude oil prices may likely keep demand strong and promote further spread tightening.

In Euro IG credit, spreads continue to improve following the ECB announcement to 

buy corporate debt, though the pace of tightening has slowed. Long-duration has 

significantly outperformed +11% YTD as investors move along the curve for higher 

yields. See Figure. With yields so low, and more attractive opportunities elsewhere, 

further spread compression may likely be modest. Despite the UK’s exit vote from 

the EU, we continue to favour Euro Financials with strong balance sheets or more 

insulated sectors (French banks) over the longer term. In the near term however, there 

may be further downside given that EU disintegration risks may become a serious 

market focus in the months ahead.

Investment Grade Corporates: Long-duration has outperformed 
across maturities         

Source: Citi Research. As of 5 May 2016.

HIGH YIELD (HY) – OVERWEIGHT US AND EUROPE

US High Yield (HY) has enjoyed tighter spreads, lower yields and continued 

outperformance on the back of higher oil prices. As a whole, the US HY market has 

gained 7.2% for the year. See Figure. Citi analysts remain overweight on US High 

Yield (HY) debt. Energy-related sectors remain attractive, though performance will be 
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Higher	oil	has	fueled	outperformance	in	US	High	Yield	debt

reliant upon stability in crude oil prices. Defaults are likely to rise, therefore we focus 

on higher quality energy issuers. 

Performance in Euro HY has been less impressive, though still generating decent 

returns. Despite the relative lack of energy exposure, Euro HY managed to gain 3.8% 

for the year. Spreads are benefitting from the introduction of ECB corporate bond 

purchases and improving risk sentiment. ECB QE is likely to remain intact for the next 

several years, and this may support the incessant demand for higher yields. Though 

Euro markets are susceptible to EM shocks or changes in Fed expectations, credit is 

likely to remain relatively resilient. 

Key Takeaways

•	 Inflationary	pressures	are	projected	to	remain	weak.	This	supports	
our	favourable	view	on	longer	duration	assets	as	the	US	yield	curve	
flattens	further	and	long-dated	Treasury	yields	remain	anchored	
near current levels.

•	 Pockets	of	opportunities	still	exist	in	US	Investment	Grade	
corporates,	especially	in	Financials	and	Energy-related	sectors.

•	 Citi	analysts	favour	both	the	US	and	European	High	Yield	markets.	
Energy-related	sectors	remain	attractive,	though	performance	will	
be	reliant	upon	stability	in	crude	oil	prices.

Source: Citi Research. As of 5 May 2016.
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Commodities have 
turned the corner 
and are unlikely to 
return to their early 
1Q16 lows. 

COMMODITIES RECOVER

The recovery in the commodity complex started in the oil sector, where 

market fundamentals are tightening much faster than Citi analysts had 

forecast at the start of the year. Across the industrial metals, markets 

are also slowly firming and prices bottoming as new projects get 

postponed and surpluses are whittled down. So too in the agricultural 

sector, where markets appear to be balancing quickly. Only in bulk 

commodities, particularly iron ore, Citi analysts see low prices enduring 

through 2018 given new cheaper discoveries. Main risks to our outlook 

are Fed rate hikes and abrupt signs of weakness in China. The former 

leading to a rising US dollar which is negative for commodity prices, 

and the latter leading perhaps to another demand-driven commodity 

sell-off.

OIL – MAY CONTINUE TO GRIND HIGHER AS THE YEAR 
PROGRESSES 

A year and a half after oil prices began plummeting from over $100, 

the market looks to have bottomed. The lows are in – with WTI crude 

oil reaching a low of $26 per barrel in mid-February – and the road 

ahead is likely to lead higher, although in a bumpy fashion. Low prices 

are finally leading to sustained supply declines, which could mean that 

oil inventories can begin to draw down over 3Q16, the first quarter to 

do so since 4Q13. Additionally, further geopolitical supply disruptions 

have tightened up markets more than expected in the short-term, in 

Nigeria, Iraq, Colombia, and most recently, briefly in Kuwait with the oil 

workers’ strikes which hit half of the country’s 3-m b/d of oil production. 

See Figure.  

On the other hand, the demand-side of the oil equation has been better 

than expected in 1Q16, with global demand estimated to have grown 

at ~1.4-m b/d y/y. This has been supported by stronger demand out 

of Asia associated with droughts as well as continued strong growth 

in Indian diesel demand. Citi analysts thus believe prices may move 

higher, with benchmark ICE Brent crude oil staying above $50 a barrel 

in 3Q16, if not earlier, and around $65 by the end of 2017.

AT AN INFLECTION 
POINT

C O M M O D I T I E S
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Global	Oil	Supply	Y/Y	Growth	(m	b/d)	 								

PRECIOUS METALS – LIKELY TO REAFFIRM ITS SAFE HAVEN STATUS 
IN 2H16

Gold – Investors have flocked to gold this year, a trend which could remain robust in 

the near term. Persistent macro uncertainty, a weak dollar and shrinking inflationary 

expectations globally helped to propel gold as one of the best asset classes year to 

date. Furthermore, the recent Brexit result in the UK referendum saw Gold benefitting 

from risk-off sentiment and Citi analysts believe that prices may test $1,350/oz or  

a bit higher into 3Q16 as more of retail and institutional ‘hot money’ increase exposure 

via gold ETFs. On the back of increased volatility, the Fed may likely require calmer 

markets and greater confidence in the strength of the domestic recovery to hike again 

in 2016. As such, Citi Economists anticipate just one rate hike in 2016 towards the end 

of the year, effectively limiting the likelihood of a correction in gold prices for the next 

two quarters. Citi analysts modestly revise our forecasts in 2016 with prices averaging 

$1,255/oz for the year (versus $1,200/oz).

$1,255/oz

IN 2016

$65
BRENT CRUDE OIL 
COULD REACH

A BARREL  BY  
THE END OF 2017

Source: Citi Research estimates. As of 17 April 2016.
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AT AN INFLECTION POINT     8

Gold Prices and US Dollar Index         

BASE METALS – MODESTLY POSITIVE ON COPPER IN 2H16 

After hitting highs of $5,131/t in March, on China driven speculation, copper pessimism 

has returned. Weak Chinese loans data in February undermined sentiment and lowered 

expectations of metal demand. However, a return to the early January pricing lows 

appears unlikely. Indeed, better than expected 1Q16 pricing has prompted an upgrade 

to Citi’s 2016 average price expectations, now at $4,730/t versus $4,650/t previously. 

A more supportive macro-environment, further signs of demand stabilisation in 

China, plus limited scope for further mine cost cuts point to a supportive 2H16 and 

2017 pricing environment.

Source: Bloomberg, Citi Research. As of 17 April 2016.
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BULK COMMODITIES – LEAST LIKELY TO SHOW ANY SIGNIFICANT 
RECOVERY 

Iron ore prices surged rapidly from the lowest $54/t in February to $70/t as of April 

21, primarily led by a surge of Chinese iron ore and steel futures prices. Supply 

disruptions also helped lift prices as major miners reported lower-than-expected 1Q 

iron ore output, leading to a weaker production guidance for the full year of 2016. 

Going forward, Citi analysts expect iron ore prices to fall in the following months after 

the recent rally, partly as restocking activities at Chinese steel mills may slow down 

in mid-2016. Current high prices could also encourage restarts at high-cost mines 

in China and abroad, while expansion plans at low-cost miners remain unchanged. 

Therefore Citi remains bearish on iron ore, and expect iron ore prices to average $47/t 

for the full year of 2016.

AGRICULTURE – PRICES MAY STABILISE 

Like energy, the agriculture complex also appears to be on the verge of rebalancing, 

Unlike the last few years when Citi held a structurally bearish view for agriculture, 

we are now neutral the sector and think a price recovery is likely into 2017/18.  

Row crop prices are already up 10-20% year-to-date on Southern Hemisphere harvest 

disruptions and improving demand fundamentals for exports and biofuels. Meanwhile, 

supply issues for equatorial soft commodities hindered by El Niňo and drought in  

SE Asia such as sugar and coffee may push prices higher into 2017.

Key Takeaways

•	 Citi	analysts	believe	Brent	crude	oil	may	continue	to	stay	above	
$50	a	barrel	in	3Q16	and	around	$65	by	the	end	of	2017.

•	 Gold	is	likely	to	reaffirm	its	safe	haven	status	in	2H16	on	the	back	
of	increased	volatility.	Further	signs	of	demand	stabilisation	in	
China point to a supportive 2H16 for Copper.

•	 Citi	remains	bearish	on	iron	ore,	and	expect	iron	ore	prices	
to	average	$47/t	for	the	full	year	of	2016.	We	are	neutral	on	
Agriculture	and	think	a	price	recovery	is	likely	into	2017/18.

C O M M O D I T I E S

8   AT AN INFLECTION POINT
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ECONOMIC GROWTH & INFLATION FORECASTS

EXCHANGE RATE FORECASTS (VS. USD)

INTEREST RATE FORECASTS

GDP Inflation

2015 2016F 2017F 2015 2016F 2017F

Global 2.6% 2.4% 2.6% 2.3% 2.6% 3.3%

US 2.4% 1.8% 2.0% 0.3% 1.3% 1.9%

Europe 1.6% 1.5% 1.1% 0.0% 0.3% 1.2%

Japan 0.5% 0.4% 0.4% 0.8% -0.1% 0.5%

Latin America -0.6% -0.7% 1.8% 12.5% 18.5% 19.8%

Emerging Europe -0.3% 1.4% 2.6% 10.2% 5.4% 4.7%

Middle East & North Africa 2.8% 1.4% 2.2% 4.3% 6.2% 5.2%

Asia 6.0% 5.7% 5.6% 2.0% 2.2% 2.6%

China 6.9% 6.4% 6.0% 1.4% 1.7% 2.1%

Hong Kong 2.4% 1.1% 1.7% 3.0% 2.3% 1.6%

India 7.6% 7.7% 7.8% 4.9% 5.6% 4.8%

Indonesia 4.8% 4.9% 4.8% 6.4% 3.9% 4.3%

Malaysia 5.0% 4.4% 4.5% 2.1% 2.1% 2.7%

Philippines 5.9% 6.3% 6.5% 1.4% 1.7% 2.9%

Singapore 2.0% 1.5% 1.7% -0.5% -0.3% 1.2%

South Korea 2.6% 2.4% 2.8% 0.7% 1.2% 2.4%

Taiwan 0.6% 1.0% 2.0% -0.3% 1.2% 1.3%

Thailand 2.8% 3.2% 3.6% -0.9% 0.5% 2.2%

Source: Forecasts from Citi Research. As of 29 June 2016.

Source: Forecasts from Citi Research. As of 27 June 2016.

Source: Forecasts from Citi Research. As of 29 June 2016. Current rates as of 29 June 2016.

3Q16 4Q16 1Q17 2Q17

Europe 1.11 1.13 1.15 1.16

Japan 104 104 105 104

UK 1.26 1.27 1.28 1.29

Australia 0.73 0.73 0.74 0.75

China 6.68 6.71 6.75 6.80

Hong Kong 7.77 7.77 7.78 7.78

India 68.9 69.5 70.0 70.0

Indonesia 13627 13665 13701 13721

Malaysia 4.11 4.11 4.10 4.04

Philippines 47.3 47.6 48.0 47.9

Singapore 1.38 1.39 1.39 1.39

South Korea 1193 1196 1199 1179

Taiwan 32.8 32.9 33.0 33.0

Thailand 36.1 36.3 36.5 36.5

 Current 3Q16 4Q16 1Q17 2Q17

US 0.50% 0.50% 0.75% 0.75% 1.00%

Europe 0.00% -0.05% -0.10% -0.25% -0.25%

Japan -0.10% -0.30% -0.30% -0.30% -0.30%

Australia 1.75% 1.50% 1.50% 1.50% 1.50%

UK 0.50% 0.25% 0.25% 0.25% 0.25%



NOTES





DISCLAIMER 
“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.

COUNTRY SPECIFIC DISCLOSURES:
Australia:  This document is distributed in Australia by Citigroup Pty Limited ABN 88 004 325 080, AFSL 238098. 

For a full explanation of the risks of investing in any investment, please ensure that you fully read and 
understand the relevant Product Disclosure Statement prior to investing.

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., Indonesia 
is a bank that is licensed, registered and supervised by the Indonesia Financial Services Authority (OJK).

Korea:  This document is distributed in South Korea by Citibank Korea Inc. Investors should be aware that 
investment products are not guaranteed by the Korea Deposit Insurance Corporation and are subject to 
investment risk including the possible loss of the principal amount invested. Investment products are not 
available to US persons.

Malaysia:  This document is distributed in Malaysia by Citibank Berhad.

People's Republic  This document is distributed by Citibank (China) Co., Ltd in the People's Republic of China (excluding the 
of China:  Special Administrative Regions of Hong Kong and Macau, and Taiwan).

Philippines:  This document is made available in Philippines by Citicorp Financial Services and Insurance Brokerage 
Phils. Inc, and Citibank N.A. Philippine Branch. Investors should be aware that Investment products are not 
insured by the Philippine Deposit Insurance Corporation or Federal Deposit Insurance Corporation or any 
other government entity.

Singapore:  This report is distributed in Singapore by Citibank Singapore Limited (“CSL”). Investment products are 
not insured under the provisions of the Deposit Insurance and Policy Owners’ Protection Schemes Act of 
Singapore and are not eligible for deposit insurance coverage under the Deposit Insurance Scheme.  

Thailand:  This document is distributed in Thailand by Citibank N.A. and made available in English language only. 
Investment contains certain risk, please study prospectus before investing. Not an obligation of, or 
guaranteed by, Citibank. Not bank deposits. Subject to investment risks, including possible loss of the 
principal amount invested. Subject to price fluctuation. Past performance does not guarantee future 
performance. Not offered to US persons.

Vietnam:  This document is distributed in Vietnam by Citibank, N.A., - Ho Chi Minh City Branch and Citibank, N.A. - Hanoi 
Branch, licensed foreign bank’s branches regulated by the State Bank of Vietnam. Investment contains 
certain risk, please study product’s prospectus, relevant disclosures and disclaimers and the terms and 
conditions for details before investing. Investment products are not offered to US persons.

United Kingdom:  This document is distributed in U.K. by Citibank International Limited. Registered office: Citibank 
International Limited, Citibank Centre, 25, Canada Square, Canary Wharf, London E14 5LB. Authorised by 
the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential 
Regulation Authority.


