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Looking for Opportunities in the Sell-off

Citi continues to view markets dips as opportunities. Markets and
sectors that offer strong earnings momentum and reasonable
valuations include the Emerging Markets, as well as the global
Financials and Materials sectors.

* US stocks suffered their worst fall in more than six years
yesterday amid heightened concerns of higher inflation. The
S&P 500 fell 4.1%. Over in Europe, the Stoxx 600 fell 1.7%.
The Vix volatility index, known as Wall Street’s fear gauge, hit
37.32, its highest level since the Chinese currency
devaluation of August 2015. Bonds found some support with
the US 10-year yield down 14 basis points to 2.71%. At the
point of writing, the Nikkei is down 5.1% and the Hang Seng
has declined by 4.0%.

* If investors had appeared solely focused on signs of stronger
economic and earnings growth during the first four weeks of
2018, they now appear solely focused on fears over higher
interest rates.

* While markets may remain volatile in the near term, Citi
analysts feel more comfortable putting new money to work

now, given higher yields and volatility. Apart from lower
investor complacency, the fundamentals have not changed.

MARKET FLASH - PAGE 1 CI tl =

INVESTMENT PRODUCTS: NOT A BANK DEPOSIT. NOT GOVERNMENT INSURED. NO BANK GUARANTEE. MAY LOSE VALUE.



Citigold MARKET FLASH

+ Citi analysts note that unlike in the late 1990s, the global
equity rally has been driven more by earnings than a re-rating
of valuations. See chart.

Global Equities Performance Break-Down
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* While last Friday’s higher than expected US wage growth
report stoked inflation fears, Citi notes that higher wage growth
helps support consumption and growth and has historically led
to higher earnings growth. While Citi believes that wages and
inflation have bottomed in the US, they continue to expect
inflationary pressures to be contained. Citi’s forecast for US
inflation is 1.9% for 2018, up from 1.7% in 2017.

So what does this mean for investors?
+ Citi continues to view markets dips as buying opportunities.
Markets and sectors that offer strong earnings momentum and

reasonable valuations include the Emerging Markets (EMs), as
well as the global Financials and Materials sectors.
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» Although EM equities could experience heightened volatility as
the US dollar finds support in the near term, but valuations and
fundamentals remain attractive over the medium term. EM is
currently trading at a 30% Price to Earnings discount to the US
and earnings are expected to grow 14.7% in 2018.

» Over in Europe, economic growth is broadening to encompass
all sectors and euro area member states. The euro area’s
economic sentiment index reached 114.7 in January, close to
an 18-year high. While euro appreciation may slow in the near
term if the US dollar stops falling, Citi analysts doubt that the
recent euro strength can derail the recovery in the Eurozone.
Citi’s analysis suggests that the stronger euro is more likely to
temper European inflation than European growth. While Italian
election and German coalition issues could weigh on
performance in the near term, Citi analysts expect this to pass
in the coming months. Europe is currently trading at a 20%
discount to the US and Citi sees upside to current consensus
earnings growth forecast of 8% for 2018.

» Within sectors, higher 10-year Treasury bond yields may mean
that Financials outperform Technology, although Citi currently
remains overweight on both sectors. Leadership changes in
the market typically bring about volatility but investors may not
want to ignore the opportunities that the recent correction
brings.

» As for fixed income, Citi analysts are assessing the new range
for US bond yields. If yields stabilise, they may be looking for
opportunities to gain exposure to higher duration good quality
bonds.

+ For FX focused investors, expectations of continued volatility
bring about tactical opportunities. Citi analysts believe that
there could be demand for safe haven currencies such as the
JPY, CHF and Gold. The USD is likely to remain supported
against the commodity and Asia emerging market currencies
as well as the GBP.
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Key Takeaways

* While markets may remain volatile in the near term, Citi
analysts feel more comfortable putting new money to work
now, given higher yields and volatility. Apart from lower
investor complacency, the fundamentals have not changed.
Citi analysts note that unlike in the late 1990s, the global
equity rally has been driven more by earnings than a re-rating
of valuations.

» Within sectors, higher 10-year Treasury bond yields may mean
that Financials outperform Technology. Leadership changes in
the market typically bring about volatility but investors may not
want to ignore the opportunities that the recent correction
brings.

» As for fixed income, Citi analysts are assessing the new range
for US bond yields. If yields stabilise, they may be looking for
opportunities to gain exposure to higher duration good quality
bonds.

* For FX focused investors, expectations of continued volatility
bring about tactical opportunities. Citi analysts believe that
there could be demand for safe haven currencies such as the
JPY, CHF and Gold. The USD is likely to remain supported
against the commodity and Asia emerging market currencies
as well as the GBP.
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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.

Citi Research (CR) is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect
the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. For more
information, please refer to https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures

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 and Wholesale Bank and is bound by the CBB’s regulations and licensing conditions
with regards to products and services provided by Citibank, N.A. Bahrain. These terms are governed by and shall be construed in
accordance with the laws of the Kingdom of Bahrain. The Customer irrevocably agrees that the civil courts in the Bahrain shall
have non-exclusive jurisdiction to hear and determine any suit, action or proceeding and to settle any disputes which may arise out
of or in connection with these Terms and Conditions and for such purposes the Customer irrevocably submits to the
jurisdiction of such courts. Investment products are not insured by government or governmental agencies. Investment and
Treasury products are subject to Investment risk, including possible loss of principal amount invested. Past performance is not
indicative of future results: prices can go up or down. Investors investing in investments and/or treasury products denominated in
foreign (non-local) currency should be aware of the risk of exchange rate fluctuations that may cause loss of principal when foreign
currency is converted to the investors’ home currency. Investment and Treasury products are not available to U.S. persons. All
applications for investments and treasury products are subject to Terms and Conditions of the individual investment and Treasury
products. Customer understands that it is his/her responsibility to seek legal and/or tax advice regarding the legal and tax
consequences of his/her investment transactions. If customer changes residence, citizenship, nationality, or place of work, it is
his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all
applicable laws and regulations as and when such becomes applicable. Customer understands that Citibank does not provide legal
and/or tax advice and are not responsible for advising him/her on the laws pertaining to his/her transaction. Citibank Bahrain does not
provide continuous monitoring of existing customer holdings.

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.
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Country Specific Disclosures

India

This document is distributed in India by Citibank N.A. Investment are subject to market risk including that of loss of principal amounts
invested. Products so distributed are not obligations of, or guaranteed by, Citibank and are not bank deposits. Past performance does
not guarantee future performance. Investment products cannot be offered to US and Canada Persons. Investors are advised to read
and understand the Offer Documents carefully before investing.

Indonesia
This report is made available in Indonesia through Citibank N.A., Indonesia Branch. Citibank N. A., is a bank that is licensed,
registered and supervised by the Indonesia Financial Services Authority (OJK).

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.

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

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 Vietham 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 Europe plc, UK Branch. The registered address in the UK is Citibank Centre, Canada
Square, Canary Wharf, London E14 5LB. Citibank Europe plc, UK Branch is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
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