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 Global Search For Yield: Buy Australian Banks 
 

 The Search Has Intensified — With interest rates in a number of countries now 
negative, the global search for yield has intensified. Australia has the highest 
dividend yield of the major global equity markets. The government has little debt, 
economic growth is solid and earnings are expected to recover. We are Overweight. 

 6% Dividend Yields — At 6%, the big four Australian banks' dividend yields are in 
the top decile globally. But global income investors, scarred by US and European 
banks, remain sceptical that they are sustainable.  

 Secure Funding, Strengthened Balance Sheets, Strong Sovereign — Australian 
banks have learnt from the mistakes of US and European banks. They have 
changed their funding sources, strengthened balance sheets and benefit from a 
strong sovereign. This should help underpin current high dividend payments and 
ensure dividend growth. 

 Global Reach — This report was written with the help of Craig Williams, Head of 
Australian Banks Research, Ronit Ghose, Head of European Banks Research and 
Tony Brennan, Head of Australian Equity Strategy. 

Figure 1. Australian Banks Feature Highly in the Global Search For Yield 
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The global search for yield has intensified with interest rates in a number of 
countries moving into negative territory. The Australian equity market stands out for 
income-hungry investors. It has the highest dividend yield of the major markets 
globally. The big four Australian Banks yield 6% and our analysts forecast dividends 
to grow. But global income investors, many of whom have been scarred by US and 
European banks, remain sceptical. In this week’s Global Equity Strategist, we test 
our Australian Banks analysts’ sanguine view. We enlist the help of our Head of 
European Banks Research, who has seen first hand, what can go wrong with high 
yielding banks. 

Craig Williams, Citi’s Australian banks analyst argues that his companies have 
learnt from the mistakes of US and European banks over the last five years. 
Funding sources have been changed from short-term to long-term. Balance sheets 
have been strengthened further. Also the banks and the Australian economy benefit 
from a strong sovereign. All these factors make him think that the top decile 
dividend yields for the big four banks are sustainable. Global income investors 
looking to capture some of the highest dividend yields in the world should be 
considering these stocks, in our view. 

Australia Trades on +5% Dividend Yield 

Australia looks an attractive equity market to us. GDP continues to grow at trend 
levels and the economy is not unduly hampered by the deleveraging occurring in 
Europe or the US. Much of the economic growth has been driven by large 
investments in natural resources which should continue at a rapid rate for a few 
more years. Government debt is modest and corporate leverage is low. Household 
leverage, is considerable but is coming down without heavily constraining spending. 
Interest rate cuts by the central bank have been effective in supporting domestic 
demand and should help sustain corporate profits.  

Indeed, Tony Brennan, Citi’s Australian Equity Strategist believes corporate 
earnings will recover moderately as we go into the second half of 2012 and 2013. 
With almost a third of earnings coming from the commodity sector, the recovery will 
depend on the global economy, and China in particular. Despite these positives, 
Australian equities still look attractively priced. The dividend yield of more than 5% 
is highest of the major global equity markets. These are all reasons why we recently 
upgraded Australian equities to Overweight in our global allocation. 

With short rates in a number of economies moving into negative territory, we believe 
the global search for yield has recently intensified. High Australian dividend yields 
have caught the attention of global investors, with some of the highest yielding 
sectors in Australia like the Telecoms, Utilities and REITs having performed strongly. 
However, the high yield also reflects suspicions about the sustainability of Australian 
dividends, especially when we consider that other markets which have a 5% yield 
include Spain and Portugal. So one of Australia’s attractions (its high dividend yield) 
also reflects a risk (dividends may be cut). Much of this concern is focused on the 
Australian banks which have underperformed other “high-yielders”. 

The big four banks in Australia – ANZ, Commonwealth, NAB and Westpac – 
currently pay dividends ranging from US$4bn to US$5.4bn per year, which puts 
them in the top 50 dividend payers of all listed stocks globally and top 10 in global 
Financials. The average yield for these banks is 6.4%. That initially looks attractive 
in an income-hungry world. But recent history suggests that investors should be 
wary when banks trade on high dividend yields. From 2007 to mid-2011, 92 US and 
European banks saw their dividend yields rise to above 6%. Of these 79% cut their 

Global Search For Yield: Buy Aussie Banks 
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dividends within 12 months. On average dividends were cut by 58%. 19 of these 
banks cut their dividends to zero within 1 year and 38 within 2 years. The total 
return for these banks was -16% (-6.3% rel) 12 months after the 6% dividend yield 
threshold was first breached. High dividend yields were a sell, not a buy signal. 

Figure 2. Avg DPS Change 12mth After 6% DY  Figure 3. Total Return 12 Mth After 6% DY 
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The recent US and European experience could warn global investors to resist the 
temptation of a high dividend yield amongst Australian banks. But outside of the US 
and European experience over the last few years, owning banks with high dividend 
yields has not been so painful. If we take a sample set which includes all developed 
market banks beginning in 2000, buying banks once they cross the 6% div yield 
threshold has provided a total return of 6.2% (8.6% rel) in 12 months. So a broader 
dataset suggests that a high dividend yield may in fact be a reason to be bullish, not 
bearish, on the Australian banks. 

Dividend Dynamos vs Dividend Traps 

So are Australian banks Dividend Dynamos or Dividend Traps? Head of Citi’s 
Australian Banks Research team, Craig Williams, thinks they’re Dynamos. He 
believes their dividends are sustainable and expects DPS to rise, not fall. But many 
global investors are wary, and for good reason. For US and European banks, a high 
dividend yield for the banks has been a better sell than buy signal over the last five 
years. To help us test Craig William’s sanguine view on the Australian banks we 
recently chaired a conference call between him and Ronit Ghose, who is Head of 
European Banks Research and has seen first hand, during the global Financial 
Crisis, what can go wrong with high yielding banks. Tony Brennan, Citi’ Australian 
Equity Strategist, also joined the discussion. Below is a summary of the call 
between Craig, Ronit, Tony and the Global Equity Strategy Team. 

Housing 

Ronit, what were the major reasons why investors lost so much money 
owning banks in the US and Europe over the last five years? 

Ronit: One of the main reasons was housing. Bank investors in the US and Europe 
underestimated the severity of house price declines and the secondary effects of 
falling house prices in 2007-08. In the US, investors had not seen house price 
declines on a national scale so were not prepared when it did happen. 

Were there any secondary effects associated with falling house prices?  

Ronit: Many investment banks at the time were effectively housing market plays. 
Their asset inventory wasn’t disclosed, wasn’t valued correctly and so wasn’t 

Global conference call 
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understood by investors. Not only did commercial bank balance sheets get hit by 
house price declines, so did the investment banks. Another secondary effect was 
the drying up of wholesale funding markets.  

Craig, what is happening in Australian housing and what is the outlook? 

Craig: Australian house prices have held up better than in other countries which is 
foremost a function of remarkably stable unemployment rates. This has protected 
bank mortgage books. From here our economists believe house prices and housing 
activity in Australia should remain stable. They note that variable/flexible mortgage 
rates have fallen by 100 basis points since late last year and the household debt 
service ratio is the lowest since the middle of the last decade. 

If house prices do fall, what will be the secondary effects in Australia? 

Craig: I foresee minimal risks from losses on mortgage related securities holdings. 
Australian banks have simple balance sheets compared to elsewhere. Their assets 
are predominately loans (c80%) and the majority of these loans are mortgages, so 
the risks are more likely to be direct. Remember, during the UK housing market 
collapse, mortgage losses only peaked at 10-15 basis points despite a double-dip 
recession. These kinds of mortgage losses are easily manageable for the Australian 
Banks. Average Loan to Value now is about 50% because of more conservative 
origination standards, so there is considerable equity buffer. There is an additional 
“conservation buffer” applied by regulators. I think the bigger risk to investors 
involves the banks’ corporate lending portfolios. But you need to consider here that 
corporate gearing ratios in Australia are at 20 or 30-year lows. 

Sovereign Strength 

Many investors thought the European sovereigns were in a strong position before 
the financial crisis, but this quickly changed. What they could have missed was not 
government debt, but total economy debt, which was quite high for Ireland, Spain 
and the UK. At least in Australia now total economy debt is not as high (Figure 4). 

Figure 4. Australian Total Economy Debt to GDP Has Hardly Changed Over the Last 5 Years (%) 
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Tony, if the Australian Banks do need help from the sovereign, how much 
capacity is there for the government to step in? 

Tony: The federal government largely ran budget surpluses for the decade leading 
into the global financial crisis, so even with the stimulus provided in 2008/09, the 
federal government net debt remains less than 10% of GDP. And the unwinding of 
the earlier stimulus is projected to return the budget to a small surplus again in the 
current financial year. So the government has significant capacity to help if required. 
But as Craig said, the Australian banks could manage the sort of mortgage losses 
seen in countries like the UK. Where the government’s fiscal capacity could be more 
relevant might be in helping to counter the impact on the economy and employment 
were another global shock to occur. 

Ronit, what was the experience in the US and Europe when the sovereign 
stepped in to stabilise the banks. 

Ronit: We learnt that a strong sovereign can bail out the bank depositors and debt 
holders if required, but where does that leave the shareholder? Will he/she get 
diluted as the financial system is saved? This is the main way shareholders have 
lost money in the US, UK and Ireland, less so Continental European banks. This 
may be a good reason to own the Australian Bank bonds, but it would be interesting 
to see if an AAA sovereign actually helps equity investors in the future. 

Will the Australian sovereign really care about the shareholder when the 
financial system is at risk? 

Craig: I think that Australian regulators have done a good job of mitigating against 
financial system risk. Much of the risk to shareholders depends on the size of the 
downturn in the Australian economy and housing in particular. While serious 
impairment in Aussie mortgage assets will likely lead to dilution, we consider this as 
low risk at this stage. Where our AAA sovereign certainly helps is via providing 
access to funding and limiting liquidity risk.  

Leverage and funding 

Ronit, why else did equity investors get it so wrong with the US/European 
Banks? 

Ronit: Investors concentrated on the wrong leverage ratios during the financial 
crisis. Bank management and investors were trained to look at certain types of 
balance sheet measures from the 1980s onwards. Other than a rare few, US-based 
investors, there was hardly any discussion of leverage ratios or un-adjusted capital 
ratios. Anyone who used these was considered neanderthal. 

But the cave-man was eventually proven right. 

That’s correct. What we realised during the financial crisis is that these capital 
measures were constructed differently between banks and between countries. In 
the US, the investment banks like Bear Stearns and Lehman Brothers began to 
transform the asset side of their balance sheets into less liquid assets. This 
increased the mis-match between funding and assets for these institutions. In 
Europe, the banks expanded substantially outside their home market and this was 
typically funded externally, usually with dollar funding. This became an Achilles heel 
for many banks. My concern for Australian banks is that this external funding may 
disappear just as quickly.  

 

The Australian sovereign has plenty of 
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Craig, are you worried about funding? 

Funding remains an issue for Australian Banks but this is changing. Loan to deposit 
ratios are high at 140% but are coming down (they were 170%). The amount of 
funding the banks are doing in wholesale markets has come down accordingly. 
Banks are also helped by the AA-band credit rating, but this could change if credit 
quality worsens. The sovereign in Australia is in a position to help, more so than 
sovereigns in Europe or the US were in say 2007-08. This should help ensure 
funding for the banks. The Australian government guaranteed bank debt during the 
financial crisis. Unlike elsewhere, the capacity to do this again has not diminished. 

How much of the Aussie Bank funding is done off-shore? 

Craig: About 15% of funding comes from offshore. This is mostly term funding with 
an average duration of 3-4 years. Little comes from say US short-term money 
market funds. This is something Australian banks have learnt to avoid from the 
painful experience of European banks. There is still a mismatch between duration 
and assets but not as much as before. 

Figure 5. Less reliant on international mks  Figure 6. Less Reliant on ST Funding 
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How about for the rest of the economy, how much funding is done offshore? 

Craig: For the entire Australian economy, the external debt to GDP ratio is amongst 
the lowest in the world at close to 100% according to the IMF. The only advanced 
economies where this is lower is in Japan (c60%) and Canada (c80%). All this 
means Australian debt funding is less vulnerable to international capital flight. 

Ronit, is this enough to swing a sceptical bank equity investor? 

Ronit: It would probably help, but the reliance on US dollar funding by the 
wholesale banks in Europe, like the French banks, were single digit percentages of 
the balance sheet. These small amounts of funding seemed to trigger chain 
reactions across financial markets. Over the longer term the French banks adapted 
to less availability of US dollar funding. But it is the quick unravelling of funding 
markets and the contagion to other parts of the business that was the bigger 
concern. While the Australian banks are not as reliant on overseas funding markets, 
I wonder if there is any source of short duration domestic funding, if pulled, that will 
trigger some kind of panic? 

So how much exposure is there to all short-term funding markets Craig? 

Craig: That percentage is coming down. The Australian banks have had an 
opportunity to learn from what went wrong in Europe and the US and transformed 
their balance sheet and funding structures accordingly. Now 23% of Australian bank 
funding is from short-term sources and around two thirds of that is domestically 

Funding sources being changed 
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sourced. There is a circularity of bank bill holdings amongst the four major banks. 
To meet liquidity requirements banks need to hold a certain amount of short-term 
instruments and given the federal government has little outstanding debt, this has 
been met by owning the short-term debt of the banks. This insularity proved a 
source of stability for the bank sector in the worst days of the crisis. 

Ronit, has there been much progress in transforming the funding sources and 
balance sheets of the US/European banks? How have investors reacted? 

Ronit: There has clearly been some. But a major issue is that for emotional reasons 
many investors don’t want to touch banks at all. While the Australian banks benefit 
from stronger balance sheets, they still remain highly leveraged when compared to 
non-financial companies. Standard Chartered has shown us that you can own a top 
quality bank with strong growth prospects and a sound balance sheet but still 
remain vulnerable to shocks. Perhaps a risk for Australian banks, which are 
considered relative safe havens in the global banks universe, is that investors may 
quickly flee if a shock strikes. Often the shock interferes with funding. 

Craig, you may have the safest banks in the world, but they are still banks. 

Craig: Agreed. These remain leveraged institutions and there is a certain degree of 
opacity with any bank balance sheet. But we think Australian banks are doing plenty 
to help control the risks. Ultimately liquidity or funding risk is borne out of the quality 
of the assets on the balance sheets. For Australian banks, that means there needs 
to be a shock to the housing market. The other obvious perceived concern is a 
sharp drop in commodity prices.  

Commodity Exposure 

A common perception is that the Australian economy and the banks in 
particular are leveraged plays on commodity prices. How exposed is the 
economy to commodities Tony? 

Tony: The mining sector’s output accounts for a reasonable proportion of Australia’s 
GDP, 7-8%. But also incorporating the construction work associated with the 
sector’s capital spending, and the combined amount is estimated to be around 15% 
of GDP at present. So it’s quite significant. With the slowdown in global growth and 
China in particular in the past year, and the fall in commodity prices, some of the 
mining companies have been reviewing capital spending plans. But the actual work 
on projects already underway is large, in LNG especially, and this work can be 
expected to continue to complete the projects, given the work that’s already been 
done. The projects have been undertaken on expectations about long-term prices, 
and aren’t likely to be as impacted by short-term price moves. 

When will mining capex peak out and what will Australian GDP growth be 
afterwards? 

Tony: Our economists are forecasting capex to peak out in 2015 after which they’re 
expecting a steady decline. They acknowledge that capex could fall away more 
sharply if the global outlook deteriorates further, though Australia would have decent 
capacity to ease monetary and fiscal policy to respond. The exchange rate could 
also be expected to adjust. But as things stand, when capex peaks they’re expecting 
the production phase of the projects to fully kick in and exports to take up the slack, 
contributing to GDP almost as much as the decline in investment detracts. So if all 
this goes smoothly the impact on GDP should not be great. Also, the decline in 
resource capex should allow for more growth again in the rest of the economy, 

Mining capex to peak out in 2015 
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which has been subdued in recent years to accommodate the resource expansion. 
Overall, our economists believe growth in Australia can remain at about 3-3½%. 

Craig, how exposed are the banks to mining? 

Craig: The direct lending exposure to the commodity sector remains low at 2-3% of 
balance sheet. The banks have not really lent much to mining companies. Of course 
there remains indirect exposure to say West Australian or Queensland real estate 
where much of the commodity production takes place, but this too is not significant. 
For example, there has already been a 30% decline in Gold Coast apartment prices 
and this has not had a material impact on balance sheets of the major banks. 

Credit Market Fears 

A dividend strategy that has been successful in Europe and globally is our 
European Strategy team’s CDS Adjusted Dividends approach. This strategy 
buys high dividend yield stocks but only if they have low CDS. While the 
Aussie Banks have amongst the lowest CDS of all banks globally, this is still 
at a level that might be consistent with a dividend cut. What can the Aussie 
banks do to help convince the credit and equity investors they are worthy 
investments? 

Craig: Investors need to tread with caution here given the illiquidity of the Australian 
Bank CDS market. Perhaps the best they can do is to remain transparent in 
disclosing what is on the balance sheet. Their relatively simple balance sheets help. 
Also, there is no single component of the balance sheet which is generating 
unsustainable returns the same way sub-prime assets were for the US and 
European Banks in 2006-07. In hindsight we know these high returns were reasons 
to be cautious. 

Figure 7. Aussie Banks Have Amongst the Lowest CDS of all Developed Market Banks 
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Is there anything else the international investor may be missing when looking 
at Australian banks? 

Craig: What many investors could be under-estimating is how much Australian 
banks have transformed themselves over the last five years. They are stronger than 
US or European banks were in 2007-08. A relatively moderate economic downturn 
following the global financial crisis has allowed them to learn from the mistakes of 
their northern hemisphere peers. They have changed their funding sources and 
strengthened their balance sheets. While Australian banks had a good global 
financial crisis, it has not stopped their management from securing their institutions 
further. The stocks provide a 6% dividend yield and while investors fear dividend 
cuts, we forecast healthy DPS growth. So on our estimates they will be yielding 7-
8% in 2014. 

Tony: You can say the same for the rest of the economy. Australian households 
have started to de-leverage over the last few years. Similarly, debt levels for non-
financial companies have come down (vs GDP) as has debt for financials. This 
means that the economy is better placed to withstand a shock if one happens. That 
should be good news for the banks. 

Figure 8. Australian Total Economy Debt Peaked in 2009 and Has Since Drifted Lower 
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Ronit, Craig and Tony. Thank you for your thoughts. 

Australian Banks in a Global Context 

So Australian banks appear to be in better shape than they were before the financial 
crisis. They also seem to be in better shape than many US/European banks were 
back then. Indeed, they have learnt many lessons from the disastrous outcomes 
over the last five years. The Australian economy has begun its de-leveraging and 
the government is well placed to help the banks if needed. Continued GDP growth 
in Australia should help ensure dividend growth.  

Total economy leverage remains low 
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How do the Australian banks stack up against other potential sources of income? 
Australian banks are in the top decile of dividend yielders globally. Other companies 
here include the Spanish Banks, European Telecoms and Utilities. Some of which 
have put through dividend cuts recently. As we show in Figure 9 the dividend yields 
are clearly higher than fixed income securities and higher than even high yield 
equity indices like the MSCI World High Yield Index. In our opinion the Australian 
Banks should feature in a global income portfolio. 

Figure 9. Australian Banks Feature Highly in the Global Search For Yield 
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Figure 10. Current Prices & Ratings For Stocks Mentioned In This Report* 

RIC Stock Price Rating  Country 
ANZ.AX ANZ Banking Grp 23.76 1 Australia 
SAN.MC Banco Santander 5.39 2H Spain 
BAC.N Bank of America 7.83 2 United States 
BARC.L Barclays 1.86318 1 United Kingdom 
BBVA.MC BBVA 5.72 2H Spain 
BNPP.PA BNP Paribas 33.81 1 France 
CBA.AX Commonwealth Bank 55.54 1 Australia 
CSGN.VX Credit Suisse 17.05 1 Switzerland 
DANSKE.CO Danske Bank 101 2 Denmark 
DBKGn.DE Deutsche Bank 25.08 2 Germany 
DNB.OL DnB 66.3 1 Norway 
GS.N Goldman Sachs 105.18 1 United States 
HSBA.L HSBC 5.676045 1 United Kingdom 
JPM.N JP Morgan Chase 37.47 1 United States 
LLOY.L Lloyds Banking Grp 0.318357 1 United Kingdom 
MS.N Morgan Stanley 14.73 2 United States 
NAB.AX NAB 24.7 2 Australia 
8604.T Nomura 273 1 Japan 
NDA1V.HE Nordea 7.8 2 Sweden 
SHBa.ST SHB 241.2 2 Sweden 
8316.T SMFG 2466 1 Japan 
SOGN.PA Societe Generale 20.26 1 France 
STAN.L Standard Chartered 13.535741 1 United Kingdom 
SWEDa.ST Swedbank 120.7 2 Sweden 
UBSN.VX UBS 10.49 1 Switzerland 
CRDI.MI UniCredit 2.976 1H Italy 
USB.N US Bancorp 33.22 2 United States 
WFC.N Wells Fargo 33.98 2 United States 
WBC.AX Westpac 23.66 2 Australia  
Source: Citi Research, *Prices sourced from DataCentral as of 14 August 2012 
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Appendix A-1 
Analyst Certification 

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

IMPORTANT DISCLOSURES 

Interbank Offered Rates-Related Litigation and Other Matters: Government agencies in the U.S.,including the Department of Justice,the Commodity Futures 
Trading Commission and the Securities and Exchange Commission,as well as agencies in other jurisdictions,including the European Commission,the U.K. 
Financial Services Authority,the Japanese Financial Services Agency (JFSA) and the Canadian Competition Bureau,are conducting investigations or making 
inquiries regarding submissions made by panel banks to bodies that publish various interbank offered rates. As members of a number of such 
panels,Citigroup subsidiaries have received requests for information and documents. Citigroup is cooperating with the investigations and inquiries and is 
responding to the requests. Consequently Citi Research is not commenting on the quantum or likelihood of any potential LIBOR related claims or 
settlements. 

Citigroup Global Markets Limited is currently mandated as advisor to Lloyds Banking Group Plc in relation to the announced disposal of the Groups UK bank 
branches. 

Morgan Stanley may be deemed to control Morgan Stanley Smith Barney LLC due to ownership,board membership,or other relationships. Morgan Stanley 
Smith Barney LLC may participate in,or otherwise have a financial interest in,the primary or secondary distribution of securities issued by Morgan Stanley or 
an affiliate of Morgan Stanley that is controlled by or under common control with Morgan Stanley Smith Barney LLC. An officer of Citi serves on the board of 
Morgan Stanley Smith Barney Holdings LLC,subsidiary of Morgan Stanley. 

Craig Williams, Analyst, holds a long position in the securities of Australia and New Zealand Banking Group Ltd. 

Henrik Christiansson, Analyst, holds a long position in the securities of Deutsche Bank. 

Tony Brennan, Strategist, holds a long position in the securities of Deutsche Bank. 

A member of the household of Keith Horowitz, CFA, Analyst, holds a long position in the securities of JP Morgan Chase & Co. 

Tony Brennan, Strategist, received compensation from Deutsche Bank in the past 12 months. 

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Bank of America Corp, Banco Bilbao 
Vizcaya Argentaria SA, Deutsche Bank, Goldman Sachs Group, Inc., JP Morgan Chase & Co, Morgan Stanley, Standard Chartered PLC. This position 
reflects information available as of the prior business day. 

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 Sumitomo Mitsui 
Financial Group, Australia and New Zealand Banking Group Ltd, Barclays PLC, Banco Bilbao Vizcaya Argentaria SA, Commonwealth Bank of Australia, 
UniCredit Group, Credit Suisse, Danske Bank A/S, DNB ASA, Goldman Sachs Group, Inc., HSBC Holdings PLC, Lloyds Banking Group PLC, Morgan 
Stanley, National Australia Bank Ltd, Nordea, Banco Santander, Svenska Handelsbanken AB, Swedbank AB, UBS, Westpac Banking Corp, Wells Fargo & 
Co. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Sumitomo 
Mitsui Financial Group, Nomura Holdings, Australia and New Zealand Banking Group Ltd, Bank of America Corp, Barclays PLC, Banco Bilbao Vizcaya 
Argentaria SA, BNP Paribas SA, Commonwealth Bank of Australia, UniCredit Group, Credit Suisse, Danske Bank A/S, Deutsche Bank, DNB ASA, Goldman 
Sachs Group, Inc., HSBC Holdings PLC, JP Morgan Chase & Co, Lloyds Banking Group PLC, Morgan Stanley, National Australia Bank Ltd, Nordea, Banco 
Santander, Svenska Handelsbanken AB, Societe Generale, Standard Chartered PLC, Swedbank AB, UBS, US Bancorp, Westpac Banking Corp, Wells 
Fargo & Co. 

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 Australia and New Zealand Banking Group Ltd, Banco Bilbao Vizcaya Argentaria SA, Commonwealth Bank of Australia, Deutsche Bank, 
Goldman Sachs Group, Inc., Lloyds Banking Group PLC, Banco Santander, UBS. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Sumitomo Mitsui 
Financial Group, Nomura Holdings, Australia and New Zealand Banking Group Ltd, Bank of America Corp, Barclays PLC, Banco Bilbao Vizcaya Argentaria 
SA, BNP Paribas SA, Commonwealth Bank of Australia, UniCredit Group, Credit Suisse, Danske Bank A/S, Deutsche Bank, DNB ASA, Goldman Sachs 
Group, Inc., HSBC Holdings PLC, JP Morgan Chase & Co, Lloyds Banking Group PLC, Morgan Stanley, National Australia Bank Ltd, Nordea, Banco 
Santander, Svenska Handelsbanken AB, Societe Generale, Standard Chartered PLC, Swedbank AB, UBS, US Bancorp, Westpac Banking Corp, Wells 
Fargo & Co 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): Australia and New Zealand 
Banking Group Ltd, Commonwealth Bank of Australia, HSBC Holdings PLC, Sumitomo Mitsui Financial Group, Nomura Holdings, Bank of America Corp, 
Barclays PLC, Banco Bilbao Vizcaya Argentaria SA, BNP Paribas SA, UniCredit Group, Credit Suisse, Danske Bank A/S, Deutsche Bank, DNB ASA, 
Goldman Sachs Group, Inc., JP Morgan Chase & Co, Lloyds Banking Group PLC, Morgan Stanley, National Australia Bank Ltd, Nordea, Banco Santander, 
Svenska Handelsbanken AB, Societe Generale, Standard Chartered PLC, Swedbank AB, UBS, US Bancorp, Westpac Banking Corp, Wells Fargo & Co. 
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Sumitomo Mitsui Financial Group, Nomura Holdings, Australia and New Zealand Banking Group Ltd, Bank of America Corp, 
Barclays PLC, Banco Bilbao Vizcaya Argentaria SA, BNP Paribas SA, Commonwealth Bank of Australia, UniCredit Group, Credit Suisse, Danske Bank A/S, 
Deutsche Bank, DNB ASA, Goldman Sachs Group, Inc., HSBC Holdings PLC, JP Morgan Chase & Co, Lloyds Banking Group PLC, Morgan Stanley, 
National Australia Bank Ltd, Nordea, Banco Santander, Svenska Handelsbanken AB, Societe Generale, Standard Chartered PLC, Swedbank AB, UBS, US 
Bancorp, Westpac Banking Corp, Wells Fargo & Co. 

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: Sumitomo Mitsui Financial Group, Nomura Holdings, Australia and New Zealand Banking Group Ltd, Bank of America Corp, 
Barclays PLC, Banco Bilbao Vizcaya Argentaria SA, BNP Paribas SA, Commonwealth Bank of Australia, UniCredit Group, Credit Suisse, Danske Bank A/S, 
Deutsche Bank, DNB ASA, Goldman Sachs Group, Inc., HSBC Holdings PLC, JP Morgan Chase & Co, Lloyds Banking Group PLC, Morgan Stanley, 
National Australia Bank Ltd, Nordea, Banco Santander, Svenska Handelsbanken AB, Societe Generale, Standard Chartered PLC, Swedbank AB, UBS, US 
Bancorp, Westpac Banking Corp, Wells Fargo & Co. 

Citigroup Global Markets Inc. or an affiliate received compensation in the past 12 months from Australia and New Zealand Banking Group Ltd, 
Commonwealth Bank of Australia. 

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 Australia and New Zealand Banking Group Ltd, Barclays PLC, Banco Bilbao Vizcaya 
Argentaria SA, BNP Paribas SA, Danske Bank A/S, HSBC Holdings PLC, Banco Santander, Societe Generale, Swedbank AB. 

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 30 Jun 2012 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 53% 37% 10% 10% 80% 10%

% of companies in each rating category that are investment banking clients 44% 43% 40% 48% 43% 45%
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. 

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 
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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 Robert Buckland; Mert C Genc; Hasan S Tevfik, CFA; Jonathan Stubbs; Adrian Cattley; 
Andrew Howell, CFA; Kinner Lakhani; Ronit Ghose; Henrik Christiansson; Andrew Coombs; 
Azzurra Guelfi 

Citigroup Global Markets Inc Tobias M Levkovich; Scott T Chronert; Geoffrey Dennis; Jason Press; Keith Horowitz, CFA 
Citigroup Global Markets Japan Inc. Kenji Abe, PhD; Hironari Nozaki, CFA; Makoto Kasai 
Citigroup Global Markets Asia Markus Rosgen 
Citicorp Pty Ltd Tony Brennan; Craig Williams 

OTHER DISCLOSURES 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Sumitomo Mitsui Financial Group, Nomura Holdings, 
Australia and New Zealand Banking Group Ltd, Bank of America Corp, Barclays PLC, Banco Bilbao Vizcaya Argentaria SA, BNP Paribas SA, 
Commonwealth Bank of Australia, Credit Suisse, Danske Bank A/S, Deutsche Bank, HSBC Holdings PLC, JP Morgan Chase & Co, Lloyds Banking Group 
PLC, Morgan Stanley, National Australia Bank Ltd, Nordea, Societe Generale, UBS, Westpac Banking Corp, Wells Fargo & Co. (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.) 

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Bank of America Corp, Banco Bilbao 
Vizcaya Argentaria SA, Goldman Sachs Group, Inc., Standard Chartered PLC. 

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. 

Citigroup Global Markets Inc. or its affiliates acts as a corporate broker to Lloyds Banking Group PLC. 

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. 
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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 - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São 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, 8ème, 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, Jl. 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, 
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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 
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 



Global Equity Strategist 
14 August 2012 Citi Research
 

 19 

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 Republic of China. The Product is for informational purposes only and is not intended as an 
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the 
Product must take into account existing public information on such security or the financial products or any registered prospectus.  The Product is made 
available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 
29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is regulated 
by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the 
"Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center 
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should 
not be relied upon or distributed to Retail Clients. A distribution of the different 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 and 
regulated by Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other matters which are not 
regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada 
Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA 
and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU 
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other 
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on 
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution. 



Global Equity Strategist 
14 August 2012 Citi Research
 

 20 

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 Reuters and Datastream. 

© 2012 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 MSCI 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 

 


	Australia Trades on +5% Dividend Yield
	Dividend Dynamos vs Dividend Traps
	Housing
	Sovereign Strength
	Leverage and funding
	Commodity Exposure
	Credit Market Fears

	Australian Banks in a Global Context

