WEEKLY MARKET UPDATE

14 April 2015

H-shares rally still has further to go

e Hong Kong listed Chinese equities (H-shares) sky-rocketed last week,
triggered by upward southbound flows. This outperformance is backed by
flows from HK/China investors rather than foreign flows. US/EU investors’
market share in HK dropped 6ppt to 25% in 2014 against the backdrop of
rising US$ and China’s macro concerns while HK/China investors gained

7ppt.

e Despite the rally, on-shore local Chinese stocks (A-shares) are still trading at
a significant premium versus offshore H-shares with A/H P/E premium at
35%. We believe the current A/H valuation premium may narrow to historical
average levels at 21% by end-2015 and eventually to 0% over several years
with conversions in prices in both markets through SH-HK connect or
potential SZ-HK connect.

Performance

e Global equities rose again last week with MSCI AC World reaching a new
record high of 435.93. US equities continued to post weekly gains with the
Dow Jones and S&P 500 index higher 1.66% and 2.70% respectively.

e FEuropean equities also finished the week higher with the Stoxx Europe
gaining 3.8 %. Japanese equities also rose with the Nikkei and Topix up
2.43% and 1.62% respectively.

e EM equities continue to outperform DM counterparts with the MSCI
Emerging Markets Index up 4.05% led by Russia (RTS: 7.45%). MSCI
Latin America and the MSCI Emerging Europe rose 2.81% and 5.64%
respectively while the MSCI Asia rose 4.71%.

e In China, offshore Chinese equities (H-shares) continued to outperform
local shares with the HSCEI up 10.46% versus the Shanghai Composite
which gained 4.41% last week.

Asset Allocation

e Equities — We think this bull market is maturing but not finished. At a trailing
PE of 18x, global equities are no longer cheap. But they still look attractive
compared to QE-inflated bond markets. We remain equities overweight via
Europe and Japan.

e Credit — We see further spread tightening in Europe in particular, with HY
expected to outperform IG. In the US, it is likely that spreads range trade.
Favour high quality Single-B & Double-B credits.

o Rates — We forecast divergent yield paths for the major government bond
markets in 2015. European government bonds may outperform USTSs.

e Commodities — We expect further price weakness in the short term, and a
recovery further out.

Europe and Asia enjoy positive momentum
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EM Debts continue to outperform
Accumulated 3-month Bond Index Returns
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Asian equities continue to outperform
Accumulated 3-month Equity Index Returns
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Week Ahead Key Data and Event

Date |Country| Data & Event Period | Survey | Prior |CitiFct
13-Apr ~ UN  Machine Orders MoM Feb -22% -17%  -5.0%
13-Apr  JN  PPIYoY Mar 0.4% 05%  0.7%
13-Apr ~ CH  Exports YoY CNY Mar 8.2% 48.9%  10.0%
13-Apr  CH  Money Supply M2 YoY Mar  124%  125% 126%
13-Apr  CH  New Yuan Loans CNY (Bn) Mar 1,040 1,020 1,300
14-Apr  US  Retail Sales Advance MoM Mar 1.0% -06% 12%
15-Apr  US  Industrial Production MoM Mar -0.3% 01%  -0.7%
15-Apr  CH  GDP YoY 1Q 7.0% 73%  6.7%
15-Apr  EC  ECB Deposit Facity Rate 15-Apr  -0.2% -0.2% -
17-Apr ~ US  CPIMoM Mar 0.3% 02%  04%
17-Apr  EC  CPIMoM Mar 1.1% 06% 1.1%
17-Apr  US  U. of Mich. Sentiment Apr P 94.0 93.0 93.0

Source: Bloomberg as of 10 April 2015
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Drivers and Risks By Market

United States

Driver: Citi's view is that US stock market gains may mostly match earnings growth,
especially once the Fed begins to lift rates. Equities typically climb for many months
after the first rate hike, not to mention the third year of a presidential cycle is typically
strong for equities.

Risk: Earnings face challenges from a stronger dollar, weak energy prices and the
soft global economy, but may generate a modest pickup due to consumer benefits
from energy savings as well as likely wage gains and job creation.

Implication: Large caps and value could lead in 2015. Capital spending excluding
the Energy sector may show a 5% gain in 2015. Capex is expected to grow double
digits in tech.

Europe

Driver: Higher PMIs have traditionally meant higher EPS. Europe has recently
joined Japan as the only other region with positive ERI (Earnings Revision Index).
Stronger macro and a weaker euro are helping to drive net EPS upgrades. We
expect these conditions to persist and see 10%+ EPS growth in 2015 and 2016, with
upside risk.

Risk: We see two key risks: 1) growth cycle interrupted/broken, 2) upside CPI risk
and hence sharply higher rates. Elections in France and Spain also highlight the
theme of rising political uncertainty across Europe.

Implication: We retain our thematic preference of liquidity and leverage
beneficiaries. Key themes include (1) Yield strategies (High dividend yields and
growth stocks), (2) Cyclicals/Financials over Defensives, (3) Potential de-equitisation
cases (companies with a strong balance sheet) and (4) Beneficiaries of weak Euro
and companies with high sales exposure to the US.

Japan

Driver: We expect the Japanese economy to continue recovering thanks to declines
in oil prices, further yen depreciation caused by monetary policy and wage
increases. We continue to expect the Bank of Japan (BoJ) will implement additional
easing measures around July this year.

Risk: Two main drivers for a recent rebound in Japan’s export and production—
namely, a pickup in equipment investment in the US and a recovery in global
technology demand—may be losing steam and starting to weigh on Japan’s
manufacturers. Core capital goods orders in the US are peaking while Japan’s
production of electronic parts and devices appears to be slowing.

Implication: Auto related and industrial sectors are likely to be supported by the yen
depreciation. Financials are a big laggard and are likely to benefit from increases in
asset prices caused by the policies to get Japan out of deflation.

Asia

Driver: Asia continues to be the main beneficiary of lower commodity prices and the
US growth upswing. We expect that to continue into Q2. Given the CA surpluses in
Asia, this is also the region where rates have room to fall further.

Risk: The Chinese economy observed a weak start for 2015, and faces further
downside risks from the combination of slowing credit growth, real exchange rate
appreciation and sluggish world trade growth.

Implication: Prefer China, Taiwan and Singapore and within sectors, prefer
Financials, Utilities, Consumer Disc and IT.
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Currency Forecast

Last price Forecasts Weekly Market Performance

(6 — 10 April 2015)

Currency 10-Apr-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16

G10-US Dollar

Euro EURUSD 1.06 1.02 0.97 0.93 0.93 0.94 ] 10.5% China HSCE
Japanese yen USDIPY 120 124 127 130 131 132 7.9% i Hang Sene
5.6% MSCI Emerging Europe
British Pound GBPUSD 1.46 1.46 1.41 1.37 1.37 1.37 1 5 19% ol
Swiss Franc USDCHF  0.98 1.07 1.13 1.18 1.18 1.17 I ERTET
Australian Dollar AUDUSD 0.77 0.72 0.71 0.70 0.70 0.70 1 4.4% China Shanghai Composite
New Zealand NzDUSD 0.75 0.69 0.67 0.66 0.66 0.66 ] 3.8% Europe Stoxx Europe 600
Canadian Dollar USDCAD  1.26 1.31 1.33 1.35 1.35 1.35 . 38% UKFTSE100
2.6% MSCI Latin America
EM Asia B
2.1% Korea KOSPI
Chinese Renminbi  USDCNY 6.21 6.26 6.28 6.30 6.30 6.30 19% AT
Hong Kong USDHKD  7.75 7.78 7.78 7.79 7.79 7.79 Wi US &P 500
Indonesian Rupiah  USDIDR 12,927 13,587 13,700 13,781 13,621 13,461 1 16% Japan TPX Index
Indian Rupee USDINR 62 63.9 64.5 65.0 64.9 64.8 J0.9% CIGTEONEL
0.8% Citi Global Emerging Mkt Sovereigns
Korean Won USDKRW 1,093 1,159 1,170 1,179 1,171 1,163
0.4% Gold
Malaysian Ringgit USDMYR 3.67 3.77 3.80 3.83 3.81 3.80 1 X
0.2% Taiwan TAIEX
Philippine Peso USDPHP  44.39 45.6 45.8 46.0 46.1 46.2 01% | T Bl
Singapore Dollar ~ USDSGD ~ 1.37 143 144 145 145 1.45 P .
Thai Baht USDTHB 32.55 33.6 33.7 33.9 33.9 33.9
Taiwan Dollar USDTWD 31.23 32.1 32.3 32.5 32.4 32.3
Source: Bloomberg as of 10 April 2015
EM Europe
Russian Ruble USDRUB 53.59 67.0 68.7 70.1 69.6 2.8
South African Rand USDZAR 12.00 12.72 12.87 12.98 12.84 0.00
EM Latam Market Performance (Year-To-Date)
- (As of 10 April 2015)
Brazilian Real USDBRL 3.08 3.40 3.40 3.40 3.36 3.32
Mexican Peso USDMXN 15.23 15.4 15.2 15.0 14.8 14.6
Source: Citi Research and Bloomberg as of 10 April 2015 | | Chizashenehaicomposts
MSCI Emerging Europe
1 Europe Stoxx Europe 600
6.79%hina HSCEI
Short Rates and 10-Year Yield Forecasts ] 15.5%HK Hang Seng
12./9% Japan TPX Index
1 11.0% MSCI AsiaXJapan
Last price Forecasts 9.0%|  KoreaKOspl
10-Apr-15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 1 8.0% |  ukerse00
Short Rates (End of Period) ] 4.5% MSCI AC World
us 0.25 0.25 0.25 0.50 0.50 0.75 1.00 1 36% Citi Global Emerging Mkt Sovereigns
Japan 0.1 0.1 0.1 0.1 0.1 0.1 0.1 1 33% ELTEDUATE
Euro Area 0.05 005 005 0.05 0.05 005 0.5 M 33% it High Yield
2.1% US S&P 500
10-Year Yield (Period Average) 1
2.0% Citi World Broad Inv Grade
us 1.95 2.05 2.30 2.45 2.50 2.55 2.60 1.9% e
Japan 0.34 035 040 045 050 0.50 0.55 B aT
Euro Area 0.16 -0.05 -0.05 0.20 0.25 0.30 0.30 .4,2% MSCI Latin America
-20% 0% 20%

Source: Citi Research and Bloomberg as of 10 April 2015
Source: Bloomberg as of 10 April 2015
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World Market At Glance

Last price

10-Apr-15

435.93
18057.65
2102.06
4995.98

461.24
412.93
7089.77
5240.46
12374.73

19907.63
1589.54

1034.59
2614.23
147.80
290.82
54214.11
999.38

625.95
5968.37
13987.53
4034.31
27272.39
28879.38
5491.34
184431
2087.76
8127.48
3472.38
9617.70
1547.83

51.64
1207.57

52-Week

High

435.93
18288.63
2119.59
5042.14

506.61
413.03
7095.36
5240.65
12390.75

20006.00
1596.81

1104.31
3720.81
198.14
341.09
62304.88
1421.07

632.93
5996.90
14380.49
4109.52
27922.67
30024.74
5524.04
1896.23
2099.97
8136.97
3493.62
9775.63
1619.77

107.73
1345.46

52-Week

Low

387.49
15855.12
1814.36
3946.03

409.57

302.48
6072.68
3789.11
8354.97

13885.11
1121.50

906.25
2317.86
106.52
248.54
45852.81
578.21

542.90
5122.00
9620.42
1991.06
21680.33
22247.39
4721.60
1671.82
1876.27
6570.60
3149.91
8501.29
1369.63

42.03
1131.24

Historical Returns (%)

1 week

1.92%
1.66%
1.70%
2.23%

1.35%
3.80%
3.75%
3.28%
3.40%

2.43%
1.62%

4.05%
2.61%
5.64%
3.02%
2.05%
7.45%

4.71%
1.18%

10.46%
4.41%
7.90%
2.19%
0.64%
0.53%
2.07%
1.68%
0.54%
0.18%
0.77%

5.09%
0.39%

1 month

4.49%
2.23%
2.83%
2.80%

5.40%
5.97%
5.77%
7.34%
7.60%

6.66%
4.25%

9.63%
10.64%
15.65%
10.02%
12.26%
18.22%

9.31%
2.48%
21.55%
22.77%
14.12%
0.59%
0.52%
3.05%
5.19%
3.82%
2.18%
0.85%
1.10%

6.94%
3.94%

1year

6.77%
11.67%
14.67%
23.23%

-5.96%
23.85%
6.74%
18.74%
30.89%

39.21%
38.28%

1.26%
-20.20%
-17.54%
-10.66%

6.04%
-17.64%

10.94%
8.90%
34.22%
89.02%
17.62%
27.14%
15.23%
-0.82%
3.94%
22.42%
8.39%
7.48%
11.39%

-50.06%
-8.44%

Year-to-date

4.51%
1.32%
2.10%
5.49%

5.82%
20.55%
7.98%
22.65%
26.20%

14.08%
12.93%

8.19%
-4.16%
23.04%

7.41%

8.41%
26.39%

11.04%
10.30%
16.71%
24.72%
15.54%
5.02%
5.06%
4.72%
8.99%
12.40%
3.19%
3.34%
3.35%

-3.06%
1.92%

Year-to-date
(USD)

4.51%
1.32%
2.10%
5.49%

5.82%
5.53%
1.55%
7.36%
9.96%

13.35%
12.21%

8.19%
-4.16%
23.04%

7.41%
-6.82%
26.39%

11.04%
3.65%
16.77%
24.60%
15.59%
6.70%
0.94%
-0.02%
9.25%
12.76%
0.02%
4.61%
4.41%

-3.06%
1.92%
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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

People's Republic of China

Philippines

Singapore

Thailand

United Kingdom

This document is distributed in Malaysia by Citibank Berhad.

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).

This document is made available in Philippines by Citicorp Financial Services and Insurance Brokerage
Phils. Inc, Citibank N.A. Philippines. 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.

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 2011 of
Singapore and are not eligible for deposit insurance coverage under the Deposit Insurance Scheme.

This document contains general information and insights distributed in Thailand by Citigroup and is made
available in English language only. Citi does not dictate or solicit investment in any specific securities and
similar products. 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.

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.
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