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It's All About Earnings

Earnings Matter — Over the long term, earnings matter for the direction of the
stock market. The great re-rating of the last two and a half years means that we
now need to see progress on earnings for share prices to rise further, in our view.

Downgrade Concerns — After almost 100 consecutive weeks of net downgrades,
we’re still expecting more. We believe consensus bottom-up analysts’ forecasts of
10.4% global EPS growth for 2014 still look a bit high. Our top-down forecast is 9%.

Regional and Sector Differences — Flattish global earnings over the last two
years hides regional differences. The US and Japan led the way up, while Europe
(especially the UK) has been weakest. EM has recently shown signs of stabilization.
Within sectors, cyclicals led the way over defensives.

The Weakest Link — The only regions which are still disappointing on earnings
delivery are Continental Europe and the UK. However, a pick-up in economic
activity and signs that companies are addressing some earnings drags make a
decent case for future improvements.

What Next? — Investors looking for a combination of positive earnings momentum
and cheap valuations should consider EM, Japan, Financials and Materials. Stocks
which rank best include BNP, SocGen, Honda, Hitachi, Hon Hai, Oracle.

Figure 1. Global Stock Price vs. 12m Forward EPS
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The historical relationship between
earnings and prices has been strong

In 2014 we expect global earnings to
grow by 9% and prices by 10%, implying
no further re-rating
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It's All About Earnings

We’re increasingly being asked by investors about the sustainability of earnings.
The great re-rating over the last two and a half years means that for global share
prices to rise further, we need progress on the earnings front. In 2014, we expect
global earnings to grow by 9% and prices by 10% implying no further re-rating.
Current concerns are focused on the UK and Continental Europe, where earnings
momentum has been negative. Earnings momentum in Japan and the US looks
robust, while in EM it has recently stabilized. Within sectors, cyclicals lead the way
over defensives. Investors looking for a combination of positive earnings momentum
and cheap valuations should consider EM, Japan, Financials and Materials.

Earnings Matter

Over the long term, earnings matter for the direction of the stock market. Earnings
can be measured in different ways including trailing, 12m forward bottom-up from
stock analysts or strategists’ top-down forecasts. In this report, we focus on 12m
Forward EPS measured by consensus bottom-up analyst expectations. We
aggregate this for different markets and sectors around the world. The historical
relationship between earnings and prices has been strong (Figure 2). However, over
the last two and a half years, equity prices have risen sharply, while earnings have
lagged. Global equities have rallied 47% since September 2011. It's been mostly a
re-rating driven rally (44% rerating based on 12m forward PE). Forward earnings
have only shown recent signs of recovery, up 4% since end 2012.

Figure 2. Global Stock Price vs. 12m Forward EPS
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After the great re-rating, we now need to see more progress on the earnings front.
This year we do expect global earnings to grow by 9% (top-down forecast
aggregated from Citi’s regional strategists) and prices by 10%. This implies future
equities gains almost entirely driven by EPS gains, as opposed to the recent past
which has been mostly about PE gains.
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After almost 100 weeks of continuous net
downgrades, we’re still expecting more,
but their impact should be muted

Japan is a standout among the major
regions: we expect earnings upgrades

Flattish earnings momentum globally
hides regional differences
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Downgrade Concerns

Concerns about this earnings delivery are understandable given analyst
downgrades over the last two years. After almost 100 weeks of continuous net
downgrades, we're still expecting more. We believe consensus bottom-up analysts’
forecasts of 10.4% global EPS growth for 2014 still look a bit high. Our top-down
forecast is 9%. At least this is the narrowest gap between our top down and
analysts’ bottom-up expectations over the last few years. Also, recent history shows
that downgrades are not necessarily bad news for the equity markets (Figure 3).
Global EPS growth expectations were revised down by almost 10ppt for 2012 (from
11% to 2%), but the equity benchmark still rose by 13%. In 2013, downgrades have
reduced global EPS growth by 5ppt (from 12% to 7%), but the market was up 23%.
We expect a muted impact of downgrades this year.

Downgrades are not the norm across all the regions. Japan is a standout. Kenji
Abe, our Japanese strategist, expects upgrades (Figure 4). He thinks analysts have
not fully reflected the impact of a corporate tax rate cut from next fiscal year and
further depreciation of the yen in their numbers. For EM, Markus Rosgen highlights
that 2014 earnings forecasts are more realistic than usual which suggests earnings
downgrades should be muted in EM.

Figure 3. Consensus Global EPS Growth Figure 4. Top Down EPS Growth 2014e
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Regional Differences

Flattish global forward earnings hide regional differences. Since the recovery of
global forward earnings at the end of 2012, two consistent leaders, the US and
Japan, have emerged. After an initial downward trend, Japanese earnings have
turned, surging almost 40%. US earnings have also improved, up 14% since the
start of the rally. At the same time 12m forward earnings for Emerging Markets and
Europe have drifted down. EM EPS are still 3% below September 2011 levels, while
continental Europe is 7% below and the UK 16% below (Figure 5).
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Figure 5. Regional 12M Forward EPS
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Recent Trends — Signs of Delivery
Japan and the US continue to deliver We also look at recent earnings trends to see which parts of the world show clearer
strong earnings momentum while Europe signs of earnings delivery. Figure 6 ranks major regions by earnings momentum
(especially the UK) has been lagging (measured by 6-month change in 12m forward EPS). Japan and the US continue to

deliver strong momentum while Europe (especially the UK) has been lagging.
Emerging Markets’ earnings momentum has been surprisingly resilient despite the
ongoing macro concerns.

Stronger earnings momentum from Amongst global sectors, we see stronger earnings momentum from cyclicals while
defensives seem to be lagging (Figure 7). Consumer Discretionary (especially
Autos), IT and Financials have the strongest earnings momentum at the moment. At
the other end of the scale, Energy, Telecoms and Consumer Staples rank poorly.

cyclicals

Figure 6. Regions Earnings Momentum* Figure 7. Sectors Earnings Momentum*
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To check whether there has been any change in the trends, we also show forward
earnings momentum as of 6 months ago. Figure 6 shows that global 12m forward
EPS is still rising but at a slower pace than 6 months ago. The slow-down is
consistent across regions. Earnings momentum for Japan has slowed down the
most, but it is still the strongest amongst major markets.
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Figure 8. Cyclical vs Defensive 12M Fwd EPS
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Cyclicals = Cons Disc, Industrials, IT.

Defensives = Cons Stap, Health Care, Telcos, Utilities

European weakness comes mostly from
defensives and Energy

Half of the UK earnings weakness comes
from the Energy sector while Materials
was the only net positive contributor

Citi Research

Within sectors, the most striking improvement in earnings trends has been in global
Materials (Figure 7). The sector had the worst earnings momentum by a wide
margin 6 months ago but has now moved into positive territory. Global IT and
Utilities are the other two sectors which show better earnings momentum now
compared to 6 months ago. EMo for Consumer Discretionary (especially Autos and
Media) deteriorated the most. Nonetheless, it still ranks as the strongest sector.

Overall, it seems like the acceleration in the global economy has started to support
global earnings trends. Cyclical sectors’ 12m forward EPS have started to
accelerate at a faster rate than the defensives (Figure 8). We expect this trend to
continue. Citi economists are forecasting Global GDP growth to accelerate in 2014
and 2015.

The Weakest Link: Europe

Earnings delivery has been a concern throughout this cycle. In 2011 investors
worried about another earnings recession, while now they focus on a lack of
earnings growth. In the last few years, concerns have also shifted from Japan,
Financials, and Emerging Markets to Commodity stocks and Europe. Earnings in
Japan and Financials sector inflected back in 2012. EM and Mining stocks have
recently started to show signs of stabilization. The only regions which are still
disappointing on earnings delivery are continental Europe and the UK.

So where does the weakness come from? In Continental Europe France,
Switzerland and Germany have been the most disappointing, while Sweden and the
Netherlands have been more robust (Figure 9). On a sector level the weakness has
mostly come from Energy and defensives such as Telecoms and Consumer Staples
(Figure 10). Cyclical sectors’ earnings trends have improved as the economic
recovery has accelerated.

Figure 9. Countries Earnings Momentum Figure 10. Sectors Earnings Momentum
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In the UK, despite the surprisingly strong economic recovery, earnings trends have
been weak. However, UK corporate profits are not that geared to the domestic
economy. Over 70% of sales come from abroad, with 30% alone coming from the
multinational commodity stocks. As shown in Figure 11, almost half of the UK
earnings disappointment in the last 6 months has come from the Energy sector.
This is a function of both the size of the downgrades and the importance of the
sector’s earnings within UK stock market. Interestingly, the UK Materials sector has
been the only one with a positive net contribution, showing signs of potential change
underway.
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Contribution towards Continental
European earnings looks more balanced

Continental Europe and the UK leaders
on the economic recovery front

Signs of companies addressing some of
the earnings drags

Citi Research

Figure 11. Contribution: UK EMo Figure 12. Contribution: EurxUK EMo
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The contribution towards Continental European earnings trends looks more
balanced than in the UK. Financials have been the strongest net contributors, and
the defensive sectors and Energy the weakest (Figure 12).

Winds of Change

While Continental Europe and the UK have been the most disappointing regions on
the earnings front, they showed improving economic performance. In the UK our
economist has recently upgraded his forecasts and now expects GDP growth of
3.5% this year, the strongest of all the developed markets (Figure 13). One of the
reasons for the upgrade is broadening of the recovery to business investment. In
the Eurozone our economists have recently upgraded their forecasts as well, but
expectations are more modest (1.3% growth in 2014). However, the delta between
2013 and 2014 forecasts is equally large in Eurozone and in the UK (1.7%) and the
highest of all regions/countries (Figure 14). Furthermore, our economists highlight
risks to the upside in 2Q. The positive outlook is also supported by a recovery in the
equipment investment in the Eurozone, estimated to grow at 3.5% pa in 2014 and
2015, in line with the 2000-07 average.

Figure 13. Citi 2014 GDP Forecasts Figure 14. Citi GDP Forecasts Delta (2013-14)*
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We've recently started to see signs of companies addressing some of the earnings
drags of the region. The European Mining Sector is leading the way. Mining
companies have delivered better than expected cost performance, which in Citi
analysts’ view will be maintained in 2014. Additionally, corporates have also started
to cut capex. This should result in higher free cash flow which could be distributed
via buybacks, which in turn would boost EPS.
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momentum and cheap valuation most

appropriate

EM and Japan look most attractive

Financials, Materials, Tech and Autos

most attractive sectors

Citi Research

What Next?

As global economic recovery continues, we believe earnings growth should resume
as well. We think sectors with positive earnings momentum should outperform. In a
world where value is hard to find, we think that a balanced strategy of earnings
momentum and relatively cheap valuation is most appropriate.

Figure 15 - Figure 17 show 12m fwd PE against average earnings momentum over
the last 6 months for global regions, sectors and industries. Amongst the regions,
Emerging Markets (particularly CEEMEA) look to be the most attractive, followed by
Japan, which has recently de-rated despite delivering the strongest earnings
momentum out of all the regions. Continental Europe looks most at risk, as earnings
trends fail to improve, and a 60% re-rating means it's no longer cheap. UK earnings
momentum is the worst, but at least low valuations reflect this. The US looks
expensive, but justifiably so.

Figure 15. 6m EMo vs. Fwd PE- Regions Figure 16. 6m EMo vs. Fwd PE - Sectors
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From a sector perspective, Financials (Insurance and Bank, not Real Estate) and
Materials, Tech and Autos look most attractively priced given positive earnings
trends. Sectors with negative earnings momentum but higher valuations include
Consumer Staples (Food & Staples and Food, Beverage & Tobacco), Telcos and
Media. So a clear preference for cyclicals over defensives. This is broadly in line
with our current sector recommendations.

Figure 17. 6m EMo vs. Fwd PE-Global Industries
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Defensives the least attractive
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We also check which regional sectors seem best positioned (bottom right of Figure
18). Financials look attractive across most regions (especially in EM), with the
exception of the UK. Consumer Discretionary (Autos) in Europe and Japan also
rank well in addition to Japanese Industrials and UK and EM Materials and EM

Energy.

Figure 18. 6m EMo vs. Fwd PE — Regional Sectors
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Regional sectors with negative earnings momentum and expensive valuations
feature in top left of the chart. The least attractive are defensives in the worst
earnings momentum regions: continental Europe and the UK. They include
European and UK Telcos and Utilities and UK Consumer Staples and Health Care.
Energy is the only US sector showing negative earnings momentum but the price
reflects this. All the other US sectors (except Financials) seem to have already
priced in positive earnings momentum.
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Finally, we take this analysis down to a stock level. We screen for companies within
the MSCI AC World index with strong earnings momentum, cheap valuation and are
also Buy rated by Citi analysts (Figure 19). Japanese and Financial stocks feature

strongly.

Figure 19. Global Stock Screen: Largest stocks with strong earnings momentum and cheap valuation

> 4% <12x
RIC Name Country Mcap ($mn)  Sector 6M E Mo 12m Fwd Pe Citi Rating  Price Currency
SOGN.PA Societe Generale France 44,288 Financials 14% 9.7 1 4417 EUR
BNPP.PA BNP Paribas France 78,185 Financials 5% 10.6 1 55.69 EUR
NDA.ST Nordea Bank Sweden 42,296 Financials 5% 114 1 88.8 SEK
8316.T Sumitomo Mitsui Fin. Grp  Japan 52,457 Financials % 8.3 1 4140 JPY
7203.T Toyota Motor Corp Japan 146,164 Cons Disc 8% 8.5 1 5731 JPY
8306.T Mitsubishi UFJ Fin Grp  Japan 67,983 Financials 9% 8.6 1 541 JPY
7267.T Honda Motor Co Japan 56,307 Cons Disc 9% 8.8 1 3533 JPY
6501.T Hitachi Japan 34,370 IT 16% 11.2 1 748 JPY
9433.T KDDI Japan 30,179 Telecoms 9% 11.7 1 5832 JPY
CM.TO Canadian Imperial Bank  Canada 34,265 Financials 5% 10.7 1 93.9 CAD
VLO.N Valero Energy Corp us 29,023 Energy 39% 8.6 1 53.17 usb
PRU.N Prudential Financial us 40,033 Financials 5% 9.2 1 84.18 usD
NOV.N National Oilwell Varco us 31,881 Energy 5% 11.8 1 74.93 usb
LYB.N Lyondellbasell Inds A us 42,321 Materials 1% 11.9 1 89.22 usb
DTV.O Directv Group us 36,909 Cons Disc 13% 12.0 1 76.65 usb
ORCL.K Oracle Corp us 136,724 IT 5% 12.0 1 38.98 usb
SOLJ.J Sasol S Africa 28,920 Energy 12% 9.8 1 597.3 ZAR
ITUB4.SA Itau Unibanco Pn Brazil 33,900 Financials 12% 8.4 1 33.6 BRL
GAZP.MM Gazprom (Rub) Russia 40,738 Energy 14% 2.6 1 130.8 RUB
2317.TW Hon Hai Precision Ind Taiwan 30,894 IT 17% 9.5 1 86.3 TWD
Source: Citi Research, Factset
Strategy Outlook

The great re-rating over the last two years means that for global share prices to rise
further, we need progress on earnings in our view. In 2014, we expect global EPS to
grow by 9% and prices by 10%, implying no further re-rating. Europe is the focus of
current concerns. Earnings momentum in Japan and US looks robust, while in EM it
has recently stabilized. Investors looking for a combination of positive earnings
momentum and cheap valuations should consider EM, Japan, Financials and

Materials.
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Figure 20. Global Market Intelligence by Region

21 Mar 14 Free MC Wgt PIE EPS YoY % P/B ROE DivYld CAPE Perf % (local) | Perf % (USD)
US$bn % 13E 14E 15E 13E 14E 15E 14E  14E  14E  10Yr__ [Weekly  YTD|Weekly  YTD
Global 35,347 100 160 144 129 75 104 112 19 13.0 27 202 11 -1.0 0.7 -1.0
Developed World 31,758  89.8 16.7 151 135 75 103 113 20 131 26 208 1.1 0.5 0.7 0.5
Emerging World 3,589 10.2 114 103 9.3 70 113 106 1.3 127 31 159 0.9 4.5 0.8 5.8
North America 18,872 534 176 161 144 6.8 89 115 24 152 21 247 1.3 1.3 1.2 1.0
USA 17,560 49.7 176 161 144 76 86 115 25 155 20 252 13 1.1 1.3 1.1
Canada 1,313 37 175 156 139 3.6 125 117 1.8 11.8 29 208 0.8 5.0 0.1 0.3
Europe 8,750 248 156 141 12,6 03 1.2 120 1.7 120 36 156 1.8 0.4 0.7 0.4
United Kingdom 2,736 1.7 141 131 120 6.7 7.7 8.4 18 135 39 145 0.5 -3.1 0.4 3.5
Europe ex UK 6,014 17.0 165 146 128 34 131 139 1.7 13 34 164 24 0.9 1.3 1.0
France 1352 38 162 140 124 09 156 129 14 102 35 155 2.8 14 1.8 1.5
Germany 1224 35 148 132 117 52 120 1341 16 121 30 184 3.0 2.7 1.9 2.7
Switzerland 1,205 34 168 158 143 15.0 6.1 107 24 154 33 220 2.1 1.2 0.7 1.9
Spain 455 13 172 150 126 301 147 187 1.3 8.9 52 117 22 1.3 1.1 1.3
Sweden 434 12 151 162 141 161 66 1438 22 135 39 203 1.7 13 0.8 1.1
Netherlands 353 10 168 146 126 62 154 153 1.8 120 27 162 19 2.4 0.8 2.4
Italy 332 09 220 142 17 271 547 218 1.0 72 34 107 35 108 24 109
Denmark 173 05 207 176 154 101 178 1441 28 157 24 318 06 111 16 1.0
Belgium 158 04 193 166 149 66 159 117 1.9 116 33 147 29 04 1.9 0.4
Finland 17 03 185 159 146 291 16.6 9.3 1.9 121 41 144 0.5 -3.4 -1.5 -3.4
Norway 107 03 127 116 106 2.0 9.6 9.3 14 123 51 138 2.6 0.6 0.8 0.4
Ireland 42 01 857 228 161 3728 2164 412 1.8 7.7 1.8 106 0.1 10.7 -1.0 108
Austria 37 041 161 119 9.6 2568 346 248 0.9 7.9 3.1 9.3 43 4.7 33 4.7
Portugal 25 01 226 203 149 248 111 36.0 1.5 74 35 112 1.7 7.3 0.7 7.3
Japan 2503 74 156 129 118 652 182 9.7 11 8.9 22 223 16 124 25 1041
Asia Pac ex Jp 3,849 109 130 11.8  10.6 72 109 104 15 124 34 180 -0.2 -3.2 0.3 -3.3
Pacific ex Jp 1,564 4.4 153 142 132 3.7 1.7 .7 16 113 43 187 0.0 2.0 0.3 -1.1
Australia 1,008 29 156 143 135 6.0 8.5 6.4 1.9 134 48 189 0.1 0.2 0.7 1.4
Hong Kong 355 1.0 148 141 128 6.7 54 9.9 1.2 8.5 32 210 -0.4 5.7 0.3 5.8
Singapore 184 05 144 134 1241 111 76 105 1.3 9.7 38 151 0.4 4.5 0.3 5.3
New Zealand 17 0.0 200 188 17.0 76 6.7 105 20 109 42 169 -0.3 8.4 03 125
Em Asia 2,284 6.5 118 105 9.4 92 126 117 14 134 27 173 0.3 4.0 0.7 -4.7
China 685 1.9 8.9 8.4 75 14.6 64 114 12 143 37 155 0.4 9.8 0.5 9.8
Korea 567 1.6 10.9 8.8 7.9 28 232 122 1.0 1.2 14 147 0.5 5.4 0.2 -1.6
Taiwan 431 1.2 160 144 129 2719 116 106 17 17 33 189 -1.5 -0.3 2.4 2.9
India 241 07 172 149 130 82 152 148 24 159 1.7 265 0.1 1.0 0.1 23
Malaysia 142 04 168 157 144 0.2 7.2 9.3 20 128 31 228 0.9 2.9 0.0 -3.9
Indonesia 9 03 157 142 125 73 105 135 29 205 27 265 50 113 55 186
Thailand 84 02 130 119 107 741 98 103 1.8 156 37 177 0.8 33 -1.0 4.8
Philippines 35 041 202 185 1641 8.1 9.2 149 27 144 23 293 -1 8.1 2.4 5.9
Latin America 682 1.9 135 119 106 82 131 134 1.5 121 33 153 43 6.5 5.6 -6.6
Brazil 381 141 10.9 9.8 8.8 142 115 119 12 121 43 122 5.2 8.2 6.9 6.7
Mexico 189 05 209 180 155 49 164 163 24 136 16 258 5.1 6.3 5.1 -1.2
Chile 56 0.2 188 151 129 161 249 164 1.5 1041 28 211 0.2 2.0 2.0 8.3
Colombia 40 01 159 145 132 -1.0 96 10.1 14 102 35 277 0.7 0.7 3.1 2.3
Peru 16 0.0 144 125 106 -30.3 147 189 1.9 150 1.9 154 -1.9 2.1 -1.9 2.1
CEEMEA 623 1.8 8.8 83 79 0.5 6.6 54 1.0 124 42 13.6 1.7 4.2 1.2 8.5
South Africa 2715 0.8 159 141 127 84 130 107 23 162 35 263 -0.2 1.1 -1.6 -2.6
Russia 184 05 4.6 44 45 2.7 50 -06 05 118 54 741 43 144 53 -209
Poland 64 02 137 135 120 -24.5 13 126 1.2 9.1 44 119 1.0 0.6 0.8 -1.6
Turkey 53 0.1 94 9.5 79 34 13 195 12 125 37 138 22 -4.4 1.9 -8.0
Greece 21 041 266 191 146 -408 390 311 14 75 22 4.3 09 184 0.1 18.5
Czech Republic 10 0.0 107 122 129 -103 121 61 14 115 62 113 54 59 3.9 5.6
Egypt 9 00 176 120 101 ;14 475 179 1.7 141 26 205 40 167 40 165
Hungary 8 00 9.9 9.7 8.0 -10.8 18 217 0.8 79 33 741 53 -11.0 40 -156
Israel 68 0.2 104 11.0 107 1.7 6.2 29 15 1441 27 151 29 152 24 149

Source: Citi Research, MSCI, Worldscope, Factset Consensus estimates
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Figure 21. Global Market Intelligence by Sector

21 Mar 14 Free MC  Wgt PIE EPS YoY % PIB ROE DivYld CAPE| Perf% (local) Perf % (USD)
US$bn % 13E 14E 15E| 13E  14E 15E 14E 14E 14E  10Yr| Weekly YTD| Weekly YTD
Global 35347 100] 16.0 144 129 75 104 112 19 130 27 20.2 11 -1.0 0.7 -1.0

Sectors - Level 1

Energy 3,369 9.5 12.9 11.8 11.0 -8.8 9.8 6.7 14 11.7 3.3 13.5 15 1.7 1.2 -2.5
Materials 2,156 6.1 16.4 14.5 12.7 22 131 14.3 17 11.5 2.7 16.0 0.8 15 04 -1.8
Industrials 3816 108 17.6 15.6 13.8 57 129 12.6 2.2 14.2 24 224 12 2.7 0.8 2.5
Consumer Disc. 4159 118 18.2 15.8 136 215 121 15.6 25 16.0 1.9 28.8 0.2 2.9 -0.2 -2.7
Consumer Staples 3,393 9.6 18.5 17.4 15.9 4.7 6.1 9.7 3.2 18.6 2.9 26.1 0.5 2.7 0.2 2.7
Health Care 3,804 10.8 18.5 174 15.6 2.7 6.7 114 34 194 2.1 29.0 0.6 45 0.3 46
Financials 7584 215 13.5 12.1 10.8 149 117 11.6 1.2 9.8 3.2 14.3 1.6 -1.8 1.3 -1.9
IT 4537 128 17.2 15.3 13.7 95 125 113 2.8 18.5 17 28.9 16 1.2 14 1.1
Telecoms 1,374 39 15.0 14.3 13.5 2.3 5.0 6.5 2.0 13.7 45 17.7 1.9 4.2 14 4.2
Utilities 1,155 33 16.1 14.7 13.7] 202 53 6.7 14 9.3 4.0 16.0 0.5 49 0.2 4.8
Sectors - Level 2

Energy 3,369 9.5 12.9 11.8 11.0 -8.8 9.8 6.7 14 1.7 3.3 13.5 15 17 1.2 -2.5
Materials 2,156 6.1 16.4 14.5 12.7 22 131 14.3 1.7 11.5 2.7 16.0 0.8 -15 04 -1.8
Capital Goods 2,779 7.9 16.9 15.1 13.5 32 122 11.8 2.1 14.2 2.5 216 15 2.9 1.1 2.7
Comm Svc & Supp 298 08| 207 19.1 171 8.2 8.3 11.6 3.0 16.2 2.2 24.3 0.9 -3.3 0.5 -3.0
Transport 739 2.1 19.4 16.4 14.1 16.6 179 16.3 2.2 13.6 2.1 25.6 0.3 -14 0.0 -1.4
Autos 1,033 2.9 11.3 9.9 8.6 149 135 147 14 13.9 2.5 212 0.7 4.2 0.0 -34
Consumer Durables 590 1.7 2141 174 148 1373 21.0 175 2.3 13.3 1.9 284 04 -4.9 -0.2 -4.6
Consumer Services 555 16 232 20.5 17.9 85 132 14.5 43 209 2.3 317 0.0 0.0 0.1 -0.1
Media 955 271 225 19.1 16.4 19.9 1.3 15.8 3.2 174 1.6 35.0 0.3 14 0.6 1.7
Retailing 1,026 29| 244 21.2 18.2 89 153 16.4 45 213 1.4 32.5 0.1 -3.2 -0.1 -3.3
Food & Staples 768 2.2 17.7 16.5 15.0 2.6 7.3 10.6 2.3 141 2.6 248 1.0 21 0.8 2.2
Food Bev & Tobac. 2,044 5.8 18.4 174 15.9 5.0 54 9.5 35 205 31 26.2 0.7 25 0.2 24
Household Products 581 16[ 202 18.8 17.2 6.5 71 9.2 40 207 2.7 28.1 -0.5 4.3 0.8 4.2
Health Care 945 2.7 17.8 16.6 14.9 6.4 7.7 11.3 2.7 16.2 1.2 28.1 15 34 1.3 34
Pharma & Biotech 2,859 8.1 18.8 17.7 15.8 15 6.4 11.5 37 209 2.4 29.2 04 4.9 0.1 5.0
Banks 3826 10.8 12.3 10.7 9.6 94 149 11.9 1.1 10.2 3.6 12.1 2.2 0.8 1.8 -1.1
Div Financials 1,365 3.9 15.8 14.2 124 330 107 15.0 1.3 9.5 2.0 15.6 2.3 -1.9 2.0 -1.9
Insurance 1,418 4.0 12.1 114 10.5| 20.2 55 8.9 1.2 10.6 31 16.0 1.0 4.1 0.5 4.3
Real Estate 975 28] 215 20.0 18.1 11.1 7.7 10.2 1.3 6.9 3.6 22.8 04 1.2 0.7 -0.9
Software & Services 2,270 64| 208 18.6 16.4 84 121 13.5 41 222 1.1 375 14 24 1.3 2.5
Tech 1,478 42 14.9 13.2 12.0 57 127 10.0 2.2 16.4 2.3 24.1 1.8 -1.0 1.6 -0.8
Semi & Semi Equip 788 2.2 14.0 12.4 11.3 195 129 94 2.1 16.7 2.1 24.1 16 21 1.2 1.2
Telecom 1,374 3.9 15.0 14.3 13.5 2.3 5.0 6.5 2.0 13.7 4.5 17.7 19 4.2 1.4 4.2
Utilities 1,155 33 16.1 14.7 13.7] 20.2 53 6.7 14 9.3 4.0 16.0 0.5 49 0.2 4.8

Source: Citi Research, MSCI, Worldscope, Factset Consensus estimates
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Figure 22. 2014 P/E Estimates by Region & Sector

21 Mar 14

P/E 14E Global DM GEM us EllJJrKex UK Jap DevAsia EmAsia LatAm CEEMEA
Region 14.4 15.1 10.3 16.1 14.6 13.1 12.9 14.2 10.5 11.9 8.3
Sectors - Level 1

Energy 11.8 13.3 6.2 13.9 11.3 10.8 9.5 15.8 8.9 8.1 43
Materials 14.5 15.0 121 171 16.4 11.5 122 12.0 12.7 10.6 13.8
Industrials 15.6 15.6 14.5 16.7 16.0 15.4 12.0 16.1 14.2 17.9 114
Consumer Disc. 15.8 16.3 11.5 19.5 13.6 16.3 111 18.9 9.3 18.7 20.3
Consumer Staples 174 17.2 20.9 174 17.9 15.2 17.9 17.0 22.1 20.1 19.6
Health Care 174 17.3 20.5 17.7 16.8 15.1 21.7 223 217 20.2 18.5
Financials 121 12.9 8.3 14.2 12.2 11.0 11.6 13.2 7.8 10.2 8.8
IT 15.3 16.0 1.7 15.6 19.2 31.2 16.7 18.4 11.6 17.9

Telecom Services 14.3 14.9 12.3 14.5 14.5 17.0 15.1 15.1 12.8 114 12.0
Utilities 14.7 15.3 11.0 16.0 14.2 14.5 14.8 15.7 121 10.2 9.0
Sectors - Level 2

Energy 11.8 13.3 6.2 13.9 11.3 10.8 9.5 15.8 8.9 8.1 43
Materials 14.5 15.0 121 171 16.4 11.5 12.2 12.0 12.7 10.6 13.8
Capital Goods 15.1 15.2 13.6 16.4 15.9 14.6 114 125 13.2 18.8 122
Comm Svc & Supp 191 19.0 26.0 19.2 18.7 17.8 19.8 211 26.0

Transport 16.4 16.4 17.0 16.9 15.5 13.9 134 21.9 18.5 16.9 8.7
Autos & Components 9.9 10.4 7.8 13.2 10.2 13.8 9.1 7.7 10.7
Consumer Durables 17.4 17.8 131 18.9 16.5 14.5 19.0 16.5 16.0 6.1 10.8
Consumer Services 205 20.6 17.9 213 216 18.4 219 19.6 171 18.2 21.7
Media 19.1 18.6 29.3 19.1 17.9 15.2 24.6 228 20.6 26.9 33.1
Retailing 21.2 21.8 14.4 22.2 245 171 20.9 134 12.8 19.5 134
Food & Staples Retailing 16.5 16.2 20.7 17.2 15.5 10.3 16.8 17.7 20.1 21.1 20.8
Food Bev & Tobacco 174 17.2 20.5 172 18.1 15.9 17.2 14.0 217 19.7 16.5
Household Products 18.8 18.6 241 18.1 19.3 18.5 23.2 255 20.6

Health Care Equip & Svc 16.6 16.5 20.1 15.9 20.1 18.0 21.8 22.8 224 245 16.5
Pharma & Biotech 17.7 17.6 20.7 18.7 16.5 15.0 21.7 22.0 214 15.9 20.3
Banks 10.7 11.7 7.6 11.8 134 10.0 8.9 12.9 7.0 9.3 7.8
Div Financials 14.2 14.4 121 15.5 125 13.1 11.3 17.7 11.6 175 10.7
Insurance 11.4 11.3 12.7 114 9.9 12.1 12.9 14.4 12.6 13.9 12.6
Real Estate 20.0 22.7 8.3 35.9 16.7 22.5 24.2 12.7 7.1 17.6 11.9
Software & Services 18.6 18.2 25.1 18.3 17.3 18.2 21.2 17.9 259 17.9

Tech Hardware & Equip 13.2 13.2 13.3 12.4 21.0 15.2 13.3

Semi & Semi Equip 12.4 17.2 8.7 15.8 223 412 31.8 20.0 8.7

Telecom 14.3 14.9 12.3 14.5 14.5 17.0 15.1 15.1 12.8 114 12.0
Utilities 14.7 15.3 11.0 16.0 14.2 14.5 14.8 15.7 121 10.2 9.0

Source: Citi Research, MSCI, Worldscope, Factset Consensus estimates
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website does not reflect that Citi Research did not have a rating or target price between the Suspension date and June 4, 2012 when Citi Research resumed
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services from LyondellBasell Industries, Gazprom, Valero Energy Corp, Sumitomo Mitsui Financial Group, Itat Unibanco.
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): BNP Paribas SA, DIRECTV
GROUP INC, LyondellBasell Industries, National Qilwell Varco Inc, Mitsubishi UFJ Financial Group, Societe Generale, Hitachi, Prudential Financial Inc.,
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: BNP Paribas SA, DIRECTV GROUP INC, LyondellBasell Industries, National Oilwell Varco Inc, Mitsubishi UFJ Financial
Group, Sasol Ltd, Societe Generale, KDDI, Hitachi, Prudential Financial Inc., Honda Motor, Gazprom, Valero Energy Corp, Toyota Motor, CIBC, Sumitomo
Mitsui Financial Group, Hon Hai Precision, Ital Unibanco, Nordea, Oracle Corporation.

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.
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