Citi Global Wealth

Investments

AR .

May 3, 2023

N

citl

Global Fixed Income Strategy

Rates back to 2007 levels | FOMC raises Fed
Funds rate by 25bps to 5.25%

Bruce Harris
Head, Global Fixed
Income Strategy

Steven Wieting
Chief Investment
Strategist and Chief
Economist

Joseph Kaplan
Senior Fixed Income
Strategist

At their May meeting, in a unanimous vote the Federal Open Market Committee (FOMC)
raised the Fed Funds Target Rate range by 25 bps to 5.00-5.25%, as expected by the
market. This brings the target rate — and perhaps the terminal rate of the cycle — to right
on top of the median dot plot expectation from the March meeting (5.125%).

As they did last month, the FOMC statement noted banking system stress, although it actually
brought forward “tighter credit conditions” to being a current situation as opposed to a
prospective one: “The U.S. banking system is sound and resilient. Tighter credit conditions for
households and businesses are likely to weigh on economic activity, hiring, and inflation. The
extent of these effects remains uncertain. The Committee remains highly attentive to inflation
risks.”

This is possibly a “dovish pause”, but the FOMC statement and Chairman Powell’s
subsequent press conference were ambiguous. The Federal Reserve omitted language
from the previous FOMC statement that “some additional policy firming may be
appropriate”. Instead, going forward the FOMC “will take into account the cumulative
tightening of monetary policy, the lags with which monetary policy affects economic
activity and inflation, and economic and financial developments.” This shift in language
provides the Fed with more optionality to perhaps adopt more of a balance-of-risks
approach to further rate hikes, but it didn’t take them off the table.

This marks the highest Fed Funds rate since August 2007, which at the time was the peak
rate of the cycle before the Fed proceeded to cut rates down to near-zero (Figure 1).

For now, the markets have priced out any further rate hikes for the year, though Powell
specifically noted in his press conference that “a decision on a pause was not made
today”, but that the Fed is close to and “possibly at” a sufficiently restrictive rate level.

The Federal Reserve’s “quantitative tightening” program continues balance sheet reduction
every month, primarily through Treasuries. The Fed’s holdings of securities outright have
declined since the summer of 2022 by almost $650bn from $8.48T to $7.85T as of April 27th. But
following the start of the U.S regional banking crisis in mid-March, an additional $328bn of the
Fed’s balance sheet is being used as banks sought liquidity by pledging securities for cash loans
through various Fed lending programs such as the Discount Window, the new Bank Term
Funding Program, and loans to depository institutions established by the FDIC. (We do not view
these programs as providing new, durable liquidity, but rather as temporary loans and are
generally secured by collateral from the borrower).

The bond market rallied slightly on the initial announcement as more rate cuts were priced into
the curve, with year-end Fed Funds now priced at around 4.40% (Figure 2). The Treasury yield
curve remains deeply inverted, but the degree of inversion has moderated over the past few
months. 2-year Treasury yields at 3.93% are now only about 54bps higher than 10-year
Treasury yields, down from over 110bps just two months ago right before the banking crisis
(Figure 3). While an inverted yield curve typically precedes a recession with some lag (6-18
months), the subsequent re-steepening of that inverted curve has often signaled that recession
risk has risen in the near-term (Figure 4). Equity market reaction was very muted initially.
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Figure 1: Fed Funds Target Rate (Upper Bound)
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Source: Bloomberg as May 3, 2023. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent
the performance of any specific investment. Past performance is no guarantee of future results. Real results may vary. All forecasts are expressions of opinion, are subject to
change without notice, and are not intended to be a guarantee of future events.

Figure 2: Fed Funds forward curve Figure 3: US yield curve, current vs March 8th
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Figure 4: US Treasury yield curve, 2s10s
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Our takeaway:

Going into its two-day meeting this week, the Fed found itself deliberating once again right on the heels of another
bank failure. This time it was First Republic Bank, the 14" largest bank in the US by total assets ($229 billion as of 4/13/23).
First Republic became the second-largest bank failure in US history, beating out Silicon Valley Bank (SVB) previously in second
place which had entered receivership only a few months before ($167 billion in total assets). In addition to these failures,
regional banks stocks (as measured by an ETF) were lower on the week through Tuesday by 9%, with several smaller regional
bank equities down this week by over 20%. The Fed had indicated last meeting (see our last Fed update: Keep Calm and
Cautiously Hike On) that within the context of its overarching goal of bringing down inflation, the previous bank failures of SVB
and Signature Bank were primarily viewed as effectively adding some degree of additional monetary tightening, rather than as a
cautionary tale that monetary tightening was already overly restrictive.

The Fed today decided to hike by 25bps again, and while softening its stance on future rate hikes, it nevertheless
communicated as it so often has that it would be “guided by data” for future rate hikes. Similarly, it has no plans to
reduce its monthly Quantitative Tightening (QT) target of $95bn per month. But the costs of its policies are growing quickly, and
one would presume that the more the Fed hikes (and engages in QT) at this stage the more damage to the economy it will
ultimately transmit. In addition, this meeting did nothing to change the Fed’s public view of the simmering stresses
affecting (primarily) regional banks. If anything, Powell seemed to downplay the most recent turbulence, stating
“banking sector conditions have broadly improved” since early March.

Put simply, for the Fed the regional banking crisis is not yet — in and of itself - a sufficient reason to pause future rate hikes if
deemed appropriate, given other economic conditions. That being said, the Fed did leave open the door that they may be done
hiking rates — yet once again abandoned any real forward guidance by almost mechanically tying their policy going forward to
monthly inflation rates and employment prints (as well as presumably banking conditions), rather than attempting to adjudicate a
reasonable projection of how its current policies might impact that data in the near future. Powell noted that a “data-
dependent approach” will be used to determine the need for more rate hikes, with decisions on a meeting-by-meeting
basis, “but we are prepared to do more” and “we are no longer saying that we anticipate, we will be driven by data.”

This “keep calm and hike on” attitude of the Fed is somewhat disconcerting, as the Fed actually explicitly stated today that
monetary policy is both cumulative and operates with a time lag. Now that it appears the monetary tightening is starting to
have a meaningful impact, it is worth considering the history of the market the last time the Fed held rates at 5.25% in
2007. Although there are many, many difference between now and then, the precipitating “event” of the Great Financial Crisis
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was not Lehman’s bankruptcy in October of 2008, it was when two Bear Stearns sponsored collateralized debt obligation funds
couldn’t roll their short-term funding and had to be provided loans by Bear in June of 2007 (Bear went on to fail in March of
2008). Shortly after Bear’s bailout of its funds, the FOMC in August of 2007 made a very brief mention of increased financial
turbulence stating: “Financial markets have been volatile in recent weeks, credit conditions have become tighter for some
households and businesses, and the housing correction is ongoing.” However, in justifying their decision at the time to keep
rates at 5.25%, the FOMC went on to say: “Although the downside risks to growth have increased somewhat, the Committee's
predominant policy concern remains the risk that inflation will fail to moderate as expected. Future policy adjustments will
depend on the outlook for both inflation and economic growth, as implied by incoming information.” This sounds somewhat
similar to today’s statement. For the record, the Fed went on to start cutting rates at its next meeting in September and didn’t
stop cutting until they reached zero in December 2008.

To be clear, we do not think this recent turbulence in banks will metastasize into another major financial crisis. For the
larger banks especially, there are major differences between today and 2007 in terms of asset quality, breadth of bank business
lines, levels of capitalization, etc. But there is nevertheless important “information” being conveyed by this current regional bank
stress, and that is simply that rates are now a point where some group of “weaker” leveraged entities are at risk of failing due to
their own particular business models — and the question becomes “which ones”? The reaction in bank equities the last few days
suggests that many participants may be willing to sell first and ask questions later — meaning that this price action risks
becoming a more systemic market liquidity issue as investors eschew the sector altogether. Accordingly, if this crisis gets
worse, the Fed is going to need to more explicitly acknowledge “financial dominance” in its reaction function calculation than they
have thus far: i.e., that central banks’ first duty is to protect the stability of the financial system.

In our view it is unfortunate that the Fed did not pause today and went ahead and hiked, but as we said after the last
FOMC meeting, perhaps the Fed is trying to avoid the appearance of undue concern. Powell did address the banking
stress, but it is unclear if his comments will prove to have been helpful. Powell’s comment that the “3 banks” resolved
were at the heart of the original contagion and that First Republic’s sale was an “important step” toward ending the
turmoil is a risky one that may cause market concern since the stress does not appear to be fully resolved.

Indeed, Powell actually stated at his press conference that “monetary policy tools and financial stability tools are not in conflict.”
However, that doesn’t seem to be entirely accurate. The Fed ‘s policies and various programs are having numerous
contradictory impacts at these extremely high interest rate levels. While much has been made of the negative impact of higher
yields on banks’ high-quality securities holdings, the higher Fed Funds rate impact is becoming especially apparent in the
Overnight Reverse Repo Program (ON RRP). This program was started back in April of 2021. It was designed to allow money
market funds — who at this time of massive quantitative easing (QE) in 2021 had nowhere to invest their cash since banks were
turning away deposits — to in effect deposit their funds back at the Federal Reserve and receive a rate above 0% (yes, T-bills at
one point that spring briefly traded below 0%). Crucially, the rate on the RRP was set at 20bps below the “upper band” of the
Fed Funds rate (so today for example the RRP rate is now 5.05%). Naturally, as rates have risen, money market funds have
flocked to use this program and it has grown to over $2 trillion in size (Figure 5). In effect, the program is now likely creating
some degree of competition at the margin for bank deposits since the rate is so high. The funding is overnight, and it is
(presumably) “risk-free” since the borrower is the Federal Reserve itself. Perhaps growing somewhat alarmed at the arbitrage
implications, the Fed actually stated on April 25™ in a little-noticed announcement that it would not accept new funds whose sole
purpose was to invest in the RRP: “expectations and eligibility criteria for Reverse Repo (RRP) counterparties have been
updated to clarify that accessing RRP operations should be a natural extension of an existing business model, and the
counterparty should not be organized for the purpose of accessing RRP operations.”

The RRP likely acts as a drain of sorts on bank deposits but given the impending US debt ceiling “X-date” sometime likely in
early summer (the day when the US Treasury’s cash reserves run out), it's possible that the RRP will attract even more funding
from money market funds trying to avoid owning T-bills that mature near this X-date. Certainly, T-bill yields maturing before the
expected X-date are trading at yields well below Fed Funds (and the RRP) while yields in the expected X-date window have
started to jump higher (Figure 6). At one-point last week 1-month bills were paying 170bps less than 3-month bills, the largest
difference ever. In the last few days, bills maturing in June and July have shot up in yield, with June 6™ T-bill currently sitting at
around a 5.5% yield. We think the US government will come to an agreement on raising the debt ceiling in time, but there will
likely continue to be significant volatility in these very short-dated T-bill prices until they do.

Citi Global Wealth Investments | Global Fixed Income Strategy | 4



Figure 5: Fed’s Overnight Reverse Repo Facility Figure 6: Selected US Treasury Bill yields, by
maturity date
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There are many implications of the current Fed outlook for fixed income investors. First, while we ultimately believe the 10y yield
will decline by year-end to near a 3% rate (vs 3.39% today), rates at the longer end may stabilize and actually move slightly
higher for some time if banking stresses recede near term, as that might bring another rate hike into view and/or reduce
the chance of rate cuts later this year. While this is more of a “tactical” shorter-term view, current pricing in the Treasury
market likely reflects considerable “fear premium”. This would argue for adding intermediate duration in the 1-5-year area
for now, with the shorter-end (1 year) offering the most yield. Should there be a sudden “risk event”, total return for longer-
term Treasuries might outperform shorter-term Treasuries, but it is also possible (and perhaps even more likely) that the “front-
end” of the yield curve would benefit considerably from a rapid pricing of expected Fed rate cuts of even more than are already
priced. That being said, for clients who do not have any longer-term duration, we would suggest they consider adding
in order to have a “blended” overall duration for their core fixed income holdings closer to around a 5-year area.

Our view of a 3% 10y at year-end is more premised on two macroeconomic expectations of our Strategy team. First,
that inflation trends lower by year-end toward 3.5%, allowing the Fed to not only “pause” its rate hikes but also consider rate cuts
with less concern about possibly re-spiking inflation after the cuts. Second, the team expects a high chance of recession in the
second half of 2023. We expect this recession to be mild, but nevertheless to increase unemployment above 5% from its current
3.5% level. If these events transpire, we think the Fed will begin cutting rates by the fall, perhaps by as much as 100bps
or more by year-end, with cuts most likely in the 4" quarter. The market is currently pricing about 75bps of cuts by the
12/16/23 meeting to a level of about 4.40%.

Second, because of recessionary concerns investors should consider higher credit-quality corporate bonds (or municipal bonds,
for tax advantaged investors), whose spreads have risen considerably due to bank stress and so continue to offer much higher
yield now vs expected inflation (Figure 7). Because we expect only a mild recession, for clients who are aware of the risks
they might consider adding corporate bonds with rating levels as low as BB. This credit rating segment offers spreads
of about 300bps currently on average, almost 130bps pickup vs BBB-rated bonds (Figure 8).
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Figure 7: US IG corp and Muni Yields vs BE Rate Figure 8: US corp bond spready by credit quality
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choose to borrow money at a lower interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose
the interest payments from the investment and will be forced to reinvest in a market where prevailing interest rates are lower than when the
initial investment was made.

Bond rating equivalence
Alpha and/or numeric symbols used to give indications of relative credit quality. In the municipal market, these designations are published by
the rating services. Internal ratings are also used by other market participants to indicate credit quality.

Bond credit quality ratings Rating agencies

Credit risk Moody's' Standard and Poor’s? Fitch Ratings?
Investment Grade

Highest quality Aaa AAA AAA
High quality (very strong) Aa AA AA
Upper medium grade (Strong) A A A
Medium grade Baa BBB BBB
Not Investment Grade

Lower medium grade (somewhat speculative) Ba BB BB
Low grade (speculative) B B B
Poor gquality (may default) Caa CcCC CccC
Most speculative Ca CcC cC
No interest being paid or bankruptcy petition filed C D

In default C D

1 The ratings from Aa to Ca by Moody's may be modified by the addition of a1, 2, or 3 to show relative standing within the category.
2 Theratings from AA to CC by Standard and Poor’s and Fitch Ratings may be modified by the addition of a plus or a minus to show relative standing
within the category.

(MLP’s) - Energy Related MLPs May Exhibit High Volatility. While not historically very volatile, in certain market environments Energy
Related MLPS may exhibit high volatility.

Changes in Regulatory or Tax Treatment of Energy Related MLPs. If the IRS changes the current tax treatment of the master limited
partnerships included in the Basket of Energy Related MLPs thereby subjecting them to higher rates of taxation, or if other regulatory
authorities enact regulations which negatively affect the ability of the master limited partnerships to generate income or distribute dividends
to holders of common units, the return on the Notes, if any, could be dramatically reduced. Investment in a basket of Energy Related MLPs
may expose the investor to concentration risk due to industry, geographical, political, and regulatory concentration.

Mortgage-backed securities ("MBS"), which include collateralized mortgage obligations ("CMOs"), also referred to as real estate mortgage
investment conduits ("REMICs"), may not be suitable for all investors. There is the possibility of early return of principal due to mortgage
prepayments, which can reduce expected yield and result in reinvestment risk. Conversely, return of principal may be slower than initial
prepayment speed assumptions, extending the average life of the security up to its listed maturity date (also referred to as extension risk).

Additionally, the underlying collateral supporting non-Agency MBS may default on principal and interest payments. In certain cases, this
could cause the income stream of the security to decline and result in loss of principal. Further, an insufficient level of credit support may



result in a downgrade of a mortgage bond's credit rating and lead to a higher probability of principal loss and increased price volatility.
Investments in subordinated MBS involve greater credit risk of default than the senior classes of the same issue. Default risk may be
pronounced in cases where the MBS security is secured by, or evidencing an interest in, a relatively small or less diverse pool of underlying
mortgage loans.

MBS are also sensitive to interest rate changes which can negatively impact the market value of the security. During times of heightened
volatility, MBS can experience greater levels of illiquidity and larger price movements. Price volatility may also occur from other factors
including, but not limited to, prepayments, future prepayment expectations, credit concerns, underlying collateral performance and technical
changes in the market.

Alternative investments referenced in this report are speculative and entail significant risks that can include losses due to leveraging or
other speculative investment practices, lack of liquidity, volatility of returns, restrictions on transferring interests in the fund, potential lack of
diversification, absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation
and higher fees than mutual funds and advisor risk.

Asset allocation does not assure a profit or protect against a loss in declining financial markets.

The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not
represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower
performance.

Past performance is no guarantee of future results.

International investing entails greater risk, as well as greater potential rewards compared to US investing. These risks include political and
economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging
markets, since these countries may have relatively unstable governments and less established markets and economics.

Investing in smaller companies involves greater risks not associated with investing in more established companies, such as business risk,
significant stock price fluctuations and illiquidity.

Factors affecting commodities generally, index components composed of futures contracts on nickel or copper, which are industrial metals,
may be subject to a number of additional factors specific to industrial metals that might cause price volatility. These include changes in the
level of industrial activity using industrial metals (including the availability of substitutes such as manmade or synthetic substitutes);
disruptions in the supply chain, from mining to storage to smelting or refining; adjustments to inventory; variations in production costs,
including storage, labor and energy costs; costs associated with regulatory compliance, including environmental regulations; and changes
in industrial, government and consumer demand, both in individual consuming nations and internationally. Index components concentrated
in futures contracts on agricultural products, including grains, may be subject to a number of additional factors specific to agricultural
products that might cause price volatility. These include weather conditions, including floods, drought and freezing conditions; changes in
government policies; planting decisions; and changes in demand for agricultural products, both with end users and as inputs into various
industries.

The information contained herein is not intended to be an exhaustive discussion of the strategies or concepts mentioned herein or tax or
legal advice. Readers interested in the strategies or concepts should consult their tax, legal, or other advisors, as appropriate.

Diversification does not guarantee a profit or protect against loss. Different asset classes present different risks.

Citibank, N.A., Hong Kong / Singapore organized under the laws of U.S.A. with limited liability. This communication is distributed in
Hong Kong by Citi Private Bank operating through Citibank N.A., Hong Kong Branch, which is registered in Hong Kong with the Securities
and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type
9 (asset management) regulated activities with CE No: (AAP937) or in Singapore by Citi Private Bank operating through Citibank, N.A.,
Singapore Branch which is regulated by the Monetary Authority of Singapore. Any questions in connection with the contents in this
communication should be directed to registered or licensed representatives of the relevant aforementioned entity. The contents of this
communication have not been reviewed by any regulatory authority in Hong Kong or any regulatory authority in Singapore. This
communication contains confidential and proprietary information and is intended only for recipient in accordance with accredited investors
requirements in Singapore (as defined under the Securities and Futures Act (Chapter 289 of Singapore) (the “Act” )) and professional
investors requirements in Hong Kong(as defined under the Hong Kong Securities and Futures Ordinance and its subsidiary legislation).
For regulated asset management services, any mandate will be entered into only with Citibank, N.A., Hong Kong Branch and/or Citibank,
N.A. Singapore Branch, as applicable. Citibank, N.A., Hong Kong Branch or Citibank, N.A., Singapore Branch may sub-delegate all or part
of its mandate to another Citigroup affiliate or other branch of Citibank, N.A. Any references to named portfolio managers are for your
information only, and this communication shall not be construed to be an offer to enter into any portfolio management mandate with any
other Citigroup affiliate or other branch of Citibank, N.A. and, at no time will any other Citigroup affiliate or other branch of Citibank, N.A. or
any other Citigroup affiliate enter into a mandate relating to the above portfolio with you. To the extent this communication is provided to
clients who are booked and/or managed in Hong Kong: No other statement(s) in this communication shall operate to remove, exclude or
restrict any of your rights or obligations of Citibank under applicable laws and regulations. Citibank, N.A., Hong Kong Branch does not



intend to rely on any provisions herein which are inconsistent with its obligations under the Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission, or which mis-describes the actual services to be provided to you.

Citibank, N.A. is incorporated in the United States of America and its principal regulators are the US Office of the Comptroller of Currency
and Federal Reserve under US laws, which differ from Australian laws. Citibank, N.A. does not hold an Australian Financial Services
License under the Corporations Act 2001 as it enjoys the benefit of an exemption under ASIC Class Order CO 03/1101 (remade as ASIC
Corporations (Repeal and Transitional) Instrument 2016/396 and extended by ASIC Corporations (Amendment) Instrument 2022/623).

In the United Kingdom, Citibank N.A., London Branch (registered branch number BR001018), Citigroup Centre, Canada Square, Canary
Wharf, London, E14 5LB, is authorized and regulated by the Office of the Comptroller of the Currency (USA) and authorized by the
Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation
Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request. The contact
number for Citibank N.A., London Branch is +44 (0)20 7508 8000.

Citibank Europe plc (UK Branch) is a branch of Citibank Europe plc, which is authorised and regulated by the Central Bank of Ireland and
the European Central Bank. Authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority
are available from us on request. Citibank Europe plc, UK Branch is registered as a branch in the register of companies for England and
Wales with registered branch number BR017844. Its registered address is Citigroup Centre, Canada Square, Canary Wharf, London E14
5LB. VAT No.: GB 429 6256 29. Citibank Europe plc is registered in Ireland with number 132781, with its registered office at 1 North Wall
Quay, Dublin 1. Citibank Europe plc is regulated by the Central Bank of Ireland. Ultimately owned by Citigroup Inc., New York, USA.

Citibank Europe plc, Luxembourg Branch, registered with the Luxembourg Trade and Companies Register under number B 200204, is a
branch of Citibank Europe plc. It is subject to the joint supervision of the European Central bank and the Central Bank of Ireland. It is
furthermore subject to limited regulation by the Commission de Surveillance du Secteur Financier (the CSSF) in its role as host Member
State authority and registered with the CSSF under number BO0000395. Its business office is at 31, Z.A. Bourmicht, 8070 Bertrange,
Grand Duchy of Luxembourg. Citibank Europe plc is registered in Ireland with company registration number 132781. It is regulated by the
Central Bank of Ireland under the reference number C26553 and supervised by the European Central Bank. Its registered office is at 1
North Wall Quay, Dublin 1, Ireland.

This document is communicated by Citibank (Switzerland) AG, which has its registered address at Hardstrasse 201, 8005 Zurich, Citibank
N.A., Zurich Branch, which has its registered address at Hardstrasse 201, 8005 Zurich, or Citibank N.A., Geneva Branch, which has its
registered address at 2, Quai de la Poste, 1204 Geneva. Citibank (Switzerland) AG and Citibank, N.A., Zurich and Geneva Branches are
authorised and supervised by the Swiss Financial Supervisory Authority (FINMA).

In Jersey, this document is communicated by Citibank N.A., Jersey Branch which has its registered address at PO Box 104, 38 Esplanade,
St Helier, Jersey JE4 8QB. Citibank N.A., Jersey Branch is regulated by the Jersey Financial Services Commission. Citibank N.A. Jersey
Branch is a participant in the Jersey Bank Depositors Compensation Scheme. The Scheme offers protection for eligible deposits of up to
£50,000. The maximum total amount of compensation is capped at £100,000,000 in any 5-year period. Full details of the Scheme and
banking groups covered are available on the States of Jersey website www.gov.je/dcs, or on request.

In Canada, Citi Private Bank is a division of Citibank Canada, a Schedule Il Canadian chartered bank. References herein to Citi Private
Bank and its activities in Canada relate solely to Citibank Canada and do not refer to any affiliates or subsidiaries of Citibank Canada
operating in Canada. Certain investment products are made available through Citibank Canada Investment Funds Limited (“CCIFL”), a
wholly owned subsidiary of Citibank Canada. Investment Products are subject to investment risk, including possible loss of principal amount
invested. Investment Products are not insured by the CDIC, FDIC or depository insurance regime of any jurisdiction and are not guaranteed
by Citigroup or any affiliate thereof.

This document is for information purposes only and does not constitute an offer to sell or a solicitation of an offer to buy any securities to
any person in any jurisdiction. The information set out herein may be subject to updating, completion, revision, verification and amendment
and such information may change materially.

Citigroup, its affiliates and any of the officers, directors, employees, representatives or agents shall not be held liable for any direct, indirect,
incidental, special, or consequential damages, including loss of profits, arising out of the use of information contained herein, including
through errors whether caused by negligence or otherwise.

CCIFL is not currently a member and does not intend to become a member of the Mutual Fund Dealers Association of Canada (“MFDA”);
consequently, clients of CCIFL will not have available to them investor protection benefits that would otherwise derive from membership of
CCIFL in the MFDA, including coverage under any investor protection plan for clients of members of the MFDA.



Global Consumer Bank (Asia Pacific and EMEA):

“Citi analysts” refer to investment professionals within Citi Research (“CR”), Citi Global Markets Inc. (“CGMI”), Citi Global Wealth
Investments (“CGWI”) 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 and CGWI. Such information is based on sources CGMI
and CGWI believe to be reliable. CGMI and CGWI, however, do not guarantee its accuracy and it may be incomplete or condensed. All
opinions and estimates constitute CGMI and CGW!I'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. Investment products are not available
to US persons. 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.

Market Specific Disclosures

Hong Kong: This This communication is distributed in Hong Kong by Citibank (Hong Kong) Limited ("CHKL") and/or Citibank, N.A., Hong
Kong Branch (“CBNA HK”, Citibank, N.A. is organized under the laws of U.S.A. with limited liability). CHKL and CBNA HK provide no
independent research or analysis in the substance or preparation of this communication. Although information in this communication has
been obtained from sources believed to be reliable, CHKL and CBNA HK do not guarantee its accuracy or completeness and accept no
liability for any direct or consequential losses arising from its use.

This communication is for general information only, is not intended as a recommendation or an offer or solicitation for the purchase or sale
of any products or services and should not be relied upon as financial advice. The information herein has not taken account of the
objectives, financial situation or needs of any particular investor. Any person considering an investment should consider the suitability of the
investment having regard to their objectives, financial situation and needs, and should seek independent advice before making an
investment decision. You should obtain and consider the relevant product terms and conditions and risk disclosure statement, and consider
if it's suitable for your objectives, financial situation or needs before making any investment decision. Investors are advised to obtain
independent legal, financial and taxation advice prior to investing. Investments are not deposits, are not protected by the Deposit Protection
Scheme in Hong Kong and are subject to investment risk including the possible loss of the principal amount invested.

This communication does not constitute the distribution of any information in any jurisdiction in which it is unlawful to distribute such
information to any person in such jurisdiction.

CHKL does not provide discretionary portfolio management services.

Singapore: This communication is distributed in Singapore by Citibank Singapore Limited (“CSL”) to selected Citigold/Citigold Private
Clients. CSL provides no independent research or analysis of the substance or in preparation of this communication. 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
communication. 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.

This communication is for general information only and should not be relied upon as financial advice. The information herein has no regard
to the specific objectives, financial situation and particular needs of any specific person and is not intended to be an exhaustive discussion
of the strategies or concepts mentioned herein or tax or legal advice. Any person interested in the strategies or concepts mentioned herein
should consult their independent tax, legal, financial or other advisors, as appropriate. This communication does not constitute the
distribution of any information or the making of any offer or solicitation by anyone in any jurisdiction in which such distribution or offer is not
authorized or to any person to whom it is unlawful to distribute such information or make any offer or solicitation.


https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures

Before making any investment, each investor must obtain the investment offering materials, which include a description of the risks, fees
and expenses and the performance history, if any, which may be considered in connection with making an investment decision. Interested
investors should seek the advice of their financial adviser about the issues discussed herein as appropriate. Should investors choose not to
seek such advice, they should carefully consider the risks associated with the investment and make a determination based upon the
investor’s own particular circumstances, that the investment is consistent with the investor’s investment objectives and assess whether the
investment product is suitable for themselves. Although information in this document has been obtained from sources believed to be
reliable, CSL does not guarantee its accuracy or completeness and accept no liability for any direct or consequential losses arising from its
use.

CSL does not provide discretionary portfolio management services

Bahrain: IN BAHRAIN, CITI PRIVATE BANK OPERATES UNDER SPECIFIC APPROVAL ISSUED ON THE BASIS OF CITIBANK, N.A,,
BAHRAIN BRANCH’S BANKING LICENSE

Marketing and distribution of Investment Funds to clients in Bahrain requires Notification to the Central Bank of Bahrain and will be limited
to UHNWI as defined below. Minimum investment subscription criteria will apply for products for all subscriptions for Bahrain domiciled
clients.

Ultra-high net worth investors are:

(a) Individuals who have a minimum net worth (or joint net worth with their spouse) of USD 25 million or more;

(b) Companies, partnerships, trusts or other commercial undertakings, which have financial assets available for investment of not less than
USD 25 million; or

(c) Governments, supranational organisations, central banks or other national monetary authorities, and state organisations whose main
activity is to invest in financial instruments (such as state pension funds).

UAE: This document is distributed in UAE by Citibank, N.A. UAE. Citibank N.A. UAE is licensed by UAE Securities and Commaodities
Authority (“SCA”) to undertake the financial activity as Promoter under license number 602003.

Citibank N.A. UAE is registered with Central Bank of UAE under license numbers BSD/504/83 for Al Wasl Branch Dubai, 13/184/2019 for
Mall of the Emirates Branch Dubai, BSD/2819/9 for Sharjah Branch, and BSD/692/83 for Abu Dhabi Branch.

This is not an official statement of Citigroup Inc. and may not reflect all of your investments with or made through Citibank. For an accurate
record of your accounts and transactions, please consult your official statement. Before making any investment, each investor must obtain
the investment offering materials, which include a description of the risks, fees and expenses and the performance history, if any, which
may be considered in connection with making an investment decision. Each investor should carefully consider the risks associated with the
investment and make a determination based upon the investor’'s own particular circumstances, that the investment is consistent with the
investor’s investment objectives. At any time, Citigroup companies may compensate affiliates and their representatives for providing
products and services to clients.

United Kingdom: This document is distributed in the U.K. by Citibank UK Limited and in Jersey by Citibank N.A., Jersey Branch.

Citibank UK Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the
Prudential Regulation Authority. Our firm’s Financial Services Register number is 805574. Citibank UK Limited is a company limited by
shares registered in England and Wales with registered address at Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB,
Companies House Registration No. 11283101.

Citibank N.A., Jersey Branch is regulated by the Jersey Financial Services Commission. Citi International Personal Bank is registered in
Jersey as a business name of Citibank N.A. The address of Citibank N.A., Jersey Branch is P.O. Box 104, 38 Esplanade, St Helier, Jersey
JE4 8QB. Citibank N.A. is incorporated with limited liability in the USA. Head office: 399 Park Avenue, New York, NY 10043, USA.

© All rights reserved Citibank UK Limited and Citibank N.A. (2023).

© 2023 Citigroup Inc. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and
registered throughout the world.

INVESTMENT PRODUCTS: NOT FDIC INSURED - NOT CDIC INSURED -
NOT GOVERNMENT INSURED - NO BANK GUARANTEE - MAY LOSE VALUE
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