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With the new US administration taking office while global growth
is expected to pick up modestly, investors will experience both
opportunities and risks in 2017.
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India’s war on cash: A catalyst for future growth
India appears the most resilient among Asian EM in terms of trade and the level of external
debt. The recent war on cash also provides a catalyst for future growth.
• On 8 November 2016, the Government of India recalled existing 500 and 1,000 rupee
notes and replaced with newly printed 500 and 2,000 rupee notes. The removal of 85% of
the nation’s cash aimed to reduce money laundering and cash hording but caused
monetary conditions to tighten sharply in 4Q16. Growth of private consumption slowed to
5.9% in the second half of the current financial year from 7.1% in the first half.
• Trillions of previously unbanked savings have now been forced into the banking system,
providing a much expanded base for credit creation. The instant need for a transaction
medium also helped India to take a giant leap into digital payments and other financial
services. These, along with the other reforms in 2016 may create tailwinds for the Indian
economy. Citi analysts expect the Indian economy to grow 6.8% and 7.5% in fiscal year
2017 and 2018 respectively.
Consumption may see a major rebound after the initial shock

“Citi analysts prefer
India within EM Asia
given the country’s
resilience to external
trade”
Source: Citi Research as of 13 January 2017.

• Externally, India is the least exposed to exports to either the US or China. Its current
account deficit is relatively small at 0.8% of GDP in 2016 and it has little external debt.
Indian equities are not cheap at 16.2x 2017 consensus earnings but valuations are
actually at the lower end of the range of past 3 years. Indian earnings are also expected
to grow 17% next year. Citi analysts maintain their Sept 2017 Sensex target of 30,000.
• During past episodes of RMB weakness, the Indian Rupee (INR) was among the most
resilient currency in Asia. With interest rates remaining the second highest in the region,
this may help support the currency going forward.
• Key Risks: Given the landslide victory of the ruling party in the National elections, and the
size and importance of Uttar Pradesh (largest state in India by population), this state
election will be keenly watched in February - March.
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What’s in store for China in the Year of the Rooster?
As China approaches its 19th Party Congress, stability is likely to become the top priority.
But potentially rising trade friction with the US and a weaker CNY may pose downside risks.
• Although China managed to restore policy credibility in 2016 with stronger growth and an
improved balance sheet, risks have returned in the form of renewed CNY depreciation,
higher interest rates, and potential trade friction with the US. This time, the need for
stability is even greater than usual as the 19th Party Congress approaches.
• Given the authorities’ desire to have a more expansionary fiscal policy and for monetary
policy to continue its neutral and prudent stance, Citi analysts believe that the Chinese
economy can grow 6.5% in 2017.

• Risks are in trade and a weaker CNY. While Citi’s base-case is for trade re-negotiation
rather than trade wars with the US, China’s exports may still face some pressure. As for
the Chinese Yuan (CNY), Citi expects another 3-4% depreciation in 2017. Compared to
the 6-7% CNY devaluation in early 2016, the impact on China equities may be more
muted.
China-US Trades by Product (FY2015, $bn)

“Citi analysts expect

the Chinese economy
to grow 6.5% in 2017
but potential trade
friction with the US and
a weaker CNY may
pose downside risks.”
Source: Citi Research as of 25 November 2016.

• Be prepared for a bumpy ride. Citi’s MSCI China end-2017 target is 70, while the targets
for HSCEI and CSI300 are set at 11,000 and 4,000 respectively. Citi analysts prefer to be
selective in this environment and favour sectors such as Financials (Insurance, Brokers
and Banks), Industrials, IT and Health Care.
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Dollar strength: More to go?
Citi analysts remain positive on the USD in the medium term and expect around 8-9%
appreciation vs G10 currencies over the next 6-12 months.
• One medium term USD support is the likely shift in the US policy mix towards greater
fiscal spending and higher interest rates. President Trump has promised increased
infrastructure spend, tax cuts/ reform and a higher military spend. Furthermore, tax
reforms and the repatriation of USD may be additional positives for the greenback.
Developed Markets (DM) & Emerging Markets (EM) – Forecasts Paths

“The pullback in

the USD appears
temporary. Citi
expects further
upside for the
greenback.”
Source: Citi Research as of 20 January 2017.

• Citi analysts expect the EUR to trade down to, and probably below parity over the next 612m on the back of dollar strength.
• Higher US yields and robust investor risk appetite are likely to be drivers of a weaker JPY
in our view. USDJPY may hit 120+ over 6-12m.
• Under our base case for broad USD appreciation, Citi analysts’ forecasts suggest all 3
currencies (AUD, NZD, and CAD) depreciate 5-8% in the medium term.
• Sterling appears cheap, but there may be more downside given deteriorating
fundamentals. Citi analysts expect GBP/USD at 1.08 in 6-12m.

• In an environment of strong USD and higher US yields, Emerging Market (EM)
currencies are likely to weaken further in our view. Within the region, Commodity
currencies may outperform the currencies of manufacturing exporters. We see USD/CNY
at 7.15 in 6-12m.
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1Q17 Model Portfolios
Risk Level 2: Conservative
Weight

Change (QoQ)

Global Investment Grade Bonds

44%

-1%

APAC ex JP / Emerging Market Bonds

45%

0%

Cash

10%

0%

Weight

Change (QoQ)

22%

-1%

Risk Level 3: Moderate
Global Investment Grade Bonds

3%

1%

APAC ex JP / Emerging Market Bonds

10%

0%

US Equities

29%

Europe Equities

10%

0%
-1%

4%

0%

15%

-1%

5%

0%

Weight

Change (QoQ)

Global Investment Grade Bonds

8%

-1%

Global High Yield Bonds

2%

1%

4%

0%

Global High Yield Bonds

Japan Equities
Asia ex Japan Equities
Cash

Risk Level 4: Aggressive

APAC ex JP / Emerging Market Bonds
US Equities

30%

0%

Europe Equities

10%

-1%

5%

0%

17%

0%

GEM ex-Asia

3%

0%

Hedge Funds

19%

0%

Weight

Change (QoQ)

US Equities

37%

1%

Europe Equities

13%

-1%

6%

0%

Japan Equities
Asia ex Japan Equities

Risk Level 5/6: Very Aggressive / Specialized

Japan Equities

21%

0%

GEM ex-Asia

3%

0%

Hedge Funds

20%

0%

Asia ex Japan Equities
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Asia Model Portfolio
This section shows the revisions to asset allocations decided by Citibank Asia Model Portfolio Committee on 16 December 2016.
Citibank’s Asia Model Portfolios provide a guide to possible diversification of investment portfolios and serve as an asset allocation
reference tool both for periodic evaluation and prospective investments. Citibank Model Portfolios are developed by Citibank’s inhouse Global and Regional investment specialists to cater to investors with various risk profiles (based on Citibank’s risk assessment)
and provide them with:
•
Diversified asset allocations, made uniquely relevant for Asian investors
•
Up-to-date asset allocations which are reviewed and revised periodically by Citibank’s Research teams to reflect changing
market conditions in respect of relevant asset classes
•
Access to our best-in-class research from the Global Investment Committee
It is important to note that while Citibank Model Portfolios represent Citibank’s best thinking in terms of asset allocation and
diversification, they serve only as a guideline for investors based on certain risk profiles. Market movements, changing market views,
time horizons and liquidity constraints (among others) may result in a portfolio’s asset allocation deviating from the model allocation.
Citibank does not monitor and/or manage individual customer portfolios. For a long term investor, it is advantageous to diversify
his/her investment portfolio and consider using Citibank Model Portfolios as a reference in diversification reviews. The suggested
allocations are intended to be general in nature and are not to be construed as specific investment advice. Investors are encouraged
to consult with their Relationship Managers to determine their allocation needs based on their risk tolerance, suitability and goals.

Model Portfolio Disclaimers
Investment products are (a) not insured by any government agency; (b) not a deposit or other obligation of, or guaranteed by, the
depository institution; and (c) subject to investment risks, including possible loss of the principal amount invested. Past performance is
not indicative of future results: prices can go up or down.
This is neither an offer nor solicitation to purchase or sell any security, other investment or service or to attract any funds or deposits.
This document does not constitute the distribution of any information or the making of any offer or solicitation by any one in any
jurisdiction in which such distribution or offer is not authorized or to any person to whom it is unlawful to distribute such document or
make any offer or solicitation. Investors investing in investment products denominated in non-local currency should be aware of the
risk of exchange rate fluctuations that may cause a loss of principal. Investment products are not available to US Persons and may
not be available in all jurisdictions.
Portfolio diversification is an important element for an investor to consider when making investment decisions. Concentrated positions
may entail greater risks than a diversified portfolio. Certain factors that affect the assessment of whether your overall investment
portfolio is sufficiently diversified may not be evident from a review of only your account with Citibank. It therefore is important that you
carefully review your entire investment portfolio to ensure that it meets your investment goals and is within your risk tolerance,
including your objectives for asset and issuer diversification. To discuss your asset allocations and potential strategies to reduce the
risk and/or volatility of a concentrated position, please contact your personal banker/relationship manager.
Citibank’s Model Portfolio is not a program or offering, but is a diversification tool that is meant for reference purposes only. Model
Portfolios are: (i) not binding on the part of the customers; (ii) not monitored by Citibank with respect to customers’ individual
investment holdings; and (iii) not personalized to the specific needs of any individual customer. Citibank’s Model Portfolios are not
available to US Persons and may not be available in all jurisdictions.
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Disclaimer
“Citi analysts” refers to investment professionals within Citi Research (“CR”), Citi Global Markets Inc. (“CGMI”) and voting members of
the Citi Global Investment Committee. Citibank N.A. and its affiliates / subsidiaries provide no independent research or analysis in the
substance or preparation of this document.
The information in this document has been obtained from reports issued by CGMI. Such information is based on sources CGMI
believes to be reliable. CGMI, however, does not guarantee its accuracy and it may be incomplete or condensed. All opinions and
estimates constitute CGMI's judgment as of the date of the report and are subject to change without notice. This document is for
general information purposes only and is not intended as a recommendation or an offer or solicitation for the purchase or sale of any
security or currency. No part of this document may be reproduced in any manner without the written consent of Citibank N.A.
Information in this document has been prepared without taking account of the objectives, financial situation, or needs of any particular
investor. Any person considering an investment should consider the appropriateness of the investment having regard to their
objectives, financial situation, or needs, and should seek independent advice on the suitability or otherwise of a particular investment.
Investments are not deposits, are not obligations of, or guaranteed or insured by Citibank N.A., Citigroup Inc., or any of their affiliates
or subsidiaries, or by any local government or insurance agency, and are subject to investment risk, including the possible loss of the
principal amount invested. Investors investing in funds denominated in non-local currency should be aware of the risk of exchange
rate fluctuations that may cause a loss of principal. Past performance is not indicative of future performance, prices can go up or
down. Some investment products (including mutual funds) are not available to US persons and may not be available in all
jurisdictions. Investors should be aware that it is his/her responsibility to seek legal and/or tax advice regarding the legal and tax
consequences of his/her investment transactions. If an investor changes residence, citizenship, nationality, or place of work, it is
his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all applicable
laws and regulations as and when such becomes applicable. Citibank does not provide legal and/or tax advice and is not responsible
for advising an investor on the laws pertaining to his/her transaction.
Citi Research (CR) is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect
the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. For more
information, please refer to https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures

Country Specific Disclosures
Australia
This document is distributed in Australia by Citigroup Pty Limited ABN 88 004 325 080, AFSL No. 238098, Australian credit licence
238098. Any advice is general advice only. It was prepared without taking into account your objectives, financial situation, or needs.
Before acting on this advice you should consider if it's appropriate for your particular circumstances. You should also obtain and
consider the relevant Product Disclosure Statement and terms and conditions before you make a decision about any financial product,
and consider if it’s suitable for your objectives, financial situation, or needs. Investors are advised to obtain independent legal,
financial, and taxation advice prior to investing. Past performance is not an indicator of future performance. Investment products are
not available to US people and may not be available in all jurisdictions.
Bahrain
This document is distributed in Bahrain by Citibank, N.A., Bahrain. Citibank, N.A., Bahrain, may in its sole and absolute discretion
provide various materials relating to the securities for information purposes only. Citibank, N.A., Bahrain is licensed by the Central
Bank of Bahrain as a Conventional Retail Bank and is bound by the CBB’s regulations and licensing conditions with regards to
products and services provided by Citibank, N.A. Bahrain. These terms are governed by and shall be construed in accordance with
the laws of the Kingdom of Bahrain. The Customer irrevocably agrees that the civil courts in the Bahrain shall have non-exclusive
jurisdiction to hear and determine any suit, action or proceeding and to settle any disputes which may arise out of or in connection
with these Terms and Conditions and for such purposes the Customer irrevocably submits to the jurisdiction of such courts.
Investment products are not insured by government or governmental agencies. Investment and Treasury products are subject to
Investment risk, including possible loss of principal amount invested. Past performance is not indicative of future results: prices can go
up or down. Investors investing in investments and/or treasury products denominated in foreign (non-local) currency should be aware
of the risk of exchange rate fluctuations that may cause loss of principal when foreign currency is converted to the investors’ home
currency. Investment and Treasury products are not available to U.S. persons. All applications for investments and treasury products
are subject to Terms and Conditions of the individual investment and Treasury products. Customer understands that it is his/her
responsibility to seek legal and/or tax advice regarding the legal and tax consequences of his/her investment transactions. If customer
changes residence, citizenship, nationality, or place of work, it is his/her responsibility to understand how his/her investment
transactions are affected by such change and comply with all applicable laws and regulations as and when such becomes applicable.
Customer understands that Citibank does not provide legal and/or tax advice and are not responsible for advising him/her on the laws
pertaining to his/her transaction. Citibank Bahrain does not provide continuous monitoring of existing customer holdings.
Hong Kong
This document is distributed in Hong Kong by Citibank (Hong Kong) Limited ("CHKL"). Prices and availability of financial instruments
can be subject to change without notice. Certain high-volatility investments can be subject to sudden and large falls in value that could
equal the amount invested.
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Country Specific Disclosures
India
This document is distributed in India by Citibank N.A. Investment are subject to market risk including that of loss of principal amounts
invested. Products so distributed are not obligations of, or guaranteed by, Citibank and are not bank deposits. Past performance does
not guarantee future performance. Investment products cannot be offered to US and Canada Persons. Investors are advised to read
and understand the Offer Documents carefully before investing.
Indonesia
This report is made available in Indonesia through Citibank N.A., Indonesia Branch. Citibank N. A., is a bank that is licensed,
registered and supervised by the Indonesia Financial Services Authority (OJK).
Korea
This document is distributed in South Korea by Citibank Korea Inc. Investors should be aware that investment products are not
guaranteed by the Korea Deposit Insurance Corporation and are subject to investment risk including the possible loss of the principal
amount invested. Investment products are not available to US persons.
Malaysia
This document is distributed in Malaysia by Citibank Berhad.
People's Republic of China
This document is distributed by Citibank (China) Co., Ltd in the People's Republic of China (excluding the Special Administrative
Regions of Hong Kong and Macau, and Taiwan).
Philippines
This document is made available in Philippines by Citicorp Financial Services and Insurance Brokerage Phils. Inc, and Citibank N.A.
Philippine Branch. Investors should be aware that Investment products are not insured by the Philippine Deposit Insurance
Corporation or Federal Deposit Insurance Corporation or any other government entity.
Singapore
This report is distributed in Singapore by Citibank Singapore Limited (“CSL”). Investment products are not insured under the
provisions of the Deposit Insurance and Policy Owners’ Protection Schemes Act of Singapore and are not eligible for deposit
insurance coverage under the Deposit Insurance Scheme.
Thailand
This document contains general information and insights distributed in Thailand by Citigroup and is made available in English
language only. Citi does not dictate or solicit investment in any specific securities and similar products. Investment contains certain
risk, please study prospectus before investing. Not an obligation of, or guaranteed by, Citibank. Not bank deposits. Subject to
investment risks, including possible loss of the principal amount invested. Subject to price fluctuation. Past performance does not
guarantee future performance. Not offered to US persons.
Vietnam
This document is distributed in Vietnam by Citibank, N.A., - Ho Chi Minh City Branch and Citibank, N.A. - Hanoi Branch, licensed
foreign bank’s branches regulated by the State Bank of Vietnam. Investment contains certain risk, please study product’s prospectus,
relevant disclosures and disclaimers and the terms and conditions for details before investing. Investment products are not offered to
US persons.
United Kingdom
This document is distributed in U.K. by Citibank Europe plc, UK Branch. The registered address in the UK is Citibank Centre, Canada
Square, Canary Wharf, London E14 5LB. Citibank Europe plc, UK Branch is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
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