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Sri Lanka Macro View 
 Trip Notes – A Mixed Picture  
 

 External accounts remain under near-term pressure – LKR may still weaken. The 
big driver of the deterioration in FX reserves./BOP since August are: 1) significant CA 
deficit widening, by a larger-than-expected 6.7% of GDP in 2011, on the back of a 
combination of oil/gold prices, strong growth and unsterilized FX intervention fuelling 
credit growth; 2) global de-risking last year exposing the country’s vulnerability to 
portfolio positioning; 3) pegging the LKR for too long, which resulted in a sharp drop in 
FX reserves that posed another negative feedback loop on portfolio flows. 

 But the government is now taking corrective action. The government has shifted 
towards more FX flexibility, hiked the policy rate by 50bps, announced tighter credit 
growth targets, imposed import levies and, more recently, made bold adjustments to 
fuel/electricity prices, aimed at narrowing the CA gap. These are positive steps, but the 
impact may take time. 

 Unfortunately, the policy approach to closing interim external gap also relies on 
external commercial borrowings. One factor that has likely exacerbated Sri Lanka’s 
external bond underperformance is the government’s support for external commercial 
borrowings (e.g. by banks) to help support portfolio inflows.   

 Key thing to watch: will the IMF disburse funds? On the positive front, the IMF 
seems very pleased with the recent policy steps of the government. We think they 
could qualify to receive the long-delayed $850mn of undisbursed standby loans.  While 
some officials have made public pronouncements they wouldn’t tap the IMF, we think 
it’s possible (some people we met believe it’s probable) and makes sense for them to 
do so. 

 Monetary policy outlook. Despite painful fuel/electricity price hikes, the timing of 
implementation is a good one (bottom of the headline inflation; peak harvest season) 
and see low risk of ‘overheating’. We expect CBSL to stay on hold for now, but 
monetary policy will be determined more by external liquidity pressures.  If FX reserves 
fall too close to US$5bn (3 months of imports), more tightening may be pursued.   

 Market Outlook – We would be buyers on dips of Sri Lanka dollar bonds; March-
April may be the better timetable to scale in the run-up to new issuance and potentially 
more capitulation. Last Dec, we expected Sri Lanka dollar bonds to underperform 
Vietnam, but now that it is trading over 500+bps (z-spreads) and 125-150bps wider 
than Vietnam (mid), we think investors should look to scale in, possibly more in March-
April when the next IMF staff mission visits and we may be closer to new issuance. On 
the Treasury bills/bonds, we think it may still be too early—LKR may still be under 
pressure in the near term, inflation pressures will escalate on recent fuel/electricity 
price adjustments, and seasonal liquidity tightness during New Year-festival around 
April could provide better entry points.  
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Growth is expected to slow in 2012 

There is a growing recognition even within the CBSL that growth could slow from 
the earlier target of 8% to 7.0-7.5% as efforts to tighten monetary/credit growth are 
implemented, alongside a sharp rise in fuel/electricity prices and challenging global 
growth backdrop. A number of pundits surmise that the government's big 
infrastructure investment push in the last few years is yielding disappointing returns 
especially in terms of FDI pick-up, and may be a reflection of inadequate planning 
and lack of a clear strategy. Thus, some people we met believe FDI will not pick up 
significantly from last year’s lackluster $1bn (1.7% of GDP), and fall short of the 
government's $2bn forecast for 2012.1   

BoP and FX Outlook – near-term pressures may persist  

A big source of investor concern is the significant shift in the BoP and FX 
reserve trends since August last year, resulting in a sharp erosion of FX 
Reserves ($5.9bn as of Dec 2011 vs. a peak of $8.1bn in Aug 2011). There were 
likely three big drivers for this: First, rise in oil and gold prices, and liquidity creation 
from unsterilized FX intervention following the surge in portfolio inflows fueled 
strong import-related credit growth and a rapid deterioration in the current account 
deficit; Second, the shift in global risk sentiment from the escalating Eurozone crisis 
prompted an unwind of portfolio positions, and therefore, exposing the country's 
external vulnerability. Third, instead of letting the currency adjust to the more 
adverse shift in external flows, CBSL intervened for too long to peg the USD- LKR, 
resulting in eroding FX competitiveness and a sharp drop in FX Reserves. This led 
to another round of negative feedback loop on portfolio flows as people holding 
LKR-denominated assets either unwound positions or just started hedging their FX 
exposure. 

The government has taken corrective steps but it may take time for these to 
substantially reduce external funding gap. However, in the last month, the 
government has taken more decisive corrective steps to reduce the pressure on FX 
reserves: First, it has now formally shifted its FX policy from targeting a "price" (i.e. 
a specific USD-LKR spot), and instead will now only intervene based on "quantity" 
determined by dollar needs to fund oil imports.  Second, it surprised the market with 
a 50bps hike and imposed a specific credit growth target for banks of 18% if locally 
funded (23% if 5% of funds are raised abroad, which is a significant slowdown from 
the current pace of 33.5%; Third, it has imposed/hiked a number of special 
commodity levies on food/agri products ( e.g. revising levies on sugar, pulses, 
garlic, oil, and fish early this year); and last, and probably the most politically 
difficult, was to announce a wide range of price hikes, namely a 37% hike in diesel 
prices, 50% hike in kerosene prices, 9% hike in petrol prices and an electricity tariff 
hike ranging from 20%-40%, effective in March. These price hikes help encourage 
energy efficiency and curb related imports as well as act as a tax on consumers to 
the extent demand for these goods are inelastic, crowding out non-energy imports 
(over the last year there has been a significant increase in imports of gold/motor 
vehicles). 

Where do we go from here? While the government hopes these tightening/FX  
policies could help curb the Current Account deficit from 6.7% of GDP in 2011 (a 
substantially wider figure than we earlier estimated) to~5% of GDP, this may not 
happen quickly enough to close to external funding gap given inadequate FDI and 
official loans. Thus, weakening pressure on LKR could still persist in the near term. 

                                                           
1 CBSL told us FDI reached $1bn in 2011, but as of November 2011, the latest external accounts 
report still have FDI in Jan-Nov 2011 pegged at $679.3mn. 
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The government's policy approach to close the external gap appears to rely 
on overseas borrowings, giving the green light for a number of Sri Lankan banks 
(including Bank of Ceylon) to issue both senior and Tier 2 sub-debt while also 
liberalizing restrictions on corporates to borrow as well. While this could bring in 
meaningful portfolio inflows, there are two related drawbacks: 1) some of these 
deals will take time and won’t materialize immediately. We expect state-owned Bank 
of Ceylon will be the first to issue in April; 2) If these borrowers come to the market 
at a time that the balance of payments and LKR is still under pressure and foreign 
borrowing is seen a necessary to buffer FX reserves, then investors will demand a 
higher concession from the borrowers. We think this partly explains why Sri Lanka 
dollar bonds have underperformed significantly in the last few months. 

Figure 1. Major Components of External Flows   Figure 2. Gross FX Reserves vs. Months of Import Cover 
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Watch the IMF – will it or won’t it? 

The IMF seems very pleased with the recent policy steps the government is 
taking, and thus, we think that the Sri Lanka government would qualify to have the 
remaining long-delayed $850mn in IMF tranches disbursed. While the government 
has made public headlines saying it wouldn’t tap it, we think it makes sense for it to 
do so: we view the borrowing cost of 3.3% for the remaining tranches is still much 
cheaper than for the government to borrow in commercial terms and, more 
importantly, the signaling factor for investor confidence of a resumption of IMF loans 
would also be very valuable. The IMF Staff Mission is planning to visit in March-April 
and it will be important to watch headline events that could arise about the 
remaining loans. A positive pronouncement about resumption of IMF loans could be 
a trigger for renewed confidence in the rupee's pending stability. 

Inflation and Monetary Policy – Pause for now   

Inflation has decelerated but is expected to reverse course on recent sharp 
price hikes. Inflation has decelerated sharply on two drivers: the powerful base 
effect and very good harvest which is further driving down food, which in turn 
accounts 41% of the CPI basket. Thus, CBSL forecasts inflation forecast to 
decelerate further from 3.8% in Jan to possibly a sub 3% reading in Feb. The key 
risk is the impact of the fuel/electricity hikes. While clearly a good step from a 
fiscal/external front, we could see a sharp impact on inflation. CBSL estimates the 
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first round effect of the recent price hikes is about +0.5ppts but this figure is likely 
understated, given the second round effects which is not yet calculated in the 
estimate. The one good thing from this price hike (which we think Indonesia could 
learn from) is that it is implementing it during both the bottom of inflation cycle, and 
during the peak harvest season in Feb-March (with a good harvest backing modest 
food inflation) and, thus, it has a reasonable chance of absorbing the inflation spike 
while hopefully anchoring inflation expectations. CBSL forecasts inflation this year 
would average about 7.0% this year. 

We think monetary policy will be determined by the extent to which external 
pressures persist from here, rather than a real concern about escalating inflation 
risks. Despite strong credit growth and pending price hikes, Sri Lanka's economy 
seems to show limited signs of overheating risk-- labor slack limits wage pressures, 
and investment-driven growth in recent years adds to potential output, easing 
pressure on the output gap. This, coupled with adequate monetary transmission 
from the recent hike, as well as a more flexible LKR thus reduce the likelihood of the 
CBSL hiking rates further from here. However, if external shocks continue to put 
significant pressure on LKR and reserves fall too close to CBSL's comfort threshold, 
which it says is about $5bn (three months of imports), this could lead to further 
monetary tightening. Notwithstanding a more flexible FX policy, we think CBSL's 
tolerance for FX volatility has limits, given the country's significant external debt. 

Figure 3. IMF Standby Loan – Disbursement Schedule  Figure 4. We expect rates to remain on hold in 2012 

 In SDR In USD* Status
Jul-09 206.7 320.8 Disbursed

Nov-09 206.7 330.7 Disbursed
Jul-10 206.7 310.8 Disbursed

Sep-10 275.6 420.8 Disbursed
Feb-11 137.8 214.0 Disbursed
Apr-11 137.8 220.3 Disbursed
Aug-11 137.8 212.7 Not disbursed
Nov-11 137.8 212.7 Not disbursed
Feb-12 137.8 212.7 Not disbursed
Apr-12 137.8 212.7 Not disbursed

Total 1722.5 2668.2  
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Fiscal Policy – No major policy reforms 

Fiscal performance in 2011 had a mild fiscal slippage (7.0% of GDP vs 6.8% 
revised target) and was a reflection of implementation of various measures to 
broaden and simplify the tax base (largely taken in the 2011 Budget, when 
corporate/income tax rates were rationalized and some VAT reforms were 
introduced). Unfortunately, this has also resulted in a decline in tax-to-GDP ratio 
from 12.9% of GDP in 2010 to 12.7% of GDP. We think the 13.3% tax-to-GDP target 
this year looks ambitious, especially now that the growth forecast may be scaled 
down, but the Finance Ministry appears to be approaching a wait-and -see attitude. 
A few new measures, like increasing the commodity levy on sugar exports and 
raising import duties on fuel should be net positives for tax coffers. On the 
expenditure side, recurrent and interest expenditures have come down in recent 

Citigroup Global Markets 4 
 



Citigroup Global Markets 5 
 

Sri Lanka Macro View 
20 February 2012 

 

years, giving it room to target public investment spending at about 6% of GDP, 
which it hopes to maintain in the next 5-6 years. However, CBSL believes that if the 
deficit were under pressure to breach the target, this is an area in the budget that 
could see some cuts. In line with expectations, we are unlikely to see any major 
reduction in defense spending (~3-3.5% of GDP) given that nearly 80% of defense 
expenditure is recurrent in nature. Also key to watch is the Debt/GDP ratio, which 
would likely edge up due to LKR depreciation. 

SOE Losses–could we see more reforms?    

The recent price hikes in fuel and electricity are meant to improve the cost recovery 
of the Ceylon Petroleum Corporation (CPC) and Ceylon Electricity Board (CEB), the 
two biggest sources of SOE losses, helping to recover LKR75bn and LKR30bn, 
respectively. Given tighter budget constraints by the government, one observer we 
met noted that despite strong public pronouncements of “no privatization”, he thinks 
the recent IPO of People’s Leasing Company, a 100%-owned subsidiary of state-
owned People’s Bank, is an important test-case for what could be the future policy 
approach to addressing SOE inefficiencies –start divesting stakes to raise capital. 
State-owned Sri Lanka Airlines, for example, is also reported selling its catering 
company. Following the PPP model could thus be a viable option. While reforming 
CPC and CEB will likely be very difficult, the adjustment in fuel/electricity prices 
could raise public support for efficiency enhancing reforms, and one observer 
believes a study has already been conducted about possibly breaking up CPC/CEB, 
for example. 

Politics – Stable enough to push through tough reforms   

The Rajapaksa-led government remains popular and stable, and it is capitalizing on 
its popularity to push through tough reforms on the fuel/electricity hikes. We’ll need 
to watch how its public support from the Sinhalese majority changes if growth slows 
and more painful reforms are taken but, for now, despite some protests, we don’t 
see major political instability brewing. The opposition still looks very weak. One 
good thing noted by one of the political analysts we met is that, since Mahinda 
Rajapaksa (and his family) probably want to stay in power for the long haul, he has 
a vested interest in achieving sustainable growth rather than pursuing very short-run 
policies. While policy errors have been made over the last few years, the more 
volatile external funding environment may hopefully now push the government to 
take the necessary corrective steps to address them. However, on the negative 
side, it seems people we met believe reconciliation efforts with the Tamil minority 
appear weak at best. 

Market outlook 

Hard currency debt: In December, we noted that Sri Lanka dollar bonds were likely 
to underperform Vietnam bonds given that the former is far more vulnerable to 
portfolio flow volatility and deterioration in external accounts.2  Back then, Sri Lanka 
was still trading about 50bps through Vietnam in z-spreads. However, we also didn’t’ 
anticipate the extent of Sri Lanka’s underperformance, with dollar bonds now 
trading anywhere between 125-150bps wider than Vietnam on z-spreads (mid-mid) 
following the significant under-performance last week.      

 

 

                                                           
2 See Asia Macro View - A Closer Look at Vulnerability to Financial Spillovers from Europe (13-Dec-11). 

https://ir.citi.com/kqTSjhstFTSy9e%2Bd3C2T7OO9iTBm1QOD3UvU6zQuaZs%3D
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While there are still risks, we think it may be worth scaling in gradually and 
doing a Sri Lanka-Vietnam switch, in the coming months. We would look for dip-
buying opportunities, but these may come when we are closer to new issuance. 
Despite the negative headline risks, there are a number of factors that make us 
believe that these problems are not insurmountable: 

First, when we look at the sum of the current account and FDI and official loans last 
year, based on figures mentioned by officials (though it’s not clear to us if these 
figures are gross or net figures), the overall reliance on portfolio flows don’t look that 
large -- likely still below the $1bn range (though the problem is that we may have 
seen negative portfolio/ST outflows in the last few months that exacerbated this 
gap, and the extent of errors and omissions is unclear). 

Second, after a number of policy errors, the government is now taking corrective 
action to stabilize external finances, including letting the LKR be more flexible, 
raising interest rates, announcing credit growth targets, imposing import levies and, 
more recently, jacking up fuel and electricity prices significantly. Thus, it is not being 
passive about the problem. 

Third, President Mahinda Rajapaksa’s government remains strong and stable with 
the President having strong constitutional powers, especially after the 18th 
Amendment. This leads us to believe that Rajapaksa and his allies want to stay in 
power for the long haul. Thus, they should also have a vested interest in restoring 
macro stability and sustainable growth. Their stable government may also give them 
sufficient political capital to push through tough reforms. 

Last, in our meetings, the IMF seem happy with recent slew of policies (FX 
flexibility, credit growth curbs, levies and fuel/electricity hikes). We think the 
government could qualify for the disbursal of the remaining IMF tranches and, while 
no one has admitted it, whether it happens and when it may happen is unclear, we 
think it makes sense to tap it.   

We would be look for further cues around March to April, when the next IMF 
staff mission may visit, to scale in more. One key risk is “timing” – bank and 
sovereign may come to the market with bond issuance in the coming months, and if 
external accounts don’t stabilize before then, the market may demand larger 
concessions on borrowing costs if it is seen to be borrowing because it has to. It’s 
not clear to us if any improvement on current account and/or possible IMF headline 
news will come before any pending new deals. 

As an aside, when comparing Sri Lanka and Vietnam, both have similarly weak 
external liquidity/FX reserve ratios, but the former may still have better near-term 
growth prospects, with the help of a healthier banking system and less egregious 
track record of boom-bust monetary policy that has significant undermined Central 
Bank credibility. If growth is more robust, Sri Lanka’s prospects for attracting more 
private capital flows could also be better.  Both have current account deficit issues, 
but the nature of capital account vulnerability is different – Sri Lanka is more 
exposed to offshore private capital flows, Vietnam is vulnerable to various forms of 
domestic capital flight. Sri Lanka takes pride in the government’s spotless debt 
default history while Vietnam (and state-owned Vinashin) does not. However, 
Vietnam’s debt ratios, structure of the debt and interest burden is still more 
favorable than those of Sri Lanka, and thus it may be under less pressure to borrow 
offshore imminently, but resolution of its banking sector problems could raise future 
debt-funding pressures.    
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Overall, if Sri Lanka pursues corrective policies and potential IMF support (which is 
not a certainty) we think the ability of Sri Lanka to win back some confidence on 
private flows is still there. With a spread gap now at historical wides vs Vietnam, it 
may be worth scaling back in gradually, but we would wait for further clarity on 
external finances in the run-up to new issues which could offer better entry-levels. 

Figure 5. Comparing Historical z-spread Performance – Sri Lanka vs. Vietnam 
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Figure 6. Sri Lanka and Vietnam – Comparing Macro/Sovereign Credit Metrics 

2008 2009 2010 2011 2012F 2008 2009 2010 2011 2012F

Real GDP, % yoy 5.9 3.5 8.0 8.0 7.8 6.3 5.3 6.8 5.9 6.0
GDP per capita, US$ 2,003 2,048 2,387 2,775 3,023 1,044 1,054 1,128 1,286 1,416
CPI, % avg 22.6 3.4 6.0 6.8 6.0 23.2 7.0 9.2 18.6 10.4
Credit Growth to private sector (% YoY) 7.0 -5.8 24.9 33.0 18.0 19.7 37.8 28.0 13.0 15.0
Policy Interest rate, % eop 10.5 7.5 7.3 7.0 6.0 9.5 8.0 9.0 15.0 12.0
Long term yield, % eop 19.1 9.3 7.6 7.5 8.5 10.0 11.7 11.5 13.0 12.0
lc/US$, avg 108.3 114.9 113.1 110.6 115.4 16,496 18,048 19,338 20,899 21,841
Current account, % of GDP -9.5 -0.5 -2.9 -4.4 -4.8 -11.9 -7.8 -4.0 -3.7 -3.7
Net FDI, % of GDP 1.7 0.9 0.9 1.5 1.4 10.3 7.5 7.2 6.2 5.7
International reserves, US$ bn 1.8 5.1 6.6 6.0 6.7 23.9 16.4 12.5 15.3 19.2
   % of ST Debt by Remaining Maturity 0.6 1.2 1.7 1.7 1.9 3.1 2.1 1.4 1.8 2.1
External debt % of GDP 43.6 49.8 50.1 48.0 51.4 31.5 42.2 44.7 43.3 41.5
External debt % of Exports 219.1 295.2 298.9 269.7 294.3 40.7 61.7 61.9 59.2 54.2
General Public debt % of GDP 81.4 86.2 81.9 82.0 83.0 42.9 51.2 56.7 57.3 57.8
       of which Domestic 48.5 49.8 45.8 44.0 43.0 12.9 20.0 11.0 11.1 11.2
Consolidated government balance (% of GDP) -7.0 -9.9 -8.0 -7.0 -6.4 -4.7 -8.9 -7.9 -5.0 -4.8
Gen. Gov. Int. Pymt/Gen. Gov. Revenue 31.0 42.6 42.2 35.3 34.5 5.3 4.1 5.5 5.3 4.9

Sri Lanka Vietnam

Source: CIRA, Moody's 

 

Local currency debt.   The rupee has depreciated about 7.3% since August 
(mostly since mid-November), peaking above 120 per USD, underperforming all 
other Asian currencies, and we think already prices in the sharp current 
account/trade deterioration and portfolio volatility. However, despite recent moves to 
curb the CA deficit, we see the impact will take time and believe we could still see 
some further rupee pressure from here, with a key risk being what happens to oil 

Citigroup Global Markets 7 
 



Sri Lanka Macro View 
20 February 2012 

 

Citigroup Global Markets 8 

prices, further portfolio positions in LKR-denominated bonds and bills –we estimate 
there is about $2.15bn in offshore positions in LKR Treasury bills and bonds (the 
12.5% quota on T-bonds not being utilized). However, we think a significant amount 
of T-bill exposure (about $650mn) is likely FX-hedged (3- and 6-M LKR T-bills 
provide roughly a 300bps spread on an FX hedged basis), and thus, the key thing to 
watch is what happens to the remaining roughly $1.5bn or so of LKR Treasury bond 
positions.  Overall, we think it’s probably still too early to dip into LKR-denominated 
bonds – yields are still historically low as we expect near-term rupee pressure could 
still persist and offshore positioning could create some volatility. Moreover, we 
would wait for seasonal tightness in during the April New Year festival for dip-buying 
opportunities.  

Figure 7. Historical LKR spot  Figure 8. LKR Treasury bill/bond curve 
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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 Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA 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 
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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 Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA 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 CIRA 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 CIRA. This could create a conflict of interest. 
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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, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02.  The Product is made available in 
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. 
CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala 
Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product.  The Product is made available in Mexico by Acciones y Valores 
Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is 
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to 
‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & 
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan 
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 
4889, Karachi-74200.  The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., 
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the 
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by 
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., 
which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made 
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the 
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal 
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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 1 Temasek Avenue, #39-02 Millenia Tower, 
Singapore 039192, 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 Gassef, 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 CIRA 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 CIRA'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), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA 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. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA 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 
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specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and 
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