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India Macro View
US Trip Tales - Stay Invested in the India Story

India still a favorite: Consensus view — We recently met ~50 institutional
investors in the US. Unsurprisingly, India remains a consensus favorite both as an Rohini Malkani
‘absolute’ and ‘relative’ play due to a trinity of factors i.e. (1) Business-friendly Modi +91-22-6175-9876
govt; (2) Pro-active RBI Governor Rajan; and (3) Commaodity tailwinds. Following a rohini.malkani@citi.com
strong market performance in 2014 (equity +30%, bond ~13-14%, INR Anurag Jha
outperformed by 4-5%), most investors were of the view that the on-going cyclical +01-22-6175-9877
and structural upturn could result in India continuing to outperform in 2015, albeit at anurag.jha@citi.com

a modest pace. (See pg. 2 for a summary on the trinity of factors aiding India)

With thanks to

Not immune to risk-off, but relatively better-off — While dollar strength was
Abha Agarwal

largely expected due to divergent global monetary policies, the sharper-than-
expected fall in crude and recent Ruble depreciation have led to a mild risk-off
environment, with investors preferring to stay away from ‘the energy space’ and
companies with Russian exposure. India, despite its improving fundamentals is
clearly not insulated (INR down 2% in last 1m), however it is relatively better-off
considering (1) India is a net importer of crude; (2) Improving macro fundamentals;
and (3) Rising FX reserves and forward positions. (see pg. 6 for markets)

Common question: What could go wrong? Interestingly, despite high
expectations, memories of the 2013 taper tantrums have resulted in investors
remaining on guard and watching out for potential risks. The common concerns
were largely around (1) Growth not coming-in as fast as markets have priced them,
especially in the context of another large market move; (2) NPA issues in the
banking sector; (3) Potential standoffs in the upper house thereby denting the
reform momentum; and (4) Limited space on the fiscal side. Many feel that the first
full budget of the BJP govt in Feb-2015 will provide useful insights on the path
ahead.

Commodity fall a relief, but it’s not a one-way street — Our commodity team
notes that the global hydrocarbon industry could see cuts in capex on account of
lower crude prices and productivity gains. India too is not immune. Low commodity
prices could delay the investment upturn and/or result in import substitution in the
hydrocarbon as well as the mining space. However, at this juncture, we believe that
for India, the benefits in falling commodity prices out-weigh the negatives. (pg 4 & 5)

WHAT’s INSIDE

- Modi, Rajan, Commodity Boost — p2

Bottom-line: Re-iterate no room for complacency — Unlike the 2013 taper
tantrums, when India had a high current account deficit, elevated inflation and weak
growth, India’s fundamentals have improved. However, we re-iterate there is no
room for complacency as generalized EM risk aversion could result in reversal in
portfolio flows and external debt de-leveraging. None-the-less, we remain positive
on the India story with growth likely to edge back to 7% and lower inflation. For
more details on our 2015 outlook please see India Macroscope — Surprises in Store.

- What could go wrong? — p3
- Commodity windfall & flip side — p4,5

- Indian Markets — Still attractive — p6

- Statistical Snapshot — p7
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Modi, Rajan Effect and Commodity Boost

Figure 1. Modi Reforms Agenda- Announced and Pending
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Diesel price has been de-regulated; Gas price increased to US$5.6 per mmBtu from US$4.2 per mmBtu on GCV basis and to US$6.2 on NCV basis
Rollout of modified direct benefit transfer for LPG in 54 districts in Nov and all India from 1st Jan

Railways: 100% FDI in railway infrastructure; Defence: Increase in limit to 49% from 26%

Make in India: aggressive campaign to get FDI

Presidential assent for labor laws in Rajasthan, thereby providing some flexibility ; Shram-Suvidha Portal to allow single online return for 16 laws;
Transparency in Labor inspection — decided by computer draw, reports to be uploaded within 72 hrs; Universal account number for EPF accounts
Govt frames draft rules of coal ordinance, plans to allot 74 of 200+ cancelled coal blocks through auctions and allocations by 16t March

Banking Financial Inclusion plan; Expenditure management commission

1bn enrollment target for Adhaar (UID)

Integrated project-based infrastructure development

Clearance process (environment and forest) online

Hoardini made non-bail able offense. Rs5bn irice stabilization fund; Continued moderation of MSPs and offloadini food stocks

GST; Amendments to retrospective tax laws; Increase in FDI limit in insurance sector to 49%

Modification in incentive regime for hydrocarbon exploration (from cost-recovery to revenue-sharing model)
Making the recent law less onerous

Planning commission scrapped

National common market for agricultural produce

Single-window clearance for capital intensive steel, coal and power projects

Source: Govt, media reports and Citi Research

Figure 2. CPI - the New Nominal Anchor (%) Figure 3. Rajan’s Five Pillars - A Status Update

16 LYoY

Pillars Objective Progress So Far...
Monetary Policy Clarifying and strengthening the RBI proposes Flexible Inflation Targeting
monetary policy framework. Nominal Anchor moved from WPI to CPI
Changes in Liquidity Framework
Banking Expansion New entry, branch expansion, New bank license awarded to IDFC, Bandhan
\ encouraging new varieties of banks On-tap issue of licenses; Payment Bank Norms
CPI Target Range 4% 2% Market Broadening Broadening /deepening financial markets Long term bank Infra bonds
for better liquidity, pricing of risks CP!I indexed bonds
Proposed International Settlement of bonds
Financial Inclusion Expanding financial access to SME, Draft norms for small and payment banks
e unorganized sector, remote areas Push for mobile-based banking

Restructuring/Distress  Mechanism to deal with corporate/F| Refinancing infra loans under take out financing

Source: CSO, Citi Research management distress and debt recovery not construed as restructuring

Norms for Distress asset management
Source: RBI, Citi Research

CRUDE PRICES FALL 40% SINCE JUNE

There has been a ~40% decline in crude 160
prices since June from US$115/bbl to 140
~US$60/bbl. This bodes well for: 120
100

Inflation: RBI study indicates a 10%
change in the price of crude could alone 80
affect CPI inflation by 20bps. 60
40
CAD: Crude accounts for 30% of imports; 20
$1/bbl change in oil price impacts CAD o

by US$900mn.

Figure 4. Trends in Crude Prices (US$/bbl)
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Source: Bloomberg
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IF GROWTH-INFLATION IMPROVES
SLOWER THAN OUR BASELINE

Following a period of slowing growth and
elevated inflation seen during FY11-FY14,
trends have reversed.

GDP: We expect growth to pick up to
5.6% in FY15, and 7% in FY17 from sub-
5% levels before.

CPI: We expect CPI to ease towards 6%,

in-line with the RBI’s glide path, from
double-digit levels before.

OPPOSITION IN RAJYA SABHA

Ruling BJP government continues to
have a minority status in the Upper
house. This could potentially cause
delays in major reforms.

As BJP gains strength in state
assemblies — as seen recently in Haryana
and Maharashtra — its numbers could
increase in the Rajya Sabha.

But, this may take 2-3 years. In the
interim, passing legislation through
multi-party dialogues or joint sessions
remains an alternative.

GLOBAL MARKET TURBULENCE

USD strengthening was widely expected
on divergence in global monetary
policies.

The recent fall in crude and Ruble
depreciation has led to a mild risk-off
environment.

As a result, USD has strengthened
further against most currencies.

Citi Research

What Could Go Wrong?

Figure 5. Trends & Projection in GDP & Inflation
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Source: CSO, Citi Research estimates

Figure 6. Rajya Sabha Retirement Schedule — Party Wise

2014 2015 2016 2017 2018 2019 2020  Total

INC 4 21 3 19 2 19 69
BJP 1 12 2 16 12 43
BSP 6 6 2 14
AITC 4 4 5 13
JD(U) 5 4 3 12
AIADMK 3 4 4 1

SP 1 3 6 10
fotal_____________|__f0l 0] 72l 0l 6ol 8l 63 241

Source: Rajya Sabha

Figure 7. Pending Reforms

Finance GST; Retrospective amendments to tax laws; Increase in FDI limit in insurance sector to 49%
Energy Modification in incentive regime for hydrocarbon exploration (to revenue-sharing model)
Land acquisition Making the recent law less onerous

Econ planning  Planning commission scrapped

Food National common market for agricultural produce

Investments Single-window clearance for capital intensive steel, coal and power projects

Source: Media Reports, Citi Research

Figure 8. Dollar Strengthens on EM Risk Aversion
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CURRENT ACCOUNT DEFICIT TO
NARROW

We expect the CAD to remain in-check at
1.6% and 1.3% of GDP in FY15 and FY16
as the impact of a ~40% drop in crude
prices is likely to offset higher gold
imports.

ASSUMPTIONS

Exports: US$358bn up 6.5%; Imports:
US$504bn up 5%; Non-oil/non-gold: 12%

Gold: 800 tonnes, priced at US$1220/0z

Oil price: US$80/bbl (Every US$1/bbl
change in prices = US$900mn on CAD)

Figure 10. Fuel Sensitivity of Inflation

WPI weight CPI weight
Crude Petroleum 0.90% 0%
Diesel 4.67% 0.01%
Petrol 1.09% 1.66%
other mineral oil 2% 0%
Bus/Tram/Taxi/auto fare 0 1.31%
Total

Source: Office of Econ Advisor, NSSO, Citi Research

FUEL SUBSIDY

The de-regulation of diesel and lower
crude prices bodes well for lower under
recoveries for oil companies.

Our team’s current assumption for FY16 /
17 is based on crude at US$97/bbl

It is noteworthy that every US$1/bbl
change in oil prices would impact under-
recoveries by US$700mn.

As a result, the fuel subsidy cost for
government could decline by 0.4%-0.5%
of GDP in FY 16/17.

Citi Research

Lower Commodities — Windfall for India

Figure 9. Trends in Current Account Deficit
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Figure 11. Trends in CPI (%)
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Figure 12. Trends in Oil Under-recoveries / Subsidies (Rs bn)
Year Ending Mar 31 FY11 FY12 FY13 FY14 FY15E FY16E FY17E
Gross Under-Recoveries | 782 1,385] 16100 1399 _837] 681|675
- Diesel 347 812 921 628 125 0 0
-LPG 218 300 396 465 410 402 413
- Kerosene 195 274 294 306 302 279 262
Less: Upstream sharing 303 550 600 670 649 506 497
% of total 39% 40% 37% 48% 7% 74% 74%
Less: gov't compensation 410 835 1,000 708 188 175 178
% of total 52% 60% 62% 51% 23% 26% 26%
Crude Prices (US$/bbl) 87 114 111 108 103 97 95
INR/USS 456 479 54.4 60.4 61.0 62.0 62.0
Diesel losses (Rs / Itr) (3.4) (8.9) (9.9 (6.9) (1.7) 0.0 0.5
LPG losses (Rs/cylinder) (248) (331) (448) (471) (435) (398) (393)
Kerosene losses (Rs / Itr) (16.6) (25.8) (30.5) (35.0) (33.8) (32.6) (31.4)

Source: PPAC, OMCs, Citi Research estimates

citivelocity.com



India Macro View
22 December 2014

COULD IMPACT CAPEX IN THE AREA OF
HYDROCARBONS

We expect investments to pick up to
2.5% in FY15 and further to 6.5% in FY16.

Low commodity prices could delay the
investment upturn and/or result in import
substitution in the hydrocarbon as well
as the mining space.

However, at this juncture, we believe that
for India, the benefits in falling
commodity prices out-weigh the
negatives.

FINANCING REMAIN A CONCERN DUE
TO NPA ISSUES

Gross NPAs+ restructured assets in infra
sector are ~20% of total advances.

This has led to risk aversion from the
borrower and the lender (e.g., avg
lending rate for power sector is 13.7% vs.
policy rate of 8%).

Solution lies in wider financing options,
e.g., bonds, enabling environment for
infrastructure, e.g., pass through of
costs, dispute resolution.

LOW CAPEX TO KEEP DOMESTIC
CRUDE PRODUCTION SLUGGISH

Crude production has remained stable in
the last three years. The growth in crude
production could moderate given slower
capex.

Crude production was 39mn tonne in
FY14 and is expected to rise to 41mn
tonne in FY15 and 43 mn T in FY16E.

Cc

The Flip side of Lower Commodities

iti Research

Figure 13. Trends in Investments (%YoY)
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Figure 14. Stressed Assets (% of advances)
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Figure 15. Trends in Oil Production and Imports
FY13 FY14 FY15E FY16E
A. Crude prodn (Mn T) 379 38.9 411 434
B. Crude Imports(Mn T) 184.8 189.6 195.0 2121
Crude Oil Req (A+B) 222.7 228.6 236.1 255.5
olume Terms (Mn T I
Cons of Petrol Products 157.1 158.2 165.8 1724
Petro Product Exports 63.4 68.4 68.8 80.2
alue Terms (USSbn |
C. Total Imports 164.0 165.2 143.9 129.4
D. Petro Product Exports 60.9 62.7 56.9 571
Net Oil Import Bill (C-D) 103.2 102.5 87.0 723
Avg Oil Price 108.0 105.5 93.0 80.0

Source: PPAC, DGCI&S, Citi Research estimates
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STOCKS RETURN 35% in 2014

Improving growth inflation dynamics
makes India markets attractive.

Positive investor sentiment could
continue to favor Indian markets.

BONDS RETURN 13-14% in 2014

Slowing Inflation and improving rates
outlook helped 10 year bond to ease from
9% to ~8% currently.

We expect RBI to cut rates by 100bps by

FY16, thus resulting in bond yields
softening towards 7.5-7.75%.

INR TRADING RANGE WIDENS TO 61-64

While India remains better positioned
due to lower crude, the trading range
could likely widen on EM weakness.

Figure 18. Trends in Fx Reserves (US$bn)

Fx O/S Forwards
Reserves
<lyrMat >1yrMat  Total

--ﬂ
Oct 13 281. 5 85  -145
Nov-13 290.7 -6.4 261 -325
Dec-13 293.9 6.6 260  -326
Jan-14 29141 5.9 260  -318
Mar-14 304.2 5.1 260  -31.0
Apr-14 311.0 6.1 260  -32.1
May-14 312.2 14.5 260  -115
Jun-14 316.1 25.8 -26.0 -0.2
Jul-14 319.8 31 4 -26.0 54
Aug 14 318. 4 -26.0
-m
Oct 14 31 5.9
Nov-14 314.9

Source: RBI, Citi Research

Citi Research

Indian Markets — Still Attractive

Figure 16. Trends in Sensex
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Figure 17. G-Sec Yields with Repo (%)
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Figure 19. INR-REER Close to Fair Value
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Statistical Snapshot

Figure 20. India Macroeconomic Summary FY04 - 17E

Fiscal Year to 31 March FYO4 FY05 FY06 FYO7 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15E FY16E FY17E
National Income Indicators
Nominal GDP(Rs bn) 28,617 32,422 36,934 42,947 49,871 56,301 64,778 77,841 90,097 101,133 113,551 128,312 146,276 165,467
Nominal GDP (US$ bn) 623 720 834 950 1,241 1,224 1367 1,708 1873 1873 1880 2,070 2,359 2,805
Per Capita GDP (US$) 582 662 754 847 1,090 1,061 1,168 1440 1558 1539 1499 1651 1854 2,171
Real GDP growth (%) 8.1 7.0 9.5 9.6 9.3 6.7 8.6 8.9 6.7 45 4.7 5.6 6.5 7.0

Agriculture growth (%) 9.0 0.2 5.1 4.2 5.8 0.1 0.8 8.6 5.0 14 47 0.5 3.0 3.0
Industry growth (%) 7.3 9.8 9.7 12.2 9.7 44 9.2 7.6 7.8 1.0 0.4 39 59 7.0
Services growth (%) 8.1 8.1 10.9 10.1 10.3 10.0 10.5 9.7 6.6 7.0 6.8 75 75 7.8

By Demand (%YoY)

Consumption 54 1.9 8.7 7.7 9.4 7.7 8.4 8.2 8.9 52 47 5.6 6.8 6.8
Pvt Consumption 59 1.7 8.6 8.5 9.4 72 74 8.7 9.3 5.0 48 55 7.0 7.0
Public Consumption 26 34 8.9 3.8 9.6 10.4 13.9 5.8 6.9 6.2 3.8 6.0 6.0 6.0

Gross Fixed Capital Formation 13.6 20.7 16.2 13.8 16.2 35 7.7 11.0 12.3 0.8 0.1 25 6.5 8.5

Cons; Invst, Savings * (%GDP)

Consumption 75.0 70.1 69.2 68.0 67.2 68.6 69.1 67.5 68.5 68.8 68.9 69.2 68.9 68.9

Gross Capital Formation 26.9 32.8 34.7 35.7 38.1 34.3 36.3 36.5 36.4 34.7 314 317 317 314

Gross Domestic Savings 28.7 324 334 34.6 36.8 32.0 33.7 33.7 31.3 30.1 30.5 30.8 31.0 31.0
Real Indicators (%YoY)

Commercial vehicle sales 36.2 224 101 33.3 42 214 39.2 27.0 19.5 19 -20.2 4.5 11.6 15.0

Car sales 27.2 17.8 7.7 20.7 121 0.3 25.7 29.2 39 24 6.7 1.7 10.6 19.0

Two-wheelers 11.3 15.7 13.6 11.5 -7.8 27 25.9 258 13.9 29 7.3 10.0 10.0 15.0
Diesel consumption 1.2 6.9 14 6.7 111 8.5 8.9 6.5 8.0 6.7 -1.0 4.0 4.0
Mobile Tele density 31 48 8.2 141 22.0 33.0 485 66.8 75.1 79.0 87.9 78.0 80.0
Monetary Indicators (% YoY)

Money supply 13.0 14.0 15.9 20.0 221 20.5 19.2 16.2 15.8 13.4 17.0 16.0 17.0 175
Inflation — WPI (Avg) 55 6.5 37 6.5 48 8.0 36 9.6 8.8 75 59 4.0 4.0 4.0

CPI (Avg) 38 39 4.2 6.8 6.2 9.1 123 10.5 8.4 10.2 9.5 72 6.2 6.0
Bank credit growth 15.3 30.9 37.0 28.1 22.3 175 16.9 215 17.0 141 15.0 14.0 15.0 16.0
Deposit growth 175 13.0 24.0 238 224 19.9 17.2 15.9 135 14.2 135 14.0 14.0 14.0
Fiscal Indicators (% GDP)

Centre's fiscal deficit) 4.3 -39 4.0 -3.3 25 6.0 6.5 4.8 5.7 4.9 4.6 4.1 4.0 -3.6

State fiscal deficit -39 -34 25 2.1 14 2.3 2.9 2.1 24 2.3 2.2 2.6 25 26

Combined deficit (Centre+State) 8.2 12 6.5 5.4 4.0 8.3 93 6.9 8.1 -1.2 6.9 6.7 6.5 6.2

Off Balance Sheet Items 0.5 0.9 0.6 1.7 -0.2

Combined liabilities ( dom+ext) 90.0 88.8 84.6 79.9 76.1 76.8 755 70.2 69.6 69.8 69.6 68.5 66.2 64.7
External Sector (% YoY)

Exports (US$bn) 66.3 852 1052 1289 1662 189.0 1824 250.5 309.8 306.6 318.6 3361 3580 3938

% YoY 233 285 234 226 28.9 13.7 -3.5 37.3 23.7 -1.0 39 55 6.5 10.0

Imports (US$bn) 80.0 1189 1571 190.7 2576 3085 3006 3811 4995 5022 466.2 4802 5042 5496

%YoY 241 48.6 321 214 35.1 19.8 2.6 26.7 3141 0.5 7.2 3.0 5.0 9.0

Trade deficit (US$bn) 137 337 519 618 915 -1195 -1182 -1306 -189.8 -1957 -147.6 -1441 -1462 -155.8
Invisibles (US$bn) 27.8 31.2 420 52.2 75.7 91.6 80.0 846 1116 1075 1152 1108 1163 1214

Current Account Deficit (US$bn) 141 2.5 -9.9 96 157 279 382 459 -782 882 -324 -332 -300 -344
% to GDP 23 0.3 -1.2 -1.0 -1.3 2.3 2.8 2.7 4.2 4.7 1.7 -1.6 -1.3 -1.3

Capital Account (US$bn) 16.7 28.0 255 452  106.6 74 51.6 62.0 67.8 89.3 488 80.5 84.5 82.5

% GDP 27 39 31 48 8.6 0.6 3.8 36 36 48 26 39 36 3.0
Forex Assets (incl gold) (US$bn) 1103 1409 1516 199.2 309.2 2523 277.0 3035 2944 2926 3037 3509 4055 4536
Months of imports 16.5 14.2 11.6 125 14.4 9.8 111 9.6 71 7.0 7.8 8.8 9.7 9.9
External Debt (US$bn) 1127 1340 1391 1724 2244 2245 2609 3179 3608 4094 4422 4501 4651 480.1
Short Term Debt (US$bn) 44 17.7 19.5 28.1 457 43.3 52.3 65.0 78.2 96.7 89.2 87.9 92.9 97.9
Exchange Rate
USS$/INR - annual avg 459 45.0 443 452 40.2 46.0 474 456 48.1 54.0 60.4 62.0 62.0 62.0

% depreciation 5.2 2.0 -1.6 20 -1141 14.4 3.0 -3.8 55 12.3 11.9 26 0.0 0.0

* At current prices.
Source: CSO, RBI, Ministry of Finance, Citi Research estimates
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: India.

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 Research product ("the
Product"), please contact Citi Research, 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 India Private Limited Rohini Malkani; Anurag Jha

OTHER DISCLOSURES

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to India. (For an explanation of the determination of significant
financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)

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 Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research 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
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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
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 Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global
Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.

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 Limited. (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 - Associagdo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagdo 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 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. 1202, 12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra East, Mumbai - 400051 Corporate
Identity Number: U99999MH2000PTC126657 Tel:+9102261759999 Fax:+9102261759961. 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 by the PRA and regulated by the FCA and the PRA. 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 100-180, 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/websquare/index.jsp?w2xPath=/wq/fundMgr/DISFundMgrAnalystList.xml&divisionld=MDIS03002002000000&serviceld=SDIS03002
002000. The Product is made available in Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial
Supervisory Service. Address is Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. 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.
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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 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 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. 399 Interchange 21 Building, 18th Floor, Sukhumvit Road,
Klongtoey Nua, Wattana ,Bangkok 10110, 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 Citi Research 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 by the Prudential
Regulation Authority (‘PRA”) and regulated by the Financial Conduct Authority (“FCA”) and the PRA. This material may relate to investments or services of
a person outside of the UK or to other matters which are not authorised by the PRA nor regulated by the FCA and the PRA 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 authorised by the PRA and regulated by the FCA and the PRA.

Pursuant to Comissao 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 Citi Research's Products can be found

at https://www.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 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
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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.
Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi’s proprietary distribution
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is
discretionary and is done only after the research has been disseminated.

The level and types of services provided by Citi Research 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.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from
company reports and feeds from Thomson Reuters. The printed and printable version of the research report may not include all the information (e.g., certain
financial summary information and comparable company data) that is linked to the online version available on Citi's proprietary electronic distribution
platforms.

© 2014 Citigroup Global Markets Inc. Citi Research 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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