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European Economic Forecast Highlights, August 2014

This companion to the August issue of Global Economic Outlook and Strategy gives
more detailed forecasts for the main European countries to 1Q16. Figures 20-21
give annual forecasts to 2018 for growth, inflation, current balance, fiscal balance,
primary balance, and government debt.

We are cutting our euro area GDP forecasts for 2014 and 2015 by 0.3pp and 0.2pp
to 0.8% and 1.5%, respectively. This marks the largest cut in our numbers since
Jan-2012 and the third downward adjustment in four months.

We have lowered our GDP forecasts for most European countries for 2014, except
for Denmark, Norway, Portugal and the UK (unchanged), and the Netherlands and
Spain (up 0.1pp each).

At the early-August press conference, ECB President Draghi repeated the ECB’s
willingness to loosen further — via unconventional policies — if its inflation forecasts
and inflation expectations trends indicate that a sustained undershoot of its inflation
target is likely. We believe these conditions for easing are falling into place, and that
further downgrades to the ECB’s inflation forecasts are likely to trigger a major QE
program, most likely at the December meeting but perhaps in early 2015.

Figure 1. Europe - Policy Rates (Percent), 2013-18F

History Forecast

2013 2014F 2015F 2016F 2017F 2018F
Euro Area 0.50 0.19 0.15 0.16 0.42 0.92
Denmark 0.20 0.20 0.20 0.25 0.55 1.10
Norway 1.50 1.50 1.50 1.77 2.24 2.85
Sweden 0.99 0.52 0.25 0.61 118 1.80
Switzerland 0.00 0.00 0.00 0.00 0.38 1.25
United Kingdom 0.50 0.50 1.08 2.46 3.21 3.50

Sources: National central banks and Citi Research
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Figure 2. Euro Area — Economic Forecasts Compared (Percent), 2014-15F

GDP Growth (YY %) HICP Inflation (YY %)

Date of Forecast 2014F 2015F 2014F 2015F
Euro Area - Citi Forecast 20-Aug-14 0.8 1.5 0.5 0.9
IMF WEO Forecast 24-Jul-14 1.1 15 0.9 1.2
ECB Forecast - mid-point 05-Jun-14 1.0 1.7 0.7 1.1
OECD Economic Outlook 06-May-14 12 1.7 0.7 1.1
EU Commission Forecast 05-May-14 1.2 1.7 0.8 1.2
Consensus Economics 11-Aug-14 1.0 1.5 0.6 1.1

Sources: Consensus Economics, ECB, EU Commission, IMF, OECD and Citi Research
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Euro Area

We cut our GDP forecasts for 2014 and 2015 by 0.3pp and 0.2pp to 0.8% and
1.5%, respectively. This marks the largest cut in our numbers since Jan-2012 and
the third downward adjustment in four months, despite the better-than-expected
performance in the euro area periphery excluding lItaly. This change reflects
disappointing 2Q GDP data, risks that sentiment surveys will weaken further in
coming weeks (Is the Euro Area Recovery at Risk of Faltering?) and rising geo-
political risks (including developments in Russia). At the same time, inflation
continues to slow, hitting 0.4% YY in July from 0.5% YY in June, suggesting that the
3Q average will again undershoot the ECB’s baseline that we estimate to be around
0.65% YY. Our forecasts envisage that the flash HICP August reading could fall to a
new cycle low of 0.3% YY, with a risk of a 0.2% YY print if oil prices continue to
weaken. Note that last week the Q3-14 Survey of Professional Forecasters (SPF)
revealed a further downward drift in the 2014-15 average inflation forecasts to 0.7%
and 1.2%. These findings suggest a widespread sense that risks of a persistent
inflation undershoot now are greater than at any time in the survey’s 15-year history.
We continue to believe that the Governing Council remains in wait-and-see mode
nearterm and that no action will be forthcoming in September, except perhaps on
ABS purchases. Generally, the hurdle for additional policy action remains elevated
in the short-term following the June announcements (lower key rates and TLTROs).
However, we maintain our baseline that the risks of a prolonged period of very low
inflation and the vulnerability of the recovery will prompt the Governing Council to
launch a large scale asset purchase programme in late 2014 or early 2015, despite
the reservations of some Council members.

Figure 3. Euro Area - Economic Forecasts, 2013-1Q16F

History
2013
Real GDP YY -04
QQ SAAR
Final Domestic Demand Yy -08
Private Consumption YY -06
Public Consumption YY 0.2
Fixed Investment Yy 28
-- Business Equipment Yy -18
-- Construction Yy -38
Stocks (Contrib. to YY GDP Growth) 0.0
Exports of Goods and Services YY 1.5
Imports of Goods and Services YY 04
Consumer Prices YY 14
Core CPI (ex Food, Energy, Tobacco) YY 1.1
CPI Ex Energy and Unprocessed Food YY 1.3
Unemployment Rate YY 119
Industrial Production Yy 07
Current Account Balance €bn 2307
% GDP 24
General Government Balance €bn -290.3
%GDP  -3.0
Primary Balance %GDP  -0.1
General Government Debt €bn 9,121.3
% GDP  95.0
Gross Operating Surplus YY 14
ECB Refi Rate (Ann Avg, then gtr-end) % 050
Ten-year Bund yield (Period Avg.) %  1.60
EUR-USD FX Rate (Ann Avg, then gtr-end) 1.32

Forecast History Forecast
2014 2015 2013 3Q13 4Q13| 1Q14 2Q14 3Q14| 4Q14 1Q15 2Q15 3Q15 4Q15| 1Q16
0.8 1.5 06 -03 05/ 09 07 09/ 09 11 15 16 18| 19
13 04 12| 08 02 13| 12 17 17 19 19| 22
0.8 14 10 -06 01| 08 07 07/ 09 10 14 16 17| 17
0.8 1.5 07 -04 02| 05 07 08 11 13 14 15 16| 17
0.6 0.6 01 06 02| 07 06 04 07 02 05 07 11| 09
1.0 22 34 24 -01f 17 10 08| 05 11 23 26 27| 28
20 23 20 14 12| 34 20 19/ 09 05 22 30 35| 36
0.9 2.3 45 -32 -5/ 11 08 05| 10 12 24 26 28| 28
0.0 0.0 03 02 01/ 01 01 -01f 01 -01 00 00 00 01
3.1 34 16 10 30| 40 27 32| 26 34 32 35 36| 37
33 34 00 08 25| 41 34 29| 29 31 32 36 37| 35
0.5 0.9 14 13 08| 07 06 03] 06 07 09 10 10 11
0.8 0.8 11 11 08/ 08 08 08 09 09 08 07 07| 08
0.9 0.9 13 13 10 10 09 09/ 09 09 09 09 08 09
115 108 118 115 118 122 115 11.0] 111 114 109 105 10.6| 108
0.9 33
279.5 2804
29 2.8
-275.5 -243.5
28 24
0.1 0.6
9,494.4 9,718.0
97.2 974
2.1 2.1
019 0.5 075 050 025 025 015 0.15| 015 015 0.15 0.5 0.15| 0.15

128 131 140 178 1.80
136 1.34 130 135 138

168 143 125
138 136 1.35

075 100 125 150 150( 175
134 133 133 134 1.36]| 1.38

Note: Percentage changes unless indicated. Annual data are period averages. Sources: ECB, Eurostat and Citi Research forecasts
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German GDP fell by 0.2% QQ in Q2, its first contraction since Q1-2013. Even

though temporary factors (including payback from the strong 1Q and calendar
effects) may have exaggerated the weakness in Q2, lead guides suggest that
momentum in H2 will also be weaker than we expected previously. We therefore cut
our growth forecasts for 2014 and 2015 down to 1.6% and 2.0%, respectively (from
2.0% and 2.4%), reflecting weaker export prospects and the spillover to investment.
But even with these influences, we expect a strong labour market and very
supportive financial conditions to keep German growth above trend in 2014 overall

(and beyond) unless the external environment worsens further.

Figure 4. Germany - Economic Forecasts, 2013-15F

History Forecast History Forecast
2013 2014 2015 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14| 1Q15 2Q15 3Q15 4Q15
Real GDP YY 0.2 1.6 2.0 06 01 03 11| 22 13 14 14| 13 21 23 24
QQ SAAR 16 32 12 18| 27 -04 16 17| 24 24 25 23
Real GDP, Non Work-Day Adjusted YY 0.1 1.6 2.3
Final Domestic Demand YY 0.6 1.8 25 03 07 10 09] 21 15 14 241 18 26 28 30
QQ SAAR 04 24 22 -05| 45 -02 19 24| 30 30 29 29
Private Consumption YY 1.0 1.2 24 06 13 13 10| 14 08 09 17| 18 24 26 28
QQ SAAR 10 28 13 12 28 04 17 22| 28 28 28 28
Public Consumption YY 0.4 0.9 15 04 04 07 01 05 10 07 13| 13 14 15 16
QQ SAAR 00 -09 27 14| 17 12 12 12| 16 16 16 16
Fixed Investment YY 07 4.7 42 38 09 03 17| 64 42 39 43| 24 46 48 49
QQ SAAR 55 49 49 30| 132 -35 36 47| 51 49 46 49
-- Business Equipment Yy 22 49 37 60 -19 -2 05| 53 46 51 48| 25 39 42 42
QQ SAAR 57 20 03 56| 138 -08 22 44| 43 45 37 43
-- Construction YY 0.0 4.8 4.3 30 08 11 25| 78 42 32 42| 20 50 52 52
QQ SAAR 57 69 85 08| 1563 -65 43 49| 57 49 51 51
Stocks (Contrib. to YY GDP Growth) 0.1 05 0.1 00 -02 03 0.1 03 07 04 06/ -01 00 01 02
Exports of Goods and Services YY 1.1 3.7 3.2 04 06 00 42| 51 33 41 24 32 33 35 30
QQ SAAR 28 103 -04 102 07 31 26 33| 38 35 33 14
Imports of Goods and Services YY 1.6 53 42 0.1 0.9 16 39| 59 53 52 49| 39 41 45 42
QQ SAAR 09 61 32 52| 91 38 26 42 51 47 42 30
Net Exports (Contrib. to YY GDP Growth) 02 -04 02 04 06 -04 07/ -09 00 00 00| -04 -04 -04 -04
Consumer Prices YY 15 1.0 1.7 15 15 16 13| 12 11 09 10 13 16 19 21
Compensation per Employee YY 24 2.3 24 26 24 24 23| 23 23 23 23| 24 24 24 24
Employment Growth YY 0.6 0.9 0.7 06 05 06 06| 08 09 09 10/ 09 07 06 05
ILO Unemployment Rate % 5.3 5.0 49 54 53 53 52| 52 51 48 48| 48 49 50 50
Registered Unemployment Rate % 6.9 6.6 6.5
Industrial Production (incl Construction) YY 0.1 15 25
Current Account Balance €bn 1935 1943 186.1
% GDP 7.1 7.0 6.3
General Government Balance €bn 0.3 2.0 5.7
% GDP 0.0 0.1 0.2
Primary Balance % GDP 2.2 21 21
General Government Debt €bn 2,147.0 2,154.7 2,134.3
%GDP 784 772 728
Gross Trading Profits YY 2.7 1.3 37 28 17 19 104 02 37 25 -10| 01 34 48 64

Note: The German annual figures are derived from quarterly Bundesbank data and adjusted for working days. Forecasts for GDP and its components are calendar adjusted.
Percentage changes unless indicated. Annual data are period averages. Sources: Deutsche Bundesbank, Eurostat, Statistisches Bundesamt and Citi Research forecasts
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For the second time in three months, we cut our 2014-15 GDP forecasts after the
disappointing 2Q outcome, when the economy flat-lined for the second successive
quarter. The lack of confidence in the government’s ability to engineer a rebound is
having negative consequences on industrialists’ ability to make investment plans,
with a noticeable deterioration in hiring intentions in the July surveys. Against this
backdrop, any further escalation in sanctions related to the Ukraine crisis will likely
detract from the already-weak export performance. Although France’s reform efforts
have gone largely unnoticed in recent years, we doubt that the euro area’s second
largest economy can recover meaningfully unless the government is able to deliver
a confidence shock in the short-term. We expect tax cuts in 2016 to help a little.

Figure 5. France - Economic Forecasts, 2013-15F

History

2013

Real GDP YY 04
QQ SAAR

Final Domestic Demand YY 05
QQ SAAR

Private Consumption YY 0.3
QQ SAAR

Public Consumption YY 2.0
QQ SAAR

Fixed Investment YY 08
QQ SAAR

-- Businesses YY -0.6
QQ SAAR

-- Households YY -3.1
QQ SAAR

Stocks (Contrib. to YY GDP Growth) -0.2

Exports of Goods and Services YY 24
QQ SAAR

Imports of Goods and Services YY 1.9
QQ SAAR

Net Exports (Contrib. to YY GDP Growth) 0.1

Consumer Prices YY 1.0

Average Monthly Wages & Salaries YY 1.7

Hourly Wages YY 1.8

Employment Growth (Private-Sector) Yy 07

Unemployment Rate % 9.9

Manufacturing Production YY -1.9

Current Account Balance €bn -284

% GDP 14

General Government Balance €bn -882

%GDP 4.3

Primary Balance % GDP  -2.0

General Government Debt €bn 1,925.3

% GDP 935

Gross Trading Profits YY 02

Note: Percentage changes unless indicated. Annual data are period averages. Sources: ECB, Eurostat, INSEE and Citi Research forecasts

Forecast History Forecast

2014 2015 1Q13 2Q13 3Q13 4Q13| 1Q14 2Q14 3Q14 4Q14| 1Q15 2Q15 3Q15 4Q15

04 0.9 02 07 03 08 08 01 03 02| 04 08 11 14

01 27 -03 07/ 01 -01 04 05/ 10 13 16 18

0.0 0.7 00 06 05 08 02 00 00 -02| 04 04 08 12

07 16 -01 10| 16 06 -01 01 08 10 14 15

0.2 1.0 03 06 03 07/ 01 01 04 04, 11 08 09 10

11 11 05 10|/ 20 21 08 08| 08 08 12 12

1.5 0.9 17 21 20 22| 21 18 14 07| 06 05 10 15

20 31 13 23] 18 19 -04 -04| 12 16 16 16

23 02 12 -07 -09 -04| 11 -25 -28 -29| 19 05 04 11

14 13 -09 -05| 41 43 -22 10| 02 09 15 20

0.8 0.0 -16 -09 -07 09 07 -06 -3 -22| 15 -04 06 15

23 18 10 31| -29 32 -20 -08| 00 12 20 28

76 13 28 -22 -32 41| -68 -89 -82 66| -39 -14 -02 06

05 -08 68 -82(-109 94 -39 20, 00 04 08 12

04 0.1 01 00 04 -04/ 05 01 01 00/ 00 00 00 00

24 23 03 29 21 41| 44 15 24 15| 16 22 25 28

08 123 -20 58] 21 02 16 20| 24 26 30 33

24 1.6 04 16 26 37| 40 23 17 16| 14 14 16 18

17 84 37 13| 26 15 12 12| 16 16 20 20

0.0 0.2 01 02 -04 03/ 00 -01 00 01 01 01 01 01

0.7 1.2 12 09 11 08 09 08 05 08 10 13 14 13
1.1 1.2
1.9 1.5
0.0 0.6

9.9 9.8 99 99 99 97| 97 98 99 100 99 99 98 98
0.3 14
146 14
07  -01
952 -929
46 44
23 21
2,027.7 2,120.6
9.9 982
3.1 37
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Italy

Giada Giani With 2Q GDP data showing that Italy slipped back into recession in H1 14, we are
again cutting our 2014 growth forecast (from +0.1% to -0.1%). We still expect the
tax rebates and ample corporate liquidity to support domestic demand in the next
couple of quarters, returning GDP growth into positive territory (in line with survey-
based indicators). But growth is likely to be weak amid tight financing conditions and
poor competitiveness, and below 1% also in 2015. The fiscal deficit may remain just
within the 3%-of-GDP threshold this year, but above the government’s 2014 target
of 2.6%, while the public debt ratio to GDP is likely to keep rising in 2014 and 2015.

Figure 6. Italy - Economic Forecasts, 2013-1Q16F

History Forecast History Forecast

2013 2014 2015 2Q13 3Q13 4Q13| 1Q14 2Q14 3Q14 4Q14| 1Q15 2Q15 3Q15 4Q15| 1Q16

Real GDP Yy -18 -01 08 22 19 -09( 04 -03 01 01| 04 09 10 12| 13

QQ SAAR 12 -05 05| 04 -08 09 07| 07 12 13 15| 11

Final Domestic Demand YY -26 00 07 32 23 14 05 -01 03 02| 05 07 08 08| 08

QQ SAAR 12 11 07 03 04 03 06/ 08 10 08 07| 09

Private Consumption YY -26 01 06 34 21 14, 06 00 04 05 06 07 06 06| 06

QQ SAAR 19 -06 01 03 04 08 06| 06 06 06 06| 06

Public Consumption Yy -08 04 -02 10 -07 -1 03 04 05 04| -01 -02 -03 -04| -03

QQ SAAR 02 -7 06f 15 00 00 00| -04 -04 -04 -04| -02

Fixed Investment YY 46 09 21 48 46 -28 13 -10 -04 -09| 10 17 27 30| 31

QQ SAAR 00 -36 31| 44 09 11 13| 30 39 28 25| 30

-- Business Equipment Yy 25 -01 29 20 -30 02( 05 -02 09 -07| 16 21 37 40| 40

QQ SAAR 25 712 84| 50 37 29 17| 39 57 35 30| 36

-- Construction YY -66 -1.7 14 74 62 57 20 19 17 10| 04 14 17 20| 21

QQ SAAR 25 02 -20f -37 -20 08 08 20 20 20 20| 24

Exports of Goods and Services YY 00 31 34 00 -04 10| 33 35 34 24| 25 28 37 45| 45

QQ SAAR 24 25 51| 32 31 21 14| 34 44 55 49| 33

Imports of Goods and Services YY 29 26 31 44 20 01 13 33 27 29| 33 25 32 34| 34

QQ SAAR 08 41 09 12 70 17 18| 27 39 42 26| 27

Net Exports (Contrib. to YY GDP Growth) 08 03 02 12 04 03] 02 02 03 00f 01 02 03 00| 05

Consumer Prices Yy 13 01 02 13 11 07| 05 04 -01 00f 01 -01 00 -02| 00
Compensation per Employee NA  NA NA
Employment Growth Yy 20 -02 05
Unemployment Rate % 122 126 123
Current Account Balance €bn 155 256 276
%GDP 1.0 16 17
General Government Balance €bn -441 -464 -46.1
%GDP -28 -30 -29
Primary Balance % GDP 2.2 19 19
General Government Debt €bn 2,069 2,164 2,202

% GDP 132.6 137.8 139.5
Note: Percentage changes unless indicated. Annual data are period averages. Sources: Bank of Italy, ECB, Eurostat, ISTAT and Citi Research forecasts
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Spain

Giada Giani With strong 2Q data (real GDP up by 0.6% QQ), we are raising our growth forecast
to 1.4% (vs. 1.3% previously) for this year and to 2% (vs. 1.9%) for 2015. The

Antonio Montilla recovery continues to be driven by private consumption and business investment,

supported by a strong corporate financial position leading to job creation, by
reduced fiscal tightening, and improving financial conditions. The 2014 budget
deficit is likely to be broadly in line with the government target (of 5.5% of GDP).

Figure 7. Spain - Economic Forecasts, 2013-1Q16F

History Forecast History Forecast
2013 2014 2015 2Q13 3Q13 4Q13| 1Q14 2Q14 3Q14 4Q14| 1Q15 2Q15 3Q15 4Q15| 1Q16
Real GDP YY 12 14 20 16 11 02 05 12 17 20f 22 20 19 18] 19
QQ SAAR 06 03 07 15 24 23 19| 23 16 16 16| 28
Final Domestic Demand Yy 27 15 19 37 21 07 06 16 15 22| 17 18 19 23| 23
QQ SAAR 23 23 15 441 15 21 09| 21 22 24 23| 23
Private Consumption YY 20 20 21 30 17 08 16 22 21 21 22 20 21 22| 24
QQ SAAR 04 21 21 16 29 19 19 22 22 22 21| 31
Government Consumption Yy 23 03 04 34 02 -34 02 -03 -05 25 15 02 05 22| 15
QQ SAAR 45 23 -146| 189 -51 1.7 -39 16 16 28 28| -1.2
Fixed Investment Yy 50 12 29 58 53 7| 141 19 20 22| 34 29 27 25| 28
QQ SAAR 73 28 28| 25 48 33 32| 24 27 24 26| 34
-- Business Equipment YY 26 94 65 14 18 99| 108 98 85 83| 70 67 62 60| 59
QQ SAAR 103 129 73| 130 62 76 67| 75 50 56 59| 70
-- Construction YY 96 -42 0.1 -101 98 86| -87 -34 25 23| 07 00 -01 -02 03
QQ SAAR 171 36 04| 125 37 01 05| 16 09 -01 -02 05
Exports of Goods and Services YY 49 46 57 95 35 37| 841 28 34 39| 60 57 57 55| 52
QQ SAAR 312 25 33| 15 73 48 51 70 57 51 42| 58
Imports of Goods and Services YY 04 57 64 32 06 27| 93 44 37 55| 60 65 65 67| 57
QQ SAAR 267 85 22| 62 53 60 47| 81 74 60 53| 42
Net Exports (Contrib. to YY GDP Growth) 08 -01 -01 20 09 04| -01 -04 00 -04| 02 -01 -01 -02 00
Consumer Prices YY 15 00 03 18 13 02| 00 02 -03 02( 03 03 04 02| 03
Compensation per Employee YY 00 00 07 06 -02 25| -02 00 -01 02| 03 06 09 09| NA
Employment Growth Yy -28 10 16 34 25 121 05 14 16 18| 23 15 13 12| 13
Unemployment Rate % 261 245 2341 261 257 257| 259 245 238 237| 241 231 225 227| 230
Current Account Balance €bn 80 63 54
%GDP 08 06 05
General Government Balance €bn -724 -583 -50.9
%GDP -71 56 -4.8
Primary Balance %GDP  -3.7 22 -15
General Government Debt €bn 960.7 1,0232. 1,0741.

%GDP 939 987 101.0

Fiscal deficits include the effect of financial support for banks. Percentage changes unless indicated. Annual data are period averages.
Sources: Bank of Spain, ECB, Eurostat, INE and Citi Research forecasts
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Greece

The rebound in 2Q GDP (by 1.0% QQ, based on our estimate of SA data) was
probably driven by the strong tourism season. The fall in YY GDP growth eased to
minus 0.2% in Q2, the least negative reading since 2008. However, with June IP
and retail sales data looking quite weak, we are lowering slightly our 2014 average
growth forecast to 0.1% (from 0.3% last month, against the government forecast of
0.6%). Growth is likely to accelerate to around 1% in 2015 amid reduced fiscal
tightening and further export competitiveness gains.

Figure 8. Greece — Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018

Real GDP YY -3.9 0.1 15 14 1.5 1.6
Final Domestic Demand YY 6.4 0.3 0.6 0.8 0.9 0.9
Private Consumption YY -5.8 1.1 0.7 0.8 0.8 0.8
Public Consumption YY -39 -04 -0.1 04 0.2 0.2
Fixed Investment YY -12.8 -2.7 1.1 2.1 2.8 2.3
Exports of Goods and Services YY 1.2 6.4 34 37 4.0 4.0
Imports of Goods and Services YY 5.3 1.7 0.1 1.8 2.2 1.7
HICP YY -0.9 -141 -1.0 -1.0 0.0 1.1
Unemployment Rate % 275 27.0 25.8 251 243 23.6
Current Account Balance €bn 14 2.2 2.0 2.0 2.0 2.0
% GDP 0.8 1.2 1.1 1.1 1.1 1.1

General Government Balance €bn -23.1 -3.8 -4.0 2.7 -1.9 -1.0
% GDP -12.7 22 22 -1.5 -1.0 0.5

Primary Balance % GDP -8.7 2.3 2.3 3.1 35 3.9
General Government Debt €bn 318.7 3215 324.0 325.2 325.6 326.5

% GDP 1751 179.7 180.3 179.6 1771 172.8

Note: We assume further reductions in the cost of official loans. Percentage changes unless indicated. Annual data
are period averages. Sources: Bank of Greece, ECB, Eurostat and Citi Research forecasts
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Ireland

Michael Saunders Recent data suggest that 2Q GDP growth was very strong, but cast doubt on
whether that expansion will be sustained. Industrial production surged by 11.9% QQ
in 2Q, the biggest rise since data began in 1980. However, after strong April-May
figures, IP fell 16% MM in June, dropping a little below the 1Q average level. Hence
while we forecast a 2% QQ rise in 2Q GDP, we pencil in a much slower figure for
3Q GDP. Behind these swings, the underlying trend in the economy seems to be
pretty strong, judging from the PMis.

Figure 9. Ireland — Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018

Real GDP YY 0.2 5.8 3.6 3.8 3.9 4.0
Real GNP YY 3.2 5.6 3.0 31 33 34
Final Domestic Demand YY -0.6 0.7 1.5 2.1 1.6 1.6
Private Consumption YY -0.8 0.8 1.6 19 1.8 19
Public Consumption YY 1.3 -1.5 2.5 0.3 0.0 0.5
Fixed Investment YY -1.8 29 53 43 25 1.6
Exports of Goods and Services YY 1.1 71 5.3 7.2 74 7.3
Imports of Goods and Services YY 0.6 4.0 37 6.7 6.5 6.4
Net Trade 0.3 5.2 24 1.6 2.2 24
GDP Deflator YY 1.0 0.3 1.0 1.1 1.6 1.7
Nominal GDP YY 1.2 6.1 46 49 55 5.7
House Prices YY 14 8.5 8.6 5.6 41 41
Unemployment Rate % 13.1 11.6 10.5 9.7 9.0 8.2
Employment YY 2.4 1.6 2.0 2.2 2.3 2.3
Current Account Balance €bn 7.6 7.6 9.2 9.3 10.0 10.7
% GDP 44 41 4.7 4.6 4.7 4.7

General Government Balance €bn -11.8 -35 12 35 5.8 8.7
% GDP 6.7 -1.9 0.6 1.7 2.7 3.8

Primary Balance % GDP 2.6 2.8 5.3 6.2 7.0 7.9
General Government Debt €bn 2155 212.6 211.7 2104 204.4 195.4

% GDP 123.3 114.6 109.1 103.4 95.2 86.0

Note: Percentage changes unless indicated. Annual data are period averages. Sources: Central Bank of Ireland,
CSO, ECB, Eurostat and Citi Research forecasts
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Portugal

Giada Giani 2Q GDP rebounded by 0.6% QQ, broadly in line with our forecasts and confirming
that 1Q weakness (-0.6% QQ) was temporary. We therefore leave our 2014 GDP
forecast unchanged. Export growth is feeding through to employment, which rose
2% QQ in Q2, adding to the recovery’s sustainability. Despite the negative rulings
by the High Court on some budget measures, we think the fiscal deficit is likely to
fall near the government target of 4% of GDP this year and fall further in 2015 (while
still overshooting the government’s forecast of 2.5% of GDP).

Figure 10. Portugal - Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018

Real GDP YY -14 1.1 21 2.1 2.1 2.2
Final Domestic Demand YY 2.4 0.7 1.3 1.3 1.3 14
Private Consumption YY 1.7 1.1 14 15 14 1.2
Public Consumption YY -1.8 -0.3 0.2 -0.2 04 1.0
Fixed Investment YY -6.0 0.1 2.4 2.4 2.1 2.7
Exports YY 6.1 1.9 45 5.3 55 55
Imports YY 3.2 3.6 2.2 3.7 4.0 4.1
Consumer Prices YY 0.4 -0.3 04 -0.2 0.3 0.8
Unemployment Rate % 16.2 13.7 1.5 10.3 9.4 8.8
Current Account Balance €bn 0.9 0.9 1.2 1.6 2.3 2.8
% GDP 0.5 0.5 0.7 0.9 1.3 15

General Government Balance €bn -8.2 -7.0 5.5 4.7 -4.0 -3.2
% GDP -5.0 4.2 -3.2 2.7 22 1.7

Primary Balance % GDP -0.6 0.3 15 1.9 2.3 2.7
General Government Debt €bn 213.6 228.0 2285 229.7 2318 235.0

% GDP 128.9 136.2 133.9 131.9 130.1 128.4

Percentage changes unless indicated. Annual data are period averages. Sources: BdP, INE and Citi Research
forecasts
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Netherlands

Guillaume Menuet 2Q GDP recorded a 0.5% QQ gain, more than offsetting the upwardly revised 0.4%
QQ drop (-0.6% prev.) in Q1. But domestic demand contracted again, falling by
0.6% QQ in Q2-14 after a 0.4% drop in Q1-14, highlighting some underlying
weakness. The contribution from net trade was strong (1.2pp) thanks to a seventh
successive gain in exports (+0.6% QQ, 2.9% YY) while imports fell by 1.1% QQ
(1.6% YY), which highlights the recovery’s vulnerability to adverse external shocks.

Figure 11. Netherlands — Economic Forecasts, 2013-18F

History Forecast
2013 2014 2015 2016 2017 2018
Real GDP YY -0.7 0.7 1.3 1.6 2.0 21
Final Domestic Demand YY 1.7 0.0 04 1.0 1.3 1.6
Private Consumption YY -1.6 -0.3 0.5 0.9 1.1 12
Public Consumption YY -0.2 0.2 0.1 0.3 0.7 0.8
Fixed Investment (ex Stocks) YY -39 0.3 0.8 2.2 2.7 33
Stocks (Contrib. to YY GDP -0.2 0.2 0.0 0.1 0.1 0.1
Growth)
Exports of Goods and Services YY 2.2 2.6 25 31 35 39
Imports of Goods and Services YY 1.0 1.8 1.6 2.7 3.1 3.8
Net Exports (Contrib. to YY GDP Growth) 1.0 0.8 0.9 0.7 0.7 0.6
Consumer Prices YY 2.6 0.7 1.5 1.5 1.7 1.8
Unemployment Rate % 8.3 8.6 8.4 7.6 6.4 5.3
Current Account Balance €bn 65.6 69.5 61.7 60.5 58.9 57.5
% GDP 10.9 114 9.8 9.3 8.8 8.2
General Government Balance €bn -14.8 -16.8 -14.1 -11.3 -8.8 -6.8
% GDP 24 2.7 22 1.7 -1.3 -1.0
Primary Balance % GDP -0.7 -1.0 05 0.0 04 0.7
General Government Debt €bn 443.0 456.7 467.7 479.0 487.8 494.6

% GDP 73.5 74.7 74.4 73.9 72.6 70.8

Note: Percentage changes unless indicated. Annual data are period averages. Sources: DNB, CBS and Citi
Research forecasts
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Belgium

Guillaume Menuet We are cutting our 2014-15 GDP growth forecasts by 0.2pp each to 1.1% and 1.3%
respectively. Although the flash estimate of 2Q GDP showed a fifth successive gain,
the pace of economic activity slowed to 0.1% QQ and 1.1% YY, mirroring the trend
of declining business and consumer confidence in Q2-14. Indications of a further
deterioration in July surveys are part of the reason behind our decision to cut our
forecasts. On the political front, parties are continuing to negotiate to form a
government coalition, a situation that should help limit fiscal uncertainty.

Figure 12. Belgium - Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018

Real GDP YY 0.2 1.1 1.3 1.8 21 2.2
Final Domestic Demand YY 0.3 1.1 1.1 14 1.6 1.6
Private Consumption YY 0.8 1.0 0.8 1.1 1.3 1.3
Public Consumption YY 0.6 0.2 0.7 0.9 1.1 1.1
Fixed Investment (ex Stocks) YY 14 24 21 2.7 3.0 2.9
Exports of Goods and Services YY 1.9 3.7 42 4.0 47 5.7
Imports of Goods and Services YY 14 341 4.3 3.8 4.2 5.3
Consumer Prices YY 12 0.8 12 1.8 1.6 1.9
Unemployment Rate % 8.4 8.5 8.3 79 7.7 75
Current Account Balance €bn 7.3 0.4 29 3.9 3.3 22
% GDP -1.9 0.1 0.7 0.9 0.8 0.5

General Government Balance €bn -10.2 -10.5 9.9 6.9 -3.6 0.3
% GDP 2.7 2.7 25 1.7 0.8 0.1

Primary Balance % GDP 0.6 0.5 0.7 14 2.2 3.0
General Government Debt €bn 387.2 398.9 408.8 415.6 4193 4190

% GDP 101.2 102.3 102.3 100.4 97.7 93.9

Note: Percentage changes unless indicated. Annual data are period average. Sources: BNB, Belgostat and Citi
Research forecasts
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Slovakia

Though the outlook on foreign demand worsened, we slightly increase our 2014
GDP (to 2.3% from 2.2% last month) due to better developments in domestic
demand. Both factors have influenced our 2015 forecast, but in different directions.
Thus our 2015 GDP forecast remains unchanged at 2.7% YY assuming average
GDP quarterly growth of 0.8% during 2015. A key risk for both our economic and
fiscal forecast remains the ESA2010 revision of GDP and the government
debt/GDP ratio — which could potentially trigger another debt-brake rule, although
MinFin plans to reduce its cash buffer to avoid this.

Figure 13. Slovakia - Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018
Real GDP YY 0.9 2.3 2.7 3.2 341 3.0
Final Domestic Demand YY -0.8 2.7 15 2.1 2.5 -
Private Consumption YY -0.1 2.3 1.9 25 2.5 25
Public Consumption 14 1.9 -0.2 0.8 1.8 21
Fixed Investment YY -4.3 43 2.1 2.0 3.0 2.1
Exports YY 45 7.6 7.2 8.1 8.3 8.3
Imports YY 2.9 8.9 6.5 7.9 8.2 8.1
Consumer Prices YY 14 0.0 1.0 1.9 2.3 25
Unemployment Rate % 141 12.9 12.3 11.6 10.9 10.3
Current Account Balance % GDP 2.1 14 2.2 24 24 2.7
General Government Balance % GDP -2.8 -3.0 -2.8 -2.2 -1.8 -1.4
Government Primary Balance % GDP -1.5 1.7 -1.5 -0.9 -0.6 -
General Government Debt % GDP 55.4 55.6 55.8 53.6 52.0 50.8

Sources: National sources and Citi Research forecasts

13 citivelocity.com


mailto:Sindel,%20Jaromir%20[ICG-RSCH]%20%3cjs00786@imceu.eu.ssmb.com%3e

European Economic Forecast Highlights .
21 August 2014 Citi Research

Slovenia

Jaromir Sindel The Centrist SMC, led by PM-designated Miro Cerar, is likely to establish a centre-
left wing government with pensioners DeSUS, the left-wing ZaAB and socialist SD
groups. In our view, the likelihood that the NSi will not join the coalition suggests a
slower path for privatization and structural reforms, which will be driven mainly by
EC pressure. The EC approved the resolution plan for the third largest (state-
owned) bank. We keep our 2014-15 GDP forecasts unchanged as our momentum
indicator points to an upside risk but this is offset by downside external risks.

Figure 14. Slovenia

History Forecast

2013 2014 2015 2016 2017 2018
Real GDP YY -0.9 1.0 14 2.3 29 3.2
Final Domestic Demand YY 2.2 0.1 05 1.6 2.3 -
Private Consumption YY -2.8 -0.2 -0.4 1.1 14 1.2
Public Consumption 2.0 -0.9 -0.3 -0.8 0.4 12
Fixed Investment YY -0.3 1.2 1.0 2.6 3.8 3.7
Exports YY 2.7 45 6.7 7.6 6.8 5.0
Imports YY 1.3 3.8 5.7 7.0 6.3 44
Consumer Prices YY 1.8 0.4 0.9 0.8 0.7 0.8
Unemployment Rate % 10.1 10.1 10.5 10.3 9.9 -
Current Account Balance % GDP 6.0 3.3 35 4.0 46 52
General Government Balance % GDP -14.7 -4.0 -3.5 -3.3 1.7 -1.4
Government Primary Balance % GDP -12.1 -1.1 -0.7 -0.3 1.2 14
General Government Debt % GDP 7.7 81.3 82.7 83.1 814 79.2

Sources: National sources and Citi Research forecasts
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United Kingdom

Michael Saunders We expect that UK GDP growth will continue to outpace the consensus (3.0% and
2.6% in 2014-15). 2Q GDP rose 3.2% YY and business surveys give no sign of a
slowdown. Major GDP revisions are due in September, which we expect will
probably upgrade recent growth data. The MPC made a more radical re-think than
we had expected in the August Inflation Report, with greater optimism over the
supply-side as well as economic growth forecasts. The MPC also cut their estimate
for the medium-term equilibrium unemployment rate to 5.5% from about 6%
previously (we had not expected this), and hence concluded that (with the jobless
rate at 6.4%) the labour market still has significant slack. With the MPC’s lower
estimate for the equilibrium jobless rate, we have pushed back our forecast for the
first hike from Q4-14 to Q1-15.

Figure 15. UK - Economic Forecasts, 2013-1Q16F

History Forecast History Forecast
2013 2014 2015 2Q13 3Q13 4Q13| 1Q14 2Q14 3Q14 4Q14| 1Q15 2Q15 3Q15 4Q15| 1Q16
Real GDP YY 1.7 34 37 17 19 28| 29 32 34 39| 39 40 37 33| 34
QQ SAAR 24 36 27| 31 35 44 44| 35 37 32 28| 37
Final Domestic Demand YY 14 3.6 47 1.0 21 29| 31 34 35 43| 47 47 4T 45| 43
QQ SAAR 37 37 15| 33 53 41 46| 49 50 42 39| 441
Private Consumption YY 2.2 29 34 20 25 22| 22 31 29 33| 32 32 35 35 35
QQ SAAR 07 34 13| 34 41 27 29| 33 41 36 29| 33
Public Consumption YY 0.7 04 0.1 13 17 13| 18 01 -03 -01f 00 02 -02 -05| -08
QQ SAAR 56 23 -04| -02 -13 09 04| -01 -05 -05 -10| -1.0
Fixed Investment Yy 08 127 16.9 37 14 82| 97 116 129 162| 186 171 16.7 154 14.0
QQ SAAR 136 99 55| 98 220 149 186| 191 160 13.0 13.7| 135
-- Business Investment YY 10 140 18.1 -36 12 83| 106 135 141 176| 17.7 186 186 17.3| 154
QQ SAAR 31 126 62| 214 144 150 19.7| 220 178 152 144| 143
-- Construction of Private Dwellings YY 45 129 204 57 94 104| 132 84 126 174| 205 223 202 189 169
QQ SAAR 350 36 54| 113 135 206 244| 238 206 126 188| 16.0
Stocks (Contrib. to YY GDP Growth) 02 -05 0.1 01 08 -03f 01 01 -5 -10| -06 -04 01 00| 00
Exports of Goods and Services YY 0.5 1.2 46 40 20 00| 05 -28 35 38| 45 66 38 35| 46
QQ SAAR 99 -99 35| -03 41 158 49| 24 39 40 37| 70
Imports of Goods and Services YY 0.2 04 7.2 05 12 -02f 09 12 -05 25| 57 17 17 78| 80
QQ SAAR 97 46 52| 46 06 77 69| 77 84 717 15| 84
Net Exports (Contrib. to YY GDP Growth) 0.1 0.3 0.8 08 -0 01| -02 -03 14 05| -02 -02 -0 -12| -09
Consumer Prices YY 2.6 1.6 1.7 27 27 21 1.7 17 14 15| 15 16 19 19| 20
Retail Prices YY 3.0 25 33 31 32 26| 26 25 24 26| 24 30 36 41| 44
RPIX - Ex Mortgages YY 3.1 2.6 31 31 32 27| 27 26 25 26| 24 29 34 36| 37
Average Eamings YY YY 1.2 1.3 32 24 08 13| 19 -02 16 19| 30 31 32 35 38
Employment Growth YY 1.3 2.6 2.3 10 13 13| 24 28 26 25| 22 22 25 25| 23
Unemployment Rate % 7.6 6.3 5.1 78 76 72| 68 64 62 59| 56 53 50 46| 46
Claimant Count Unemployment Rate % 42 31 25
Industrial Production YY -04 2.1 2.0 08 -04 22| 24 21 20 19| 18 20 20 20| 20
Manufacturing Output Yy -07 3.1 1.9 11 -08 18| 36 32 29 27| 17 20 20 20| 20
Current Account Balance £bn -728 692 -81.2 -7.7 239 -235| -185 -194 -150 -16.3| -183 -19.7 -209 -22.3| -23.0
%GDP 45  -41 -4.5 19 59 57| 44 46 35 37| 41 -44 46 48| -49
Public Sector Net Borrowing £bnFY 1068 88.0 57.6
%GDP 65  -51 -3.1
General Government Balance % GDP 74 5.6 -3.6
Government Primary Balance % GDP  -35 2.0 0.1
General Government Debt £bn 1,529.0 1,658.1 1,735.9
%GDP 945 957 94.7
Gross Non Oil Trading Profits YY 46 142 6.1 42 25 35| 22 183 197 157 84 94 42 28| 33
Base Rate (Period Average) % 050 050 1.08 050 050 050 050 050 050 050 067 092 117 1.58| 1.92
Ten-year Gilt Yield (Period Averages) % 234 264 3.06 192 273 279| 278 267 270 250| 280 3.00 320 3.25| 3.30
EUR-GBP FX Rate (Annual Avg, then gtr-end) 085 0.81 0.79 086 084 083 083 080 081 080 079 079 079 079| 0.79
GBP-USD FX Rate (Annual Avg, then gtr-end) 156 1.68 1.69 152 162 166| 167 170 167 167| 167 168 170 1.72| 174

Fiscal deficits exclude financial intervention, RM and APF transfers. Percentage changes unless indicated. Annual data are period averages. Sources: BoE, ONS and Citi
Research forecasts
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Switzerland

Michael Saunders With fairly buoyant business surveys, we expect the 2Q GDP data (due in early
September) to show real GDP growth of about 0.6% QQ. The Swiss economy
continues to perform well compared to most other advanced economies, with the
budget deficit and inflation both close to zero, the jobless rate around 3%, a current
account surplus of 16% of GDP in 2013 and a general government debt ratio of
below 50% and falling. We expect the SNB to keep rates at zero for a while with
rates eventually rising modestly as the economy continues to do well.

Figure 16. Switzerland - Economic Forecasts, 2013-1Q16F

History Forecast History Forecast

2013 2014 2015 2Q13 3Q13 4Q13| 1Q14 2Q14 3Q14 4Q14| 1Q15 2Q15 3Q15 4Q15| 1Q16
Real GDP YY 20 20 26 23 21 19| 17 18 20 26| 27 27 26 25| 26
Final Domestic Demand Yy 23 21 27 24 24 27| 22 20 23 20| 26 27 28 29| 28
Private Consumption YY 23 17 19 27 22 20| 15 15 20 18| 21 21 17 16| 15
Public Consumption YY 30 041 0.7 30 29 25| 06 05 -02 -3, 07 07 07 07| 07
Fixed Investment YY 18 44 641 14 27 47| 54 43 44 37| 48 53 68 75| 74
Exports of Goods and Services YY 20 53 6.1 27 20 13| 44 44 59 64| 55 60 63 66| 70
Imports of Goods and Services YY 18 27 64 25 02 34| 20 20 43 26| 52 60 67 74| 87
Consumer Prices YY -02 041 1.1 04 00 00f 00 01 -01 O05( 07 09 14 13| 12
Unemployment Rate % 32 33 31 32 32 32| 32 32 36 31 29 30 34 29| 27
Current Account Balance Sfrbn  96.3 829 80.5 308 262 220 179 234 231 185| 21.0 213 206 176| 204
%GDP 160 135 128 205 173 145 118 153 150 119| 135 136 131 11.1| 128

General Government Balance %GDP 00 -02 05

General Government Debt %GDP 494 482 472
SNB Rate (Annual Avge, then gtr-end) % 0.00 0.00 0.00 0.00 0.00 0.00f 0.00 0.00 0.00 0.00{ 0.00 0.00 0.0 0.00{ 0.00
Ten-year Yield (Period Average) % 082 068 0.70 0.65 1.07 1.00| 098 080 054 031 049 066 083 083 1.01
EUR-CHF FX Rate (Annual Avge, then gtr-end) 123 122 123 123 122 123 122 122 121 122| 123 123 124 124 124
USD-CHF FX Rate (Annual Avge, then gtr-end) 093 090 092 094 090 089| 088 089 090 091 092 093 092 091] 090

Note: Percentage changes unless indicated. Annual data are period averages. Sources: SNB, BFS and Citi Research forecasts
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Sweden

The economy returned to growth in 2Q, but by a weaker-than-expected 0.2% QQ.
With a 0.1% QQ drop in 1Q, the economy nearly stagnated in 1H. Meanwhile, the
2Q flash estimate (based on a smaller data set and published early in order to
provide information to assist the government in preparing its autumn budget bill)
likely underestimates the strength of the economy and will probably be revised up at
a later stage. Still, with the trend in sentiment indicators being stable/slightly down,
this calls the expected acceleration in GDP growth going into 2015 into question.

At the July monetary policy meeting, the Riksbank confirmed a shift in its reaction
function — with a greater focus on preventing a further inflation undershoot and less
worry about upside inflation risks or risks that ultra-low rates will further boost the
already-high level of household debt — by cutting by a larger-than-expected 50bp to
0.25% and revising its conditional interest rate path substantially lower. The path
maintains a slight downside bias (12% probability of another rate cut in Sep) and
the timing of initial tightening was postponed by about half a year to late-2015. With
the July release, core inflation has now been in line with or above consensus
expectations for four consecutive months, confirming that Sweden is past the period
of ultra-low inflation readings. Core inflation overshot the Riksbank forecast by
0.2pp again in July, making another rate cut look increasingly unlikely. According to
our model, near-term inflation will likely stay slightly above the Riksbank’s forecast.

Sweden holds a general election on 14 September 2014, and opinion polls clearly
point to a change of government, with the “red-green” block likely to win a majority
in Parliament. It is by no means certain that the left-wing will succeed in forming a
government. However, with minority governments being very common in Sweden,
we believe the risk of an election re-run is relatively small. Meanwhile, we reckon
the political system could be tested in the coming year; besides a conceivable new
government, Sweden could face untested governing coalitions, new party leaders,
parties leaving/entering Parliament and a kingmaker party (the anti-immigration
Sweden Democrats), with which no other political party wants to join forces.

Figure 17. Sweden — Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018

Real GDP YY 1.6 2.0 2.6 2.7 2.6 2.6
Final Domestic Demand YY 1.4 2.6 2.2
Private Consumption YY 21 2.6 24
Public Consumption YY 1.9 1.1 0.9
Fixed Investment YY -1.0 5.0 34
Exports of Goods & Services YY 0.3 2.7 43
Imports of Goods & Services YY 0.7 4.3 3.6

Consumer Prices YY 0.0 -0.1 1.1 24 23 22
Unemployment Rate % 8.0 8.0 7.6

Current Account Balance SEK bn 234.8 233.5 233.2 248.3 256.9 268.3

% GDP 6.4 6.3 6.0 6.1 6.0 6.0

General Government Balance SEK bn -44.5 -71.9 -36.5 114 21.3 54.4

% GDP -1.2 -1.9 0.9 -0.3 05 1.2

General Government Debt % GDP 38.9 40.0 39.4 378 354 325

Riksbank Rate (Annual Average) % 0.99 0.52 0.25 0.61 1.18 1.80

Ten-year Yield (Period Average) % 210 1.83 1.89 2.16 2.31 2.56

EUR-SEK FX Rate (Annual Average) 8.65 9.09 9.08 8.99 8.83 8.67

USD-SEK FX Rate (Annual Average) 6.51 6.69 6.78 6.45 6.26 6.10

Note: Percentage changes unless indicated. Annual data are period averages. Sources: Riksbank, Statistics
Sweden and Citi Research forecasts
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Denmark

Tina Mortensen Following half a decade with stagnant GDP growth, economic activity is rising again
in Denmark. Leading indicators support our assessment of moderately accelerating
growth ahead, driven by rising domestic demand and growing exports. With
economic growth expected to outpace potential in 2014-15 (the OECD estimates
potential GDP at 0.9%-1.0% YY for this and next year), unemployment should edge
lower, and the sizable output gap (2.5% of potential GDP) slowly start to close. The
restraint among households and firms means that the private sector has
consolidated in recent years, suggesting some potential for stronger growth in
private spending and investment over the years to come. A consumption recovery is
also supported by higher real wage growth (thanks in part to low inflation) and the
ongoing recovery in the housing market (although distributed unevenly
geographically).

While public finances seem robust this year, the outlook for 2015 is somewhat
worrying; as temporary tax receipts (from the capital pension tax reform) lapse, the
public budget deficit could come close to the budget act limits, coinciding with a
general election that must be held in autumn-2015 at the latest. In other words,
should economic growth fail to rebound or the notoriously volatile revenues from the
pension yield tax turn out much lower than expected, the government could be
forced to impose tightening measures at a critical point in the cyclical recovery.

In April, the Danish National Bank (DNB) exited a 21-month-long period of negative
rates by raising the interest rate on certificates of deposit by 15bp to 0.05% (all
other interest rates were left unchanged) amid ongoing DKK weakness (DKK was
trading at the edge of its historically permitted corridor vs. the EUR). As EUR/DKK
stayed above the central parity despite (minor scale) intervention again in May, the
DNB kept all of its policy rates unchanged in June even with the ECB cutting rates
and introducing additional easing measures. The wider policy rate spread vis-a-vis
the ECB has reduced the negative carry on short EUR/DKK positions, pushing the
exchange rate lower (has strengthened), thereby limiting the need for additional
intervention and independent interest rate hikes over the coming year.

Figure 18. Denmark — Economic Forecasts, 2013-18F

History Forecast

2013 2014 2015 2016 2017 2018

Real GDP YY 0.4 14 1.7 2.0 1.9 2.0
Final Domestic Demand YY 0.4 1.3 1.8
Private Consumption YY 0.1 1.3 2.0
Public Consumption YY 0.7 0.8 0.9
Fixed Investment YY 0.5 2.3 24
Exports of Goods & Services YY 1.0 41 33
Imports of Goods & Services YY 1.4 4.6 3.6

Consumer Prices YY 0.8 0.7 1.2 1.6 1.9 2.0
Unemployment Rate % 7.0 6.7 6.5

Current Account Balance DKK bn 131.6 124.8 108.6 106.7 112.8 116.4

% GDP 71 6.6 5.6 5.3 54 54

General Government Balance % GDP 0.9 -1.3 2.7 1.7 -1.0 -0.9

General Government Debt % GDP 445 449 46.3 46.5 458 45.0

DNB Bank Rate (Annual Avg) % 0.20 0.20 0.20 0.25 0.55 1.10

Ten-year Yield (Period Average) % 1.73 1.34 1.44 1.71 2.06 2.31

Note: Percentage changes unless indicated. Annual data are period average. Sources: DNB, national statistical
office and Citi Research forecasts
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Norway

Economic activity will likely continue to grow at a below-trend pace in coming years;
while private spending and non-oil exports should continue to add to growth,
slowing oil investment trends and ongoing erosion in competitiveness will act as
offsets. Both fiscal and monetary policy will remain expansive to support economic
recovery; according to the spring budget by the non-socialist government, fiscal
easing will amount to 0.7% of mainland trend-GDP this year. Full-year growth in the
Norwegian economy downshifted quite sharply in 2013 (to 2.0% YY from 3.4% YY
in 2012), but underlying momentum picked up in 2H. In 1Q14, the mainland
economy expanded by an expected below-trend 0.5% QQ — an unchanged pace
from the prior two quarters — and growth is seen at a similar pace also in 2Q.
Overall GDP expanded by a weaker-than-expected 0.3% QQ in 1Q, but this can
largely be explained by a substantial drag from the inventory component.

Core inflation surprisingly inched higher in July, to stand at an above target-rate of
2.6% YY, lifted by soaring food prices. Judging from the July outcome, food inflation
will likely outweigh Norges Bank’s expectations, pointing to an upward revision of
the Bank’s CPI forecast (and, hence, the conditional interest rate path) in the
upcoming September Monetary Policy Report. Combined with firm economic activity
indicators since the June monetary policy meeting, a rate cut should be off the
agenda (Aug inflation, though, is out prior to the meeting). Recall that Norges Bank
postponed initial tightening by a year to mid-2016, and even opened the door for a
near-term rate cut should the economic outlook deteriorate further at the June policy
meeting. Given Norges Bank’s unwillingness to hike ahead of peers (as it wants to
avoid NOK appreciation), we confirm our view that initial tightening is unlikely to
commence until 2016.

Figure 19. Norway - Economic Forecasts, 2013-18F

History Forecast
2013 2014 2015 2016 2017 2018
Real GDP - Mainland YY 2.0 2.0 2.2 2.5 2.9 2.9
Final Domestic Demand YY 25 1.7 2.2
Private Consumption YY 2.2 2.1 25
Public Consumption YY 1.8 2.2 2.3
Fixed Investment YY 45 0.1 1.1
Exports of Goods & Services YY 0.8 1.2 2.8
Imports of Goods & Services YY 2.9 1.2 2.9
Consumer Prices YY 21 2.0 21 21 2.2 24
Unemployment Rate % 3.5 3.6 3.8
Current Account Balance NOK bn 333.6 357.5 382.5 411.0 434.3 472.5
% GDP 11.1 114 1.7 12.0 12.1 125
General Government Balance % GDP 10.9 11.0 11.0 10.0 10.0 9.0
General Government Debt % GDP NA NA NA NA NA NA
Norges Bank Rate (Annual Avg) % 1.50 1.50 1.50 1.77 2.24 2.85
Ten-year Yield (Period Avg) % 2.57 248 2.29 2.51 2.66 2.91
EUR-NOK FX Rate (Annual Avg) 7.81 8.22 7.95 7.75 7.50 7.25
USD-NOK FX Rate (Annual Avg) 5.88 6.05 5.94 5.56 5.32 5.10

Note: Percentage changes unless indicated. Annual data are period averages. Sources: Norges Bank, Statistics
Norway and Citi Research forecasts
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Figure 20. Long-Term Forecasts — GDP, CPI and Current Balance, 2013-18F

GDP Growth, YY Percent Change CPI Inflation, YY Percent Change Current Balance, Percent of GDP
History Forecast History Forecast History Forecast

2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018
Euro Area 04 08 15 19 19 18 14 05 09 12 15 17 24 29 28 28 26 25
Germany 0.2 16 20 23 23 21 1.5 1.0 1.7 21 23 25 7.1 70 63 58 56 53
France 04 04 09 1.7 20 1.9 1.0 07 1.2 14 1.5 1.6 14 07 -01 04 01 041
Italy -18 0.1 0.8 1.1 09 07 13 01 02 03 09 1.2 1.0 1.6 1.7 1.8 1.8 1.8
Spain -1.2 14 20 22 1.9 1.8 15 00 03 05 06 08 08 06 05 07 07 09
Greece -39 01 1.5 14 1.5 1.6 09 11 10 10 00 1.1 0.8 1.2 1.1 1.1 1.1 1.1
Ireland 02 58 36 38 39 40 10 03 1.0 1.1 1.6 1.7 44 44 47 46 47 4T
Portugal 14 1.1 2.1 2.1 241 22 04 03 04 02 03 08 05 05 07 09 1.3 1.5
Netherlands 07 07 13 16 20 21 26 07 1.5 1.5 1.7 1.8 109 114 98 93 88 82
Belgium 0.2 1.1 1.3 18 21 22 12 08 1.2 1.8 1.6 1.9 1.9 01 07 09 08 05
Slovakia 09 23 27 32 31 3.0 14 00 1.0 19 23 25 2.1 14 22 24 24 27
Slovenia 0.9 1.0 14 23 29 32 18 04 09 08 07 08 60 33 35 40 46 52
Austria* 0.4 1.7 17 16 14 14 2.1 1.8 17 17 17 17 30 35 35 35 36 37
Cyprus* 60 48 09 19 23 22 04 04 14 1.7 17 18 -1.5 01 03 06 05 00
Estonia* 08 24 32 35 36 37 35 32 28 25 24 23 1.0 13 15 14 -08 -04
Finland* 14 04 1.1 15 16 1.8 2.2 1.7 15 1.7 19 20 08 03 02 04 06 05
Latvia* 4.1 38 44 42 41 4.0 0.0 15 25 23 23 23 08 -16 -19 -20 -20 -20
Luxembourg* 20 21 19 20 22 22 1.7 16 1.8 1.8 1.8 1.9 67 67 55 55 52 51
Malta* 2.4 1.8 1.8 1.7 16 1.6 1.0 12 26 20 1.8 1.8 0.9 14 14 1.3 14 1.2
Denmark 04 14 1.7 20 19 20 08 07 1.2 1.6 19 20 741 66 56 53 54 54
Norway 20 20 22 25 29 29 2.1 20 241 2.1 22 24 11 114 117 120 121 125
Sweden 16 20 26 27 26 26 00 -0.1 1.1 24 23 22 64 63 60 6.1 60 6.0
Switzerland 20 20 26 27 27 27 02 01 1.1 1.1 0.9 1.0 16.0 135 128 123 105 105

United Kingdom 1.7 34 3.7 3.1 24 2.2 2.6 1.6 1.7 1.9 1.8 2.0 45 41 45 49 48 45
Note: All forecasts are Citi forecasts except for those marked with an asterisk. *IMF WEO, 8 April 2014. Sources: IMF and Citi Research forecasts

Figure 21. Long-Term Forecasts - Fiscal Balance, Primary Balance and Government Debt, 2013-18F

Fiscal Balance, Percent of GDP Primary Balance, Percent of GDP Government Debt, Percent of GDP
History Forecast History Forecast History Forecast

2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018
Euro Area 30 28 24 19 15 14 0.1 0.1 0.6 11 1.5 1.8 950 972 974 967 952 938
Germany 0.0 0.1 0.2 0.0 00 -0.1 2.2 2.1 2.1 1.8 1.7 1.5 784 772 728 698 679 656
France 43 45 43 35 -26 -18 20 -23 21 13 -04 04 935 975 998 1004 996 98.1
Italy 28 29 28 21 16 12 2.2 19 1.9 24 2.6 2.8 1326 1378 1393 139.2 139.0 1376
Spain 71 56 46 36 29 23 37 22 15 06 0.0 0.5 939 987 1008 101.2 101.3 100.7
Greece 127 22 22 15 10 -05 8.7 2.3 2.3 3.1 35 39 1751 179.7 1803 179.6 177.1 1728
Ireland 67 19 0.6 1.7 2.7 3.8 -2.6 2.8 5.3 6.2 7.0 7.9 1233 1146 1091 1034 952 86.0
Portugal S50 42 31 -24 19 13 -0.6 0.3 1.5 2.0 2.5 2.9 1289 136.1 1335 1311 1288 1265
Netherlands 24 27 22 A7 13 10 07 10 -05 0.0 04 0.7 735 747 744 739 726 708
Belgium 27 27 25 A7 08 0.1 0.6 0.5 0.7 14 2.2 3.0 101.2 1023 1023 1004 977 939
Slovakia 28 30 -28 22 18 -14 15 47 15 09 -06 554 556 558 53.6 520 508
Slovenia 147 40 35 33 17 14 121 11 07 03 1.2 14 717 813 827 831 814 792
Austria* 18 30 15 13 11 -0 02 1.0 0.6 0.8 1.0 1.0 742 791 782 7715 761 748
Cyprus* 47 52 52 20 10 02 18 18 -21 NA NA NA 1120 1215 1258 1225 1161 1116
Estonia* 04 -04 0.2 0.6 0.8 1.1 04 -04 0.2 0.6 0.9 12 113 109 103 9.6 8.9 8.2
Finland* 26 26 19 A7 16 -16 26 27 21 20 19 17 570 602 621 620 619 621
Latvia* 13 -1 13 16 03 -05 -0.1 04 22 06 0.7 0.5 321 327 293 313 305 284
Luxembourg* 0.0 01 -24 24 28 -3.0 04 05 20 22 -28 32 229 241 270 298 329 358
Malta* 29 31 33 29 29 29 0.1 0.3 0.2 NA NA NA 717 725 726 726 729 731
Denmark 09 13 27 17 10 -09 445 449 463 465 458 450
Norway 109 110 110 100 100 9.0 NA NA NA NA NA NA
Sweden 12 19 09 03 0.5 1.2 389 400 394 378 354 325
Switzerland 00 02 0.5 1.1 15 1.9 494 482 472 450 432 4041

United Kingdom 71 56 36 -13 -05 04 85 20 0.1 24 34 4.2 945 957 947 922 897 865

Note: All forecasts are Citi forecasts except those marked with an asterisk. For Spain, fiscal deficits include the effect of financial support for banks. For Greece, we assume
further reductions in the cost of official loans. *IMF WEO, 8 Apr 2014. Sources: IMF and Citi Research forecasts
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Figure 22. Change in Economic Forecasts from Prior Month (Percentage Points), 2013-15F

GDP Growth CPI Inflation Current Zggr;ce (% of Fiscal Balance (Pct of GDP)

2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014 2015
Euro Area -0.3 -0.2 -0.2 -0.1
Germany 0.3 -0.4 -0.4 -0.2 -0.3 0.5 0.6 -0.1
France 0.3 04 0.3 0.7
Italy 0.2 0.3 0.1 0.1 0.1 0.1 0.1
Spain 0.1 0.1 0.1 0.1 0.3
Greece 0.2 0.2 0.4 0.5 0.9 -1.3 0.2
Ireland 0.3 0.3 0.2 0.5 0.1 0.2
Portugal 0.1 0.2 0.1
Netherlands 0.1 0.1 0.3 0.3 0.1 0.8 -0.3 0.1 0.1
Belgium 0.2 0.2 0.1 0.1 04 0.3 0.2 0.5
Slovakia 0.1 0.1 -0.5 -0.2
Slovenia
Denmark -0.1 0.1 0.1
Norway
Sweden 0.2 0.2 0.1 0.3 0.1
Switzerland 0.1 0.1 0.2 4.0 24 26 0.2 0.9 0.6
United Kingdom 0.1 -0.1 -0.3 0.3 -0.4 -0.3 -0.2

Source: Citi Research
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Figure 23. Euro Area Countries — Economic Forecasts Compared, 2014-16F

GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP)

Date of Forecast 2014F 2015F 2016F 2014F 2015F 2016F 2014F 2015F 2016F
Euro Area - Citi Forecast 20-Aug-14 0.8 1.5 1.9 2.8 2.4 -1.9 97.2 97.4 96.7
OECD Economic Outlook 06-May-14 1.2 1.7 NA 2.5 -1.8 NA 96.0 95.2 NA
EU Commission Forecast 05-May-14 1.2 1.7 NA 2.5 -2.3 NA 96.0 95.4 NA
IMF WEO Forecast 08-Apr-14 1.1 1.5* 1.5 2.6 2.0 -14 95.6 94.5 92.6
ECB Forecast - mid-point 05-Jun-14 1 1.7 1.8 25 2.3 -1.9 934 92.6 91.1
Germany - Citi Forecast 20-Aug-14 1.6 2.0 23 0.1 0.2 0.0 71.2 72.8 69.8
OECD Economic Outlook 06-May-14 1.9 2.1 NA 0.2 0.2 NA 76.3 72.3 NA
EU Commission Forecast 05-May-14 1.8 2.0 NA 0.0 -0.1 NA 76.0 73.6 NA
IMF WEOQ Forecast 08-Apr-14 1.9* 1.7* 14 0.0 -0.1 0.2 74.6 67.0 70.8
France - Citi Forecast 20-Aug-14 0.4 0.9 1.7 -4.5 -4.3 -3.5 97.5 99.8 100.4
OECD Economic Outlook 06-May-14 0.9 15 NA -3.8 -3.1 NA 95.9 96.9 NA
EU Commission Forecast 05-May-14 1.0 15 NA -3.9 -34 NA 95.6 96.6 NA
IMF WEO Forecast 08-Apr-14 0.7 1.4* 1.7 -3.7 -3.0 2.1 95.8 96.1 95.3
Italy - Citi Forecast 20-Aug-14 0.1 0.8 1.1 2.9 2.8 2.1 137.8 139.3 139.2
OECD Economic Outlook 06-May-14 0.6 1.2 NA 2.7 21 NA 134.3 134.5 NA
EU Commission Forecast 05-May-14 0.6 1.2 1.2 -2.6 2.2 NA 135.2 133.9 NA
IMF WEO Forecast 08-Apr-14 0.3 1.1 1.3 2.7 -1.8 0.8 134.5 133.1 130.5
Spain - Citi Forecast 20-Aug-14 14 2.0 2.2 -5.6 -4.6 -3.6 98.7 100.8 101.2
OECD Economic Outlook 06-May-14 1.0 15 NA 5.5 -4.5 NA 98.3 101.4 NA
EU Commission Forecast 05-May-14 1.1 2.1 NA -5.6 -6.1 NA 100.2 103.8 NA
IMF WEO Forecast 08-Apr-14 1.2* 1.6* 11 5.9 -4.9 -3.9 98.8 102.0 103.7
Greece - Citi Forecast 20-Aug-14 0.1 1.5 1.4 2.2 2.2 -1.5 179.7 180.3 179.6
OECD Economic Outlook 06-May-14 0.3 1.9 NA 25 -14 NA 171.7 177.2 NA
EU Commission Forecast 05-May-14 0.6 2.9 NA -1.6 -1.0 NA 177.2 1724 NA
IMF WEOQ Forecast 08-Apr-14 0.6 29 37 2.7 -1.9 0.7 1747 171.3 162.5
Ireland - Citi Forecast 20-Aug-14 5.8 3.6 3.8 -1.9 0.6 1.7 114.6 109.1 103.4
OECD Economic Outlook 06-May-14 1.9 2.2 NA 4.7 -3.1 NA 121.9 1211 NA
EU Commission Forecast 05-May-14 1.7 3.0 NA -4.8 4.2 NA 121.0 120.4 NA
IMF WEO Forecast 08-Apr-14 1.7 25 25 -5.1 -3.0 2.4 123.7 122.7 119.6
Portugal - Citi Forecast 20-Aug-14 11 21 21 4.2 -31 2.4 136.1 133.5 1311
OECD Economic Outlook 06-May-14 1.1 14 NA -4.0 24 NA 130.8 131.8 NA
EU Commission Forecast 05-May-14 1.2 15 NA -4.0 -2.5 NA 126.7 124.8 NA
IMF WEO Forecast 08-Apr-14 1.2 1.5 1.7 -4.0 2.5 2.0 126.7 124.8 122.6
Netherlands - Citi Forecast 20-Aug-14 0.7 1.3 1.6 2.7 2.2 1.7 74.7 744 73.9
OECD Economic Outlook 06-May-14 1.0 1.3 NA 2.7 2.0 NA 74.7 74.9 NA
EU Commission Forecast 05-May-14 1.2 14 NA 2.8 -1.8 NA 73.8 734 NA
IMF WEO Forecast 08-Apr-14 0.8 1.6 1.7 -3.0 -2.0 1.7 75.0 744 741
Belgium - Citi Forecast 20-Aug-14 11 13 1.8 2.7 2.5 1.7 102.3 102.3 100.4
OECD Economic Outlook 06-May-14 1.5 1.9 NA 2.1 -1.2 NA 101.7 100.3 NA
EU Commission Forecast 05-May-14 14 1.6 NA 2.6 2.8 NA 101.7 101.5 NA
IMF WEOQ Forecast 08-Apr-14 1.2 1.2 1.3 25 -2.1 -15 99.8 99.6 98.6
Slovakia - Citi Forecast 20-Aug-14 23 2.7 32 -3.0 -2.6 2.2 56.3 55.7 55.0
OECD Economic Outlook 06-May-14 2.0 29 NA 2.7 2.6 NA 55.2 56.2 NA
EU Commission Forecast 05-May-14 2.2 341 NA 29 2.8 NA 56.3 57.8 NA
IMF WEO Forecast 08-Apr-14 2.3 3.0 35 -3.8 -3.8 -3.8 58.6 59.8 60.4
Slovenia - Citi Forecast 20-Aug-14 1.0 14 23 -4.0 -3.5 -3.3 81.3 82.7 83.1
OECD Economic Outlook 06-May-14 0.3 1.2 NA 4.1 2.6 NA 772 80.9 NA
EU Commission Forecast 05-May-14 0.8 14 NA 4.3 -3.1 NA 80.4 81.3 NA
IMF WEO Forecast 08-Apr-14 0.3 0.9 1.5 5.5 4.1 4.0 74.9 779 80.0

IMF WEO update, 24 July 2014. Note: Negative fiscal balances imply deficit. WEO World Economic Outlook. Sources: ECB, EU Commission, IMF, OECD and Citi Research
forecasts
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Figure 24. Euro Area Countries — Economic Forecasts Compared, 2014-16F

GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP)

Date of Forecast 2014F 2015F 2016F 2014F 2015F 2016F 2014F 2015F 2016F
Austria - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 15 21 2.8 -1.3 81.2 80.7
EU Commission Forecast 05-May-14 1.6 1.8 -2.8 -1.5 80.3 79.2
IMF WEO Forecast 08-Apr-14 1.7 1.7 1.6 -3.0 -1.5 -1.3 79.1 78.2 775
Cyprus - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 NA NA NA NA NA NA NA NA NA
EU Commission Forecast 05-May-14 -4.8 0.9 5.8 -6.1 122.2 126.4
IMF WEO Forecast 08-Apr-14 4.8 0.9 1.9 -5.2 -5.2 2.0 1215 125.8 122.5
Estonia - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 12 3.1 -0.2 -0.1 9.9 9.7
EU Commission Forecast 05-May-14 1.9 3.0 -0.5 -0.6 9.8 9.6
IMF WEO Forecast 08-Oct-13 24 32 35 -04 0.2 0.6 10.9 10.3 9.6
Finland - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 0.2 1.1 2.2 -0.9 59.9 60.7
EU Commission Forecast 05-May-14 0.2 1.0 -2.3 -1.3 59.9 61.2
IMF WEO Forecast 08-Apr-14 04 1.1 1.5 -2.6 -1.9 1.7 60.2 62.1 62.0
Latvia - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 NA NA NA NA NA NA NA NA NA
EC Commission Forecast 05-May-14 3.8 4.1 -1.0 -1 39.5 334
IMF WEO Forecast 08-Apr-14 3.8 44 4.2 -1.1 1.3 -1.6 32.7 29.3 31.3
Luxembourg - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 2.8 25 0.3 -0.9 244 26.3
EU Commission Forecast 05-May-14 2.6 2.7 -0.2 -1.4 234 255
IMF WEO Forecast 08-Apr-14 2.1 19 2.0 0.1 24 24 24.1 27.0 290.8
Malta - Citi Forecast NA NA NA NA NA NA NA NA NA
OECD Economic Outlook 06-May-14 NA NA NA NA NA NA NA NA NA
EU Commission Forecast 05-May-14 2.3 2.3 -2.5 -2.5 725 711
IMF WEO Forecast 08-Apr-14 1.8 1.8 1.7 -3.1 -3.3 2.9 72.5 72.6 72.6

Note: Negative fiscal balances imply deficit. WEO World Economic Outlook. Sources: EU Commission, IMF and OECD
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Figure 25. Selected European Countries — Economic Forecasts Compared, 2014-16F

GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP)

Date of Forecast 2014F 2015F 2016F 2014F 2015F 2016F 2014F 2015F 2016F
Denmark - Citi Forecast 20-Aug-14 14 1.7 2.0 1.3 2.7 1.7 449 46.3 46.5
OECD Economic Outlook 06-May-14 14 1.8 -1.5 -3.0 458 48.6
EU Commission Forecast 05-May-14 15 1.9 -1.2 -2.7 43.5 449
IMF WEO Forecast 08-Apr-14 15 1.7 1.7 -14 2.7 22 45.6 46.9 475
Norway - Citi Forecast 20-Aug-14 2.0 2.2 25 11.0 11.0 10.0 NA NA NA
OECD Economic Outlook 06-May-14 2.0 24 10.7 10.2 36.7 39.6
IMF WEO Forecast 05-May-14 1.8 1.9 2.0 11.2 9.9 8.9 29.5 29.5 29.5
Sweden - Citi Forecast 20-Aug-14 2.0 2.6 2.7 -1.9 -0.9 -0.3 40.0 39.4 37.8
OECD Economic Outlook 06-May-14 2.8 3.1 -15 -0.8 42,0 417
EU Commission Forecast 05-May-14 2.8 3.0 -1.8 -0.8 41.6 40.4
IMF WEO Forecast 08-Apr-14 2.8 2.6 25 -1.3 0.5 0.0 415 40.0 38.0
Switzerland - Citi Forecast 20-Aug-14 2.0 2.6 2.7 0.2 0.5 11 48.2 47.2 45.0
OECD Economic Outlook 06-May-14 2.0 2.5 0.1 0.3 459 453
IMF WEO Forecast 08-Apr-14 2.1 2.2 2.0 -0.2 0.4 0.7 48.1 473 454
UK - Citi Forecast 20-Aug-14 34 3.7 31 -5.6 -3.6 1.3 95.7 94.7 92.2
OECD Economic Outlook 06-May-14 3.2 2.7 5.3 -4.1 915 93.1
EU Commission Forecast 05-May-14 2.7 25 5.1 4.1 91.8 92.7
IMF WEO Forecast 08-Apr-14 3.2 2.7* 25 5.3 -4.1 2.9 915 92.7 92.5
OBR 19-Mar-14 2.7 2.3 2.3 5.5 -4.2 4.2 91.9 85.8 85.8

IMF WEO update, 24 July 2014. Note: Values for UK fiscal balance and debt exclude Royal Mail and APF transfers. Negative fiscal balances imply deficit. WEO World
Economic Outlook. Sources: EU Commission, IMF, OBR, OECD and Citi Research forecasts
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OTHER DISCLOSURES

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Sweden, Switzerland, United Kingdom, Spain, Russian
Federation, Ireland, Belgium, Italy, Slovakia. (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.
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Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) 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.

Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global
Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992),
participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW

2000. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL
238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship
managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private
Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and services to clients. The Product is
made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian
Central Bank, APIMEC - Associagdo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagdo Nacional dos Bancos
de Investimento. Av. Paulista, 1111 - 11° andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100,
Toronto, Ontario M5J 2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is
regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is distributed in Germany by Citigroup
Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, Reuterweg 16, 60323
Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is
issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia
Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its
clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank N.A. is regulated by
the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on or any matters
arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited, which is
regulated by Securities and Exchange Board of India. 1202, 12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra East, Mumbai - 400051 Corporate
Identity Number: U99999MH2000PTC126657 Tel:+9102261759999 Fax:+9102261759961. The Product is made available in Indonesia through PT
Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable
capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered
with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not
be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an
offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA, regulated by
the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made available in
Italy by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA. Via dei Mercanti, 12, Milan, 20121,

Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
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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
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation
or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (‘CGMSPL"), a capital markets services license holder, and regulated by Monetary
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A.,
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A.,
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). This report is distributed in Singapore by Citibank
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap.

289). Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its
registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South
Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers
in South Africa. The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road,
Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and
CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the
Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If
the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the
Product shall be considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to
purchase securities or financial products mentioned in the Product must take into account existing public information on such security or the financial
products or any registered prospectus. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the
Securities and Exchange Commission of Thailand. 399 Interchange 21 Building, 18th Floor, Sukhumvit Road, Klongtoey Nua, Wattana ,Bangkok 10110,
Thailand. The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets
Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial
Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on

request. Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties. The
Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised by the Prudential Regulation Authority (‘PRA”) and
regulated by the Financial Conduct Authority (‘FCA”) and the PRA. This material may relate to investments or services of a person outside of the UK or to
other matters which are not authorised by the PRA nor regulated by the FCA and the PRA and further details as to where this may be the case are available
upon request in respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United
States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich
Street, New York, NY 10013. Unless specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets
Limited, which is authorised by the PRA and regulated by the FCA and the PRA.

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

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

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

The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi's proprietary distribution
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is
discretionary and is done only after the research has been disseminated.

The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from
company reports and feeds from Thomson Reuters.

© 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication,
redistribution or disclosure of this report (the “Product’), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any
other MSCl intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm,
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST

for access to Citi's cross-asset research, commentary, data and analytics. CitiVELOCI TY)
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