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Slowdown Not Showdown
French Retail Banking in Austere Times

Austere Times — Our economists expect 2013 to be the second year of 'no
growth' for France. If anything, meeting deficit targets may require further austerity.
French retail banking will not be immune. However, it will remain a relatively stable
‘cash cow', in our view.

Sluggish Top-Line Offset By Cost Control — Credit growth is weakening (c2%)
although robust deposit growth (c9%) helps to protect net interest margins (see
Avoiding the Margin CIiff, 3 July 2012) & further close the funding 'gap’. Regulatory
reform may continue to weigh although the worst of the pressure from weak market-
sensitive fees & commissions may be behind us (Figure 32). Continued cost control
and positive operating jaws should largely 'protect' operating profit.

Provisioning Cycle Turns Further — We expect a further increase in French retail
provisioning towards 45-50bps in 2013E, from c40bps in 2012E and c30bps in
2011. This increase should have a relatively moderate impact (c5-7% headwind) on
retail operating earnings. Moreover, 'kicking the tyres' to peak provisioning levels
(2009) would have a manageable 1-6% impact on Group earnings (Figure 23).

Q3 Preview: Capital Markets in Spotlight — 3Q12 should be characterized by a
further, well-documented ‘soft landing’ in French retail (Figure 31). We expect
relative strength in capital market revenues notably driven by strong debt issuance,
better rates and recovering equity derivatives (Banking on Markets - 26th Edition,
19 October 2012). Moreover, French banks have generally significantly exceeded
their 2012 funding plans, with recent funding costs closer to 1H11 levels (Figure 9).

Overweight French banks, Prefer SocGen and BNP Paribas — We continue to
be Overweight on French banks and believe that concerns on capital, deleveraging
and regulatory risk are overdone. Potential regulatory forbearance on LCR in late-
2012 could be supportive. Our preference is for BNP Paribas and notably SocGen
(Most Preferred) where we believe that capital concerns are overdone & potential
disposals, including that of NSGB (Egypt) could significant accelerate the 9% B3
timeline from end-2013. See page overleaf for updated forecasts & TP.

Figure 1. Provisions should remain moderate (we forecast 45-50bp in 2013E)
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Figure 2. Changes to Forecasts

Current Year
Rating Target Price Earnings Estimates

Company Ticker Old New Old New Old New
BNP Paribas BNPP.PA 1 1 €43.00 €47.00 €5.86 €5.53
Societe Generale SOGN.PA 1 1 €30.00 €30.00 €2.35 €1.77
Credit Agricole CAGR.PA 2 2 €6.40 €6.70 €0.11 €-0.41
Natixis CNAT.PA 2 2 €220 €2.80 €0.26 €0.27
Source: Powered by dataCentral.

Figure 3. French Banks - Valuation Metrics

Share Price

Bank RIC Rec Curr Now Target +-% 2012E 2013E $bn

BNP Paribas SA BNPP.PA Buy E 40.9 47.0 +15% 7.4x 7.7x 51

Societe Generale SOGN.PA Buy E 26.0 30.0 +15% 14.7x 6.4x 20

Credit Agricole SA CAGR.PA Neutral E 6.2 6.7 +7% <0 5.0x 16

Natixis CNAT.PA Neutral E 2.7 28 +5% 10.0x 7.8x 8

Source: dataCentral, Citi Research
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Worrying signs on the economy: flat 1H
GDP growth, business confidence back
to 2009 levels and rising unemployment

-0.2% GDP growth in 2013E according to
our economists vs consensus +0.3%,
government +0.8%

3% deficit target means additional
austerity measures are likely...

...except if EU agreement to delay
austerity

Citi Research

l. French Banking Still Relatively Attractive

We dive into the impact from the weakening economy on French retail banking, both
directly (growth, provision) and indirectly (sovereign impact on borrowing costs and
cost of equity). Overall, we continue to believe that French retail banking remains
relatively attractive compared to other Eurozone countries in light of lower
household leverage and conservative lending policies, robust deposit growth and
relatively high profitability.

The Macro View: The Weight of Austerity

The French economic engine is rapidly slowing down. In 1H12, GDP growth was flat
on an annualized basis compared to 0.5% in 2H11 and a relatively healthy 1.9% in
H1 2011. Economic sentiment and other surveys of business confidence are well
below historical averages: the composite flash PMI for September recorded a drop
of 4.8 points to 44.1, its lowest reading since April 2009. Unemployment is also a
concern, rising at a slightly faster pace than other soft core countries and the gap
with Germany is becoming considerable. This highlights a gradual erosion of
competitiveness (mostly due to differences in the product mix) that will require the
government to lower the cost of labor in our view.

Our economists remain more cautious than consensus on French GDP forecasts in
2013E (-0.2% vs consensus +0.3%, government +0.8%), partly due to their 60%
probability of a Grexit in the coming 12-18 months and the (manageable but tough)
contagion effects that would follow this event. The absence of Grexit would possibly
lead to growth similar to consensus expectations.

The French government’s 3% deficit target is critical. As the government adjusts
growth expectations, it will likely pass additional austerity & structural measures in
order to impress investors & rating agencies (e.g. -0.2% growth would imply an
extra €18bn of fiscal tightening) — possibly in early 2013.

The alternative to additional austerity would be for HOSHoGs (Heads of States &
Governments) to decide that the protection of the euro area’s 2013 GDP growth is
paramount once the Fiscal Compact Treaty has been fully ratified, allowing member
states to focus on slightly smaller structural budget deficit adjustments. More details
in our economists’ report ‘2013 Budget: Structurally Austere, But Doubtful Targets’.

Figure 4. Sluggish French Economic Outlook

Figure 5. Economy Weighed by Austerity: Change in French Structural

Deficit (%)
2011 2012F 2013F 20

Real GDP YoY 1.70% -0.10% -0.20% 18 | 1.8 18
Final Domestic Demand YoY 0.9 0.2 0.2 ’
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F Citi forecast. YoY Year-to-year growth rate. Note: Forecasts for GDP and its

Sources: French Audit Court of Accounts

components are calendar adjusted. Sources: INSEE and Citi Research
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Figure 6. Sovereign Rates Still Matter to
Bank Share Prices
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The Rates View: Better Outlook than in 2011

The relationship between French sovereign rates and bank funding costs (and also
share prices — see Figure 6) remains strong. With this relationship in mind, we
summarize our interest rates strategists’ views on French government bonds (more
details in ‘International Interest Rate Strategist - Focus on France’, 27 Sept.):

® 2012: Non-Residents Supported Yields — Over 2011-12, the share of non-
resident investors in French bonds has been resilient, declining to ¢55% in 1Q12
— close to its average over the decade (Figure 7). Over the year, strong demand
for OATs has been supported by central banks diversifying away from peripheral
EMU debt, the Swiss National Bank’s (SNB) defense of the EUR/CHF peg,
Japanese banks’ carry trade as well as hedge funds’ short-covering of positions
on French bonds contracted in late 2011.

m 2013: Yields Could be Helped by Domestic Demand — French banks’ holdings
of domestic government bonds remain lower than European peers (Figure 8).
Our rates strategists therefore believe that domestic investors will play a central
role in the event of rising sovereign risk premia.

B Longer Term: More Credit Rating Downgrades Likely — Our strategists expect
Moody’s to place France’s sovereign rating on review for possible downgrade
followed by a one-notch cut (to Aa1), based on expectations for a Grexit (now
expected around 1H14 see Sovereign Ratings Outlook, 25 July). Over the next 2-
3 years, they expect France’s rating to reach AA/Negative for S&P (from AA+
Negative today) and Aa1/Negative for Moody’s (from Aaa today).

Figure 7. Resilient Non-Resident Holdings of French Sovereign Bonds  Figure 8. Holdings of Domestic Bonds Relatively Low at French Banks
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Funding costs have fallen sharply and
excess liquidity weighs — LTRO
reimbursement is an option

Citi Research

Funding Ahead Of Plans, Cost ‘Normalising’

Banks’ issuance remains strong, with costs declining to levels last seen in early
2011 (Figure 9). Banks have also issued far more than their requirement in 2012
(Figure 10). Together with LTRO funding, BNP Paribas highlighted that excess
liquidity cost the bank €565m in 2Q12. We believe that some French banks may
consider the opportunity to repay the LTRO, with LTRO 1 offering an early
repayment option in December.

Figure 9. (Public) Wholesale Borrowing Costs Back to 2011 Levels

spread over ms (bp) 1H12 average:
250 rate: ~170bp+ms
% maturity: 7Y a
230 +
X m 3Q12 average:
210 + rate: ~150bp+ms
maturity: 6Y

190 - X

rz:t:l'1 11?;&;;??55 Quarter to date:
170 + rﬁaturit 7y =~ rate: ~100bp+ms

! =7 X O~ maturity: 8Y
150 - - s ~ QX
-
n - S o
130 -
- - ~ ~

110 4 o - ‘<>

X
90 ~ ] X
70 A
50 t t t t t t t t t t t t t t t t t t t t

Jan- Feb- Mar- Apr- May- Jun- Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun- Jul- Aug- Sep-
" 11171 1111111111112 12 12 12 12 12 12 12 12

© BNPP mSG CASA X BPCE

Source: Dealogic, Citi Research
Note: Based on unsecured bonds price data available from Dealogic. Averages are imperfect measures given the
small size of samples, but offers insights on trends

Figure 10. 140-180% of 2012 Medium & Long Term Funding Target Met for BNPP, SG & CASA

2010 Target 2011 Target 2012 Target 2012 Achieved
(ex LTRO)
BNP Paribas €30bn €35bn €20bn €28bn (140%) at 7 Sept.
SocGen €28bn €26bn €10-15bn €18.8bn (150%) at 17 Sept.
CASA €25bn €27bn (€22bn market, €12bn market €16.6bn (180%) as at Sept.
€5bn retail)
BPCE €33bn €18bn €16bn (91%) at 30 Sept.

Source: Company Reports and Citi Research
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French retail banking attractive in
Eurozone context thanks to low
household debt and smooth LDR
deleveraging from strong deposit growth

Citi Research

Micro View: Remain Constructive, Watching Risks

In the Eurozone context, we remain constructive on the near-term outlook of French
retail banking, particularly compared to other Euro Area countries:

Private leverage remains manageable — French household leverage is one of
the lowest of advanced economies (67% of GDP vs c90% for sample - Figure
11). Corporate leverage (136% of GDP) is more comparable to the average
(140%) and could be partly driven by a high number of large French
multinationals.

LDR deleveraging helped by deposit growth — We believe that markets with
high levels of off-balance sheet savings pools benefit from ‘natural’ deleveraging.
Like the US, we believe that France has been a beneficiary of a significant shift
from US MMFs to deposits (Figure 12), allowing its loan-to-deposit ratio to
decline from ¢c140% to a more manageable c120% today. This ratio should
further decline as deposit growth (up 9% yoy in July) continues to outpace loan
growth (c2%, respectively) - see our accompanying ‘French Big Picture’ report.

Still a Cash Cow — Although under pressure from the weak economy (subpar
revenue growth, provisioning cycle), the French retail banking model remains
intact, in our view, with RoE remaining above 15-20% (Figure 15).

Figure 11. Leverage is Low for French Households, Comparable to Figure 12. Rapid French LDR Improvement (from ¢140% to c120%)
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Key risks to French retail P&L (sluggish
revenue, provision cycle and regulatory
reforms) are manageable

Better prepared for tail risks on funding

We see the following (French specific) risks:

Sluggish revenue growth: We forecast -0.5 to -1% revenue decline in 2013E -
subpar to historical trends compared to nominal GDP growth (Figure 14).

— Volume slowdown to continue but remain positive and with further LDR
improvement.

— Net interest margins should see modest pressure. Negative pressure
comes from declining reinvestment yields, further deterioration in the deposit
mix and deposits not re-pricing as rapidly as loans. This should be partly offset
by ongoing replacement of (pricier) wholesale funding with deposits through
asset re-pricing. See our detailed analysis on margin trends in Avoiding the
Margin Cliff (July 2012).
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Figure 13. French retail C/l ratios high
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— Banking & financial fees & commissions (F&C) to remain at low levels:
Weak client risk appetite and regulatory pressure should continue to weigh on
F&C. However, the recent recovery in markets could decelerate this trend.

B Provisioning cycle to be tame — The key driver for NPLs, and therefore
provisions, remains GDP growth (Figure 16). Based on historical trends, we
therefore expect provisions at 40-50bp vs ¢40 bps in 2012E. More details below.

B Cost Opportunity? Structurally, cost income ratios in French retail remain higher
than international peers (Figure 13). We expect no dramatic change in the near
future, not least due to the sensitive issue of employment. However, declining
revenue could act as a catalyst to accelerate cost measures, in our opinion.

m Reforms to regulated savings could hurt liquidity: We remain uncomfortable
with the Government’s appetite for the sizeable French savings. Beyond the
increase of the ceiling of regulated accounts, the government aims a more
comprehensive reform at the end of the year to pursue its policies, such as
municipal lending. This could imply a lowering of the commission paid on
deposits centralized at the government’'s CDC and a widening of regulated
accounts. We believe the direct impact (additional deposits centralized and lost
revenue) should be manageable, but we are more concerned about the indirect
impacts, in particular if deposit growth slows down.

B Increased taxation & other banking reforms: As mentioned above, the
government’s 3% deficit target is likely to result in additional austerity measures —
and possibly additional taxes affecting banks. We discuss structural reforms in
the section Separation of ‘Speculative Activities’: Work-in-Progress.

m Better prepared for funding tail risks

— Deposit war remains key risk, but unlikely, given (i) robust deposit growth,
(i) considerably lower pressure on wholesale funding (vs late 2011), (iii)
central bank warnings, (iv) the oligopolistic banking structure.

— Resurging €-zone stress: A reversal in the improvement of bank wholesale
funding costs is possible, but as demonstrated over 1H12 this is surmountable
with (a) high levels of pre-funding, (b) higher reliance on covered bonds and
private placements, (c) lower funding requirements driven by deleveraging, (d)
optionality of access to central bank funding.

Figure 14. Revenue Growth to Remain Subpar to Historical Trends

M Revenue Growth
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Figure 15. French Retail Profitability Equation is Solid (2013E)

Nominal GDP Growth

Provisions would have to
be 4x higher than our
forecasts to lead to losses

~105%

~15-209

| -65%

-4%

Revenue / Equity Costs / Equity Provisions / Equity Pre tax RoE Tax / Equity RoE

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 |2012E 2013E 2014E

Source: Company Reports and Citi Research Estimates
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Note: Based on SG, BNPP, LCL; equity = 9% of RWA

7 citivelocity.com



Slowdown Not Showdown
23 October 2012

Figure 16. GPD Growth Best Predictor for
Provision Reserve Growth Historically
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Focus on French Retail Provisions

We continue to expect a moderate increase of provisions, reaching 45-50bp vs
c40bp in 2012E and ¢30bp in 2011, based on our economists’ -0.2% GDP growth
forecast (Figure 18).

B SMEs are likely to drive provision charges in 2012E. This is because of SMEs’
higher sensitivity to GDP growth (Figure 19). Furthermore, smaller corporates
(Figure 22) could also suffer more in the early stages of a downturn.

® We remain cautiously comfortable with household loans, at this stage. This is
because we do not forecast significant changes in the key drivers of mortgage
loan losses: unemployment, level of interest rates and change to household
income.

® (Moderate) house prices changes should have a manageable impact. We
reiterate the arguments that we view mortgage lending as being conservative
(with moderate LTV, lending based on income, fixed rates, guarantee
mechanisms, recourse) and supported by robust demand (driven by low interest
rates, favourable demographics and housing formation, low debt levels and high
savings rates). Conservative lending policies in the run up to this probable
recession should also allow for moderate deterioration. According to FNAIM
(federation of real estate agencies) French house prices have declined by 1% ytd
and could decline by 5% in 2013.

B Our stress test assumes a worsening of the economic situation in 2013E which
would lead to economic growth similar to 2009E (-3%) and when house prices
fell by 8%. This would take out 1-6% of group earnings (Figure 23 for details).

Figure 17. GDP Forecasts Suggest Provision Growth will be Moderate

Next Year
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Figure 18. Regression Suggests Provisions of c40-45bp in 2013E from
c40bp in 2012E (we forecast c45-50bp)
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Figure 19. Business mix matters: provisions likely to be driven by

Figure 20. ...business mix not significantly different between banks...
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Figure 21. ...but slight variations between banks in provisioning Figure 22. ...likely explained by degree of exposures to smaller
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Figure 23. Provisions reaching decade peak would hit 1-6% of group earnings
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Regulatory uncertainty remaining: (i)
Separation of ‘speculative activities’, (ii)
Liquidity ratios. We believe focus will be
on preserving economic growth

Liikanen proposals are potentially
significant — but implementation is likely
to take time and Banking Union (EBU)
should remain the priority

Citi Research

Il. Regulatory Update: IB Split & Liquidity

Two regulatory overhangs remain on French banks. First, Hollande’s promise to
isolate ‘speculative operations’ has found a new twist with the findings of the
Likkanen proposition. We however continue to lack a clear framework. Second, the
requirements of the liquidity ratios, where we continue to see mounting pressure for
‘recalibration’ (i.e. significant watering down). On both topics, we remain relatively
sanguine, given governments’ focus on economic growth and the French track
record of negotiating reforms that are manageable for all parties.

Separation of ‘Speculative Activities’: Work-in-Progress

As we explained in First-Take of Liikanen Group Proposals (3 October), the key
recommendation from Liikanen report are:

® Trading book ring-fence: two-step process; in the first stage banks with high
levels of trading and available-for-sale assets (over €100bn or 15-25% of bank’s
total assets) are to be selected, before a second threshold — yet to be calibrated
by the European Commission — is applied. We view the Liikanen approach more
as a Volcker/Dodd Frank approach than a UK Vickers-style retail/wholesale split.
The differentiating approach appears to be on whether a business is ‘socially
useful’ or otherwise; financing, corporate hedging and underwriting operations do
not require separation. We believe French banks’ gearing to servicing corporates
could alleviate the weight of these proposals (Figure 25).

m Potentially more focus on leverage: the Group also questioned whether
current (Basel 3) leverage requirements are sufficient. Based on our US-style
leverage analysis (Figure 26), CASA could be at risk in our view.

B Potentially more robust risk-weights on the trading book & real estate
assets. This could include RWA floors’ to ensure sufficient buffers against
substantial property market stress. The Group also supports LTV (loan-to-value)
and LTI (loan-to-income) ‘caps’.

B Emphasis on BRR (Bank Recovery & Resolution) plans, including “a sufficiently
larger layer of bail-inable debt”

Politicians’ reactions suggest process will take time, particularly given the priority
on the European Banking Union (EBU).

m EU focus is on EBU: The next step for the Commission is to decide which
proposals to put forward. Such proposals would then also require an impact
assessment before going for parliamentary approval. We suspect that the timing
of implementation is likely to be a ‘drawn-out’ process. In the mean-time, we
believe the European institutions’ focus in on the implementation of the EBU.

B French government likely to propose ‘own’ reforms. Officially, the French
government targets reforms by year-end and has previously said it would
consider ongoing EU reforms. However, first reactions post Liikanen report
appear cautious; with the French Finance minister reiterating support for the
universal banking model, but details remain scarce.
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Figure 24. French Banks’ CIB is Biased
Towards Financing
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Note: CIB Revenue as % Group Revenue, 9M11;
Financing defined as loans to corporates and other
transaction related services, where data is available

Figure 25. French Banks’ CIB Relationships
Biased Towards Corporates
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2011

Figure 26. Comparative Adjusted Leverage Trends — 1H11 vs 1H12; CASA at Risk
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Liquidity Ratios: Reiterate Constructive View

As highlighted in Banking on Europe (5 September), banks and the financial system
Figure 27. Potential Collateral Requirements potentially facing a collateral 'crunch’ from the trio of: i) banks' LCR (liquidity

from LCR & OTC Derivatives (US$) coverage ratio) requirements, ii) margin posting via CCP clearing as well as iii) on

0 uncleared derivatives transactions. At the global level, we estimate global collateral

needs of US$3-5trn, including US$2-3trn from Europe (Figure 27). This is at a time

as Central Bank QE is removing high-quality collateral from the system.

:: We expect the Basel Committee to make some adjustments to the ratio, including
. the definition of the liquidity buffer, assumptions of deposit outflow as well as draw-
. down of liquidity lines:

Global- Low Global - High
HLCR B OTC Derivatives Clearing

® Broadening of Liquidity Buffer: The LCR's definition of high-quality assets
should be broadened with the Fed supporting efforts to move away from the
current credit risk-based approach and towards a quantitative liquidity-based

Source: Citi Research, BIS, EBA, ISDA

approach.
We expect a significant recalibration of ® More Realistic Run-Off Rates: Some of the assumptions embedded in the LCR
LCR requirements... about run rates of liabilities and the liquidity of assets might be grounded more

firmly in actual experience during the crisis, as the LCR may overstate in
particular the liquidity risks of commercial banking activities.

® Counter-cyclical, Not Pro-cyclical: The LCR could be better adapted to ensure
usability of the high-quality liquid asset buffer in appropriate circumstances: for
example, by making credibly clear that ordinary minimum liquidity levels need not
be maintained in the midst of a crisis. As currently constituted, the LCR may have
the unintended effect of exacerbating a period of stress by liquidity hoarding.

...with an announcement expected in the From a timing perspective, the LCR rules are due to be agreed by central bank

coming months governors and heads of supervision by January 2013 with an observation period
over 2012-14, before 2015 implementation. In practice, we expect an earlier update
from the Committee.

The LCR has been designed to require global banks to have sufficient high-quality
liquid assets to withstand a stressed 30-day funding scenario specified by
supervisors. The LCR numerator consists of a stock of unencumbered, high quality
liquid assets that must be available to cover any net outflow, while the denominator
is comprised of cash outflows less cash inflows (subject to a cap at 75% of
outflows) that are expected to occur in a severe stress scenario.
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Favourable trading conditions offsetting
weak client demand

FICC strength could be somewhat
weaker than US banks due to lower bias
to credit & mortgages

Equity derivatives revenue could
rebound

Citi Research

lll. 3Q12 Preview: IB in Spotlight?

Beyond one-offs (significant losses on own debt, impact from the disposal of Greek
operations, further loan losses in CIB), 3Q focus is likely to be on (i) IB strength, (ii)
provisioning trends and (iii) NIM pressure from excess liquidity and declining rates.

IB: Strong Recovery from Trading & DCM

Although client activity remained relatively challenged, Fed QE3 and ECB OMT
reducing euro zone ‘tail risk’ drove broad strength across fixed income and equity
derivatives in Q3. More details in Banking on Markets - 26th Edition: Read-through
from US Banks’ 3Q12 Results (19 Oct.).

FICC & DCM Strength — US banks’ underlying FICC revenues were up 11% qoq
(+65% yoy), driven by rates, mortgages and notably credit. By contrast,
commodities and FX were impacted by low volatility and volumes. French banks
could show somewhat less impressive strength, given a lower bias to credit trading,
although DCM platforms should have benefited from the recovery in debt issuance.
Favourable mortgage trends should also support legacy asset deleveraging.

Equities Derivatives Strong, Cash Equities Remain under Pressure — US
banks’ underlying EQ revenues were down -1% qoq (up 2% yoy). We believe that
the stronger results were driven by improved market-making conditions for equity
derivatives, namely lower correlation & volatility (Figure 30); SocGen & BNP
Paribas remain best-placed to benefit from such trends. CASA & Natixis’ cash
equities platforms should continue to deliver subpar growth.

Figure 28. 3Q EU & US Equities Trading Volumes -12% QoQ, -28% YoY  Figure 29. Equity Derivative Contracts Traded -c30% YoY
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Figure 30. Equity Derivative Market Metrics point to relatively positive trends for 3Q
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Looking ahead: (i) OTC reforms could put
pressure on parts of FICC franchises, (ii)
provisioning cycle should be tamer than
in 2009-9

Citi Research

Looking ahead, we continue to focus on the transition of OTC derivatives to
central clearing which could present headwinds. The key risks relate to: (i)
increased collateral requirements (primarily initial margin) of US$0.5-2.7 trillion,
according to ISDA,; (ii) reduced collateral efficiency given more limited netting ability
& enhanced segregation; and (iii) potential shift towards futures (exchanged-driven)
over swaps (bank-driven). We believe that the comparatively weaker FICC
franchises of CASA and Natixis could undergo more refocusing as these reforms
come into place. At this stage, we believe that the time-line of implementation is
likely to shift into 2Q13.

We still expect shallow provisioning cycle, supported by improved liquidity
conditions for corporates (e.g. strong high yield issuance and low rates), and expect
peak default rates to fall far short of 2001-02 and 2008-09. More details in Monthly
Default Data — September 2012 - Global Default Rate Rises Above 3% (9 October).

French Retail Trends: Soft Landing Continues

In our accompanying report French Big Picture — Autumn 2012, we highlight the key
trends in French retail: Loan growth is still positive (up c2% yoy), but is slowing
down sharply. Deposit growth remains strong (up c9% yoy). NPL and provisions
remain low, but corporate NPLs are showing a slow inflection. Life insurance
outflows continue, although strong market performance (Figure 32) should support
life insurance AuM and potentially bank fees & commissions (F&C).

Figure 31. Revenue Growth to Remain Weak (%)
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Source: Company Reports & Citi Research Estimates

Figure 32. Although Markets Strength Has Historically Helped F&C
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International Retail: Focus Shifting to Provisions
Focus on international retail is likely to shift from intragroup funding, to provisions.

B Greece: Impact of disposals well flagged by CASA (€2bn) and SocGen
(€100m). Whilst some details remain to be clarified (e.g. value of Greek banks’
bonds subscribed), some marginal execution risks remain (both on approvals
and given the banks remain responsible for managing the banks until closure at
year end), we believe this quarter should mark the end of the Greek chapter.

m |taly: Focus on intragroup funding (deposits) and provisions. BNPP & CASA
have both outperformed peers on Italian deposit growth in recent quarter,
supporting the reduction of their intragroup funding. This appears to have been
achieved by substituting customer ‘core deposits’ and repos with (more stable but
likely more expensive & more sensitive to sovereign prices) retail bonds. We will
be looking for progress and for the impact on NII. We also expect a further pickup
in provisions, although remain sanguine about the Italians’ subs ability to remain
profitable in coming quarters (Figure 16). For details on asset quality of Italian
banks (including French banks in Italy), please refer to Banking In Italy (12
September).

m CEE: Provision pick up. The economic slowdown is likely to drive some
increase in CEE operations. Even in relatively resilient Poland, our Polish bank
analysts are warning about the pick up in the number of bankruptcies and the
increase in corporate NPLs (more details in Polish Financials - Time To Turn
Negative, 17 Oct.), although trends in other geographies (Romania, Ukraine,
Turkey) remain difficult to forecast.

Figure 33. Italian Banks — 2013E GOP Loss Absorption vs Historical Provisioning Peak
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Source: Company data and Citi Research. * BdT + Corporate ** Italy Retail + Italy Corporate. *** Italian
subsidiaries based on French parent group reporting and recent peak based on Italian accounts.
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BNP Paribas — Financial Forecasts
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We reduce our forecast EPS for 2012-14E by 4-6%. 2012E is impacted by the
expected €400m loss on own debt in 3Q12, partly offset by better expectations for
capital markets operations. The reduction in revenue primarily reflects the impact of
margin pressure, both on retail and corporate banking operations. In light of the
recent reduction in sovereign tail risks, we stop including a sovereign risk discount
to our fair value (previously calculated on GIIPS exposures). We therefore increase
our Target Price for BNP Paribas to €47 from €43 and reiterate our Buy
recommendation.

Figure 34. BNP Paribas - Changes to our Financial Forecasts

€m 2012E Old  2012E New Change| 2013EOId 2013E New Change| 2014E0Id 2014E New Change
Revenues 39,081 38,691 -1% 40,614 40,359 -1% 41,790 41,540 -1%
Costs -26,025 -26,203 1% -25,684 -25,831 1% -26,266 -26,420 1%
Profit Before Loan Losses 13,056 12,488 -4% 14,930 14,528 -3% 15,525 15,120 -3%
Loan Losses -3,876 -3,878 0% -4,108 -4,140 1% -4,013 -4,010 0%
Profit before tax 9,179 8,610 -6% 10,822 10,388 -4% 11,512 11,110 -3%
Associate income 2,274 2,274 0% 539 539 0% 553 553 0%
Tax -3,204 -3,033 -5% -3,408 -3,278 -4% -3,619 -3,499 -3%
Minorities -967 -967 0% -1,015 -1,015 0% -1,066 -1,066 0%
Net profit (attributable) 7,283 6,884 -5% 6,938 6,633 -4% 7,379 7,098 -4%
EPS basic (attributable, incl hybrid 5.87 5.54 -6% 5.58 5.33 -5% 5.95 5.72 -4%
funding €)
EPS basic (reported - excl hybrid 6.03 5.70 -5% 5.74 5.49 -4% 6.11 5.88 -4%
funding, €)
EPS diluted (attributable, €) 5.86 5.53 -6% 5.58 5.33 -5% 5.94 5.7 -4%
Source: Company Reports and Citi Research Estimates
Figure 35. BNPP - Quarterly Profit & Loss Account, 1Q10-4Q12E
€m 1Q10 2Q10 3Q10 4Q10 111 2011 3Q11 4Q11 1Q12 2Q12  3Q12E  4Q12E
Total operating income 11,184 10,789 10,487 9,955 11,685 10,981 10,032 9,686 9,886 10,098 9,166 9,541
Total operating expenses -6,407 -6,225 6422 6680 -6,754 -6634 6,150 6,684 6847 -6,337 -6574 -6,445
Operating profit pre provisions 4,777 4,564 4,065 3,275 4,931 4,347 3,882 3,002 3,039 3,761 2,592 3,096
Credit loss expense 1272 1,011 1,162 -1,102 919 135  -3010 -1,518 -945 -853 1,012 -1,068
Profit before tax 3,505 3,553 2,903 2,173 4,012 2,997 872 1,484 2,094 2,908 1,580 2,028
Associate income 259 5 144 51 67 243 34 -164 1,844 77 182 183
Tax -1,188  -1,248 -951 -469 1,175 -956 -240 -386 927 -914 -529 -663
Minorities & Hybrids -369 -323 -295 -334 -318 -184 -167 -175 -144 -223 -300 -300
Net profit (reported) 2,207 1,987 1,801 1,421 2,586 2,100 499 759 2,867 1,848 934 1,247
Source: Company Reports and Citi Research Estimates
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Figure 36. BNPP — Group Profit and Loss Account by Year

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
Net interest income 21,021 24,060 +14% 23,981 0% 23,262 3% 23,959 +3% 24918 +4%
Net fee & commission income 7,467 8,486 +14% 8,419 -1% 8,166 -3% 8,411 +3% 8,748 +4%
Net trading income 5,649 4,657 -18% 3,453 -26% 3,591 +4% 3,807 +6% 4,111 +8%
Net insurance income 1,282 1,553 +21% 1,626 +5% 1,794 +10% 1,842 +3% 1,948 +6%
Other income 4772 5,113 +7% 4,905 -4% 1,878 -62% 2,339 +25% 1,815 -22%
Total operating income 40,191 43,869 +9% 42,384 3% 38,691 9% 40,359 +4% 41,540 +3%
Total operating expenses -23,340  -26,517 +14%  -26,222 1%  -26,203 0%  -25,831 1%  -26,420 +2%
Operating profit pre provisions 16,851 17,352 +3% 16,162 7% 12,488 -23% 14,528 +16% 15,120 +4%
Credit loss expense -8,369 -4,802 -43% 6,797 +42% -3,878 -43% -4,140 +7% -4,010 -3%
Profit before tax 8,482 12,550 +48% 9,365 -25% 8,610 -8% 10,388 +21% 11,110 +1%
Associate income 340 191 -44% 95 -50% 2274 +2294% 539 -76% 553 +3%
Tax -2,526 -3,856 +53% 2,757 -29% -3,033 +10% -3,278 +8% -3,499 +7%
Minorities & Hybrids -642 -1,321 +106% -844 -36% -967 +15% -1,015 +5% -1,066 +5%
Net profit (reported) 5,832 7,832 +34% 5,859 -25% 6,884 7% 6,633 -4% 7,098 +1%
PER SHARE FIGURES

EPS - incl hybrid funding (€) 5.51 6.01 +9% 431 -28% 5.54 +29% 5.33 -4% 5.72 +7%
EPS - excl hybrid funding (€) 5.39 6.41 +19% 4.87 -24% 5.70 7% 5.49 -4% 5.88 +7%
Dividend per share 1.50 2.10 +40% 1.20 -43% 1.38 +15% 1.60 +16% 1.71 +7%
Payout Ratio 0.27 0.35 nm 0.28 nm 0.25 nm 0.30 nm 0.30 nm
Book value per share 51.85 55.56 +7% 56.40 +1% 63.81 +13% 67.92 +6% 72.20 +6%
Tangible Book Value per share 40.73 44.03 +0% 44.90 +0% 52.48 +0% 56.59 +0% 60.87 +0%
Diluted (period avg, m) 1,059 1,193 +13% 1,204 +1% 1,209 +0% 1,209 +0% 1,209 +0%
OPERATING RATIOS

Cost / income ratio 58% 60% 62% 68% 64% 64%

Provision charge / customer loans 1.33% 0.75% 1.07% 0.62% 0.65% 0.62%

NPL ratio 5.0% 5.5% 5.2% 5.5% 5.8% 6.1%

Coverage ratio 81.1% 74.9% 84.5% 80.5% 80.5% 80.5%

Return on Tangible Equity 14.9% 15.5% 11.0% 11.7% 10.1% 10.0%

BALANCE SHEET ITEMS

Total Assets 2,057,698 1,998,158 +0% 1,965,283 2% 1,925,977 2% 1,906,718 -1% 1,887,650 -1%
Gross customer loans 652,900 668,163 +2% 664,413 1% 650,651 2% 663,664 +2% 676,938 +2%
Customer deposits 604,903 580,913 -4% 546,284 6% 535,359 +2% 556,773 +4% 579,044 +4%
Loan / deposit ratio 108% 115% 0% 122% 0% 122% 0% 119% 0% 17% 0%
Shareholders equity excl minorities 69,501 74,632 +7% 75,370 +1% 84,311 +12% 89,274 +6% 94,442 +6%
REGULATORY CAPITAL

Risk-Weighted Assets 620,714 600,424 -3% 614,000 +2% 571,009 -1% 634,802 +11% 652,963 +3%
RWA - B3 Pro forma (Estimates) 682,424 +0% 669,000 +0% 621,009 +0% 634,802 +0% 652,963 +0%
Core Tier 1 49,600 55,239 +11% 58,900 +7% 64,963 +10% 62,106 4% 67,075 +8%
CET1 - B3 Pro forma (Estimates) 47,739 +0% 51,400 +0% 57,463 +0% 62,106 +0% 67,075 +0%
Tier 1 ratio 10.1% 11.4% +13% 11.6% +1% 13.4% +16% 12.8% 5% 13.2% +3%
Total ratio 14.2% 14.7% +4% 14.0% -5% 16.1% +15% 15.2% 5% 15.5% +2%
Core Tier 1 ratio 8.0% 9.2% 9.6% 11.4% 9.8% 10.3%

CET1 ratio - Basel 2 9.2% 10.0% 11.9% 12.5% 12.9%

CET1 ratio - B3 Pro-forma (Estimates) 7.0% 7.7% 9.3% 9.8% 10.3%

Source: Company Reports and Citi Research Estimates
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Figure 37. BNPP — Divisional Profit and Loss Account by Year

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
TOTAL RETAIL BANKING
Total operating income 20,702 23,339 +13% 24,361 +0% 24,345 0% 24,597 +1% 25,067 +2%
Total operating expenses -12,642 14,183 +12%  -14,878 +0%  -14,844 0% -14,927 +1%  -15,130 +1%
Operating profit pre provisions 8,060 9,156 +14% 9,483 +0% 9,500 +0% 9,670 +2% 9,937 +3%
Provisions -5,847 -4,499 -23% -3,565 +0% -3,495 -2% -3,710 +6% -3,631 2%
Operating pre-tax Profit 2,213 4,657  +110% 5,918 +0% 6,005 +1% 5,960 1% 6,306 +6%
Cost/income ratio 61% 61% 61% 61% 61% 60%
-- FRENCH RETAIL BANKING
Total operating income 6,247 6,600 +6% 6,786 +2% 6,718 -1% 6,675 1% 6,775 +1%
Total operating expenses -4,249 -4,406 +4% -4,462 +1% -4,384 -2% -4,334 1% -4,378 +1%
Operating profit pre provisions 1,998 2,194 +10% 2,324 +6% 2,334 +0% 2,341 +0% 2,397 +2%
Provisions -515 -481 1% -315 -35% -377 +20% -521 +38% -489 -6%
Pre-tax Profit 1,484 1,716 +16% 2,011 +7% 1,957 -3% 1,820 7% 1,908 +5%
Cost/income ratio 68% 67% 66% 65% 65% 65%
--BNL bc
Total operating income 2,975 3,026 2% 3,163 5% 3,212 2% 3,244 1% 3,277 1%
Total operating expenses -1,780 -1,776 0% -1,806 2% 1,788 -1% -1,797 1% -1,806 1%
Operating profit pre provisions 1,195 1,250 5% 1,357 9% 1,424 5% 1,447 2% 1,471 2%
Provisions -671 -817 22% -793 -3% -932 17% -964 4% -947 -2%
Operating pre-tax Profit 524 433 7% 564 30% 492 -13% 483 -2% 524 9%
Non Operating ltems 0 -1 NM 0 0% 0 0% 0 0% 0 0%
Pre-tax Profit 524 432 -18% 564 31% 492 -13% 483 -2% 524 9%
Cost/income ratio 60% 59% 57% 56% 55% 55%
- INTERNATIONAL RETAIL BANKING & FINANCIAL SERVICES
Total operating income 8,349 8,987 8% 9,011 0% 9,084 1% 9,267 2% 9,507 3%
Total operating expenses -4,429 -4,864 10% -4,938 2% -5,071 3% -5,170 2% -5,284 2%
Operating profit pre provisions 3,920 4,123 5% 4,073 1% 4,013 1% 4,097 2% 4,223 3%
Provisions -4,002 -2,724 -32% -2,163 21% 1,857 -14% -1,857 0% -1,844 -1%
Operating pre-tax Profit -82 1,399 NM 1,910 NM 2,157 +13% 2,240 +4% 2,379 +6%
Non Operating ltems 76 138 +82% 146 +6% 157 +8% 161 +2% 167 +4%
Pre-tax Profit -6 1,537 NM 2,056 NM 2,314 +13% 2,401 +4% 2,546 +6%
Cost/income ratio 53% 54% 55% 56% 56% 56%
INVESTMENT SOLUTIONS
Total operating income 5,363 6,096 14% 5,922 -3% 6,035 2% 6,292 4% 6,669 6%
Total operating expenses -3,835 -4,297 12% -4,253 -1% -4,247 0% -4,401 4% -4,624 5%
Operating profit pre provisions 1,528 1,799 18% 1,669 1% 1,788 7% 1,891 6% 2,045 8%
Provisions -41 21 N/M -64 -14 0 0
Operating pre-tax Profit 1,487 1,820 22% 1,605 -12% 1,774 11% 1,891 7% 2,045 8%
Non Operating ltems -24 162 -175% -76 -147% 99 -230% 104 5% 112 8%
Pre-tax Profit 1,463 1,982 35% 1,529 -23% 1,873 23% 1,995 7% 2,157 8%
Cost/income ratio 2% 70% 72% 70% 70% 69%
CORPORATE AND INVESTMENT BANKING
Total operating income 13,497 12,125 -10% 9,897 -18% 9,259 -6% 9,569 3% 9,904 3%
Total operating expenses -6,174 -6,500 5% -6,126 -6% 6,079 -1% -5,903 -3% -6,048 2%
Operating profit pre provisions 7,323 5,625 -23% 3,771 -33% 3,180 -16% 3,666 15% 3,856 5%
Provisions 2,473 -350 -86% -75 -719% -342 356% -430 26% -378 -12%
Operating pre-tax Profit 4,850 5,275 9% 3,696 -30% 2,838 -23% 3,236 14% 3,478 %
Non Operating ltems 16 94 488% 80 -15% 63 -21% 35 -44% 35 0%
Pre-tax Profit 4,866 5,369 10% 3,776 -30% 2,901 -23% 3,271 13% 3,513 7%
Cost/lincome ratio 46% 54% 62% 66% 62% 61%
CORPORATE CENTRE
Total operating income 629 2,309 NA 2,204 -5% -948 -143% -100 0% -100 0%
Total operating expenses -689 -1,537 123% -965 -37% 1,032 7% -600 -42% 618 3%
Operating profit pre provisions -60 772 -1387% 1,239 60% 1,980 NM -700 NM 718 NM
Provisions -8 26 NM -3,093 NM -27 NM 0 NM 0 NM
Operating pre-tax Profit -68 798  -1274% -1,854 -332% -2,007 NM -700 NM -718 NM
Non Operating ltems 427 76 -82% -86 -213% 1,915  -2327% 200 -90% 200 0%
Pre-tax Profit 359 874 143% -1,940 -322% -92 -95% -500 NM -518 NM
Cost/income ratio 110% 67% 44% -109% NM NM
Source: Company Reports and Citi Research Estimates
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Societe Generale — Financial Forecasts

We reduce sharply our forecast EPS for 2012E (-25%) whilst slightly decreasing our
forecasts for 2013-14E (-4% and -1%, respectively). This is primarily driven by (i)
the disposal of Geniki (€100m net impact in 3Q12), (ii) our forecast €500m loss on
own debt in 3Q12. Forecasts for underlying operations are broadly unchanged, with
non-operational forecasts impacting our 2013-14E forecasts. In light of the recent
reduction in sovereign tail risks, we stop including a sovereign risk discount to our
fair value (previously calculated on GIIPS exposures). We reiterate our €30 TP and
our Buy recommendation.

Figure 38. SocGen - Changes to our Financial Forecasts, 2012E-2014E

€m 2012E Old  2012E New Change 2013EOld 2013E New Change 20140Ild  2014E New Change
Revenues 24,033 23,847 1% 24,951 24,982 0% 25,766 25,909 1%
Costs -16,420 -16,688 2% -16,119 -16,232 1% -16,424 -16,526 1%
Profit before loan losses 7,613 7,159 -6% 8,832 8,750 1% 9,342 9,383 0%
Loan Losses -3,578 -3,578 0% -3,071 -3,070 0% -2,885 -2,847 -1%
Operating profit before tax 4,035 3,580 11% 5,760 5,680 1% 6,457 6,536 1%
Gains on long-term investments & -313 -522 67% 150 84 -44% 163 91 -44%
changes in provisions

Tax -1,270 -1,055 17% -1,792 -1,757 2% -1,857 -1,868 1%
Minorities -396 -396 0% -552 -564 2% 615 -633 3%
Net profit (attributable) 2,056 1,607 -22% 3,566 3,443 -3% 4,148 4,126 1%
EPS - incl. Hybrid Funding (€) - reported 2.36 1.77 -25% 4.24 4.08 -4% 4.94 491 -1%
EPS - excl. Hybrid Funding (€) 2.70 211 -22% 4.57 4.41 -3% 5.27 5.24 -1%
EPS - diluted, incl. Hybrid Funding (€) 2.35 1.77 -25% 4.22 4.06 -4% 4.92 4.89 -1%

Source: Company Reports and Citi Research Estimates

Figure 39. Societe Generale - Quarterly Profit and Loss Account, 1Q10-4Q12E

€m 1Q10 2Q10 3Q10 4Q10 1011 2Q11 3Q11 4Q11 1Q12 2Q12  3Q12E  4Q12E
Total operating income 6,581 6,679 6,301 6,857 6,619 6,504 6,504 6,010 6,311 6,272 5,371 5,893
Total operating expenses -4,001  -4085 -4,039 -4440 -4376 4241 4018 4401 4333 -3986 -4178  -4,191
Operating profit pre provisions 2,580 2,614 2,262 2,417 2,243 2,263 2,486 1,609 1,978 2,286 1,193 1,702
Credit loss expense -1,132 -1,010 918 -1,100 878 1,185 1,192  -1,075 -902 -822 912 -942
Profit before tax 1,448 1,604 1,344 1,317 1,365 1,078 1,294 534 1,076 1,464 281 760
Net other income 51 5 32 42 39 103 -148 -154 61 -457 -170 44
Tax -375 -431 -372 -364 -370 =317 -455 -181 299 -440 -11 219
Minorities -62 -95 -107 -122 -118 -116 -69 -101 -107 -132 -81 -76
Net profit (attributable) 1,062 1,083 897 873 916 748 622 98 731 435 18 509

Source: Company Reports and Citi Research Estimates
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Figure 40. SocGen — Group Profit and Loss Account

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
Net Interest Income 11,635 11,970 +3% 12,207 +2% 11,597 -5% 11,713 +1% 11,947 +2%
Net fee & commission income 7,812 7,485 -4% 7,179 -4% 6,820 5% 6,956 +2% 7,165 +3%
Net trading income 947 5374  +467% 4,432 -18% 4,265 -4% 4,444 +4% 4,633 +4%
Other income 1,336 1,589 +19% 1,819 +14% 1,165 -36% 1,869 +60% 2,164 +16%
Total operating income 21,730 26,418 +22% 25,637 -3% 23,847 7% 24,982 +5% 25,909 +4%
Total operating expenses -15,766  -16,545 +5%  -17,036 +3%  -16,688 2%  -16,232 3%  -16,526 +2%
Operating profit pre provisions 5,964 9,873 +66% 8,601 -13% 7,159 17% 8,750 +22% 9,383 +7%
Credit loss expense -5,848 -4,160 -29% -4,330 +4% -3,578 -17% -3,070 -14% -2,847 1%
Profit before tax 116 5713  +4825% 4,271 -25% 3,580 -16% 5,680 +59% 6,536 +15%
Net other income 683 130 -81% -157 -221% 522 +233% 84 -116% 91 +9%
Associate income 0 0 NM 0 NM 0 NM 0 NM 0 NM
Net non-recurring expense 0 0 NM 0 NM 0 NM 0 NM 0 NM
Tax 308 -1,542 -601% -1,323 -14% -1,055 -20% -1,757 +67% -1,868 +6%
Minorities -430 -386 -10% -403 +4% -396 2% -564 +42% 633 +12%
Net profit (attributable) 677 3915  +478% 2,388 -39% 1,607 -33% 3,443  +114% 4,126 +20%
PER SHARE FIGURES

EPS - incl. Hybrid Funding (€) - reported 0.45 496  +1010% 2.88 -42% 1.77 -38% 408  +130% 491 +20%
Dividend per share 0.25 1.75  +600% 0.00 0.50 1.00  +100% 1.50 +50%
Payout Ratio 56% 35% 0% 28% 25% 31%

Book value per share 48.9 53.9 +10% 54.5 +1% 54.7 +0% 57.9 +6% 62.6 +8%
Tangible Book Value per Share 375 416 +11% 429 +3% 435 +1% 475 +9% 52.2 +10%
Basic (period avg, m) 624 725 747 774 787 787
OPERATING RATIOS

Cost / income ratio 73% 63% 66% 70% 65% 64%

Provision charge / customer loans 1.46% 0.81% 1.02% 0.83% 0.70% 0.63%

NPL ratio 5.2% 5.4% 5.7% 6.3% 6.8% 6.8%

Coverage ratio 53.0% 59.3% 61.4% 60.6% 60.8% 63.0%

Return on Tangible Equity 2.6% 13.7% 7.7% 4.9% 9.7% 10.5%

BALANCE SHEET

Total Assets 1,023,701 1,132,072 +11% 1,181,372 +4% 1,221,359 +3% 1,257,999 +3% 1,295,739 +3%
Gross customer loans 400,400 426,000 +6% 425,500 0% 432,726 +2% 441,380 +2% 454,621 +3%
Customer deposits 300,054 337,447 +12% 340,172 +1% 351,994 +3% 366,073 +4% 380,716 +4%
Loan / deposit ratio 133% 126% 125% 123% 121% 119%
Shareholders equity excl minorities 35128 39,118 +11% 40,700 +4% 42,307 +4% 45,556 +8% 49,288 +8%
CAPITAL POSITION

Risk-Weighted Assets 324,080 334,800 +3% 349,300 +4% 336,943 -4% 390,181 1% 394,240 +3%
RWA - B3 Pro forma (Estimates) 447,800 +0% 419,622 6% 395,651 6% 390,181 -1% 394,240 +1%
Core Tier 1 26,800 28,458 +6% 31,437 +10% 34,677 +10% 36,864 +6% 40,486 +10%
Core Tier 1 ratio 8.3% 8.5% 9.0% 10.3% 9.4% 10.3%

CET1 ratio - Basel 2 8.5% 9.7% 11.1% 12.4% 13.2%

CET1 ratio - B3 Pro-forma (Estimates) 6.0% 7.2% 8.4% 9.4% 10.3%

Source: Company Reports and Citi Research Estimates
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Figure 41. Societe Generale — Divisional Profit and Loss Account

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
TOTAL RETAIL BANKING

Total Operating Income 15454 16,260 5% 16,625 2% 16,481 1% 16,558 0% 16,999 3%
Total Operating Expenses -9,410 -9,668 3%  -10,082 4%  -10,066 0% -9,862 2% 9,992 1%
Operating Profit Pre Provisions 6,044 6,592 9% 6,543 -1% 6,415 2% 6,695 4% 7,007 5%
Provisions -3,492 -3,378 -3% -2,858 -15% -2,957 3% 2,727 -8% -2,533 1%
Operating Pre-tax Profit 2,552 3,214 26% 3,685 15% 3,457 6% 3,968 15% 4,473 13%
Non Operating ltems -86 10 -112% 211 0% -238 13% 7 -103% 7 1%
Pre-tax Profit 2,466 3,224 3% 3,474 8% 3,219 7% 3,975 23% 4,480 13%
Cost/Income Ratio 61% 59% 61% 61% 60% 59%

o/w FRENCH RETAIL BANKING

Total Operating Income 7,466 7,791 4% 8,165 2% 8,112 1% 8,07 1% 8,193 2%
Total Operating Expenses -4,911 -5,058 3% -5,248 2% -5,234 0% -5,182 -1% -5,208 1%
Operating Profit Pre Provisions 2,555 2,733 7% 2917 7% 2,878 -1% 2,890 0% 2,985 3%
Provisions -970 -864 -11% -745 -14% -866 16% -978 13% -940 -4%
Operating Pre-tax Profit 1,585 1,869 18% 2,172 16% 2,011 1% 1,912 -5% 2,045 7%
Non Operating Items 15 14 NA 14 0% 10 -29% 10 0% 10 0%
Pre-tax Profit 1,600 1,883 18% 2,186 16% 2,021 8% 1,922 -5% 2,055 %
Cost/Income Ratio 66% 65% 64% 65% 64% 64%

o/w IRBFS

Total Operating Income 7,988 8,469 6% 8,460 0% 8,369 1% 8,486 1% 8,806 4%
Total Operating Expenses -4,499 -4,610 2% -4,834 5% -4,832 0% -4,680 -3% -4,784 2%
Operating Profit Pre Provisions 3,489 3,859 11% 3,626 6% 3,537 2% 3,806 8% 4,022 6%
Provisions 2,522 2,514 0% 2,113 -16% -2,091 -1% -1,750 -16% -1,594 9%
Operating Pre-tax Profit 967 1,345 39% 1,513 12% 1,446 -4% 2,056 42% 2,429 18%
Non Operating ltems -101 -4 NA -225 NA -248 NA -3 NA -3 NA
Pre-tax Profit 866 1,341 55% 1,288 4% 1,198 1% 2,053 1% 2,426 18%
Cost/Income Ratio 56% 54% 57% 58% 55% 54%

GLOBAL INVESTMENT MANAGEMENT

Total Operating Income 2,534 2,270 -10% 2,169 -4% 2,183 1% 1,975 -10% 2,125 8%
Total Operating Expenses -2,228 -2,002 -10% -1,967 2% -1,946 -1% -1,704 -12% -1,792 5%
Operating Profit Pre Provisions 306 268 -12% 202 -25% 237 17% 271 14% 332 22%
Provisions -40 -7 NA -13 NA -16 NA 0 NA 0 NA
Pre-tax Profit 266 359 35% 216 -40% 99 -54% 343 246% 411 20%
Cost/lincome Ratio 88% 88% 91% 89% 86% 84%
CORPORATE AND INVESTMENT

BANKING

Total Operating Income 9,848 7,765 -21% 6,457 7% 5,999 1% 6,799 13% 7,035 3%
Total Operating Expenses -3,941 -4,634 18% -4,688 1% -4,340 1% -4,344 0% -4,431 2%
Operating Profit Pre Provisions 5,907 3,131 -47% 1,769 -44% 1,659 -6% 2,455 48% 2,604 6%
Provisions -922 -72 -92% -138 92% -234 70% -293 25% -263 -10%
Operating Pre-tax Profit 4,985 3,059 NM 1,631 -47% 1,425 -13% 2,163 52% 2,341 8%
Non Operating ltems 46 2 NM 75 NM 0 NM 5 NM 5 NM
Pre-tax Profit 5,031 3,061 NM 1,706 -44% 1,429 -16% 2,168 52% 2,346 8%
Cost/Income Ratio 40% 60% 49% 66% 10% 65% -1% 64% -1% 63% -1%
CORPORATE CENTRE

Total Operating Income -3,286 52 NM 862 NM -547 -163% -36% -14%
Pre-tax Profit -2,590 -104 -96% -321 NM -1,011 215% -38% 8%

Source: Company Reports and Citi Research Estimates
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We reduce sharply our forecast EPS for 2012E (to a loss) whilst slightly increasing
forecasts for 2013-14E. This is because of the loss caused by the disposal of
Emporiki (€2bn net impact in 3Q12). Forecasts for most divisions are broadly
unchanged, with a slight increase in French retail provisions partly offset by better
cost control in CIB. In light of the recent reduction in sovereign tail risks, we stop
including a sovereign risk discount to our fair value (previously calculated on GIIPS
exposures). We therefore increase our Target Price for CASA to €6.7 from €6.4 and
reiterate our Neutral recommendation.

Figure 42. Credit Agricole — Changes to our Financial Forecasts

€m 2012E Old 2012E New Change| 2013E Old_ 2013E New Change| 2014E Old| 2014E New Change
Revenues 19,010 18,346 -3% 18,367 18,298 0% 18,644 18,461 1%
Costs -13,043 -12,555 -4% -12,298 -12,105 -2% -12,303 -11,932 -3%
Profit Before Provisions 5,966 5,791 -3% 6,069 6,193 2% 6,342 6,529 3%
Loan Losses -5,248 -3,240 -38% -3,019 -3,078 2% -2,400 -2,429 1%
Profit Before Taxes 718 2,551 255% 3,050 3,115 2% 3,941 4,101 4%
Net Income 240 -1,013 -521% 3,085 3,138 2% 3,414 3,501 3%
EPS - diluted, as reported 0.10 -0.41 -521% 1.23 1.26 2% 1.37 1.40 3%
Source: Company Reports and Citi Research Estimates

Figure 43. Credit Agricole — Quarterly Profit and Loss Account, 1Q10-4Q12E

€m 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12°  3Q12E 4Q12E
Total operating income 4,824 5,470 4,977 4,863 5,303 5,532 5,286 4,664 5,424 4,750 3,856 4,316
Total operating expenses -3,163  -3406 -3,193  -3420 -3,276 -3,330 -3226 -3,780 -3206 -3271 -2,949 -3,129
Operating profit pre provisions 1,661 2,064 1,784 1,443 2,027 2,202 2,060 884 2,218 1,479 907 1,187
Credit loss expenses -1,073 -980 -973 -751 821 1,125 1851 1,860 -1,770  -1,165 468 773
Profit before tax 588 1,084 811 692 1,206 1,077 209 976 448 314 1,375 413
Associate Income & Other 266 -128 362 1,035 438 -84 242 -2,285 412 268 -3,130 236
Tax -270 -458 -292 144 -520 -588 -114 195 -504 -410 -90 -151
Minorities -114 -119 -133 -123 -124 -69 -78 -1 -13 -63 -91 -101
Net profit (attributable) 470 379 748 -322 1,000 336 259  -3,067 253 109 -1,936 397

Source: Company Reports and Citi Research Estimates

22

citivelocity.com



Slowdown Not Showdown .
23 October 2012 Citi Research

Figure 44. Credit Agricole — Group Profit and Loss Account by Year

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
Net interest income 14,290 14,894 +4% 15,169 +2% 14,259 6% 13,689 -4% 14,099 +3%
Net fee & commission income 4776 4,896 +3% 4,672 -5% 3,738 -20% 3,551 -5% 3,728 +5%
Net trading income 5,055 5,447 +8% -3,622 -166% -1,449 -60% 1,449 -200% 1,521 +5%
Other income 6,179 -5,103 -17% 4,648 -191% 1,798 -61% -390 -122% -888  +128%
Total operating income 17,942 20,134 +12% 20,867 +4% 18,346 -12% 18,298 -0% 18,461 +1%
Total operating expenses -12,180  -13,182 +8%  -13,612 +3% 12,555 8%  -12,105 4% -11,932 -1%
Operating profit pre provisions 5,762 6,952 +21% 7,255 +4% 5,791 -20% 6,193 +7% 6,529 +5%
Credit loss expenses -4,691 -3,777 -19% -5,657 +50% -3,240 -43% -3,078 5% -2,429 21%
Profit before tax 1,07 3,175  +196% 1,598 -50% 2,551 +60% 3,115 +22% 4,101 +32%
Capital gains and non-recurring income -419 -622 NM -1,929 NM 0 NM 0 NM 0 NM
Associate Income & Other 847 65 -92% 229 +252% -2,049 -995% 1,774 -187% 1,355 -24%
Tax 211 875  +315% -1,027 +17% -1,246 +21% -1,304 +5% -1,450 +11%
Minorities -321 -489 +52% 272 -44% -268 -1% -447 +66% -504 +13%
Attributable Net profit (reported) 967 1,254 +30% -1,401 -212% -1,013 -28% 3,138 -410% 3,501 +12%
PER SHARE FIGURES
EPS - basic, as reported 0.43 0.53 +24% -0.57 -208% -0.41 -29% 1.26 -410% 1.40 +12%
Dividend per share 0.45 0.45 0% 0.00 -100% 0.05 nm 13% 151% 46% 268%
Payout Ratio (%) 105% 85% nm 0% nm -12% nm 10% nm 33% nm
Book value per share 19.60 19.01 -3% 17.13 -10% 17.36 +1% 18.56 +7% 19.84 +1%
Tangible Book Value per share 10.5 10.4 -1% 9.4 -10% 9.7 +3% 10.9 +12% 121 +12%
Basic (period avg, m) 2,256 2,361 2,450 2,498 0 2,498 +0% 2,498 +0%
OPERATING RATIOS
Cost / income ratio 68% 65% 65% 68% 66% 65%
Provision charge / customer loans 1.29% 0.99% 1.42% 0.82% 0.80% 0.62%
NPL ratio 5.0% 5.5% 5.8% 6.4% 5.2% 5.4%
Coverage ratio 51.4% 67.0% 64.4% 69.3% 73.4% 75.8%
Return on Equity (underlying) 5.6% 10.0% -4.0% -5.0% 12.2% 12.2%
BALANCE SHEET ITEMS
Total Assets 1,557,300 1,593,500 +2% 1,723,600 +8% 1,784,322 +4% 1,718,636 -2% 1,701,449 -1%
Gross customer loans 374413 397,217 +6% 415,379 +5% 415,133 -0% 397,285 +1% 405,230 +2%
Customer deposits 464,080 501,360 +8% 525,600 +5% 529,334 +1% 522,027 +1% 532,467 +2%
Loan / deposit ratio 78% 76% -2% 76% -1% 75% -1% 73% 2% 73% 0%
(Shar)eholders equity excl minorities 43,594 45,562 +5% 44,234 -3% 43,081 -3% 44,868 +4% 47,968 +7%
avg
REGULATORY CAPITAL
Risk-Weighted Assets 326,400 371,700 +14% 333,700 -3% 257,940 -10% 234,300 -9% 240,368 +3%
RWA - B3 Pro forma (Estimates) 455,300 309,100 -32% 341,540 +10% 317,900 -1% 323,968 +2%
Core Tier 1 30,300 31,400 +4% 28,600 9% 27,499 4% 27,323 1% 29,669 +9%
Core Tier 1 ratio 9.3% 8.4% +0% 8.6% +1% 9.7% +0% 8.6% +0% 9.2% +0%
Tier 1 ratio 9% 1% 1% 12% 15% 16%
CET 1 ratio - Basel 2 8% 9% 11% 13% 14%
CET1 ratio - B3 Pro-forma (Estimates, 6.2% 6.5% 7.2% 8.6% 9.2%

incl. mitigation)

Source: Company Reports and Citi Research Estimates
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Figure 45. Credit Agricole — Divisional Profit and Loss Account by Year

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
DOMESTIC RETAIL BANKING

Other 822 955 +16% 1,009 +6% 934 1% 886 -5% 937 +6%
Pre-tax Profit 1,685 1,966 7% 2,048 +4% 1,946 -5% 1,823 -6% 1,941 +7%
Tax -351 -302 -14% -331 +10% -334 +1% -309 % -331 +7%
Net Profit after tax 1,334 1,664 +25% 1,717 +3% 1,613 -6% 1,513 -6% 1,610 +6%
Cost/income ratio 66% 65% -2% 65% 0% 65% 0% 65% 0% 65% 0%
O/W REGIONAL BANKS

Net Profit after tax 730 957 +31% 1,008 +5% 934 -1% 886 -5% 937 +6%
Cost/income ratio (Regional Banks) 54% 54% -1% 55% 3% 57% 3% 56% 0% 56% 0%
O/WLCL

Total operating income 3,849 3,945 +2% 3,822 +0% 3,843 +0% 3,822 1% 3,876 +1%
Total operating expenses -2,551 -2,575 +1% -2,497 -0% -2,500 +0% -2,480 -1% -2,505 +1%
Operating profit pre provisions 1,298 1,370 +6% 1,325 -3% 1,344 +1% 1,341 -0% 1,371 +2%
Provisions -435 -359 “17% -286 -20% -332 +16% -404 +22% -367 -5%
Operating pre-tax Profit 863 1,011 +17% 1,039 +3% 1,012 -3% 937 7% 1,004 +7%
Other 0 2 +0% 1 +0% 0 +0% 0 +0% 0 +0%
Pre-tax Profit 863 1,009 +17% 1,040 +3% 1,012 -3% 937 7% 1,004 +7%
Tax -259 -302 +17% -331 +10% -334 +1% -309 7% -331 +7%
Net Profit 604 707 17% 709 0% 679 -4% 628 -8% 673 %
Cost/lincome ratio 66% 65% -2% 65% 0% 65% 0% 65% 0% 65% 0%
INTERNATIONAL RETAIL BANKING & FINANCIAL SERVICES

Total operating income 6,610 6,919 +5% 6,995 +1% 6,035 -14% 5,895 -2% 6,017 +2%
Total operating expenses -3,692 -3,685 -0% -3,848 +4% -3,169 -18% -3,056 -4% -3,110 +2%
Operating profit pre provisions 2,918 3,234 +11% 3,147 -3% 2,866 -9% 2,839 1% 2,907 +2%
Provisions -2,409 -2,742 +14% -3,453 +26% 2,314 -33% -1,972 -15% -1,726 -12%
Operating pre-tax Profit 509 492 -3% -306 -162% 551 -280% 866 +57% 1,181 +36%
Other -127 295 +132% -1,751 +494% -3,095 +77% 199 -106% 229 +15%
Pre-tax Profit 382 197 -48% 2,057  -1144% -2,544 +24% 1,065 -142% 1,410 +32%
Tax -316 513 +62% -489 -5% -347 -29% -323 7% -432 +34%
Net Profit after tax 66 -316 -579% 2,546  +706% -2,890 +14% 742 -126% 978 +32%
Cost/income ratio 56% 53% -5% 55% 3% 53% -5% 52% -1% 52% 0%
ASSET MANAGEMENT, INSURANCE & PRIVATE BANKING

Total operating income 3,910 4,983 +27% 5,244 +5% 5,152 -2% 5,036 -2% 5,281 +5%
Total operating expenses -1,979 -2,490 +26% -2,508 +1% -2,425 -3% -2,428 +0% -2,529 +4%
Operating profit pre provisions 1,931 2,493 +29% 2,736 +10% 2,727 -0% 2,608 -4% 2,753 +6%
Pre-tax Profit 1,926 2,465 +28% 1,670 -32% 2,673 +60% 2,622 -2% 2,767 +6%
Tax -535 -801 +50% -620 -23% -854 +38% -855 +0% -901 +5%
Net Profit after tax 1,391 1,664 +20% 1,050 -37% 1,819 +73% 1,767 -3% 1,865 +6%
Cost/lincome ratio 51% 50% 0% 48% 0% 47% 0% 48% 0% 48% 0%
CORPORATE CENTRE AND DISCONTINUING OPERATIONS

Total operating income -1,930 -1,402 27% -945 -33% -1,175 +24% -600 -49% -600 +0%
Total operating expenses -901 -1,033 +15% -1,405 +36% -1,344 -4% -1,304 -3% -1,291 -1%
Pre-tax Profit -3,880 -4,128 +6% -2,901 -30% -2,769 -5% -2,079 -25% -1,991 -4%
Net Profit after tax -2,525 -2,817 +12% -1,834 -35% -2,068 +13% -1,455 -30% -1,393 -4%
CORPORATE AND INVESTMENT BANKING

Total operating income 5,503 5,689 +3% 5,751 +1% 4,490 -22% 4,146 -8% 3,887 -6%
Total operating expenses -3,057 -3,399 +11% -3,354 -1% -3,118 -1% -2,837 9% -2,497 -12%
Operating profit pre provisions 2,446 2,290 -6% 2,397 +5% 1,373 -43% 1,310 5% 1,390 +6%
Provisions -1,032 -283 -73% -329 +16% -331 +1% -504 +52% 214 -58%
Operating pre-tax Profit 1,414 2,007 +42% 2,068 +3% 1,042 -50% 805 -23% 1,176 +46%
Other 127 133 +5% 919 -7191% 153 -117% 653  +327% 153 -17%
Pre-tax Profit 1,541 2,140 +39% 1,149 -46% 1,195 +4% 1,458 +22% 1,329 -9%
Tax -364 -570 +57% -654 +15% -412 -37% -440 +7% -383 -13%
Net Profit after tax 1,177 1,570 +33% 495 -68% 783 +58% 1,018 +30% 946 %
Cost/income ratio 56% 60% 0% 58% 0% 69% 0% 68% 0% 64% 0%

Source: Company Reports and Citi Research Estimates
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Natixis — Financial Forecasts

We adjust our forecast for Natixis EPS in 2012E (+3%), 2013E (-4%) and 2014E
(+5%). We have upgraded our forecasts for SFS & Financial Stakes (robust
momentum), but have taken a more cautious outlook on provisions in CIB and
French Retail. In light of the recent reduction in sovereign tail risks, we stop
including a sovereign risk discount to our fair value (previously calculated on GIIPS
exposures). We therefore increase our Target Price for Natixis to €2.8 from €2.20
and reiterate our Neutral recommendation.

Figure 46. Natixis — Changes to our Financial Forecasts, 2012E-2014E

€m 2012E Old  2012E New %Chg 2013EOId 2013E New %Chg 2014E0Id 2014E New % Chg
Revenues 6,043 6,277 4% 6,530 6,672 2% 6,854 6,917 1%
Total Op. Expenses -4,793 -4,994 4% -4,836 -4,929 2% -4,959 -5,010 1%
Operating Income 1,249 1,284 3% 1,694 1,743 3% 1,896 1,907 1%
Prov. Loan Losses (Net) -420 -483 15% -435 -567 30% -394 -365 1%
Operating Income Post Provisions 830 801 -3% 1,258 1,176 -T% 1,502 1,542 3%
Associate Income 555 552 0% 567 527 1% 576 558 -3%
Pre-Tax Profit 1,355 1,346 1% 1,796 1,693 -6% 2,049 2,091 2%
Taxes -428 -411 -4% -548 -511 % -623 -630 1%
Net Income 927 935 1% 1,249 1,183 -5% 1,425 1,461 2%
Minorities -45 -34 -26% -69 -47 -31% -78 -58 -25%
Attributable Net Income 882 902 2% 1,180 1,135 4% 1,347 1,402 4%
EPS - Reported, Incl. Hybrids Funding (€) 0.26 0.27 3% 0.35 0.34 -4% 0.41 0.43 5%
EPS - Excl. Hybrids Funding (€) 0.29 0.29 2% 0.38 0.37 -4% 0.44 0.46 4%

Source: Company Reports and Citi Research Estimates

Figure 47. Natixis - Quarterly Profit and Loss Account, 1Q10-4Q12E
1Q10 2Q10 3Q10 4Q10 1011 211 3Q11 4Q11 1Q12 2Q12° 3Q12E  4Q12E

Revenues 1,640 1,641 1,349 1,735 1,621 1,829 1,561 1,748 1,421 1,824 1,477 1,638
Total Op. Expenses -1,126  -1,090 -1,090 -1274 1219 1231 1,144 1,246 1240 1267 1229 1,257
Operating Income 514 551 259 461 402 598 417 502 181 557 248 380
Prov. Loan Losses -104 -54 32 -52 -20 -106 -66 -174 -80 -151 -123 -129
Operating Income Post Provisions 410 497 291 409 382 492 351 328 101 406 124 252
Gains and Losses on Other Activities -15 -1 2 -10 22 0 0 0 0 2 0 0
CCl Associate Income 143 104 91 161 153 177 120 144 134 167 124 127
Goodwill & One Offs 17 -26 -15 -22 -12 0 0 -43 -5 0 2 -2
Pre-Tax Profit 521 574 369 538 545 669 47 429 230 575 246 377
Taxes -49 -43 -53 -96 -126 -161 -121 -118 -37 -168 -81 -124
Net Income 472 531 316 442 419 508 350 311 193 407 165 252
Minorities -8 -8 -13 -7 -4 -4 -7 -24 -7 -14 -5 -8
Attributable Net Income 464 523 303 435 415 504 343 287 186 393 160 245

Source: Company Reports and Citi Research Estimates
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Figure 48. Natixis — Group Profit and Loss Account by Year

€m 2009 2010  %Chg 2011 % Chg 2012E % Chg 2013E % Chg 2014E % Chg
Revenues 4,155 6,365 +53% 6,759 +6% 6,277 7% 6,672 +6% 6,917 +4%
Total Op. Expenses 4,412 -4,580 +4% -4,840 6% -4,994 3% -4,929 1% -5,010 2%
Operating Income -257 1,785 NM 1,919 +8% 1,284 -33% 1,743 +36% 1,907 +9%
Prov. Loan Losses -2,402 -178 -366 -483 -567 -365

Operating Income Post Provisions -2,659 1,607 NM 1,553 -3% 801 -48% 1,176 +47% 1,542 +31%
Gains and Losses on Other Activities 5 -24 22 2 0 0

Associates (incl CCl) 425 499 +17% 594 19% 552 1% 527 5% 558 6%
Goodwill & One Offs -170 -80 +0% -55 -31% 9 -84% 9 0% 9 0%
Pre-Tax Profit -2,399 2,002 -183% 2,114 +6% 1,346 -36% 1,693 +26% 2,091 +23%
Taxes 1,061 -241 -123% -526 118% -411 -22% 511 24% -630 23%
- Implied Tax Rate 44% 12% 25% 31% 30% 30%

Net Income -1,338 1,761 -232% 1,588 -10% 935 -41% 1,183 26% 1,461 24%
Minorities -55 -36 -35% -39 8% -34 -14% -47 41% -58 24%
Net Income - Reported -1,393 1,725 -224% 1,549 -10% 902 -42% 1,135 +26% 1,402 +24%
Cost of Hybrids -318 -381 20% -260 -32% -81 -69% -83 2% -83 0%
Net Income - Adjusted 1,711 1,344 -179% 1,289 -4% 821 -36% 1,053 28% 1,320 25%
PER SHARE FIGURES

EPS - Reported, Incl. Hybrid Funding (€) -0.59 0.46 -178% 0.43 7% 0.27 -38% 0.34 +28% 0.43 +25%
EPS - Excl. Hybrids Funding (€) -0.48 0.59 -223% 0.52 -13% 0.29 -43% 0.37 +26% 0.46 24%
Dividend 0.00 0.23 0.10 0.13 0.17 0.21

Payout ratio 0% 50% 23% 50% 50% 50%

Book Value per share 4.89 5.44 +11% 5.29 -3% 5.51 4% 5.78 +5% 6.12 +6%
Tangible Book Value per share 37 43 +14% 41 -3% 4.3 4% 4.6 +6% 4.9 +7%
Number of shares (avg) 2,898 2,908 2,994 3,082 3,082 3,082
OPERATING RATIOS

ROE -11.5% 8.9% 8.0% 4.9% 6.1% 1.2%

Cost / income ratio 106.2% 72.0% 71.6% 79.5% 73.9% 72.4%

Operating Profit / avg RWAs -0.2% 1.3% 1.4% 1.1% 1.3% 1.3%

Provision charge / customer loans (bps) 2.2% 0.1% 0.3% 0.4% 0.5% 0.3%

BALANCE SHEET

Total assets 449,218 458,009 +2% 508,000 +11% 556,394 10% 528,574 -5% 502,146 -5%
Gross customer loans 109,090 131,120 +20% 114,546 -13% 108,949 -5% 110,039 +1% 113,340 +3%
Shareholders' equity 14,218 15,831 +11% 16,300 +3% 16,971 4% 17,819 +5% 18,875 +6%
Average shareholders' equity 14,885 15,831 16,300 16,971 17,819 18,875

CAPITAL RATIOS

Core Tier 1 11,100 11,700 12,100 13,400 12,626 13,786
Risk-weighted assets 130,900 147,900 +13% 120,000 1% 116,171 -3% 146,364 2% 146,364 +0%
RWA - B3 Pro forma (Estimates) 184,100 150,000 -19% 146,171 -3% 146,364 +0% 146,364 +0%
Core tier 1 capital ratio 8.5% 7.9% 10.1% 11.5% 8.6% 9.4%

CET 1 ratio - Basel 2 7.9% 10.6% 12.2% 12.6% 13.2%

CET1 ratio - B3 Pro-forma 5.1% 6.5% 7.9% 8.6% 9.4%

Source: Company Reports and Citi Research Estimates
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Figure 49. Natixis — Divisional Profit and Loss Account by Year

€m 2009 2010  %Chg 2011 %Chg 2012E % Chg 2013E % Chg 2014E % Chg
CORPORATE AND INVESTMENT BANKING

Revenue 2,697 3,026 12% 2,847 -6% 2,845 1% 2,389 2% 2,969 3%
Operating Expenses -1,601 -1,650 3% -1,675 2% -1,684 1% -1,682 0% -1,713 2%
Operating Income 1,096 1,376 26% 1,172 -15% 1,160 1% 1,207 4% 1,256 4%
Provisions -1,384 -204 -85% -106 -48% -251 137% -359 43% 210 -42%
Operating Profit Post Provisions -288 1,172 -507% 1,066 9% 910 -15% 848 1% 1,046 23%
Cost/Income Ratio 59% 55% 58% 59% 58% 58%
INVESTMENT SOLUTIONS

Revenue 1,560 1,791 15% 1,889 5% 1,989 5% 2,058 3% 2,172 6%
Operating Expenses -1,152 -1,280 11% -1,355 6% -1,501 11% -1,632 2% -1,596 4%
Operating Income 408 511 25% 534 5% 488 9% 526 8% 577 10%
Provisions -33 -26 NA -100 NA -7 -93% -8 10% -8 0%
Operating Profit Post Provisions 375 485 29% 434 11% 481 11% 518 8% 569 10%
Cost/Income Ratio 74% 71% 72% 75% 74% 73%

SFS

Revenue 870 961 10% 1,139 19% 1,210 6% 1,234 2% 1,283 4%
Operating Expenses 618 -672 9% -7192 18% -809 2% -813 0% -839 3%
Operating Income 252 289 15% 347 20% 400 15% 421 5% 444 6%
Provisions -48 -54 13% -60 -28% -88 12% -106 20% -74 -30%
Operating Profit Post Provisions 204 235 15% 287 22% 312 9% 315 1% 370 17%
Cost/Income Ratio 71% 70% 70% 67% 66% 65%
FINANCIAL STAKES

Revenue 401 869 17% 869 0% 933 7% 931 0% 949 2%
Operating Expenses 122 -742 3% -762 4% -740 2% 720 -3% 124 1%
Operating Income -321 127 NM 107 -16% 193 80% 21 9% 225 6%
Provisions -19 -36 89% -55 53% -39 -29% -39 0% 27 -30%
Operating Profit Post Provisions -340 91 NM 52 -43% 154 196% 172 12% 197 15%
Cost/Income Ratio 180% 80% 88% 79% 7% 76%

GAPC (Legacy Assets)

Revenue -1,782 -146 NM 55 -138% 17 -69% 33 -50% 16 -50%
Operating Expenses -168 -183 NM -137 -25% -129 -6% -65 -50% -32 -50%
Operating Income -1,950 -329 -83% -82 -75% -112 37% -32 -11% -16 -50%
Provisions 914 146 NM -31 NM -72 132% -43 -40% -35 -20%
Operating Profit Post Provisions -2,864 -183 -94% -113 -38% -184 63% -75 -59% -51 -33%
Cost/Income Ratio -9% -125% 249% 759% 198% 198%
CORPORATE CENTRE

Revenue 409 -136 -133% 217 -260% -459 -312% -216 -53% -216 0%
Operating Expenses -151 -53 -65% -119 125% -130 9% -117 -10% -105 -10%
Operating Income 258 -189 -173% 98 -152% -589 nm -333 -43% -321 -4%
Provisions -4 -4 0% -14 250% -26 -14% -13 5% -12 -5%
Operating Profit Post Provisions 254 -193 -176% 84 -144% -615 nm -346 -44% -333 -4%

Source: Company Reports and Citi Research Estimates
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BNP Paribas SA

Valuation

We use a two-stage dividend discount model (DDM) to value BNPP, including the
present value of 2011-14E dividends and a terminal value assuming zero growth at
the sustainable RoE. We use a Cost of Equity of 11.5% based on the company's
business mix and funding stress risks. We cross-check this valuation using: (1)
justified price-to-book valuation; (2) comparable P/E valuation relative to the bank
sector; and (3) comparable P/E valuation relative to BNPP's historical trading range
and growth prospects. We set our target price at €47 on this basis.

Risks

The key risks to our investment thesis on BNPP are: (1) Credit risks are low, but
BNPP financial performance would suffer if the credit risk cycle turned down again;
and (2) Wholesale banking accounts for approximately one-third of the revenues
and capital of BNP Paribas, and the bank may be exposed to positive or negative
swings in several of its key market segments, as well as to funding stress risks.

If any of these risk factors has a greater downside impact than we anticipate, the
share price will likely have difficulty attaining our target price. Conversely, if the
impact of any of these upside risks is greater than we anticipate, the stock could
exceed our target price.

Societe Generale

Valuation

We use a two-stage dividend discount model (DDM) to value SocGen, including the
present value of 2010-13E dividends and a terminal value assuming zero growth at
the sustainable RoE. We use a Cost of Equity of 12.0% based on the company's
business mix. We cross-check this valuation using: (1) justified price-to-book
valuation; (2) comparable P/E valuation relative to the bank sector; and (3)
comparable P/E valuation relative to SocGen's historical trading range and growth
prospects. We set our target price at €30 on this basis.

Risks

The key risks to our investment thesis on SocGen are: (1) the risks of a further
sharp downturn in the CEE region where SocGen has significant exposure; (2) a
more challenging capital markets environment especially in equity derivatives where
SocGen has one of the leading franchises, and (3) more generally, a 'double-dip' in
the macroeconomic environment.

If any of these risk factors has a greater downside impact than we anticipate, the
share price will likely have difficulty attaining our target price. Conversely, if the
impact of any of these upside risks is greater than we anticipate, the stock could
exceed our target price.
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Credit Agricole SA

Valuation

We use a two-stage dividend discount model (DDM) to value CASA, including the
present value of 2011-14E dividends and a terminal value assuming zero growth at
the sustainable RoE. We use a Cost of Equity of 11.7% based on the company's
business mix. We cross-check this valuation using: (1) justified price to book
valuation, (2) comparable P/E valuation relative to the banks sector and (3)
comparable P/E valuation relative to CASA's historical trading range and growth
prospects. Our target price on this basis is €6.7.

Risks

The key risks to our investment thesis on CASA are: (1) The complexity of the group
and its financials, (2) large exposure to the challenged banking markets of Southern
Europe, (3) funding risk, (4) operational and financial leverage, and (5) acquisition
risk.

If any of these risk factors has a greater downside impact than we anticipate, the
share price will likely have difficulty attaining our target price. Conversely, if the
impact of any of these upside risks is greater than we anticipate, the stock could
exceed our target price.

Natixis
Valuation

We use a two-stage dividend discount model (DDM) to value Natixis, including the
present value of 2011-14E dividends and a terminal value assuming zero growth at
the sustainable RoE. We use a Cost of Equity of 12.7% based on the company's
business mix and adjusted to funding risks on CIB. We cross-check this valuation
using: (1) justified price to book valuation; and (2) comparable P/E valuation relative
to the banks sector. On this basis, we set our target price at €2.8.

Risks

The key risks to our investment thesis on Natixis include: (1) complexity of the
group and its financials, (2) operational and financial leverage (including funding
risks), (3) the reliance on some high margin / low volume in capital markets; (4) the
execution risk of the 2013 strategy plan.

If any of these risk factors has a greater downside impact than we anticipate, the
share price will likely have difficulty attaining our target price. Conversely, if the
impact of any of these upside risks is greater than we anticipate, the stock could
exceed our target price.
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Rating/target price changes above reflect Eastern Standard Time
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11-Feb-10 ™ *50.00 40.26 [9] 26-Jan-11 ™ *62.00 46.07 8-Oct-11 1 38.00 20.51
19-Feb-10 ™ *48.00 39.70 18-May-11 ™ *60.00 41.93 28-Oct-11 1 *35.00 23.39
30-Apr-10 ™ *52.00 40.40 4-Jul-11 M *56.00 41.87 9-Nov-11 1 *33.00 18.20
21-Jun-10 ™ *50.00 38.89 28-Jul-11 ™ *55.00 35.61 16-Jan-12 1 *28.00 16.55
(6] 29-Ju-10 ™ *54.00 44.7 4-Aug-11 M *50.00 21.70 6-Feb-12 1 *32.00 23.55
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* Indicates change Rating/target price changes above reflect Eastern Standard Time

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of BNP Paribas SA

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Societe Generale

BEST IDEAS UNIVERSE: The best ideas universe from which Societe Generale (covered by Kinner Lakhani) were chosen comprises: National Bank of
Greece SA (NBGr.AT, €2.37), Banco Bilbao Vizcaya Argentaria SA (BBVA.MC, €6.29), Banco Santander (SAN.MC, €5.73), HSBC Holdings PLC (HSBA.L,
US$6.13), Standard Chartered PLC (STAN.L, US$14.76), ING Groep NV (ING.AS, €6.71), UBS (UBSN.VX, SFr12.35), Barclays PLC (BARC.L, £2.33),
Credit Agricole SA (CAGR.PA, €6.1), Credit Suisse (CSGN.VX, SFr21.81), Natixis (CNAT.PA, €2.6), Julius Baer Gruppe AG (BAER.VX, SFr32.79),
Commerzbank (CBKG.DE, €1.52), Erste Bank (ERST.VI, €18.66), Societe Generale (SOGN.PA, €25.43), Royal Bank of Scotland Group PLC (RBS.L,
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£2.78), EFG International (EFGN.S, SFr8.52), Deutsche Bank (DBKGn.DE, €33.37), BNP Paribas SA (BNPP.PA, €40.05), KBC (KBC.BR, €18.56), Vontobel
(VONN.S, SFr25.95), Unione Banche Italiane (UBI.MI, €3.11), Swedbank AB (SWEDa.ST, SKr119.8), Banco de Sabadell SA (SABE.MC, €1.91), Intesa
Sanpaolo (ISP.MI, €1.28), Banca Popolare di Milano (PMII.MI, €0.46), DNB ASA (DNB.OL, NKr69.65), Banco Popular Espanol (POP.MC, €1.29), Banca
Monte dei Paschi di Siena SpA (BMPS.MI, €0.23), Svenska Handelsbanken AB (SHBa.ST, SKr228.9), Skandinaviska Enskilda Banken AB (SEBa.ST,
SKr54.05), Banesto (BTO.MC, €2.92), Banco Popolare (BAPO.MI, €1.28), Nordea (NDA1V.HE, €7.14), Bankinter SA (BKT.MC, €3.06), Danske Bank A/S
(DANSKE.CO, Dkr103.7), UniCredit Group (CRDI.MI, €3.59), Raiffeisen Bank Intl (RBIV.VI, €30.27), Standard Chartered Plc (2888.HK, US$184.4), HSBC
Holdings Plc (0005.HK, US$76.5), Eurobank (EFGr.AT, €1.27), JSE Limited (JSEJ.J, R68.88), CaixaBank SA (CABK.MC, €2.94), Brait SE (BATJ.J, R33.8),
Lloyds Banking Group PLC (LLOY.L, £0.4), Bank of Ireland (BKIR.I, €0.09), Hyprop Investments Limited (HYPJ.J, R71.6), Resilient Property Income Fund
Limited (RESJ.J, R47.17), Rebosis Property Fund Limited (REBJ.J, R11.43), Peregrine Holdings Limited (PGRJ.J, R11.1), Bank of Cyprus (BOCr.AT, €0.37),
African Bank Investments Limited (ABLJ.J, R29.97). All prices as of 23 Oct 2012.

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of BNP Paribas SA,
Natixis, Societe Generale.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from BNP
Paribas SA, Credit Agricole SA, Natixis, Societe Generale.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking
services from Credit Agricole SA.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from BNP Paribas SA,
Credit Agricole SA, Natixis, Societe Generale in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): BNP Paribas SA, Credit Agricole
SA, Natixis, Societe Generale.

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, securities-related: BNP Paribas SA, Credit Agricole SA, Natixis, Societe Generale.

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: BNP Paribas SA, Credit Agricole SA, Natixis, Societe Generale.

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.

The Firm is a market maker in the publicly traded equity securities of BNP Paribas SA, Societe Generale.

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.

Citi Research Ratings Distribution

12 Month Rating Relative Rating
Data current as of 4 Oct 2012 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 51% 38% 1% 7%  85% 7%
% of companies in each rating category that are investment banking clients 50% 47% 45% 59% 47%  50%

Guide to Citi Research Fundamental Research Investment Ratings:

Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.

Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.

Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.
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Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

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 Kinner Lakhani; Florent Nitu; Stefan Nedialkov; Sentoor Kanagasabapathy; Henrik
Christiansson; Andrew Coombs; Ronit Ghose; Azzurra Guelfi; Ignacio Moreno; Kato A
Mukuru; Simon Nellis

Citigroup Global Markets India Private Limited Rahul Bajaj, CFA; Vikas Sharma

OTHER DISCLOSURES

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Credit Agricole SA, Societe Generale. (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
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.
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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 Research research report. Ask your Financial Advisor or use smithbarney.com to view any
available Morgan Stanley research reports in addition to Citi Research research reports.

Important disclosure regarding the relationship between the companies that are the subject of this Citi Research 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 Citi Research 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 Citi Research. 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 Citi 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 - 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 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 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/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. 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. 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
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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 Gasset, 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
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