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NAVIGATING A MATURING BULL MARKET
Financial markets benefitted from a broadening economic expansion and low
inflation in 2017. Key regional markets enjoyed synchronized earnings growth
for the first time in 7 years. The MSCI World gained 16%, led by the Emerging
Markets which rallied 30%. Bond markets rallied along with equity markets with
high yields and emerging market bonds gaining 7 and 9% respectively. The US
dollar was a stark underperformer. The dollar index fell 9%, weighed down by
disappointing US inflation data and uncertainties over the passage of the US tax
reform bill.
Citi analysts expect global growth to pick up from 3.2% in 2017 to 3.4% in 2018,
the highest since 2010. The recovery in investment spending which started in
the second half of 2017, is expected to accelerate and broaden across countries.
Increased investment in machinery and equipment is expected to lift trade and
industrial activity, potentially extending the business cycle. It is also expected to
be supportive of commodities.

In 2018, policy rates are expected to rise
gradually across many developed economies
with 75 basis points of rate hikes expected in
the US. Central bank net asset purchases are
also expected to fall, from US$180b/month in
mid-2016 to around zero by end-2018. While these
developments are expected to take place gradually
and be communicated in advance, monetary policy
is tightening at a time when financial market
valuations have become more expensive. While Citi
analysts see selected investment opportunities in
2018 amid healthy economic and earnings growth,
they are watchful of the potential risks and note that
returns are likely to be more muted compared to 2017.

Political risks are likely to remain elevated in 2018 although geopolitical tensions
only had a temporary impact on markets in 2017. Unless they cause a global
recession, geopolitical events have historically not caused a synchronized and
sustained sell-off in the financial markets. During these periods, attractively
priced financial markets can still outperform, allowing investors to reap the
benefits of regional diversification.
*Returns in USD as of 5 December
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GROWTH

GLOBAL INVESTMENT REBOUNDS

Key Takeaways
• Global growth is
expected to remain
robust and broadbased across countries.
Citi analysts expect
the global economy to
grow 3.4 in 2018.
• Downside risks include
the impact of tightening
monetary conditions,
disappointing reform
outcomes, and an
escalation of political,
geopolitical and
trade tensions.
• Inflation in Developed
Markets appears to be
bottoming out, while
it continues to moderate
in the Emerging
Markets. Upside risks
to inflation include
further rises in
commodity prices and
higher wage growth.

Citi analysts believe that one of the most significant recent developments
in the global economy is the broad – based pickup in global investment.
This has been driven by easier financial conditions as well as improved
economic and earnings growth. The recovery in investment spending is
expected to accelerate, lift productivity growth, exports and industrial
activity, in turn prolonging the current business cycle.
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Source: Citi Research. As of 27 November 2017.
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GLOBAL ECONOMY
MAY GROW

3.4
%
3.2

%

Citi analysts expect the global economy to grow 3.4
in 2018, up from 3.2 in 2017. Across the different
regions, growth is expected to be supported by:

IN 2018, UP FROM

Consumption growth supported by increases in
real incomes and healthy household balance sheets,
stimulus from tax cuts and hurricane-related
US
government spending.

IN 2017.

Strong domestic demand, recovering productivity

EUROPE growth and rising corporate profits.

Moderate rise in consumer spending, business

JAPAN investment and exports.

CHINA

EMERGING
MARKETS

Resilient household consumption, regulatory
overhaul as Chinese policy makers push forward
reforms.

Improving export cycle and a resumption of
capital flows.
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1 / GLOBAL INVESTMENT REBOUNDS

Global growth may peak in 2018, with risks to the outlook
coming from:
Larger- or fasterthan-expected
tightening of
financial and
monetary conditions.

A slowdown
in Chinese
activity.

Rising skepticism
over reform
initiatives
in the US.

Heightened
political risks.
(See "6. Politics
— Risk Remain
Elevated")

The outlook for inflation is one of the key issues for 2018. Higher than
expected inflation can potentially upset Citi’s current benign outlook for
the global economy and equity markets. For now, Citi analysts believe that
inflation in the Developed Markets is bottoming out, while moderating in
the Emerging Markets.

Upside risks
to inflation
include:

Faster-thanexpected rises
in energy and
commodity
prices.

Potential pickup
in wage growth,
as labor market
slack is falling.
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EQUITIES

THE YEAR FOR CYCLICALS

Key Takeaways
• Citi analysts expect
global earnings growth
of 9 in 2018. All major
regions are forecast
to post healthy
earnings gains,
suggesting another
year of synchronized
growth.
• Citi analysts are
positive on cyclical
stocks - highlighting
materials, financials
and technology as the
sectors to watch.
• Citi analysts expect the
more cyclical markets
such as Emerging
Markets, Europe and
Japan to outperform
the US in 2018.

Citi analysts expect global earnings growth of 9% in 2018, which underpins
their positive outlook on equities. Citi analysts favour Emerging Markets,
Continental Europe and Japan.
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As valuations are stretched – more so in US stocks and less
in Japan and Emerging Markets – Citi analysts believe this
could limit gains in some markets. However, equities are
likely to outperform bonds in 2018, in Citi analysts’ view.

US

EUROPE

JAPAN

EM

While valuation are higher, Citi analysts believe that the
combination of planned corporate and personal tax cuts,
light-handed regulation, a repatriation tax holiday on
overseas cash and possible infrastructure spending has
buoyed hopes for faster economic activity in 2018.

Citi analysts are positive on European equities which are
likely to benefit from an extended period of synchronized
growth. Citi analysts expect more share buybacks as
the incentive to use low cost debt to buy back shares
remains high. Citi analysts also expect M&A activity to
rise in Europe. These activities are likely to be supportive
of European equities in 2018, although the uncertainty
related to the Italian elections may lift volatility.

Citi analysts are moderately positive on Japanese equities
and expects earnings to grow 13 with the strongest
earnings recovery coming from the export and cyclical
sectors. Citi analysts expect growth as a result of stimulus
from Prime Minister Shinzo Abe’s policies and preparation
for the upcoming Olympics.

The positive outlook for Emerging Market equities is
supported by a broad-based earnings recovery of 10-14
and structural changes such as lower capital expenditure
and higher operating leverage within corporates.
Citi analysts remain overweight on cyclicals. In particular,
domestic economic growth appears solid in Asia and
low valuations are supportive. Further weakness in the
USD would also be helpful.
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Sectors to watch
Another year of synchronized global earnings growth is expected to favor
more economically sensitive stocks. Citi analysts highlight materials,
financials and technology as the sectors to watch.

TECHNOLOGY
Despite the sector trading at a 10 premium to MSCI
World, this is partly offset by the strong expected
earnings growth of 13 in 2018. Big themes boosting
the sector include artificial intelligence, virtual
reality and cloud computing. Amongst regions,
Emerging Market tech is the cheapest, whereas
Japan and the US are more expensive.

FINANCIALS
Citi analysts are positive on the Financials sector –
which tends to perform well when yields rise. The
sector is attractively valued, trading at a 25 discount
versus MSCI World. Citi analysts prefer Europe over
US banks, although political risks and regulatory
hurdles such as Basel 4 and IFRS 9 remain.

MATERIALS
Citi analysts remain constructive on the metals,
mining and steel sector - but remain selective on
chemicals. The mining sector is trading at attractive
levels given current commodity prices. Large
cap miners offer strong cash flows while mid-tier
companies are likely to deliver greater growth.
In particular, Citi analysts expect the European
materials sector to pay out higher dividends in 2018
following strong earnings growth in 2017.

Citi analysts are cautious on the utilities, consumer staples, health care
and telecoms sectors.
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3

BONDS

NAVIGATING RISING RATES

Key Takeaways
• With a number of
central banks in the
Developed Markets
raising interest rates,
Citi analysts believe
that bond sectors
which offer investors
higher yield and
strong fundamentals
remain attractive.

Citi analysts continue to expect gradual tightening by
a number of central banks in the Developed Markets,
while among Emerging Markets central banks, the outlook
is more mixed. In particular:

• Within Asia, Citi
analysts see
opportunities in
local currency India,
Indonesia and China
debt, given improving
growth outlook and
reform potential.
• Within US Investment
Grades (IG), US banks
are expected to benefit
from an improving
credit outlook and
lower regulatory costs.
Energy-related sectors
remain attractively
priced.

The US Federal Reserve is expected to hike
rates 3 times in 2018.

Citi analysts also expect a number of
other central banks to begin hiking policy
rates in 2018, including the Reserve Bank
of Australia (RBA), Riksbank, and
Reserve Bank of New Zealand (RBNZ).

The European Central Bank (ECB) and
the Bank of Japan (BoJ) are not expected
to raise policy rates until mid-2019.

In Emerging Markets, Citi analysts expect
four central banks (Brazil, Colombia,
Russia and Ukraine) to lower their policy
rates while central banks in China, South
Korea, Romania, Czech Republic, Peru,
and Turkey are likely to hike rates.
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What does this mean for
investors?
In this environment of gradually rising
interest rates, Citi analysts believe that
selected bond sectors which offer investors
higher yield and strong fundamentals
remain attractive. Given lingering political
uncertainties globally (See "6. Politics —
Risk Remain Elevated"), high quality bonds
continue to remain an important part of
investors’ portfolios, offering a degree of
diversification.

Selective regional markets offer value

EMERGING MARKET DEBT (EMD)
Higher relative yields, improved economic fundamentals and attractive
valuations are likely to be supportive of Emerging Market Debt (EMD).
Within Latin America, Citi analysts continue to favor Argentina USD
debt (sovereigns, quasi-sovereigns and corporates), Brazil (both local
sovereigns and USD corporates), and Colombia (local and USD). Local
Mexico sovereign debt is likely to remain volatile, though yields over
7.0% remain attractive. Still, possible trade conflicts with the US are
meaningful and can negatively impact the peso.
Citi analysts view Venezuela’s debt restructuring as an isolated event,
with little pass-through to the rest of the LatAm region. (See Chart on
next page).
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Venezuela sell-off has not impacted broader LatAm
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Source: Citi Research. As of 10 November 2017.

While EMD is expected to outperform other bond sectors in 2018, the
performance is unlikely to match 2017’s 9% gains as of 5 December 2017.
Within Asia, local currency bond markets offer compelling opportunities.
This is especially where growth outlooks are improving, reforms create
longer-term optimism and lower inflation trends allow central banks to
keep interest rates low. Citi analysts continue to favor local currency
India, Indonesia and China debt.
Local currency onshore China bonds have become compelling, as 5-year
local yields spiked to 4.0%, its highest level since 2014. The central bank
has showed its preference for relatively tight liquidity to rein in leverage,
while the economy remains strong. While foreign investors still have little
exposure to Chinese bond markets, the launch of the “Bond Connect” –
a platform to provide access to local China bond markets – can help open
up China’s onshore bond market to the world.
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INVESTMENT GRADE (IG)
Despite rich valuations, Citi analysts
continue to remain overweight US
Investment Grade (IG) corporates.
US IG corporate yields are 3x
higher than similar duration eurodenominated credit - 3.3% vs. 1.1%
in 7-10 year maturities. The strong
demand from non-US investors
searching for higher yields is likely
to remain supportive of US IG
corporates.
Within US IG corporates, Citi
analysts continue to favor US
banks which are likely to benefit
from an improving credit outlook
and lower regulatory costs in the
quarters ahead. Valuations of the
energy-related sector, particularly
the midstream/pipelines subsectors
appear attractive.

US HY DEFAULT RATES
HAVE FALLEN TO

3.1
5.1%
%

FROM

IN DECEMBER 2016.

HIGH YIELD (HY)
In High Yield (HY) bonds, US HY
offers one of the highest yields
in the developed world at 5.4%.
For comparison, European HY
yields are closer to 2.0%. As US
interest rates rise, higher yields
can provide more buffer compared
to other lower yielding fixed
income options. Given improving
fundamentals and lower default
rates, Citi analysts remain modestly
overweight US HY. Default rates
are currently 3.1%, down from 5.1%
in December 2016 and expected to
fall further next year. That said,
HY performance is expected to be
more muted following 2017’s 7%
gains as of 5 December 2017.
Citi analysts also favor financials
within US high yields. While
valuations in certain finance
companies look relatively rich,
these entities have restructured
since the global financial crisis,
are less concentrated to the auto
sector and are well regulated.
There is the potential for their
credit ratings to be upgraded.
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COMMODITIES

INVESTMENT-LED RECOVERY
LENDS SUPPORT
Key Takeaways
• Citi analysts expect
strong oil demand
growth and OPEC
supply restraint to
support oil prices in
the first half of 2018
but the return of OPEC
and Russia supply to
weigh on oil prices
in the second half of
the year.
• Gold prices have
peaked and upside
seems limited on
the back of investor
optimism for US tax
cuts and markets
expecting a more
hawkish Federal
Reserve.

The outlook for China remains key for
commodities. While China is likely to meet
its growth targets, it is uncertain how
commodity intensive China’s growth will
be. Citi analysts’ base case is that Chinasensitive commodities such as base metals
and bulk commodities may enjoy higher
demand during 2018, as China seeks both
supply-side and environmental reforms.
Historically, while a weaker US dollar (USD)
has lifted commodity prices, fundamentals
appear to be more important in 2018 as the
correlation between commodity prices and
the USD weakened marginally throughout
2017, even falling to zero in the quarter
ending September.

• Improved demand
growth and supply
concerns may drive
copper prices higher
while iron ore supply
may struggle to meet
the pickup in demand.

NAVIGATING A MATURING BULL MARKET | 12

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.

2018 ANNUAL OUTLOOK

INVESTMENT-LED RECOVERY LENDS SUPPORT / 4

Oil: From deficit to equilibrium

BRENT OIL PRICES
MAY AVERAGE

US$54/

bbl

IN 2018.

Oil demand continues to be buoyed by improving global
economic growth, rising manufacturing activity and higher
exports. Supply is expected to grow stronger, with the US
likely to lift supply by 1 million b/d over the previous year. Other non-OPEC
producers such as Brazil and Canada may add close to 0.5-m b/d. Citi
analysts thus expect oil demand and supply to reach an equilibrium in
2018, transitioning from a supply deficit in 2017.
Although OPEC and Russia have agreed to extend production cuts up to
the end of 2018, uncertainties remain. For one, OPEC may reconsider its
agreement when it meets again in mid-2018. The amount of oil supply from
Iraq and other non-OPEC producers, especially the US are also unknowns.
Citi analysts also expect momentum in the US shale recovery to continue
in 2018. On balance, Citi analysts expect oil prices to be supported by
strong oil demand growth and OPEC supply restraint in the first half of
2018, but the return of OPEC and Russia supply to weigh on oil prices in
the second half of the year. Hence, Citi analysts forecast Brent oil prices to
average US$54/bbl in 2018.
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Precious
Metals: Gold
price has
peaked

Citi is slightly bearish gold prices on the
back of investor optimism for US tax cuts,
market pricing a slightly more hawkish
Federal Reserve in 2018 and robust US
and global growth expectations in both
the developed and emerging economies
for the year ahead. However, heightened
geopolitical tensions and a weaker USD
are likely to help support the yellow metal,
with Citi analysts forecasting gold price to
average US$1270/oz in 2018.

Citi analysts are moderately bullish on
copper in 2018. Copper prices may trade
around US$7,000/t during the first quarter
of 2018, before improved demand growth
and supply concerns drive prices higher
during the second quarter. Changes to
China’s scrap import policies as well as
labor disruptions can drive prices higher
although Citi analysts note that copper
concentrate and refined inventories appear
to be ample.

Bulk
Commodities:
Modest upside
for iron ore

Base Metals:
Moderately
bullish
copper

Iron ore prices have fallen to a low US$60/t
range in November 2017 from US$8595/t during the first quarter of 2017. Citi
analysts expect prices to rebound to
average US$68/t in the first quarter of
2018, before moderating to US$60-62/t
in the second half of 2018 and into 2019.
This represents an upgrade to their earlier
forecasts given a more positive outlook
for Chinese steel demand and high-grade
iron ore consumption globally. At the same
time, iron ore supply may struggle to catch
up, given the long lead times needed to
build new metals production capacity, and
the lack of investment in recent years.
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CURRENCIES

DOLLAR HAS PEAKED

Key Takeaways
• Citi analysts expect
the EUR to appreciate
over the medium term
given a strengthening
economy, persistent
equity inflows and a
high current account
surplus.
• The CAD appears well
placed to outperform
the AUD and NZD
as Citi analysts see
potential for the Bank
of Canada to raise
rates further in the
first half of 2018.
• Citi analysts expect
the CNY to remain
broadly stable. This is
likely to help anchor
the emerging Asian
currencies with
the MYR likely to
outperform.

The US dollar (USD) appears to have peaked. Real growth rates in Europe,
Japan and the Emerging Markets are picking up and converging with the
US, reducing the cyclical support enjoyed by the US dollar. At the same
time, the dollar has rallied for 6 years, the typical length for dollar rallies
historically. These tend to be followed by dollar bear markets which last
for 10 years. The dollar is also looking less attractive compared to the
EUR, as the European Central Bank (ECB) is expected to adopt a less
accommodative policy stance in 2018 and beyond.
While US fiscal policy stimulus via tax reform/cuts may support the USD,
the net stimulus is likely to be relatively small.

US real Trade-Weighted US Dollar (TWD)

Real Broad Trade-Weighted Exchange
Value of the US$

5
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CURRENCIES

JPY: Relative yields still key
The JPY was largely range bound in 2017 with US yields
being a key driver. This is likely to continue in 2018 as
long as the Bank of Japan (BoJ) continues to cap its 10-yr
government bond yield near zero. If the BoJ signals an exit
from its quantitative easing policy by lifting the cap on the
10-year government bond yield, the JPY may strengthen
given its attractive valuations.

EURO BLOC: A bullish medium term outlook for
EUR; GBP tracking Brexit talks
Citi analysts expect the EUR to appreciate over the
medium term given a strengthening economy, persistent
equity inflows and a high current account surplus. As
the ECB reduces bond purchases, the rise in bond yields
may slow the bond portfolio outflows from the eurozone,
potentially supporting the currency.
The outcome of the Brexit negotiations will drive the
Sterling. Slow progress in Brexit talks, turmoil within the
Conservative party and the scrutiny on Theresa May’s
position as Prime Minister are likely to continue to weigh
on the sterling.
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COMMODITY BLOC: Likely to underperform
the EUR and JPY
The AUD is expected to underperform the EUR and JPY
as Australia’s retail sales and inflation data continue to
disappoint. This makes the Reserve Bank of Australia (RBA)
unlikely to hike rates in the next 12 months. That said, with
the unemployment rate remaining low and absent shock
to the labor market, the RBA is also unlikely to cut rates
anytime soon.
New Zealand’s economic growth remains robust and inflation
is a key focus. A higher than expected inflation reading for
the last quarter of the year in January 2018 could lead the
Reserve Bank of New Zealand to hike rates earlier.
Citi analysts see potential for the Bank of Canada to raise
rates further in the first half of 2018. This sees CAD well
placed to outperform the AUD and NZD.

ASIA EM: A more stable backdrop for CNY favors
the high yielders
Exchange rate stability remains a key priority for the
People’s Bank of China, above the desire to widen the RMB
trading band or reform the exchange rate policy.
With the Chinese Yuan (CNY) expected to provide a more
stable anchor to the other emerging Asian currencies,
the Malaysian Ringgit (MYR) may perform well given its
significant undervaluation, steady energy prices and strong
economic growth. Moreover, the requirement for Malaysian
corporates to convert 75% of their export proceeds to MYR
may also help.
The Thai Baht (THB) is also likely to be better supported
given Thailand’s large current account surplus, although the
Bank of Thailand (BoT) may continue to buy dollars to slow
the pace of THB appreciation.
Higher oil prices and the negative impact on India’s current
account may put pressure on the Indian Rupee (INR). That
said, if USD weakness resumes, the INR’s high yield is likely
to be attractive.
NAVIGATING A MATURING BULL MARKET | 17

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.

2018 ANNUAL OUTLOOK

6

POLITICS

RISKS REMAIN ELEVATED

Key Takeaways
• The market’s response
to political risks was
relatively muted in
2017. The disconnect
between the political
and economic as well
as financial markets
performance is
a potential risk
in Citi analysts’ view.

Some of the main political signposts and geopolitical
risks that could move markets in 2018 include:

• Unless they cause
a global recession,
geopolitical events
have historically not
caused a synchronised
and sustained sell-off
in the financial markets.
Attractively priced
equity and bond
markets can perform
well as long as the
crisis is not systemic,
allowing investors to
reap benefits from
regional diversification.

US

US
• The US is pursuing significant
changes in its trade relations,
including NAFTA and with
China.
• While not their base case,
Citi analysts think trade wars
could be a major downside
risk for global growth, with
countries most affected being
those most open and reliant
on foreign capital flows as
well as external demand such
as China, Mexico and Canada.

ITALY
UK
• The UK may hold an early
election or could fail to agree
a transition deal for the time
when it exits the EU in
Spring 2019.
• Citi analysts think signs of
a harder Brexit are likely to
be concentrated in the UK,
hurting business sentiment
and weakening the sterling
further.

• The Italian election in
Spring 2018 could result
in a euro-sceptical
government or result in
extended political instability.
• Citi analysts think a
center-right victory looks
increasingly likely in the 2018
general election, although
alternative options featuring
one or more populist parties
in power are possible.
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UK

ITALY
NORTH KOREA
CHINA
MIDDLE EAST

CHINA
MIDDLE EAST
• Tensions in Syria, between
Turkey and Iraq, Iran and
Saudi Arabia, in Egypt,
Yemen, or around Israel
could escalate.
• Citi analysts believe that if
the turmoil includes major
oil producers, oil prices
could spike. Otherwise, the
geopolitical risk premium
would rise further, but the
initial effects may be fairly
localized.

• 2018 will be the first year of
President Xi Jinping’s second
term and will also mark the
40th anniversary of China’s
“Reforms and Opening Up”,
potentially creating policy
uncertainty in China.
• There may also be changes
to China’s monetary policy.
While the current central
bank governor may extend
his term, he has grown
increasingly hawkish. On the
other hand, a new governor
may bring about an unknown
policy bias.

NORTH KOREA
• Geopolitical tensions in
North Korea could escalate,
including more aggressive
missile tests and military
confrontation.
• Citi analysts believe global
risk aversion could likely
rise, hurting financial
market sentiment and the
global investment climate
– particularly if the US was
involved and if tensions
with China rose.
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6 / RISKS REMAIN ELEVATED

While political risks exist in various countries, they are unlikely to cause
a synchronized and sustained sell-off in the financial markets as long as
a global recession is avoided. History shows that attractively priced equity
and bond markets can outperform as long as the crisis is not systemic.
See table. This suggests that investors can still reap benefits from regional
diversification.

Performance of Equities in Regional Crisis Periods

Source: Citi Research. As of 20 October 2017.

Large regional
differences
after one year
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ECONOMIC GROWTH & INFLATION FORECASTS
GDP
Global
US
Europe
Japan
Latin America
Emerging Europe
Middle East & North Africa
Asia
China
Hong Kong
India
Malaysia
Philippines
Singapore
South Korea
Taiwan
Thailand
Vietnam

2017F
3.2%
2.3%
2.3%
1.5%
1.8%
3.9%
1.1%
6.1%
6.8%
3.7%
7.0%
5.8%
6.8%
3.2%
3.1%
2.6%
3.9%
6.7%

2018F
3.4%
2.7%
2.4%
1.5%
2.6%
3.1%
2.8%
6.0%
6.5%
3.0%
7.6%
5.4%
7.0%
3.3%
2.9%
2.4%
3.8%
6.8%

Inflation
2019F
3.3%
2.4%
2.0%
1.1%
2.7%
3.0%
2.9%
6.0%
6.4%
2.8%
8.1%
5.4%
7.0%
3.2%
2.7%
2.2%
4.0%
6.8%

2017F
2.4%
1.7%
1.5%
0.4%
6.5%
5.3%
7.0%
2.0%
1.6%
1.5%
3.3%
4.0%
3.1%
0.6%
2.0%
0.6%
0.7%
3.5%

2018F
2.4%
1.8%
1.4%
0.8%
5.6%
4.6%
4.6%
2.5%
2.1%
2.1%
4.1%
2.8%
3.6%
0.9%
1.9%
1.3%
1.7%
5.4%

2019F
2.4%
2.0%
1.5%
0.9%
5.1%
4.5%
4.6%
2.5%
2.1%
2.0%
4.1%
2.6%
3.2%
1.5%
2.0%
1.2%
2.1%
4.7%

Source: Forecasts from Citi Research. As of 27 November 2017.

EXCHANGE RATE FORECASTS (VS. USD)
Europe
Japan
UK
Australia
China
Hong Kong
India
Indonesia
Malaysia
Philippines
Singapore
South Korea
Taiwan
Thailand

1Q18

2Q18

3Q18

4Q18

1.21
112
1.36
0.77
6.69
7.81
65.8
13529
4.08
51.2
1.33
1111
30.0
32.8

1.23
111
1.37
0.78
6.70
7.82
65.6
13379
4.06
51.1
1.32
1104
29.9
32.9

1.24
111
1.38
0.79
6.65
7.83
65.5
13319
4.03
51.0
1.31
1100
29.9
33.0

1.24
110
1.38
0.80
6.53
7.82
65.6
13360
3.98
51.0
1.30
1100
30.1
33.2

Source: Forecasts from Citi Research. As of 27 November 2017.

INTEREST RATE FORECASTS
US
Europe
Japan
Australia
UK

Current
1.50%
0.00%
-0.10%
1.50%
0.50%

1Q18
1.75%
0.00%
-0.10%
1.50%
0.50%

2Q18
2.00%
0.00%
-0.10%
1.50%
0.50%

3Q18
2.25%
0.00%
-0.10%
1.50%
0.75%

4Q18
2.25%
0.00%
-0.10%
1.75%
0.75%

Source: Forecasts from Citi Research. As of 27 November 2017. Current rates as of 15 December 2017.
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DISCLAIMER
“Citi analysts” refers 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 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 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.

NAVIGATING A MATURING BULL MARKET | 22

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.

2018 ANNUAL OUTLOOK

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).

Jersey:

This document is distributed by Citibank N.A., Jersey Branch. Citibank N.A., Jersey Branch is regulated
by the Jersey Financial Services Commission. Citi International Personal Bank is registered in Jersey as a
business name of Citibank N.A. The address of Citibank N.A., Jersey Branch is P.O. Box 104, 38 Esplanade,
St Helier, Jersey JE4 8QB. Citibank N.A. is incorporated with limited liability in the USA. Head office:
399 Park Avenue, New York, NY 10043, USA. © Citibank N.A. 2017. CITI, CITI and Arc Design are registered
service marks of Citigroup Inc.

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:

Investment products are not deposits and are not obligations of, not guaranteed by, and not insured by,
Citibank Berhad, Citibank N.A., Citigroup Inc. or any of their affiliates or subsidiaries, or by any government
or insurance agency. Investment products are subject to investment risks, including the possible loss of
the principal amount invested. These are provided for general information only and are not intended as a
recommendation or an offer or solicitation for the purchase or sale of any security or currency or other
investment products. Citibank Berhad does not represent the information herein as accurate, true or
complete, makes no warranty express or implied regarding it and no liability whatsoever will be accepted
by Citibank Berhad, whether in contract, tort or otherwise, for the accuracy or completeness of such
information including any error of fact or omission herein which may lead to any direct or consequential
loss, damages, costs or expenses arising from any reliance upon or use of the information in the material.

of China:

People's Republic

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).

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 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.

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.
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United Kingdom:

This document is distributed in the U.K. by Citibank N.A., London Branch and Citibank Europe plc, UK
Branch. Citibank N.A., London Branch is authorised and regulated by the Office of the Comptroller of
the Currency (USA) and authorised by the Prudential Regulation Authority. Subject to regulation by the
Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about
the extent of our regulation by the Prudential Regulation Authority are available from us on request. Our
firm reference number with our UK regulators is 124704. Citibank N.A., London Branch is registered as a
branch in the UK at Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB. Registered number
BR001018. Citibank N.A. is incorporated with limited liability in the USA. Head office: 399 Park Avenue, New
York, NY 10043, USA. Citibank Europe plc is authorised by the Central Bank of Ireland and by the Prudential
Regulation Authority. It is subject to supervision by the Central Bank of Ireland, and subject to limited
regulation by the Financial Conduct Authority and the Prudential Regulation Authority. Details about the
extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the
Financial Conduct Authority are available from us on request. Citibank Europe plc, UK Branch is registered
as a branch (registration number FC032763) in the register of companies for England and Wales. The
registered address in the UK is Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB. Citibank
Europe plc is registered in Ireland with number 132781, with its registered office at 1 North Wall Quay,
Dublin 1. Citibank Europe plc is regulated by the Central Bank of Ireland. Ultimately owned by Citigroup Inc.,
New York, USA. © Citibank N.A. 2018. CITI, CITI and Arc Design are registered service marks of Citigroup
Inc. Calls may be monitored or recorded for training and service quality purposes.
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