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Emerging Markets Daily and Week Ahead
CEEMEA Edition

Focus on Turkey — Will CBT’s hawkish talk translate into action? While the
emerging picture from the new Inflation Report should support the current positive
market sentiment, we question the feasibility of the Bank's optimistic year-end
inflation forecast.

Czech Republic — Government likely to survive today’s confidence vote. This
should ease the recent political uncertainty for a while, but we expect the woes to
return given a tight majority and autumn elections.

Jordan — Prime Minister Awn al Khasawneh resigned. Political tensions had
ramped up ahead of the PM’s resignation as the government announced a long-
awaited electoral reform law.

Ukraine — Trip Notes. Ukraine’s external accounts remain the main source of
economic vulnerability and assets remain vulnerable to shifts in global risk appetite,
but continued financial stability in the very short run seems probable.

Next Week's Key Events — We have two rate-setting meetings scheduled next
week: For Romania, we think the benign inflation outlook in the near term and the
NBR’s concerns about the economic recovery are likely to maintain its easing bias
during the remainder of the year. Similarly, we think Czech Republic’s central bank
will keep the policy rate at 0.75%.

Figure 1. Event Calendar

Time  Country Indicator Period Actual Citi Market Previous
(revision)

Yesterday’s events

Turkey Inflation Report Apr - - -
08:30  South Africa  Producer Prices (%YoY) Mar 72 - 8.0 8.3
Today’s events
08:00 Hungary Unemployment Rate (%) Mar 11.8 11.7 11.6
08:00  Slovakia Producer Prices (%YoY) Mar - - 3.8

Source: National Sources, Bloomberg, Citi Investment Research and Analysis (CIRA)
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Will CBT’s hawkish talk translate into action?

llker Domac The CBT’s much awaited new Inflation Report was released yesterday. When

+90 212 319 4623 compared with the January Report, the CBT’s new Inflation Report portrays a more
hawkish Central Bank, which signals that it prefers revising its policy stance to revising

Gultekin Isiklar its inflation forecast. This should provide some relief to those investors who were fearful

+90 212 319 4915 of major forecast revisions despite earlier remarks by senior CBT officials suggesting

that the Bank strictly prefers revising its policy stance to revising its inflation forecast.

Despite some changes in the CBT’s assumptions, the Bank keeps its year-end
projection for 2012 at 6.5%, while revising its 2013 forecast slightly to 5.2%
from 5.1%. We note that the CBT’s year end inflation projection is considerably
more optimistic than that of the consensus (7.6%). Specifically, the new Report
envisions inflation to be (with a 70% probability) in the range of 5.3% and 7.7% at
end-2012 with a midpoint of 6.5%. Concerning 2013, the CBT foresees inflation to
be (with a 70% probability) in the range of 3.4 % and 7.0% at end-2013 with a
midpoint of 5.2%. These projections are based on the assumption of more frequent
reliance on additional monetary tightening and an annual rate of credit growth of
14% (vs. 15% in the January Inflation Report).

Although the emerging picture from the new Inflation Report should support
the current positive market sentiment, we question the feasibility of the
Bank's optimistic year-end inflation forecast. We welcome the CBT’s revealed
preference of pursuing a tighter monetary policy to steer inflation closer to its
projection. However, this is a risky strategy, which could further undermine the
CBT’s inflation-fighting credentials, if year-end inflation comes in well above the
Bank’s projection but closer to the consensus.

Figure 2. Evolution of CBT’s Inflation Forecasts (mid-point, %) Figure 3. CBT’s Forecast Performance (%)

- — _ _ g Year-end Projections in Inflation Report (%YoY) Outturn Target
Apr-12 Jan-12 Oct-11 Jul-11 Apr-11 | (January) 1l (April) 1l (July) IV (October)
2012 6.5 6.5 52 5.2 5.2 2012 6.5 6.5 5.0
2011 5.9 6.9 6.9 8.3 10.4 5.5
2013 5.2 51 2010 6.9 8.4 75 75 6.4 6.5
Medium-term 5.0 5.0 5.0 5.0 5.0 2009 6.8 6.0 5.9 5.5 6.5 7.5
2008 55 9.3 10.6 11.1 10.1 4.0
2007 5.1 5.8 6.0 7.3 8.4 4.0
2006 5.5 5.6 9.8 9.9 9.7 5.0
Source: CBT Source: CBT

Looking ahead, we believe that the CBT will continue to adjust its policy
stance in accordance with the lira’s performance and global economic
conditions. The lira permitting, we think that the CBT will be inclined to refrain from
a sustained period of tightening for the reasons that we discuss in our full note. In
practice, however, we think that the CBT doesn’t have much ‘wiggle room’ to ease
unless capital flows rise considerably, as the Bank struggles to target both the
exchange rate and inflation.

More importantly, there is evidence suggesting that the CBT’s excessive
discretion in the conduct of monetary policy has been hurting the bond
market. In this regard, we argue that the heavy domestic debt redemption in 2013
will pose an additional challenge to the CBT, which could force the Bank to
normalize monetary policy by the end of 2012.
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Country Analysis

Czech Republic

Government likely to survive today’s confidence vote

Today’s confidence vote should ease recent political uncertainty for a while.
The exact time of vote is uncertain, but late afternoon seems to be more likely given
the weekend. On Monday, the coalition, which is comprised of ODS, +TOP09 and
Deputy PM Mrs. Karolina Peake’s platform gained a majority in Parliament of 102
Deputies. While Peake’s platform had not been able to establish an official caucus
(due to insufficient numbers), Prime Minister Petr Necas reduced his demands for
the minimum number of MPs that he would be satisfied with. He now appears
content with the 8 MPs from Mrs. Peake’s platform alongside the two MPs from VV,
though this could become a source of tension going forward, particularly if the deal
with the Churches ends up being discussed in Parliament. There are 4 additional
independent MPs (ex. ODS and ex. VV) who have indicated they could support the
government in the case of selected legislation.

Despite this, we expect Czech political woes will return to the limelight given
the government’s small majority and the upcoming autumn elections. Although
the government has the support of 102 MPs, and although the coalition no longer
has to contend with its somewhat unpredictable coalition partner, VV, passing
legislation could still be a painful process. We argue that with such a tight majority,
all legislation is likely to have to be reapproved, as it is expected to be rejected by
the left-wing dominated Upper House. Moreover, we expect coalition tensions to
remain as the coalition parties are likely to lose local and Senate elections unless
there is a substantial improvement in the communication of the reforms. Therefore,
an early election in 2Q13 after the presidential election in February 2013 is still an
option to the general election that would take normally place June 2014.

Figure 4. Overview of MPs’ positions in the Lower House of Parliament

as suggested by ias of 26 Apri electionin [ eleciionin
200 Deputies pre-election polls * 2012 June 2010 | June 2006
ODS 42 51 53 87
TOP 09 28 41 41 -
Peak’s platform (ex VV) 0 8 -
2 MPs fromVV 2 -
Coalition 36 102 118 700
Independents (2exODS+2exVV) 4 - 2
VV (incl. Mr. Barta,less 2MP) 0 11 24 -
CSSD (+1 ex VV) 76 55 56 74
LEV21 (ex CSSD) 2 - -
Communists 38 26 26 26
Opposition 114 83 82 700
KDU-CSL (centrist) 13 - - 13
Greens 4 - - 6

Source: CZSO and CIRA calculation based on STEM, CVVM and Factum/Median. Note: *We include parties that
have more than 3.9%. Gap between opposition and coalition in 2012 reflects independents and VV, who could
support the government in some cases. Independents are: 2012 — 2 ex-ODS and 2 ex-VV, 2006-10 — 2 ex-CSSD.

Citigroup Global Markets
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Jordan

Prime Minister Awn al Khasawneh resigned

Prime Minister Awn al Khasawneh resigned on 26 April. Khasawneh, who was
reportedly out of the country when he tendered his resignation, was appointed to
the post in October, and was due to complete his first parliamentary session in
charge on that day. The PM had come under increasing criticism for not pushing
forcefully enough on political reform, most recently in relation to a recent draft
electoral law that was roundly criticized by opposition groups.

We argued in the last Emerging Markets Macro and Strategy Outlook that the
electoral reform law had been seen as a litmus test of Khasawneh'’s reformist
credentials, and dissatisfaction with the draft could threaten support for the current
government, raising the chances of another cabinet reshuffle. Mr Khasawneh was
reportedly opposed to a Royal Decree, issued on the day of his resignation,
extending the current parliamentary session to 25 June. Political tensions had
ramped up ahead of the PM’s resignation as the government announced a long-
awaited electoral reform law.

Reform of the electoral system has been a long-standing demand of the
protestors, who first began taking to the streets last February. We have
previously argued that the extent to which the opposition would continue to show
goodwill to Prime Minister Awn al-Khasawneh’s government, appointed last October
amid popular unrest, would largely depend on his handling of reforms, the first
indication of which would come in the guise of the electoral law. While the law scraps
the one-person-one-vote system that has been unpopular with opposition, it scarcely
increases the representation of political parties in parliament, with only 15 of the 138
seats allocated for parties, and each party only allowed to field a maximum of five
candidates. The bill sparked demonstration by opposition members in Amman, and
we believe may have been a factor behind the PM’s resignation.

Ukraine
Trip Notes

Ukraine’s external accounts remain the main source of economic vulnerability.
The current account deficit widened last year to $9bn (5% GDP) and looks set to
widen further in 2012 towards $14bn (8% GDP). In 2011 pressure on the current
account came from three main sources. The first was the stronger recovery of
consumer spending in the aftermath of the 2009 recession, which had seen private
consumption contract by 15%. The overall rise in domestic spending helped to push
GDP growth to 5.2% last year. The second was the effect of construction activity
relating to this year’s Euro 2012 football tournament, which could have boosted last
year’s current account deficit by $2bn. The third was the rise in the cost of energy
imports, which rose to $14bn in 2011.

The rise in the 2012 current account deficit comes from several sources.
Although the construction activity relating to Euro 2012 isn’t a source of pressure on
this year’s current account deficit — indeed, local expectations are for a rise in
tourism inflows of some $300-400mn — the continuing rise in the current account
deficit will be the result of several factors. In the first place, there is a growing gap
between supply and demand in the economy: although retail sales and other
indicators of consumer demand remain strong, the industrial sector is weak:
production growth turned negative in March 2012.
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Second, energy costs continue to rise. Ukraine paid an average of $278/tcm for its gas
imports last year, but prices so far in 2012 have been much higher: $416/tcm in Q1 and
$425 in Q2. Finally, the current account deficit will be the victim of fiscal expansion in the
run-up to the 28 October parliamentary elections. The government increased the 2012
budget by $4bn (2.5% GDP) in order to finance increased expenditure on pensions, on
mortgage subsidies, and on compensation for depositors, on gas exploration,
infrastructure and healthcare. Although the finance ministry claims that tax collection
improvements and a new customs code will finance most of these expenditures, it
probably makes sense to assume some fiscal expansion this year.

The capital account could also be a source of stress. The NBU’s data show that
Ukraine had $57bn worth of external debt coming due in the 12 months following
January 2012. Adding this to the current account deficit creates a total external financing
need of some $71bn, which is more than twice the current level of FX reserves ($31bn).
This is a very conservative estimate of Ukraine’s external financing needs, however: of
the $57bn of debt coming due, only $22.3bn constitutes repayments of medium-term
debt, and some $17.5bn of the short-term debt represents trade finance obligations with
a high probability of rollover. That said, there are two kinds of payments that Ukraine
needs to make that have achieved high visibility. The first is the repayment of a $2bn
loan from VTB in June; and the second is repayments to the IMF of some $3bn during
the second half of the year. As for the VTB loan, the finance ministry notes that there is
‘broad agreement’ on VTB refinancing of this repayment. Refinancing by the IMF,
however, is much less likely.

Major policy moves are unlikely before the October election, making IMF
disbursements unlikely. The IMF has made it clear on several occasions that Ukraine
needs to commit to reducing gas subsidies for households and industry before the Fund
will resume disbursements to Ukraine (the deficit of Naftogaz this year is likely to be
around 1% GDP). This seems very unlikely in the near term, given the political cost of
such a move, and so Ukraine’s payments to the IMF will need to be financed elsewhere.
The finance ministry indicated that the government is considering three possible sources
of financing for its payments to the IMF: issuance of Eurobonds, issuance of RUB-
denominated bonds; or further issuance of local USD-denominated bonds. MoF
estimates banks have about USD9bn in their pockets and already borrowed about
USD1.5bn in 1Q. We were unable to get any clarity about recent press reports
suggesting that Ukraine has asked the IMF to reschedule its payments to the Fund. An
IMF mission is due in Ukraine at the end of May as a part of Article IV.

Ukraine’s willingness to raise domestic gas prices is probably linked to its
efforts to renegotiate the price it pays Gazprom to import gas from Russia. A
lower import price would ease pressure on the government to raise domestic prices,
but here again it seems that little progress is expected this side of October. The
finance ministry did stress, however, that its strategy — at least in the medium term —
is to increase Ukraine’s domestic gas production in order to reduce dependence on
imports from Russia.

In spite of all these vulnerabilities — the size of the external financing
requirement and pre-election policy paralysis — there is little evidence of
imminent financial stress. The National Bank reported that total year-to-date
foreign exchange inflows were $43.2bn compared to total outflows of $38.6bn. This
surplus has helped to finance an increase in official FX reserves so far this year,
permitting the NBU to ease monetary conditions. The lack of pressure on the FX
market may be partly helped by an improvement in the private sector’s foreign
exchange balance sheet. The total unhedged FX debt of the private sector has
fallen from $38bn in October 2008 to less than $14bn now, and households are net
FX creditors to the tune of $6bn.
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Domestic liquidity seems strong for now. Although the NBU'’s financing of the
government has increased in recent months — through direct ownership of
government debt on its balance sheet, and by financing the purchase of government
debt by state-owned banks — the government has also been able to increase its
issuance to commercial banks. Of the UAH 40bn the government plans to issue this
year, UAH 25bn has already been issued. (Of this UAH 40bn, the government claims
that only UAH 15bn will be needed to finance the UAH 25bn deficit, since privatization
revenues are on track to reach the UAH 10bn target). So far at least, then, financing
for the government seems available on increasingly easy terms.

Exchange rate stability remains an important objective for the authorities, and
low inflation helps them achieve this in the short run. With food accounting for
more than half the CPI basket, a good harvest in 2011 has been instrumental in
pushing headline inflation to 1.9% YoY in March from double digits in early 2011.
The National Bank’s medium-term inflation target is ‘below 5%’ and it forecasts
inflation to rise to 7.9% by the end of this year. Signs that inflation is heading above
this forecast will induce the NBU to tighten policy, not least because higher inflation
might threaten the authorities’ desire to maintain exchange rate stability. The actual
pace of inflation during 2012 will obviously depend heavily on the quality of the
harvest, but the government’s pre-election fiscal expansion is likely to create
inflationary pressure, even though domestic credit growth remains weak.

There is a widespread expectation of rising financial stress as elections
approach. Rising inflation later this year could be the trigger for more speculative
demand for foreign exchange. There appears to be a consensus in Kiev that the
exchange rate’s current stability will not be sustainable in the latter part of the year —
which is reflected in the steepness of the NDF curve — and this consensus means that
the demand for foreign exchange might be triggered sooner (ie in the summer) rather
than later (ie closer to the elections). In any case the election is likely to remain a
source of uncertainty: there is a relative balance of popular support between the
coalition around the governing Party of Regions and the opposition, particularly after
the recent formation of a coalition between Yulia Timoshenko'’s Fatherland party and
Arseny Yatsenyuk’s Front for Change. However, the Party of Regions probably has
access to much greater financial resources than the opposition, and this probably
makes political continuity more likely than not after October.

Risks seem reasonably priced for now. Ukraine remains very vulnerable to shifts
in global risk appetite, and Ukrainian asset prices are likely to get noisier in the
second half of the year. Continued financial stability in the very short run, though,
seems probable.

Citigroup Global Markets
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® We have two rate-setting meetings scheduled next week. For Romania, we think
the benign inflation outlook in the near term and the NBR’s concerns about the
economic recovery are likely to maintain its easing bias during the remainder of
the year. Similarly, we think Czech Republic’s central bank will keep the policy
rate at 0.75%.

Figure 5. Next Week’s Key Events

Time  Country Indicator Period Citi Mkt Previous Comment
Forecast  Forecast

During the week

3-6  South Africa  Unemployment Rate (%) 1Q - - 23.9 -

3-7  Egypt Gross Official Reserves (US$ bn) Apr - - 15.1 -

4-5 Russia Consumer Prices (%YoY) Mar 37 - 3.7 -

Monday 30 April

- Israel Unemployment Rate (%) Mar - - 6.5 -

07:00  South Africa  Private Sector Credit (%YoY) Mar - 8.6 7.9 -

08:00  Slovakia Consumer Confidence Apr - - -32.3 -

08:00  Slovakia Industrial Confidence Apr - - 3.0 -

08:00  Turkey Trade Balance (US$ bn) Mar 14 - 5.9 If we are right, the 12-month trade gap will narrow to

about US$101.5bn from US$104bn in February.

13:00 Poland NBP Inflation Expectations (%) Apr - - 42 -

13:00 South Africa  Budget (ZAR bn) Mar - - 5.8 -

13:00 South Africa  Trade Balance (ZAR bn) Mar - -4.3 -15 -

Tuesday 1 May
- Public Holiday for many EMs - - - -

Wednesday 2 May

- Czech Rep.  Budget Balance (CZK bn) Apr - - -22.7 -

- Hungary PMI (SA) Apr - - 56.8 -

- Kazakhstan ~ Consumer Prices (% YoY) Apr - 45 46 -

- Kazakhstan  Producer Prices (% YoY) Apr - 75 10.0 -

- Romania Interest Rate Announcement (%) May 5.00 - 525 We believe that the NBR is likely to maintain its easing
bias during the remainder of the year.

- Romania International Reserves (€bn) Apr - - 38.8 -

- Russia Reserve Fund (US$bn) Apr - - 62.3 -

- Russia Wellbeing Fund (US$bn) Apr - - 89.5 -

- Slovakia Budget Balance, ytd (€ bn) Apr - - 1.2 -

06:00 Russia PMI Manufacturing Apr - - 50.8 -

08:00 Poland PMI Manufacturing Apr - 49.2 50.1 -

08:00  Turkey PMI Manufacturing Apr - - 49.6 -

08:00  Hungary Producer Prices (%YoY) Mar 6.7 6.6 6.2 Oil prices and currency weakening likely contributed to
rising PP in March.

08:30 Czech Rep.  PMI Manufacturing Apr 51.5 - 52.1 March confidence indicator signals worsened PMI.

10:00  South Africa  Kasigo PMI Apr - 53.6 55.1 -

Thursday 3 May

- Egypt Deposit Rate (%) May - - 9.25 -

- Egypt Lending Rate (%) May - - 1025 -

08:00  Hungary Trade Balance (€mn) Feb F 690 690 No big change expected from the first estimate.

08:00  Romania Producer Prices (%YoY) Mar - - 5.9 -

08:00  Slovakia Retail Sales (%YoY) Mar 0.8 - 2.0 Consumer confidence improved in March but there is one
less working day.

08:00  Turkey Consumer Prices (%YoY) Apr 10.9 - 10.4 While inflation is likely to peak in April, it will remain

- Core (%YoY) Apr 78 - 79 elevated (close to 10%) until the last quarter of the year

08:00  Turkey Producer Prices (%YoY) Apr - - 8.2 -

10:00 South Africa Naamsa Vehicle Sales (%YoY) Apr - - 48 -

12.00 CzechRep. Interest Rate Announcement (%) May 0.75 0.75 0.75 Rate hike not until 2H13, we expect.

Friday 4 May

06:00  Russia PMI Services Apr - - 55.2 -

08:00 Romania Retail Sales (%YoY) Mar - - 3.0 -

Source: National Statistics Offices, National Central Banks, Bloomberg, Citi Investment Research and Analysis
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Czech Republic

Jaromir Sindel Period Citi Market Previous
+420 233 061 485 Forecast Forecast Release
Interest Rate Announcement (%) May 0.75 0.75 0.75

Source: Czech Statistical Office, Czech National Bank, Bloomberg and Citi Investment Research and Analysis

Interest Rate Announcement, May We still believe that the CNB will keep the policy rate on hold at 0.75% until mid-
2013, as domestic demand continues to remain lacklustre. Even though CPI
inflation is above the CNB target, this is unlikely to force the central bank into a rate
hike. March CPI overshot the CNB February forecast by 0.5% pt, accelerating to
3.8%YoYm reflecting higher food (eggs) and fuel prices on the top of the VAT hike
(1.1pt). We expect CPI growth to ease to 3.6%Y0oY in April as food prices eased in
April. However, inflation is likely to remain elevated, 3.5%YoY on average, until
4Q12, when we expect it to ease below 3%. For now, we expect inflation to ease to
2.8%YoY in 2013, when the VAT rates will be hiked by another 1% pt.

The Bank Board members’ opinons over the interest rate outlook are unchanged.
CNB Governor Miroslav Singer mentioned, in his presentation after the March Bank
Board meeting, that the majority of the Board has doubts about a cut in the CNB
policy rate later this year as was suggested by CNB February forecast. Mrs. Eva
Zamrazilova is again likely to vote for a hike as she argued that effects of supply
pressures on CPlI inflation are not temporary, which could erode price expectations.
Prof. Kamil Janacek sees an option to hike in 4Q12 and says that 4-5% nominal
wage growth would represent upside risk (Bloomberg, 25 Feb). By contrast, two
other members, Vicegovernor Vladimir Tomsik (HN, 23 Feb) and Mr. Lubomir Lizal
(Reuters, 23 Feb) are likely to prefer stable rates given asymmetric risks.

Prof. Janacek and Mr. Tomsik see a risk that the hike in VAT in two consecutive
years could lead to increased price expectations, which would be a challenge for
the CNB (its model suggests a 20bp cut on a 9-month horizon after a VAT hike of
1%pt). However, there is a clear message that wage developments are likely to be
key in future. The CNB February forecast expected 2.5%YoY growth of nominal
wage in 2012 and -0.7% in real terms. Otherwise, we do not expect major changes
to the forecast given the almost unchanged assumption of external demand, slightly
lower 3M EURIBOR and EURCZK, which are almost in line with previous forecasts
in early 2Q12. The major challenge will be to cope with higher VAT-related CPI.

The CNB press conference starts at 1:30pm LDT on 3 May and the outcome,
including the new trajectory of 3M PRIBOR and other key forecast items, will be
published before 2pm. The Minutes and the Inflation Report with a detailed forecast
will be published next Friday at 8am LDT. The next monetary policy meeting is
scheduled on 28 June.

Romania
llker Domac Period Citi Market Previous
+90 212 319 4623 Forecast Forecast Release
Interest Rate Announcement (%) May 5.00 - 5.25
Gultekin Isiklar Source: National Institute of Statistics, National Bank of Romania, Bloomberg and CIRA
+90 212 319 4915
Interest Rate Announcement, May In our opinion, inflation readings in the first three months of the year appear

conducive to further easing. Moreover, the benign inflation outlook in the near term
— coupled with the Bank’s concerns about the economic recovery — leads us to
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Trade Balance, Mar

Consumer Prices, Apr

believe that the NBR is likely to maintain its easing bias during the remainder of the
year so long as exchange rate stability is not threatened.

Slippages in the implementation of fiscal policy and structural reforms supported by
the EU-IMF program ahead of the upcoming elections emerge as additional risk
factors that would lead the NBR to revise its current stance. Against this backdrop,
we expect the NBR to cut its policy rate by 25bp to 5% at the May Board Meeting. In
our view, further easing beyond May will depend on the performance of the leu.

Turkey

Period Citi Market Previous

Forecast Forecast Release

Trade Balance (US$ bn) Mar 74 - 5.9
Consumer Prices (%YoY) Apr 10.9 - 104
- Core (%YoY) Apr 7.8 - 7.9

Source: Turkish Statistical Institute, Central Bank of the Republic of Turkey (CBT), Bloomberg and Citi Investment
Research and Analysis

Our analysis points to a trade gap of around US$7.4 billion in March, which is
considerably narrower than the deficit seen in the same period of 2011 (US$9.8bn).
If we are right, the 12-month trade gap will narrow to about US$101.5bn from
US$104bn in February. Our projection is based on an estimated pick-up in exports
(about 9%YoY) and a notable decline in imports (about 7%YoY). Despite the noted
encouraging backdrop, leading indicators point to a partial reversal of this favorable
trend, as we expect to see a slowdown in exports and a pick-up in imports in the
coming months. Looking ahead, we expect the current account gap to shrink this
year to about 8.7% of GDP from about 10% of GDP in 2011. Stronger-than-
expected growth and higher-than-expected oil prices emerge as the key risk factors
to our current account balance forecast for 2012.

Our analysis suggests that inflation will rise notably to about 10.9%YoY in April from
10.4%YoY in March due mainly to the energy price hikes at the end of March.
Leading indicators suggest that, at -0.5%MoM, food inflation continued to remain
benign in April. A similar picture is likely for core inflation (I index), which is expected
to drop slightly to 7.8%YoY in April (from 7.9%YoY in March). As usual, volatility in
unprocessed food prices remains the wildcard in our estimates. Looking ahead, we
expect inflation to fall to single digits in May on the back of favorable base effects
before rising back up to about 10% in June and remain at elevated levels until
October. We maintain our year-end inflation projection at 7.5%, as we continue to
see the risks as tilted to the upside.
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Figure 6. CEEMEA Policy Rates and Movement

Last Move Likely Next Move End-2012
Spot Date Amount (bp) Date Amount (bp) Forecast

Czech Republic 2 Week Repo Rate 0.75 Jun-11 -25 2H13 25 0.75
Hungary 14-Day Repo Rate 7.00 Dec-11 50 Dec-12 -25 6.75
Israel Base Rate 2.50 Jan-12 -25 2Q12 -25 2.25
Poland 7-Day Repo Rate 4.50 Jun-11 25 Feb-13 -25 4.50
Romania Refinancing Rate 5.25 Mar-12 -25 May-12 25 5.00
Russia Policy Rate 8.00 Dec-11 -25 Jun-12 -25 7.75
S. Africa Average Repo rate 5.50 Nov-10 -50 Sep-12 50 6.50
Turkey 1-week repo rate 5.75 Aug-11 -50 3Q13 25 5.75
Ukraine Discount Rate 7.50 Mar-12 -50 Nov-12 25 7.75
Source: Bloomberg, Citi Investment Research and Analysis
Figure 7. Czech Republic (Percent) Figure 8. Hungary (Percent)

1.50 7.25

1.25 4 7.00

1.00 4 6.75 -

0.75 6.50 -

0.50 T T T T T 6.25 T T T T T

Apr-12 Jun-12 Aug-12 Oct-12 Dec-12 Feb-13 Apr-12 Jun-12 Aug-12 Oct-12 Dec-12 Feb-13
— Forecast — Forward — Forecast — Forward

Source: Bloomberg, Citi Investment Research and Analysis. Note: 50bp spread 3M Source: Bloomberg, Citi Investment Research and Analysis
PRIBOR vs. CNB's rate.

Figure 9. Poland (Percent) Figure 10. Romania (Percent)
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Figure 13. Citi Foreign Exchange Forecasts (as of 13 April)

Market data Forecasts Returns**

spot 3m Fwd 12m Fwd 0-3 mos 6-12mos  long-term  3mosrtn 12 mos rtn
G10
Euro EURUSD 1.31 1.31 1.31 1.30 1.25 1.30 -0.6% -4.8%
Japanese yen USDJPY 81 81 80 81 80 85 0.2% -0.5%
British Pound GBPUSD 1.59 1.58 1.58 1.57 1.53 1.65 -12% -2.9%
Swiss Franc USDCHF 0.92 0.92 0.91 0.92 0.97 0.96 0.5% 6.0%
Australian Dollar AUDUSD 1.04 1.03 1.00 1.03 1.00 0.90 0.4% 0.0%
New Zealand Dollar NzZDUSD 0.82 0.82 0.80 0.82 0.78 0.63 0.1% -3.0%
Canadian Dollar USDCAD 1.00 1.00 1.01 0.99 0.98 0.97 -1.0% -3.2%
Dollar Index* DXY 79.89 79.86 79.74 80.22 82.24 80.17 0.4% 3.1%
G10 Crosses
Japanese yen EURJPY 106 106 106 105 100 111 -0.5% -5.3%
Swiss Franc EURCHF 1.20 1.20 1.20 1.20 1.21 1.25 0.1% 1.0%
British Pound EURGBP 0.82 0.83 0.83 0.83 0.81 0.79 0.5% -1.9%
Swedish Krona EURSEK 8.87 8.91 9.02 8.85 8.75 8.65 0.7% -3.0%
Norwegian Krone EURNOK 7.58 7.61 7.72 7.55 7.50 7.50 -0.8% -2.8%
Norwegian Krone NOKSEK 117 1.17 117 117 1.17 1.15 0.1% 0.1%
Australian Dollar AUDNZD 1.26 1.25 1.24 1.26 1.28 143 0.2% 3.0%
Australian Dollar AUDJPY 84 83 80 83 80 77 0.5% -0.6%
Asia
Chinese Renminbi USDCNY 6.30 6.31 6.33 6.31 6.22 6.11 0.1% -1.8%
Hong Kong Dollar USDHKD 7.76 7.76 7.75 7.75 7.76 7.75 0.1% 0.1%
Indonesian Rupiah USDIDR 9177 9277 9598 9400 9350 9300 1.3% -2.6%
Indian Rupee USDINR 51.3 52.5 54.7 53.5 54.0 51.0 1.9% -1.2%
Korean Won USDKRW 1135 1142 1156 1150 1110 980 0.7% -4.0%
Malaysian Ringgit USDMYR 3.06 3.08 3.12 3.08 2.98 2.90 0.1% -4.4%
Philippine Peso USDPHP 427 43.0 434 43.0 42.0 415 0.1% -31%
Singapore Dollar USDSGD 1.25 1.25 1.24 1.25 1.21 147 0.2% -2.8%
Thai Baht USDTHB 30.8 31.0 314 31.0 30.2 30.0 0.2% -3.7%
Taiwan Dollar USDTWD 29.5 294 29.2 29.7 28.8 28.2 0.9% -1.2%
EMEA
Czech Koruna EURCZK 248 24.8 249 245 252 24.0 -12% 1.2%
Hungarian Forint EURHUF 298 302 313 298 285 290 -12% -8.8%
Polish Zloty EURPLN 418 423 4.36 415 412 3.90 -1.9% -5.5%
Israeli Shekel USDILS 3.75 3.77 3.80 3.80 3.95 3.90 0.8% 3.8%
Russian Ruble USDRUB 29.6 30.0 31.2 29.8 32.1 322 -0.8% 3.1%
Russian Ruble Basket 35.3 33.7 34.2 35.6 33.8 35.8 36.5 1.1%
Turkish Lira USDTRY 1.80 1.84 1.94 1.75 1.85 1.82 -4.6% -4.6%
South African Rand USDZAR 7.95 8.06 8.40 8.10 8.40 9.00 0.5% 0.1%
LATAM
Brazilian Real USDBRL 1.84 1.87 1.95 1.84 1.77 1.70 -1.6% -9.5%
Chilean Peso USDCLP 485 491 506 495 500 490 0.7% -12%
Mexican Peso USDMXN 13.2 13.3 13.6 13.2 125 12.2 -0.6% -8.0%
Colombian Peso USDbCOP 1779 1800 1848 1830 1800 1850 1.7% -2.6%

* The DXY forecasts are implied from the forecasts of the constituent crosses.
** Returns are relative to forwards

Source: Citi Investment Research and Analysis. Note: These forecasts are a joint venture between Citi's foreign exchange, global macro and technical strategy groups and our
developed and emerging markets economists. Details are available in Global Foreign Exchange: Forecasts April 2012, published on 13 April 2012.
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Selected Market Indicators

Figure 14. Selected Market Indicators

Currency Performance Local Rates* Equities
Spot  Change (%) Last Change Last Change (%)
(Prev 1 Day 1™ 1 Day ™ Index 1 Day 1™
Close) Close Level
Europe (vs euro) Europe Europe
Bulgaria Lev 1.96 0.00% 0.01% Bulgaria 024  0.00 -0.03 Bulgaria SOFIX 302 0.00% -2.22%
Croatia Kuna 753 -0.01% 0.27% Croatia 041  0.00 -0.02 Croatia CROBEX 1813 0.00%  0.42%
Czech Koruna 248 0.08% 0.77% Czech 0.74  0.00 0.03 Czech PX50 935 0.00% -5.57%
Hungary Forint 288 -017% -1.21% Hungary 6.77  0.00 0.46 Hungary BUX 18224 0.00% -3.02%
Poland Zloty 418 -012% 0.74% Poland 430  0.00 -0.25 Poland WIG020 2186 0.00% -5.93%
Romania Lei 437 -0.03% 0.03% Romania 358  0.00 -0.22 Romania BSE 5283 0.00%  0.29%
Russia Ruble 389 038% 0.48% Russia 594  0.00 -0.13 Russia RTS (US$) 1584 0.02% -6.82%
Serbia Dinar 112 0.05% 0.70% Serbia  NA NA NA Serbia BELEX15 493 0.00% -6.69%
Turkey Lira** 1.77  0.06% -0.91% Turkey 1021 0.00 -0.72 Turkey ISE 59941 0.00% -4.08%
Ukraine Hryvnia** 8.04 0.05% 0.16% Ukraine 2.30  0.00 -0.10 Ukraine PFTS 530 0.00%  0.19%
Middle East (vs USD) Middle East Middle East
Bahrain Dinar 0.38 0.00% 0.00% Bahrain  0.50  0.00 0.00 Bahrain BHSE All-Sh 1148 0.00% -0.42%
Egypt Pound 6.04 -0.05% 0.08% Egypt 9.74  0.00 -0.03 Egypt HERMES 489 0.00% -0.79%
Israel Shekel 375 -0.01% 0.87% Israel (1M) 250  0.00 0.00 Israel TA-100 1065 0.00%  1.13%
Jordan Dinar 0.71  0.07% 0.08% Jordan 338  0.00 0.04 Jordan ASE 2003 0.00%  0.75%
Kuwait Dinar 0.28 -0.05% 0.03% Kuwait (1M) 056  0.00 NA Kuwait KWSE 6337 0.00%  2.42%
Lebanon Pound 1504  0.00% 0.00% Lebanon  NA NA NA Lebanon ?LIJCS)QA) 177 0.00% -3.29%
Qatar Rial 364 0.00% 0.00% Qatar  NA NA NA Qatar DSM 20 8653 0.00% -1.37%
S Arabia Riyal 375 0.00% 0.00% SArabia 059  0.00 0.01 S Arabia TASI 7542 0.00% -2.91%
UAE Dirham 367 0.00% 0.00% UAE (1M) 098  0.00 0.00 UAE ADSMI 2512 0.00% -2.42%
Sub-Saharan Africa (vs USD) Sub-Saharan Africa** Sub-Saharan Africa
Botswana Pula 014 029% -1.30% Botswana  NA NA NA Botswana DCIBT 7125 0.00%  1.07%
Ghana Cedi 182 -170% 2.29% Ghana  NA NA NA Ghana GSE 1066 0.00%  2.45%
Kenya Shilling 83.1 0.00% 0.06% Kenya NA NA NA Kenya NSEK 3580 0.00%  7.20%
Malawi Kwacha 166 0.00% 0.35% Malawi  NA NA NA Malawi NA NA NA
Nigeria Naira 157 -0.01% -0.33% Nigeria (1M) ~ NA NA NA Nigeria NGSE 21970 0.00%  5.04%
S. Africa Rand 774 -023% 1.96% S. Africa (1M) 549  0.00 0.00 S. Africa JALSH 34029 0.00%  0.50%
Tanzania Shilling 1588 0.16% -0.35% Tanzania 11.75  0.00 5.50 Tanzania NA NA NA
Zambia Kwacha 5148 0.00% -2.83% Zambia  NA NA NA Zambia NA NA NA
Commodities FX Volatility Major Indices
Gold $/troy oz. 1644  0.00% -2.21% EUR-CZK 697 0.07% -2.24% US NYSE 1391 0.00% -1.55%
Platinum $/troy oz. 1553 -0.15% -6.12% EUR-HUF 1043 0.00% -5.87% USNASDAQ 3030 0.00% -2.91%
Silver $/troy oz. 3075 0.13% -5.65% EUR-PLN 827 -161% -9.37% UK FTSE 100 5719 0.00% -2.57%
Copper US$/ton 8304 0.00% -3.03% EUR-RON 350 0.00% -22.22% France CAC 40 3233 0.00% -6.81%
Tin US$/1b 1138 0.00% -0.52% USD-RUB 870 0.78% -12.76% Germany DAX 6705 0.00% -5.29%
Natural Gas US$ 2 0.00% -3.85% USD-ZAR 1411 0.52% -3.39% Japan Nikkei 225 9561 0.00% -6.77%
Oil US$ Brent Crude 119.2 -0.03% -5.43% USD-TRY 856 -1.01% -16.50%
CRB All Commod 302 0.00% -4.23% USD-ILS 6.87 044% -10.95% FTSE Global 375 0.15% -2.87%
FTSE Emerging 604 0.00% -2.55%

Source: Bloomberg, Citi Investment Research and Analysis. Note: Equities are local currency unless otherwise stated; FX Volatility is the mid price At-the Money (ATM) 1M

term; * Overnight unless otherwise stated. **Weekly data on 3 month rates except S Africa. *** Turkey Lira & Ukraine Hryvnia are against the US dollar.
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1 Citigroup Global Markets Ltd; 3 Citibank Anonim Sirketi; 4 Bank Handlowy w Warszawie; 5 Citibank Europe plc Czech Republic; 6 ZAO Citibank. 7 Citigroup Global Markets Singapore PTE LIMITED,

8 Citibank Europe Plc Hungary

NON-US RESEARCH ANALYST DISCLOSURES: The non-US research analysts listed above (i.e., the research analysts listed above other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organization and therefore may not be subject to the
NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. Unless indicated in
Appendix A-1 of this document or any of the referenced documents, the analysts listed above have not contributed to this document or any of the referenced documents.

Source: Citi Investment Research and Analysis.
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Appendix A-1
Analyst Certification

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst.
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.

IMPORTANT DISCLOSURES

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention:
Legal/Compliance [E6WYB6412478]. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical
disclosures, are contained on the Firm's disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk
assessments can be found in the text of the most recent research note/report regarding the subject company. Historical disclosures (for up to the past three
years) will be provided upon request.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Ltd David Lubin; David Cowan; Farouk Soussa; Elina Ribakova
Citibank Europe plc Czech Republic Jaromir Sindel

Citibank Europe Plc Hungary Eszter Gargyan

Bank Handlowy w Warszawie Piotr Kalisz; Cezary Chrapek

ZAO Citibank Natalia Novikova

Citibank Anonim Sirketi llker Domac; Gultekin Isiklar

OTHER DISCLOSURES

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (i) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
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purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports.

Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant
of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comiss&o de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC -
Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - S&o Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cézanne, 8éme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on
or any matters arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which
constitute an offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMar/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“*CGMM”) to its clients and CGMM takes responsibility for its contents.
CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala
Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product. The Product is made available in Mexico by Acciones y Valores
Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to
‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FAA) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities &
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Pakistan by Citibank N.A. Pakistan
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box
4889, Karachi-74200. The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc.,
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by
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The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc.,
which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal
Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned
in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within the
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10
Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (‘CGMSPL"), a capital
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square
Tower 1, Singapore 018960, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipients
who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The
Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of
Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection
with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures
Act (Cap. 289). This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no
independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client Relationship Manager
in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients who are accredited
investors as defined under the Securities and Futures Act (Cap. 289). Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa
(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty)
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services
contained herein are not available to private customers in South Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which
is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in
the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan
and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective
license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and
Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are not
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising
the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as an
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the
Product must take into account existing public information on such security or the financial products or any registered prospectus. The Product is made
available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and
29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated
by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the
"Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should
not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector
covered is made available on request. Financial products and/or services to which the Materials relate will only be made available to Professional Clients
and Market Counterparties. The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by
Financial Services Authority. This material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by
the FSA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada Square,
Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.

Pursuant to Comiss&o de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.

Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at
https:/iwww.citivelocity.com/cvr/eppublic/citi_research_disclosures.

Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific
transactions or recommendations.

The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.

Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such
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platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution.

The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.

CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and
feeds from Reuters and Datastream.

© 2012 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use,
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this
information and any other MSCl intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices.
This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website
material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the
linked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall
be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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