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SECTION 1 

INTRODUCTION FROM THE CIO 

Citi Wealth recently launched The Short and Long, a new platform to help navigate 
markets with more discipline and less noise. As a part of this platform, each quarterly 
report applies our framework and highlights where we see the most compelling tactical 
and strategic investment opportunities along with their potential risks. This quarter, 
we share some of our perspectives challenging conventional wisdom—on valuations, 
artificial intelligence, and global equity exposure. 

Throughout 2025, our portfolio moves reflected an evolving market landscape: adding 
where fundamentals improved, trimming where risk-reward deteriorated, and staying 
patient where long-term drivers remained intact. 

As we enter 2026, we are not prescribing wholesale changes to asset allocation or 
massive rotations. That said, our team is committed to incorporating new developments 
and data into our investment approach, and we’ll continue to update our views as they 
evolve against the fast-moving market. 
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SECTION 2 

KEY 
TAKEAWAYS 

Introduction 

Staying grounded  
in a noisy world 

Asset Allocation  
for 1Q26 

OUR POSITIONING 

01 Despite impulses to rotate with the new year, our analysis keeps us in our 
highest conviction views of balanced risk-on, underweight duration, with a 
strategic exposure to gold as a diversifier. 

02 We believe Technology and AI sectors remain critical drivers of growth given their 
superior earnings and cash flow generation. 

Explaining yesterday’s markets is easy. Positioning portfolios for what comes next is 
more challenging. Our job as investors is to understand the present and position our 
portfolios for the markets and risks ahead. This is rarely an easy task. Maintaining 
objectivity is particularly challenging in the present, when personal views can subtly 
distort how market participants interpret incoming data. 

In investing, one of the most pervasive risks is “narrative fitting.” Investors may form 
a view and then selectively emphasize data that supports it, often without realizing 
the bias. For example, if an investor believes the Federal Reserve will - or should 
- cut interest rates, they may focus on signs of labor market softness like layoff
announcements; they may ignore or dismiss broader indicators such as tax receipts,
Job Openings and Labor Turnover Survey (JOLTS), or initial jobless claims, all of which,
at the end of 2025, continue to signal a broadly stable labor market.

Objectivity is most challenging when convictions run high. But that is exactly when 
discipline and data matter most. 

So how do we stay objective? We focus on incorporating a multitude of different data 
sources to build a well-rounded picture of both the macroeconomy and markets. 
This means studying official government data, corporate earnings and business 
activity data, alternative and industry data, and constantly improving our information 
dashboards. In a dynamic world, process and flexibility are equally important. 

On the CIO team, our investment process evaluates markets through four lenses: 
macro, fundamentals, sentiment and technicals, and valuation. This helps us to 
identify tactical cross-asset opportunities while seeking to manage risks across market 
cycles. Cutting through the noise to isolate signals remains central to how we invest. 

As we start 2026, pinpointing the level of an index or a bond yield at year end is an 
impossible task. And frankly, it is not a great use of time. At the start of 2025, the 
median forecast by strategists on the Street for the S&P 500 was 6,600. After the 
April tariff announcement, strategists slashed their forecasts to 5,900 only to update 
them again after the Tech-powered market proved resilient. We believe constructing 
dynamic portfolios with core positions – rather than a shifting spot forecast – is a 
winning strategy to navigate market cycles. 

Our core positions for a balanced portfolio at the start of 2026 are as follows: 

• Balanced risk-on via equities – with a preference for the U.S. and China (within 
EM Asia), where we believe earnings growth should be the principal driver of 
returns 

• A strategic exposure to gold, reflecting late-cycle risks, policy uncertainty, and a 
desire to use real assets to balance portfolio risks 

• Underweight duration in light of resilient economic growth and a policy path that 
remains uncertain, rather than definitively dovish 
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We don’t believe in rotating for rotation’s sake. However, investors who want to start 
off 2026 buying laggards may consider increasing exposure to U.S. equities, which 
underperformed other equity markets in both USD and local terms over the course of 
2025. A critical point is the outperformance of non-U.S. markets was nearly exclusively 
driven by multiple expansion, not earnings growth over the last 12 months. On the flip 
side, U.S. performance has been primarily a function of earnings growth. 

Asset Classes | Global USD Level 3 Asset Allocation (%) 

SAA TAA 
Active 

Weight 
Mar 1-Dec 31 

2025 Chg 

FIXED INCOME 38.1 35.4 -2.7 -2.2 

Developed Sovereign 19.0 18.8 -0.2 +3.5 

US 9.2 14.2 5.0 +1.5 

Non-US 9.8 4.6 -5.2 +2.0 

US Securitized 5.8 7.8 2.0 0.0 

Developed IG Corporates 6.9 6.6 -0.3 0.0 

High Yield 3.2 0.0 -3.2 -1.7 

Emerging Market Sovereigns 3.2 2.2 -1.0 0.0 

EQUITIES 60.0 60.0 0.0 -1.4 

Developed Equities 51.4 52.6 1.2 +0.4 

Large Cap 45.6 52.6 7.0 +7.6 

US 33.7 39.7 6.0 +7.5 

Canada 1.4 1.4 0.0 0.0 

UK 1.7 1.7 0.0 0.0 

Europe ex-UK 4.9 5.9 1.0 +1.1 

Asia ex-Japan 1.3 1.3 0.0 -0.5 

Japan 2.6 2.6 0.0 -0.5 

Small and Mid Cap 5.8 0.0 -5.8 -7.2 

Emerging Market Equity 8.6 7.4 -1.2 -1.8 

Asia 7.4 6.2 -1.2 -1.7 

Latin America 0.7 0.7 0.0 -0.5 

Europe, Middle East & Africa 0.5 0.5 0.0 +0.4 

CASH 2.0 1.0 -1.0 0.0 

COMMODITIES 0.0 3.7 3.7 +3.7 

Level 3 Global USD Portfolio 100 100 

Source for all information: Office of the Citi Chief Investment Officer, December 2025. All forecasts are expressions 
of opinion and are subject to change without notice and are not intended to be a guarantee of future events. The 
Global Asset Allocation (GAA) team creates strategic asset allocations (SAAs) using the CPB Adaptive Valuations 
Strategy (AVS) methodology on an annual basis. SAA represents the strategic allocations and guidance that 
the GAA believes represents diversification based on current market conditions. Global Investment Committee 
(GIC) provides underweight and overweight decisions to AVS’s Global USD without Hedge Funds Risk Level 1 
through Level 5 portfolios. The GAA team then creates tactical allocations for all other profiles or subprofiles 
such as Global USD with Hedge Funds and Illiquid Private Assets & RE Level 2 through Level 5 portfolios. This 
sample portfolio reflects 2025 SAAs and the tactical asset allocation (TAA) over/under weights expressed at the 
December 8, 2025, GIC meeting. TAAs represent investment at the asset class level based on the risk objectives. 
Risk Level 3 is designed for investors with a blended objective who require a mix of assets and seek a balance 
between investments that offer income and those positioned for a potentially higher return on investment. Risk 
Level 3 may be appropriate for investors willing to subject their portfolio to additional risk for potential growth in 
addition to a level of income reflective of his/her stated risk tolerance. 
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At this point in the cycle (which is not in its first few chapters), we believe earnings 
should drive the bulk of equity returns over the coming quarters. That leaves non-U.S. 
markets in a “show me” phase: margin and earnings delivery must now validate  
higher multiples.  

2025 Return Contributions by Region (USD) 

Earnings contribution Multiple contribution Dividends Currency 2025 Total Return
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Source: Factset as of December 31, 2025. Regions are using their respective MSCI indices as proxy. 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. Index returns do not include any expenses, fees, or 
sales charges, which would lower performance. Past performance is no guarantee of future results. Real results 
may vary. 

Don’t believe the hype: 
Equity markets need  
Tech to perform 

In late 2025, much (digital) ink was spilled over the fading of mega-cap Tech leadership 
amidst concerns around aggressive investment spend – and the subsequent impact 
on future earnings and cash flow. But mega-cap Tech/ Comms still makes up 53% of 
S&P 500 2026 earnings growth, and around 40% of the index market cap. If you don’t 
believe mega-cap Tech can lead in 2026, then it is quite hard to be bullish on stocks. 
Given the weight of these companies in U.S. equity indices, achieving meaningful 
index gains over the next year requires some very heavy lifting from other sectors. 
Excluding the Tech and Communications sectors, the average sector return for the nine 
other S&P 500 sectors at 60% weight would need to be 16.7% to generate a 10% index 
return (roughly in line with consensus estimates for 2026). That’s a heavy lift, and an 
outcome to which we assign a low probability. In fact, over the last 10 years, there have 
been zero instances of the S&P 500 up 10% y/y at month end with the Tech sector 
underperforming the aggregated other ten sectors. 

While the Tech/ AI theme may experience near-term fatigue, fundamentals continue to 
favor the sector. We believe superior earnings growth and strong cash flow generation 
support Tech as a long-term core holding, even if rotation persists early in the year. We 
continue to believe that technology investments will power the global economy and 
are essential for growth and profitability in every industry around the world. 
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FIVE CONVICTIONS 
SHAPING OUR VIEW 
These five core convictions represent our highest confidence views on the 
macro backdrop, market opportunities, and risks in 1Q26: 

01 Monetary and fiscal policy should provide tailwinds to the global economy  
in early 2026, and we expect corporate profits to support the  
macroeconomic backdrop. 

02 Today’s “elevated” valuations (particularly in the U.S.) reflect index composition 
and healthy fundamentals, and do not give us pause in our equity allocations. 

03 A robust capital expenditure (capex) and AI investment pipeline have opened 
compelling opportunities both upstream in natural resources and downstream 
across specialized industrials. 

04 Europe’s cyclical bias and stagnant productivity backdrop constrain  
upside, while the U.S. continues to offer more durable and predictable  
earnings growth. 

05 A hawkish monetary policy tilt, disruptions in AI investments, and a ruling 
against the International Economic Emergency Powers Act (IEEPA)1 tariffs could 
all be risks to bullish investor sentiment in 1Q26. 

 The International Emergency Economic Powers Act (IEEPA) is a U.S. federal law enacted that authorizes 
the President to regulate international commerce during a national emergency caused by an unusual and 
extraordinary threat from abroad. This law allows the President to impose economic sanctions and control 
transactions to protect national security. 
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SECTION 3 MACRO OVERVIEW 
AND FOCUSES FOR 1Q26 

KEY 
TAKEAWAYS 

01 Despite significant headwinds like U.S. tariffs, persistent G7 inflation, and 
supply chain disruptions, global economic growth in 2025 proved notably 
resilient, slowing only marginally. 

02 Strong corporate profitability and healthy balance sheets provide a robust 
fundamental backdrop for the start of 2026. 

03 Early 2026 is poised for constructive macroeconomic support from 
accommodative global monetary policy (lagged effects of 2025 rate cuts) and 
planned fiscal easing across the U.S., parts of Europe, and potentially in Asia. 

The global economy 
exhibited resilience  
in 2025 despite  
material headwinds 

Expansive U.S. tariffs disrupted global trade, increased supply chain complexity, and 
elevated uncertainty. The World Bank’s Global Supply Chain Stress Index – which 
measures disrupted maritime container shipments – soared to an average of 1.8 million 
Twenty-Foot Equivalent (TEU) stalled containers in 2025. This is not far below the peak 
of 2.2 million TEUs during the period of extreme supply-chain disruptions in early 2022 
and compares to pre-pandemic levels of 0.3 million stalled containers (see Figure 1). 
Business uncertainty was elevated in 2025, and inflation in most of the G7 remained at 
levels central banks traditionally view as inconsistent with their price stability objectives. 
Thus, major economies remained in an environment in 2025 in which inflation continued 
to disrupt the decision making of businesses and households. 

Despite these headwinds, global growth slowed only modestly. A trade-weighted 
estimate of global real GDP from the Federal Reserve Bank of Dallas puts global growth 
in the first three quarters of 2025 at 2.6% compared to 2024’s 2.8% real growth. 
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FIGURE 1  
Global supply chain stress index 
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Source: Haver Analytics and World Bank as of December 31, 2025. 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. Index returns do not include any expenses, fees or sales charges, which would lower 
performance. Past performance is no guarantee of future results. Real results may vary. 

“MAJOR ECONOMIES REMAINED IN AN ENVIRONMENT IN 2025 IN 
WHICH INFLATION CONTINUED TO DISRUPT THE DECISION MAKING OF 
BUSINESSES AND HOUSEHOLDS.” 

We believe corporate profitability is the key driver of economic growth since it determines 
business investment and hiring decisions. Business hiring provides income to the 
household sector, which drives consumer spending. To compare profitability across 
countries, we use the gross operating surplus of nonfinancial companies, which for the 
G7 was up 5.0% year-over-year in the second quarter of 2025 versus an average of 3.5% 
in 2023 and 20242. Judged by the earnings reports of major G7 firms, corporate profits 
ended 2025 on a strong note, which provides a solid fundamental backdrop to economic 
growth at the start of 2026. Companies in advanced economies have also built resilience 
into their balance sheets with low leverage and large liquidity buffers (see Figure 2). 

FIGURE 2 

US companies: liquid assets to short-term liabilities ratio 

93 %

50

60

70

80

90

100

110

'04 '06 '08 '10 '12 '14 '16 '18 '20 '22 '24 '26

%

Source: Haver Analytics as of December 31, 2025. 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. Index returns do not include any expenses, fees or sales charges, which would lower performance. 
Past performance is no guarantee of future results. Real results may vary. 

2 Haver Analytics (data collected by Haver from national statistical offices: BEA, Eurostat, ONS, StatsCan, 

Japan’s MoF). 
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Looking ahead to early 2026, we see tailwinds for global economies — some of which 
should become apparent in the first quarter while other factors affecting growth may 
emerge later in the year.  First, aggregate global monetary policy is moving toward a more 
accommodative setting. The inflation-adjusted policy rate for advanced economies fell 
from a recent peak of 1.8% in the third quarter of 2024 to 0.5% in the third quarter of 2025 
(see Figure 3), declining further in the fourth quarter given rate cuts by the Federal Reserve 
and Bank of England (only partially offset by the Bank of Japan’s rate hike). Further easing 
in 2026 will be challenged by above-target inflation and resilient growth, while the Bank 
of Japan is expected to hike rates further next year. However, since monetary policy 
affects the economy with a lag, the impact of lower policy rates delivered in 2025 will 
likely be felt in early 2026. 

FIGURE 3 
Advanced economies real policy rate 
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Source: Haver Analytics as of December 31, 2025. Past performance is no guarantee of future results. Real 
results may vary. 

Global fiscal policy 
settings should also 
provide support for 
economic growth 

In the first quarter of 2026, U.S. household disposable income will be boosted by larger-
than-usual tax refunds, given retroactive One Big Beautiful Bill tax measures that were 
not reflected in 2025 withholding schedules. Fiscal easing is also in the works in Japan 
and the Eurozone, although we anticipate political challenges to the delivery of broad-
based fiscal support in Germany. The UK’s November 2025 budget contained front-end 
loaded spending increases, and back-end loaded tax increases that kick in after 2028. 
In China, uncertainty about government policies should be reduced by the publication 
of the 15th Five-Year Plan in early 2026. The December 2025 Central Economic Work 
Conference (CEWC) pointed to targeted measures aimed at the long-term performance 
of China’s economy, rather than broad-based stimulus to boost short-term activity. 
Nonetheless, strengthening domestic demand remains a key focus for policymakers in 
China and the CEWC’s communiqué also referenced the importance of stabilizing the 
property sector. 

Taken together, we are constructive on the macroeconomic environment entering 
2026 – anchored by profits and bolstered by monetary and fiscal support. 
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Questioning the view that 
nearly all U.S. growth in 
2025 is tied to AI 

U.S. government data are often cited to support the claim that economic growth in 
2025 was driven almost entirely by AI-related investment. Specifically, the U.S. Bureau 
of Economic Analysis reported that real GDP excluding investment in information-
processing equipment and software increased by just 0.1% in the first half of 20253 . 

However, that headline number warrants closer examination. The BEA’s information-
processing category includes a wide range of non-AI expenditures, such as medical 
devices, which rose at an annualized rate of roughly 12% in the first half of the year, and 
legacy enterprise software. Updated BEA data for the third quarter of 2025 show that 
growth in overall real GDP accelerated to a 4.3% annualized pace from 1.6% in the first 
half of 2025, even as information-processing equipment investment and data-center 
construction slowed sharply. 

Importantly, the data suggest AI investment was an important pillar of U.S. growth in 
2025, but AI-linked capital spending was not the sole contributor to growth. Consumer 
spending, non-AI business investment, and services activity all played material roles in 
supporting economic momentum. 

3  BEA data are drawn from the quarterly National Income and Product Accounts (NIPA), the U.S. government’s 
official GDP framework in use since 1932. 
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SECTION 4 KEY INVESTMENT TENETS 
FOR MEDIUM-TERM VIEWS 

KEY 
TAKEAWAYS 

01 We believe valuations have little bearing on near-term forward returns. 

02 A robust capex cycle and AI infrastructure pipeline can create bottlenecks/ 
supply constraints, which could ultimately be opportunities for investors. 

03 Europe’s outperformance in 2025 was driven by multiple expansion, but 
structural drags may limit further upside outside of pockets. 

WE DO NOT BELIEVE 
IN USING VALUATIONS  
AS AN INVESTMENT THESIS 

Valuations have little 
bearing on near-term 
forward returns 

The notion of “buy low, sell high” is ingrained in money managers during the days of being 
an intern. However, we argue that this is difficult to execute in practice when investing for 
long-term wealth creation. Many of the best performing assets continuously trade at a 
premium valuation for years as they scale, grow, and compound into their previously lofty 
expectations that come to life through high multiples. Alternatively, assets perceived as 
“cheap” can remain at a discount for years due to broken business models and out-of-
favor industries. In fact, if an individual began investing 15 years ago in the three lowest 
multiple sectors of the S&P 500 at the start of every year just to “buy low,” that investor 
would have underperformed the owner of the three highest multiple sectors nearly every 
year and by a cumulative 105% by the end of 2025. Investing for “value” in discounted 
companies or sectors has not worked sustainably since before the Global Financial Crisis4 

(see Figure 4). 

4  The Global Financial Crisis was a worldwide economic downturn that occurred between 2007-2009. 
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FIGURE 4 

Cumulative returns: highest versus lowest multiple sectors 
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Source: Factset as of December 31, 2025. S&P 500 sectors are used as proxy. 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. Index returns do not include any expenses, fees or sales charges, 
which would lower performance. Past performance is no guarantee of future results. Real results may vary. 

“WE BELIEVE INVESTORS SHOULD FOCUS ON ANCHORING TO 
FUNDAMENTALS INSTEAD OF ATTEMPTING TO TIME ENTRY AND EXIT 
POINTS BASED ON MULTIPLES.” 

Over a shorter period, valuations indicate even less about your potential return. As 
measured by the forward price-to-earnings (PE) ratio for the S&P 500, the starting 
point of valuation, when investing in equity markets, has close to zero predictive 
relationship (R² of 0.03) with forward returns over the following year. Only after a 
meaningful period does an investor’s initial entry point grow in importance, shown 
through a rise in R² up to 0.79 for a 10-year holding period (see Figure 5). The data prior 
to the last 15 years also skews this 10-year period relationship higher whereas more 
recent data shows less of a relationship with starting multiple and long-term return 
potential. 
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FIGURE 5 
R² forward return versus starting P/E 
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Source: Bloomberg as of December 31, 2025. R² represents the proportion of variance in a dependent variable 
(forward return) that can be explained by the independent variable (starting P/E ratio). The S&P 500 is used 
as proxy for forward returns. 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. Index 
returns do not include any expenses, fees or sales charges, which would lower performance. Past performance 
is no guarantee of future results. Real results may vary. 

Regardless, it is important to remember: based on historical analysis, for a time horizon 
of 10 years, most entry points proved to be good entry points! We believe investors 
should focus on anchoring fundamentals instead of attempting to time entry and exit 
points based on multiples. Since September 30, 1999 through December 31, 2025 there 
have been 316 observations of trailing 10-year returns at month end for the S&P 500. 
Only 24 of those periods were negative for a 92.4% hit rate of positive 10-year annualized 
returns of 9.5% on average. Said another way: unless you need your dedicated equity 
capital in the next few years, staying on the course with a long-term equity allocation has 
historically increased the likelihood for positive returns. 

Today, valuations at the top end of historic ranges are intimidating investors and 
keeping some on the sidelines. With many media headlines trying to draw parallels to 
previous bubbles like the Dot Com Bubble in 2000, we can understand the hesitation. 
S&P 500 valuations (price to forward earnings) do remain in the top 5% of observations 
over the last 15 years – nearly two standard deviations above average – but there are 
stark differences to previous periods where valuations hit this point. Profitability and 
compositional profile strength are two pillars of support differentiating today from these 
prior valuation highs. For example, net margins for the S&P 500 have also expanded 
to be near record highs as of December 31, 2025, showing a 0.74 correlation with P/E 
expansion over that 15-year period. Simply put, companies are more profitable than ever, 
and market pricing appears to reflect today’s strong fundamentals (see Figure 6). 
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FIGURE 6 

Z-score: next twelve months (NTM) price to earnings versus net margin 

Fundamentals drive  
drawdowns, and we see 
little evidence of  
fundamental collapse 

Source: Factset as of December 31, 2025. S&P 500 is used as proxy. Z-score is a statistical measure that quantifies 
how many standard deviations a particular data point is away from the mean of a dataset. Standard deviation 
is quantity calculated to indicate the extent of deviation for a group as a whole. All forecasts are expressions of 
opinion and are subject to change without notice and are not intended to be a guarantee of future events. 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. Index returns do not include any expenses, fees, or sales 
charges, which would lower performance. Past performance is no guarantee of future results. Real results may vary. 

As for compositional shifts, sectors with stronger fundamental support have 
outperformed over the last 15 years and risen in their weight of the S&P 500. Technology 
– the most profitable sector– as of December 31, 2025 represents over 35% of the index, 
up from 19.9% in 2010. Communication Services and Financials, the next two most 
profitable sectors, are the next largest weights. That said, not all exposure within each 
sector is created equal, and that is especially apparent within Tech. We remain cautious 
on unprofitable Growth exposure as a long-term investment where stretched multiples 
rest on hope, not cash flow. Cash flow paired with growth potential remains king when 
investor sentiment declines, and less profitable indices tend to falter during these times 
of stress. 

As the market cycle continues, this reinforces our long-term preference for large cap over 
small cap companies, profitable over unprofitable, and U.S. over the rest of the world. As 
noted earlier, we do not believe in rotating for rotation’s sake. However, in the near-term, 
we believe there could be tradable opportunities in some of these lower quality areas, as 
well as cyclical exposures geared to the strong nominal growth environment and supply/ 
demand bottlenecks, which will be discussed in subsequent sections. 

To be clear, we do not think the current environment is representative of a bubble in 
valuations. The strength in the fundamental pillar of our investment process continues 
to outweigh unease around full valuations. For a significant drawdown to occur, 
fundamentals must weaken – something we haven’t seen in the data yet. Since 1990, 
the S&P 500 has experienced 29 drawdowns greater than 10% over a six-month period. 
In 80% of those instances, these drawdowns were in anticipation of a deterioration in 
fundamentals where the expectations for index earnings per share (EPS) over the next 12 
months also drop into negative growth territory over a six-month period. The valuation 
component of price is more volatile than the earnings component, and earnings drive 
valuations over time. When companies continue to deliver growth, temporary valuation 
dips may present tactical opportunities. 

When is greater caution warranted around a market pullback? Historical analysis 
suggests that market drawdowns associated with pronounced earnings pressure have 
tended to be more severe than typical volatility-driven pullbacks. Periods since 1990, in 
which forward 12-month earnings expectations declined by more than 10% have often 
coincided with materially weaker equity performance, reflecting environments marked by 
elevated and macroeconomic or recession risk. 
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“WHEN COMPANIES CONTINUE TO DELIVER GROWTH, TEMPORARY 
VALUATION DIPS MAY PRESENT TACTICAL OPPORTUNITIES.” 

Capital expenditure and 
AI infrastructure: 
upstream and 
downstream opportunities 

Upstream opportunities 
align with the 
macro backdrop 

On our radar: emerging 
niche AI players 

Since 1990, declines of this magnitude in S&P 500 earnings expectations have been 
relatively rare and largely concentrated around major economic stress episodes, 
including the Tech Bubble, Global Financial Crisis, and COVID. In those periods, equity 
market declines tended to be deeper and more persistent than during non-recessionary 
corrections, underscoring the importance of distinguishing between earnings-driven 
drawdowns and more routine market volatility. 

Currently, we believe there may be opportunities to take advantage of dips because 
fundamentals remain on solid footing. Forward earnings expectations for the S&P 500 
and most major regions continue to be revised higher. We see any market volatility as a 
potential opportunity to add quality exposure. Fundamental strength still underpins the 
market despite elevated valuations, and until a significant deterioration in fundamentals 
occurs, we believe headline-driven pullbacks in the market may present tactical buying 
opportunities. 

We believe an aggressive global capex pipeline, coupled with evolving AI infrastructure 
needs, is set to drive sustained demand for natural resources, specialized labor, and 
niche industrial suppliers. Both earnings transcripts and corporate surveys point to capex 
reaching new highs in 2026, even when normalized by real GDP. Against this backdrop, 
we see compelling opportunities both upstream in natural resources and resource 
providers and downstream among specialized industrial suppliers for thematic exposure. 
That said, this outlook is not without risk: a sharper-than-expected slowdown in global 
growth, tighter financial conditions, delays in project execution, or shifts in policy or 
regulation could temper the pace or durability of capex deployment, particularly in more 
capital-intensive segments of the supply chain. 

Just as important as the capex pipeline is the broader trajectory of growth, inflation, 
and global geopolitics. We continue to see upside in natural resources through this lens. 
Specifically, our view of rising nominal growth and sticky inflation encourages investors 
to seek real-asset exposure. Additionally, the prospect of increased government demand 
for commodities amid an increasingly multipolar world should support this area of the 
market. Notably, central bank gold purchases rose sharply – and have persisted – after 
Russian Central Bank assets were frozen following the country’s invasion of Ukraine 
in February 2022. This underscores how geopolitical risk can translate into stronger 
demand for off-balance sheet “hard” assets. Going forward, we would not be surprised to 
see government purchases of other commodities ramp up for national security measures 
all while the macroeconomic backdrop remains supportive for the asset class. 

We believe energy, metals, chemicals, agriculture, food, and water would be the natural 
resources most in demand which could, in turn, benefit upstream companies in these 
sectors. This may afford investors seeking tactical opportunities a chance to benefit from 
rising nominal growth, persistent inflation, and structurally higher geopolitical demand 
for real assets. However, this view is subject to risks, including weaker-than-expected 
global demand, shifts in geopolitical dynamics, and policy or regulatory changes. 

As AI technology advances, the contours of capex will evolve. This evolution will create 
new engineering requirements, new supply bottlenecks, and introduce niche companies 
as key drivers of innovation. In the U.S., we see multiple investment avenues tied to the 
next phase of AI infrastructure. For example, the transition from large language models 
(LLMs) – focused on language processing and comprehension – to Vision-Language-
Action (VLA) models – enabling movement – will likely introduce new bottlenecks and 
resource constraints. As data speed, storage capacity, and communication capabilities 
become critical enablers of this shift, companies positioned to support the “action” layer 
of VLA models may offer interesting opportunities. We expect this area to evolve as the 
technology matures and implementation broadens, and we will continue to monitor 
developments closely as the opportunity set takes shape. 
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Europe’s 2025 
outperformance masked 
by weak earnings 
fundamentals 

U.S. economic dynamism 
highlight’s Europe’s 
competitive disadvantages 

Equity market 
composition reinforces 
Europe’s cyclical bias 

Structural drags and cyclical exposure leave Europe trailing U.S. earnings power. While 
2025 saw European equity outperformance when compared to the U.S., the composition 
of this outperformance relied upon multiple expansion rather than earnings growth. 
Specifically, impressive earnings growth contributed to 88% of the S&P 500 return 
in 2025 while earnings growth contributed to 13% of the Stoxx 600 index. This stark 
contrast highlights the fundamental underpinnings of the U.S. equity market and 
reinforces our structural overweight within a global portfolio. 

On a longer horizon, low labor mobility, demographic headwinds, and muted incentives 
for innovation and entrepreneurship contribute to a structurally stagnant productivity 
environment in Europe (see Figure 7). Given this starting point, it remains difficult to 
envision a scenario where productivity gains improve drastically and translate into broad-
based earnings momentum or margin expansion for the region. 

When we compare the characteristics of the European economy with those of the U.S., 
we find greater dynamism in the U.S. enables a higher rate of growth and innovation, 
which filters through to productivity gains and earnings growth. For example, the U.S. 
possesses one of the most dynamic labor markets in the world as defined by churn  – 
the rate at which workers move in and out of employment or between jobs within a 
given period. While demographic headwinds exist in the U.S., the supportive innovation 
environment coupled with the ability of companies to shed excess labor when needed 
generates more powerful and predictable earnings compounding. 

The composition of the European equity market further reinforces our cyclical vs. 
structural investment theme. Value-oriented sectors – Financials, Industrials, and 
Energy, for example – account for nearly half of the Morgan Stanley Capital International 
(MSCI) Europe equity index as of December 31, 2025. Since the Global Financial Crisis, 
this sector mix has weighed on European equity returns relative to more technology and 
innovation driven markets globally. In contrast, U.S. and Chinese equity markets are 
heavily skewed toward Technology and other growth-oriented sectors, positioning them 
more favorably when it comes to innovation-led performance. 

FIGURE 7 
U.S. vs Europe productivity growth 

Source: Haver Analytics as of December 31, 2025. Past performance is no guarantee of future results. Real results 
may vary. 
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“WHILE DEMOGRAPHIC HEADWINDS EXIST IN THE U.S., THE SUPPORTIVE 
INNOVATION ENVIRONMENT COUPLED WITH THE ABILITY OF COMPANIES 
TO SHED EXCESS LABOR WHEN NEEDED GENERATES MORE POWERFUL 
AND PREDICTABLE EARNINGS COMPOUNDING.” 

Fiscal policy divergence: 
EU stimulus vs. definitively 
expansive U.S. policy 

Looking ahead, assessing the likelihood of meaningful fiscal expenditure in the EU is 
critical for both economic and market outlooks. Despite elevated debt loads, a shift 
towards fiscal expansion is progressing across several developed markets. This remains 
a key focus for investors, influencing both fixed income positioning and equity market 
dynamics. The trajectory of fiscal spend is one reason for our portfolio’s underweight 
to global duration in favor of exposure to gold and may contribute to pockets of 
outperformance across global equity indices. 

Given Germany’s current political dynamics, we see a low likelihood of meaningful 
fiscal stimulus, which in turn tempers our expectations for broader European growth. 
At the same time, plans for elevated defense-related spending across the EU—driven 
by ongoing geopolitical pressures—remain an important consideration. This stands in 
contrast to the U.S., with the passage of the One Big Beautiful Bill Act (OBBBA) in July 
2025. The lagged impacts of the OBBBA are set to hit households (i.e., consumers) in the 
first quarter of 2026, with tax refunds expected in February and March. Meanwhile, U.S. 
businesses should also benefit from the OBBBA in 2026, with the retroactive application 
of expensing for equipment and domestic R&D through 2025. 

The clear dichotomy between the two economies – fiscally, fundamentally, and 
compositionally – leaves us more optimistic on the U.S. generating more predictable 
and durable earnings growth for the foreseeable future. Risks to this view include  fiscal 
spending materializing sooner, and a larger-than-expected a cyclical boost from a capex 
catch-up by European technology companies, or a China macro rebound benefiting 
European exporters. 
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SECTION 5 RISKS ON OUR RADAR 
The early months of 2026 present a complex risk backdrop for 
investors, with markets balancing optimistic earnings expectations 
against both monetary and trade policy uncertainty. Consensus is 
largely bullish as we start this year, and we are watching several events 
that could shake confidence in current positions: 

The Fed holds rates steady in 1Q given a backdrop of solid growth, stable labor market, 
and resilient inflation. Investors expecting additional rate cuts early next year will be 
disappointed if higher front-end rates persist, even if for a good reason. 

Why this matters: 

• Rate-sensitive equities such as homebuilders, utilities, smaller-cap stocks, and 
unprofitable tech companies tend to rely more heavily on lower borrowing costs and 
may face pressure if front-end rates remain elevated. 

• Fixed income markets that have priced in rapid rate cuts could experience near-term 
repricing, particularly for shorter-term bonds. 

• More established companies with strong balance sheets, limited floating-rate debt, 
and pricing power may prove more resilient while assets like gold may continue to 
benefit given its historically negative correlation to inflation. 

Delays in data center construction become widespread while further debt-financing 
of AI investment stokes fears that it will soon stall out – or both. AI may be a 
generational opportunity for investment, and any deep cracks in the narrative present 
market risks in 2026. 

Why this matters: 

• AI-linked companies could face valuation and stock price pressure if spending 
timelines shift or returns take longer to materialize. 

• Markets with lower technology exposure, as well as sectors outside of AI-intensive 
industries, may be less directly affected by these dynamics and may be beneficiaries 
of investors re-allocating their exposures. 

• In periods of broader risk aversion tied to AI concerns, Treasuries and gold may once 
again play a stabilizing role in diversified portfolios as investors seek safe havens. 

SCOTUS rules IEEPA tariffs unconstitutional – continuing volatility and uncertainty. 
Despite other avenues to re-introduce tariffs, the following questions must be 
answered: Is money returned to the tariff-payers, and how does the administration 
navigate ongoing trade negotiations? 

Why this matters: 

• Changes in tariff policy could impact/lower projected government revenues, which in 
turn may cause Treasury rates to go higher. 

• Defensive sectors may hold up better if trade uncertainty weighs on growth 
sentiment. 

• Industrials with direct tariff exposure could benefit from improved outlook given 
lesser impact from tariffs, depending on how future trade measures and deals 
are structured. 
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GLOSSARY OF 
KEY TERMS AND ACRONYMS 
This glossary defines important terms, phrases, and acronyms found in the CIO Quarterly document. 

Technology simulating human intelligence for tasks like learning and 
problem-solving. 

AI (Artificial Intelligence) 

AI Infrastructure The underlying hardware and software systems that support AI operations. 

AI Supply Chain 
The network of resources, processes, and components involved in 
developing and delivering AI products and services. 

AI Investment Spending 
Expenditures related to the development, deployment, or utilization of 
Artificial Intelligence technologies. 

Asset Allocation Table 
A visual representation detailing how investment assets are distributed 
across various categories. 

Annualized Returns 
The average annual rate of return earned on an investment over a specified 
period, expressed as a yearly percentage. 

Bear Market Corrections 
Significant declines in the stock market, typically 20% or more, often 
associated with a pessimistic investor sentiment. 

Broaden Equity Exposure 
The act of diversifying investments across a wider range of equity assets or 
sectors to reduce risk. 

"Buy Low, Sell High" 
A fundamental investment strategy aiming to purchase assets when their 
prices are low and sell them when prices are high. 

CAPE  
(Cyclically Adjusted  
Price-to-Earnings Ratio) 

A valuation measure that uses average inflation-adjusted earnings from the 
previous 10 years to smooth out cyclical fluctuations in earnings. 

CapEx Cycle 
(Capital Expenditure Cycle) 

The recurring pattern of investment in fixed assets (e.g., property, plant, 
equipment) by companies. 

Cash Flow 
The net amount of cash and cash equivalents moving into and out of a 
business or investment. 

Central Bank Gold Purchases 
The accumulation of gold by national central banks, often for reserve 
diversification or as a hedge against currency fluctuations. 

"Circularity of Spending" 
An economic concept where spending by one entity generates income for 
another, which then fuels further spending, creating a circular flow. 

Citi Wealth's Vision-Language-
Action Supply Chain 

A specific initiative or framework within Citi Wealth related to advanced AI 
models that combine visual understanding, language processing, and action 
capabilities. 

Compositional Profile Strength 
The overall resilience and positive attributes of the underlying components 
or constituent elements within an index, portfolio, or market. 
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Compositional Shifts 
Changes in the makeup or weighting of an index, portfolio, or market over 
time, often reflecting evolving economic or industry trends. 

Conviction 
A strong belief or confidence in a particular investment idea, strategy, or 
market outlook. 

COVID 
Refers to the global pandemic caused by the SARS-CoV-2 virus, impacting 
global economies and markets. 

Demographic Headwinds 
Negative economic impacts resulting from population changes, such as an 
aging workforce, declining birth rates, or shifts in population distribution. 

Developed Markets 
Countries with mature economies, typically characterized by high per capita 
income, industrialized infrastructure, and robust financial markets. 

"Don't Fear Valuations" 
An investment argument suggesting that current market valuations, even 
if seemingly high, should not be the sole determinant for investment 
decisions. 

"Don't Rotate for Rotation's Sake, 
Don't Broaden for Broadening's 
Sake" 

An investment philosophy advising against making portfolio changes 
or diversifying simply for the sake of activity but rather based on sound 
investment principles. 

Dot Com Bubble (in 2000) 
A speculative bubble in the stock market during the late 1990s and early 
2000s, driven by excessive investment in internet-based companies. 

Downstream Dynamics 
Refers to developments and opportunities occurring in the later stages of a 
value chain, closer to the end consumer or final product. 

Drawdowns 
The peak-to-trough decline in the value of an investment or portfolio during 
a specific period. 

Earnings Compounding 
The growth of a company's earnings over time, where accumulated earnings 
are reinvested to generate further earnings. 

Earnings Component 
The portion of a stock's price or market valuation that is directly attributable 
to its reported or projected earnings. 

Earnings Growth 
The rate at which a company's net income or earnings per share increase 
over a period. 

Earnings Per Share (EPS) 
A company's net profit divided by the number of outstanding shares of its 
common stock, indicating profitability on a per-share basis. 

Earnings Transcripts 
Written records of quarterly or annual earnings calls, where company 
executives discuss financial results and outlook. 

Equity Allocation 
The proportion of an investment portfolio that is invested in stocks or other 
equity-based securities. 

European Equity Market The collective stock markets and exchanges located within Europe. 

Expensing Provisions 
Tax rules or accounting treatments that allow businesses to deduct certain 
costs or investments as expenses, often to encourage specific activities. 

"Fade the Excitement on Europe" 
An investment theme to reduce enthusiasm or exposure to European 
markets, possibly due to anticipated underperformance. 
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Fiscal 
Pertaining to government revenue, expenditures, and debt, particularly as 
they relate to economic policy. 

Fiscal Expansion 
An increase in government spending or a decrease in taxes aimed at 
stimulating economic growth. 

Fiscal Largesse 
Excessive or extravagant government spending, often implying a lack of 
financial prudence. 

Fiscal Stimulus 
Government measures, such as tax cuts or increased spending, designed to 
boost economic activity during a downturn. 

Fixed Income Positioning 
An investment strategy focusing on the allocation and management of debt 
securities, such as bonds, within a portfolio. 

Forward Earnings Expectations 
Projections or estimates of a company’s or market’s earnings for a future 
period. 

Forward Price-to-Earnings Ratio 
A valuation metric calculated by dividing a company’s current share price by 
its estimated future earnings per share. 

Fundamental Collapse 
A severe and widespread deterioration in the underlying economic or 
business conditions that drive investment value. 

Fundamental Pillar 
A core or foundational principle related to economic or company 
fundamentals in investment analysis. 

Fundamentals Drive Drawdowns 
The theory that significant market declines are primarily caused by a 
deterioration in underlying economic or corporate fundamentals rather than 
speculative factors. 

Geopolitical Risk 
Risks to markets or businesses arising from political and geographical 
factors, such as international relations, conflicts, or government instability. 

Global Duration 
A measure of the sensitivity of a global bond portfolio’s price to changes in 
interest rates. 

Global Financial Crisis 
The severe worldwide economic crisis that occurred in the late 2000s, 
stemming from a collapse in the US housing market. 

Global Equity Indices 
Stock market indices that track the performance of equities across multiple 
countries or regions. 

Growth-Oriented Sectors 
Industries or market segments characterized by companies expected to 
achieve above-average revenue and earnings growth. 

Hyperscalers 
Large-scale cloud computing providers (e.g., Amazon Web Services, Google 
Cloud, Microsoft Azure) known for their massive infrastructure and services. 

Inflation 
The rate at which the general level of prices for goods and services is rising, 
and subsequently, purchasing power is falling. 

Investment Process 
The systematic approach or series of steps taken by investors or fund 
managers to make investment decisions. 

Investment Themes 
Overarching ideas or trends that guide investment decisions, often based on 
long-term structural changes in the economy or society. 
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Lagged Impact of OBBBA 
The delayed effects or consequences of the “One Big Beautiful Bill Act” on 
the economy or specific sectors. 

Large Cap / Small Cap Companies 
Companies categorized by their market capitalization (the total value of their 
outstanding shares), with large cap being larger and small cap being smaller. 

Liquid Assets 
Assets that can be easily and quickly converted into cash without significant 
loss of value. 

LLMs (Large Language Models) 
A type of artificial intelligence model specifically designed for 
understanding, generating, and processing human language. 

Long-Term Equity Allocation 
The portion of an investment portfolio allocated to stocks with a long-term 
investment horizon. 

Long-Term Wealth Creation 
The process of building and accumulating significant financial wealth over 
an extended period, typically through strategic investments. 

Market Cycle 
The cyclical upward and downward movements or trends in financial 
markets, influenced by economic growth, investor sentiment, and other 
factors. 

Market Outlooks 
Forecasts or expectations regarding the future direction and performance of 
financial markets. 

Market Volatility 
The degree of variation or fluctuation in the price or value of a financial asset, 
market, or index over time. 

MSCI Brazil Index 
A stock market index that tracks the performance of Brazilian equities, often 
used as a benchmark for investment in Brazil. 

Multipolar World 
A global order characterized by multiple centers of power or influence, rather 
than a single dominant superpower. 

Muted Incentives for Innovation 
and Entrepreneurship 

A lack of strong encouragement or rewards for developing new ideas, 
products, or starting new businesses. 

Natural Resources 
Materials or substances occurring in nature that can be used for economic 
gain, such as minerals, forests, water, and fertile land. 

Negative Growth Territory 
A period of economic contraction or decline, where economic output or key 
indicators are shrinking. 

Net Margins 
A profitability ratio that measures how much net income a company makes 
for every dollar of revenue. 

Niche Industrial Suppliers 
Companies that provide specialized goods or services to very specific, often 
small or specialized, industrial markets. 

Nominal Growth 
Economic growth that is not adjusted for inflation, reflecting the raw 
increase in monetary value. 

OBBBA (One Big Beautiful Bill Act) 
A specific legislative act mentioned as having lagged impacts on the 
economy. 
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Off-Balance Sheet Assets 
Assets that do not appear on a company’s balance sheet but for which the 
company may have some claim or obligation. 

P/E Expansion 
An increase in a company’s or market’s price-to-earnings (P/E) ratio, 
suggesting investors are willing to pay more for each dollar of earnings. 

Political Noise 
Distractions, uncertainties, or short-term fluctuations in markets or public 
discourse caused by political events or rhetoric. 

Portfolio Changes 
Adjustments or modifications made to the composition of an investment 
portfolio. 

Premium Valuation 
When a company or asset trades at a higher price relative to its earnings, 
book value, or other intrinsic measures, suggesting investors expect higher 
future growth or quality. 

Profitability The ability of a business or investment to generate profit or financial gain. 

Provocative Headlines 
Eye-catching or controversial titles used to draw attention to specific 
viewpoints or sections. 

R^2 (R-squared) 
A statistical measure that represents the proportion of the variance for a 
dependent variable that’s explained by an independent variable or variables 
in a regression model. 

Rare Earth Reserves 
Deposits of rare earth elements, a group of 17 chemical elements crucial for 
many high-tech applications. 

Rate-Cutting Cycle 
A period during which a central bank repeatedly lowers its benchmark 
interest rates to stimulate economic activity. 

Real GDP 
Gross Domestic Product adjusted for inflation, providing a measure of 
economic output in constant prices. 

Real Policy Rate 
A central bank’s policy interest rate adjusted for inflation, reflecting the real 
cost of borrowing. 

Recessions 
Periods of significant economic contraction, typically defined as two 
consecutive quarters of negative GDP growth. 

Rebut To argue against, contradict, or prove to be false. 

Rigid Labor Markets 
Labor markets characterized by inflexible regulations, strong unions, or high 
dismissal costs, making it difficult for employers to hire or fire workers. 

S&P 500 
A stock market index that represents the stock performance of 500 of the 
largest companies listed on stock exchanges in the United States. 

Secular Growth 
Long-term growth trends that are independent of short-term economic 
cycles, driven by fundamental shifts in technology, demographics, or 
consumer behavior. 

Specialized Labor 
Workers who possess unique or highly specific skills and expertise required 
for particular tasks or industries. 

Sticky Inflation 
Inflation that is persistent and difficult to bring down, often due to 
underlying economic factors that maintain upward price pressure. 
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Structural Headwinds 
Long-term, fundamental obstacles or challenges that impede economic 
growth or progress. 

Stretched Multiples 
Valuation multiples (like P/E ratios) that are considered high or expensive 
relative to historical averages or industry peers, implying overvaluation. 

Tax Refunds Reimbursements of overpaid taxes to taxpayers by a government. 

Tech Bubble 
Another reference to the Dot Com Bubble, specifically focusing on the 
overvaluation of technology companies. 

Technology (Sector) 
The economic sector comprising companies involved in the research, 
development, and distribution of technologically based goods and services. 

Thematic Exposure 
Investment focused on specific, often long-term, macroeconomic or 
industry trends and themes. 

Theoretical German Fiscal Spend Hypothetical or proposed government spending plans in Germany. 

Trajectory of Growth The path, direction, and rate of economic or business growth over time. 

Upstream and Downstream 
Opportunities 

Investment opportunities that span the entire value chain of an industry, 
from the initial stages (upstream, e.g., raw materials) to the final stages 
(downstream, e.g., finished products). 

Valuation Component of Price 
The portion of an asset’s price that is determined by its intrinsic value or by 
how investors perceive its current worth relative to its earnings, assets, or 
future prospects. 

Value-Oriented Sectors 
Industries or market segments comprising companies that are considered 
undervalued by the market, often trading at lower multiples relative to their 
assets or earnings. 

VLA Models (Vision-Language-
Action Models) 

Advanced AI models that integrate capabilities for visual understanding, 
natural language processing, and performing actions. 
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IMPORTANT INFORMATION 

For European resident clients this communication is considered marketing material. 

In any instance where distribution of this communication (“Communication”) is subject to the rules of the US 
Commodity Futures Trading Commission (“CFTC”), this communication constitutes an invitation to consider 
entering into a derivatives transaction under US CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a 
binding offer to buy/sell any financial instrument. 

This Communication is prepared by Citi Wealth Investments (“CWI”) which is comprised of the investments and 
capital markets capabilities that are provided to Citi Private Bank, Citi Global Wealth at Work, and Citi Personal Wealth 
Management. 

Citi Private Bank, Citi Global Wealth at Work, and Citi Personal Wealth Management are businesses of Citigroup Inc. 
(“Citigroup”), which provide clients access to a broad array of products and services available through bank and non-
bank affiliates of Citigroup. Not all products and services are provided by all affiliates or are available at all locations. 
In the U.S., investment products and services are provided by Citigroup Global Markets Inc. (“CGMI”), member FINRA 
and SIPC, Citi Private Alternatives, LLC (“CPA”), member FINRA and SIPC. CPA acts as distributor of certain alternative 
investment products to certain eligible clients’ segments. CGMI accounts are carried by Pershing LLC, member FINRA, 
NYSE, SIPC. Investment management services (including portfolio management) are available through CGMI, Citibank, 
N.A. and other affiliated advisory businesses. Insurance is offered through Citigroup Life Agency LLC (“CLA”). In 
California, CLA does business as Citigroup Life Insurance Agency, LLC (license number 0G56746).  CGMI, CPA, CLA and 
Citibank, N.A. are affiliated companies under the common control of Citigroup. 

Outside the U.S., investment products and services are provided by other Citigroup affiliates. Investment Management 
services (including portfolio management) are available through CGMI, Citibank, N.A. and other affiliated advisory 
businesses. These Citigroup affiliates will be compensated for the respective investment management, advisory, 
administrative, distribution and placement services they may provide. 

CWI personnel are not research analysts, and the information in this Communication is not intended to constitute 
“research,” as that term is defined by applicable regulations. Unless otherwise indicated, any reference to a research 
report or research recommendation is not intended to represent the whole report and is not in itself considered a 
recommendation or research report. 

This Communication is provided for information and discussion purposes only, at the recipient’s request. The 
recipient should notify CWI immediately should it at any time wish to cease being provided with such information. 
Unless otherwise indicated, (i) it does not constitute an offer or recommendation to purchase or sell any security, 
financial instrument or other product or service, or to attract any funding or deposits, and (ii) it does not constitute a 
solicitation if it is not subject to the rules of the CFTC (but see discussion above regarding communication subject to 
CFTC rules) and (iii) it is not intended as an official confirmation of any transaction. 

Unless otherwise expressly indicated, this Communication does not take into account the investment objectives, risk 
profile or financial situation of any particular person and as such, investments mentioned in this document may not 
be suitable for all investors. Citi is not acting as an investment or other advisor, fiduciary or agent. The information 
contained herein is not intended to be an exhaustive discussion of the strategies or concepts mentioned herein or tax 
or legal advice. Recipients of this Communication should obtain advice based on their own individual circumstances 
from their own tax, financial, legal, and other advisors about the risks and merits of any transaction before making an 
investment decision and only make such decisions on the basis of their own objectives, experience, risk profile and 
resources. 

The information contained in this Communication is based on generally available information and, although obtained 
from sources believed by Citi to be reliable, its accuracy and completeness cannot be assured, and such information 
may be incomplete or condensed. Any assumptions or information contained in this Communication constitute a 
judgment only as of the date of this document or on any specified dates and is subject to change without notice. 
Insofar as this Communication may contain historical and forward-looking information, past performance is neither 
a guarantee nor an indication of future results, and future results may not meet expectations due to a variety of 
economic, market and other factors. Further, any projections of potential risk or return are illustrative and should 
not be taken as limitations of the maximum possible loss or gain. Any prices, values or estimates provided in this 
Communication (other than those that are identified as being historical) are indicative only, may change without notice 
and do not represent firm quotes as to either price or size, nor reflect the value Citi may assign a security in its inventory. 
Forward-looking information does not indicate a level at which Citi is prepared to do a trade and may not account for all 
relevant assumptions and future conditions. Actual conditions may vary substantially from estimates which could have 
a negative impact on the value of an instrument. 
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Views, opinions and estimates expressed herein may differ from the opinions expressed by other Citi businesses or 
affiliates and are not intended to be a forecast of future events, a guarantee of future results, or investment advice, 
and are subject to change without notice based on market and other conditions. Citi is under no duty to update this 
document and accepts no liability for any loss (whether direct, indirect or consequential) that may arise from any use of 
the information contained in or derived from this Communication. 

None of the financial instruments or other products mentioned in this Communication (unless expressly stated 
otherwise) is (i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or (ii) 
deposits or other obligations of, or guaranteed by Citi or any other insured depository institution. 

Citi often acts as an issuer of financial instruments and other products, acts as a market maker and trades as principal 
in many different financial instruments and other products, and can be expected to perform or seek to perform 
investment banking and other services for the issuer of such financial instruments or other products. The author of 
this Communication may have discussed the information contained therein with others within or outside Citi, and the 
author and/or such other Citi personnel may have already acted on the basis of this information (including by trading 
for Citi’s proprietary accounts or communicating the information contained herein to other customers of Citi). Citi, 
Citi’s personnel (including those with whom the author may have consulted in the preparation of this communication), 
and other customers of Citi may be long or short the financial instruments or other products referred to in this 
Communication, may have acquired such positions at prices and market conditions that are no longer available, and 
may have interests different from or adverse to your interests. 

Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer 
outside Citi. Any statement in this Communication regarding tax matters is not intended or written to be used, and 
cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should 
seek advice based on the taxpayer’s particular circumstances from an independent tax advisor. 

Neither Citi nor any of its affiliates can accept responsibility for the tax treatment of any investment product, 
whether or not the investment is purchased by a trust or company administered by an affiliate of Citi. Citi assumes 
that, before making any commitment to invest, the investor and (where applicable, its beneficial owners) have taken 
whatever tax, legal or other advice the investor/beneficial owners consider necessary and have arranged to account 
for any tax lawfully due on the income or gains arising from any investment product provided by Citi. 

This Communication is for the sole and exclusive use of the intended recipients and may contain information 
proprietary to Citi which may not be reproduced or circulated in whole or in part without Citi’s prior consent. The 
manner of circulation and distribution may be restricted by law or regulation in certain countries. Persons who come 
into possession of this document are required to inform themselves of, and to observe such restrictions. Citi accepts no 
liability whatsoever for the actions of third parties in this respect. Any unauthorized use, duplication, or disclosure of 
this document is prohibited by law and may result in prosecution. 

Other businesses within Citigroup Inc. and affiliates of Citigroup Inc. may give advice, make recommendations, and 
take action in the interest of their clients, or for their own accounts, that may differ from the views expressed in this 
document. All expressions of opinion are current as of the date of this document and are subject to change without 
notice. Citigroup Inc. is not obligated to provide updates or changes to the information contained in this document. 

The expressions of opinion are not intended to be a forecast of future events or a guarantee of future results. Past 
performance is not a guarantee of future results. Real results may vary. 

Although information in this document has been obtained from sources believed to be reliable, Citigroup Inc. and its 
affiliates do not guarantee its accuracy or completeness and accept no liability for any direct or consequential losses 
arising from its use. Throughout this publication where charts indicate that a third party (parties) is the source, please 
note that the attributed may refer to the raw data received from such parties. No part of this document may be copied, 
photocopied or duplicated in any form or by any means, or distributed to any person that is not an employee, officer, 
director, or authorized agent of the recipient without Citigroup Inc.’s prior written consent. 

Citigroup Inc. may act as principal for its own account or as agent for another person in connection with transactions 
placed by Citigroup Inc. for its clients involving securities that are the subject of this document or future editions of the 
document. 

RISKS 

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal 
amount invested. Financial instruments or other products denominated in a foreign currency are subject to exchange 
rate fluctuations, which may have an adverse effect on the price or value of an investment in such products. This 
Communication does not purport to identify all risks or material considerations which may be associated with entering 
into any transaction. 
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Structured products can be highly illiquid and are not suitable for all investors. Additional information can be found in 
the disclosure documents of the issuer for each respective structured product described herein. Investing in structured 
products is intended only for experienced and sophisticated investors who are willing and able to bear the high 
economic risks of such an investment. Investors should carefully review and consider potential risks before investing. 

OTC derivative transactions involve risk and are not suitable for all investors. These instruments are not traded on an 
exchange and may lack standardisation, reducing pricing transparency and liquidity. OTC derivatives are subject to 
amongst other risks, counterparty risk – the risk that the other party may default on its obligations. Market volatility, 
interest rate shifts, and credit events can significantly affect valuations. Leverage inherent in OTC derivatives structures 
may amplify losses. Prior to entering into any OTC derivative, investors should ensure they fully understand the product 
structure, underlying assumptions, potential exposures and risks involved. Before entering into these transactions, 
you should: (i) ensure that you have obtained and considered relevant information from independent reliable sources 
concerning the financial, economic and political conditions of the relevant markets; (ii) determine that you have the 
necessary knowledge, sophistication and experience in financial, business and investment matters to be able to 
evaluate the risks involved, and that you are financially able to bear such risks; and (iii) determine, having considered 
the foregoing points, that capital markets transactions are suitable and appropriate for your financial, tax, business and 
investment objectives. 

This material may mention options regulated by the US Securities and Exchange Commission. Before buying or selling 
options you should obtain and review the current version of the Options Clearing Corporation booklet by clicking this 
link, Characteristics and Risks of Standardized Options. A copy of the booklet can be obtained upon request from 
Citigroup Global Markets Inc., 390 Greenwich Street, 3rd Floor, New York, NY 10013. 

Options involve significant risk and are not suitable for all investors. Buyers of options may lose the entire premium 
paid if the option expires worthless. Sellers of options face potentially unlimited losses (in the case of uncovered calls) 
or significant losses (in the case of puts). Options are leveraged instruments, and small price movements may result in 
substantial gains or losses. Liquidity risk may also arise in fast-moving markets, affecting exit pricing. Investors should 
understand the mechanics of options, including expiry, strike price, and underlying volatility, before engaging in such 
transactions. The prices used herein are historical and may not be available when your order is entered. Commissions 
and other transaction costs are not considered in these examples. Option trades in general and these trades in 
particular may not be appropriate for every investor. Unless noted otherwise, the source of all graphs and tables in 
this report is Citi. Because of the importance of tax considerations to all option transactions, the investor considering 
options should consult with his/her tax advisor as to how their tax situation is affected by the outcome of contemplated 
options transactions. 

Investments in bonds are subject to various risks, including but not limited to:  Interest rate risk - Bond prices generally 
fall when prevailing interest rates rise. Credit risk – a deterioration in the issuer’s credit rating or financial condition may 
lead to a decline in bond value or a default on payment obligations. Prepayment and reinvestment risk: Certain bonds 
may be repaid early, forcing reinvestment at potentially lower yields. Liquidity risk: Some bonds may be difficult to sell in 
adverse market conditions without significant price concessions. -  High yield bonds are subject to additional risks such 
as increased risk of default and greater volatility because of the lower credit quality of the issues. Investors should note 
that past yield levels are not indicative of future returns, and bonds may trade below par value depending on market 
conditions.  

https://www.theocc.com/getmedia/a151a9ae-d784-4a15-bdeb-23a029f50b70/riskstoc.pdf
https://www.theocc.com/getmedia/a151a9ae-d784-4a15-bdeb-23a029f50b70/riskstoc.pdf
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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 rating are also used by other market participants to indicate 
credit quality. 

Bond credit quality ratings Rating agencies 

Credit risk Moody ’s1 Standard and Poor’s2 Fitch Rating2 

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 quality (may default) Caa CCC CCC 

Most speculative Ca CC CC 

No interest being paid or bankruptcy petition filed C D C 

In default C D D 

1 The ratings from Aa to Ca by Moody’s may be modified by the addition of a 1, 2, or 3, to show relative standing within 
the category. 

2 The rating 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 standings 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. 
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An investment in alternative investments can be highly illiquid, is speculative and not suitable for all investors.   
Investing in alternative investments is for experienced and sophisticated investors who are willing to bear the high 
economic risks associated with such an investment.  Investors should carefully review and consider potential risks 
before investing.  Certain of these risks may include: 

• loss of all or a substantial portion of the investment due to leveraging, short-selling, or other speculative practices; 

• lack of liquidity in that there may be no secondary market for the fund and none is expected to develop; 

• volatility of returns; 

• restrictions on transferring interests in the Fund; 

• potential lack of diversification and resulting higher risk due to concentration of trading authority when a single 
advisor is utilized; 

• absence of information regarding valuations and pricing; 

• complex tax structures and delays in tax reporting; 

• less regulation and higher fees than mutual funds; and 

• manager risk. 

Individual funds will have specific risks related to their investment programs that will vary from fund to fund.  

Asset allocation does not assure a profit or protect against a loss. 

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

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 risks, 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. 

Environmental, Social and Governance (ESG) and sustainable investing may limit the type and number of investment 
opportunities, and, as a result may affect performance relative to other approaches that do not impose similar 
sustainability criteria. Sustainable investment products are subject to availability. Certain sustainable investment 
opportunities may not be available in all regions or not available at all. No guarantee is provided regarding the financial 
or sustainability performance of such products and the products may not meet their investment or sustainability 
objectives. 

There is currently no globally accepted framework or definition (legal, regulatory or otherwise) nor market consensus 
as to what constitutes, an “ESG”, “sustainable”, “impact” or an equivalently labelled product, or regarding what 
precise attributes are required for a particular investment, product or asset to be defined as such. Different persons 
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may arrive at varied conclusions when evaluating the sustainability attributes of a product or any of its underlying 
investments. Certain jurisdictional laws and regulations require classifications of investment products against their 
own sustainability definitions and as such there is likely to be a degree of divergence as to the meaning of such terms. 
For example, the term “sustainable investing” where used in this disclosure is by reference to CWI’s internal framework 
rather than any defined meaning under jurisdictional laws and regulations. There is no guarantee that investing in these 
products will have a sustainability impact. 

There are numerous ESG data providers that evaluate companies on their ESG performance and provide reports, 
ratings, and benchmarks. Report, rating and benchmark methodology, scope, and coverage, vary greatly among 
providers. ESG data may not be available for all companies, securities, or geographies and as such, may not necessarily 
be reliable or complete. Such data will also be subject to various limitations, including (inter alia): i) limitations in the 
third-party data provider’s methodologies; ii) data lags, data coverage gaps or other issues impacting the quality of the 
data; iii) the fact that there are divergent views, approaches, methodologies and disclosure standards in the market, 
including among data providers, with respect to the identification, assessment, disclosure or determination of “ESG” 
factors or indicators and which precise attributes are required for a particular investment, product or asset to be defined 
as such; iv) the fact that ESG information, including where obtained from third-party data providers, may be based on 
qualitative or subjective assessment, and any one data source may not in itself represent a complete ‘picture’ for the 
ESG metric that it represents; v) the fact that such data may be subject to change without any notice of this to CWI by 
the third-party data provider or other source. Furthermore, some of the data CWI obtains from third-party providers is 
not obtained directly from investee companies but rather represents estimated / proxy data that the third-party data 
provider has prepared using its own proprietary methodologies (e.g. because there is no actual investee company data). 
Such proprietary methodologies are also subject to various limitations of their own, acknowledging that estimates 
/ proxies are in and of themselves an inexact science. CWI does not make any representation or warranty as to the 
completeness or accuracy of any such third-party data (whether actual or estimated), or of data that is generated using 
this third-party data. CWI shall have no liability for any errors or omissions in the information where such information 
has been obtained from third parties or not. 

CITI PRIVATE BANK COUNTRY SPECIFIC DISCLOSURES 

Hong Kong /Singapore: 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) and is distributed 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. Investors should exercise caution in relying on this material. This 
communication contains confidential and proprietary information. It is strictly intended for and may only be distributed 
to  (i) an investor who qualifies as an “accredited investor” in Singapore (as defined under the Securities and Futures 
Act 2001 of Singapore if the investor is in Singapore or (ii) an investor who qualifies as a “professional investor” in Hong 
Kong (as defined under the Hong Kong Securities and Futures Ordinance and its subsidiary legislation) if the investor is 
in Hong Kong. 

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. 

In Singapore, 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. 

In Hong Kong, 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. 
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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 (Foreign Financial Services Providers) Instrument 
2026/798). 

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 
B00000395. 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. 

Citi may offer, issue, distribute or provide other services in relation to certain unsecured financial instruments issued or 
entered into by BRRD Entities (i.e., EU entities within the scope of Directive 2014/59/EU (the BRRD), including EU credit 
institutions, certain EU investment firms and / or their EU subsidiaries or parents) (BRRD Financial Instruments). 

In various jurisdictions (including, without limitation, the European Union and the United States) national authorities 
have certain powers to manage and resolve banks, broker dealers and other financial institutions (including, but not 
limited to, Citi) when they are failing or likely to fail. There is a risk that the use, or anticipated use, of such powers, or 
the manner in which they are exercised, may materially adversely affect (i) your rights under certain types of unsecured 
financial instruments (including, without limitation, BRRD Financial Instruments), (ii) the value, volatility or liquidity of 
certain unsecured financial instruments (including, without limitation, BRRD Financial Instruments) that you hold and 
/ or (iii) the ability of an institution (including, without limitation, a BRRD Entity) to satisfy any liabilities or obligations it 
has to you. In the event of resolution, the value of BRRD Financial Instruments may be reduced to zero and or liabilities 
may be converted into ordinary shares or other instruments of ownership for the purposes of stabilisation and loss 
absorption. The terms of existing BRRD Financial Instruments (e.g., date of maturity or interest rates payable) could be 
altered and payments could be suspended. 

There can be no assurance that the use of any BRRD resolution tools or powers by the BRRD Resolution Authority or 
the manner in which they are exercised will not materially adversely affect your rights as a holder of BRRD Financial 
Instruments, the market value of any investment you may have in BRRD Financial Instruments and/or a BRRD Entity’s 
ability to satisfy any liabilities or obligations it has to you. You may have a right to compensation from the relevant 
authorities if the exercise of such resolution powers results in less favourable treatment for you than the treatment that 

http://www.gov.je/dcs
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you would have received under normal insolvency proceedings. By accepting any services from Citi, you confirm that 
you are aware of these risks. 

Canada: Citi Private Bank is a business of Citigroup Inc. (“Citigroup”), which provides its clients access to a broad array 
of products and services available through bank and non-bank affiliates of Citigroup. Not all products and services are 
provided by all affiliates or are available at all locations. 

In Canada, Citi Private Bank is a division of Citibank Canada, a Schedule II 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. 

Citibank Canada Investment Funds Limited (“CCIFL”) is not currently a member and does not intend to become a 
member of the Canadian Investment Regulatory Organization (“CIRO”); consequently, clients of CCIFL will not have 
available to them investor protection benefits that would otherwise derive from membership of CCIFL in the CIRO, 
including coverage under any investor protection plan for clients of members of the CIRO. 

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). 

Israel: This communication is directed at persons who are “Eligible Clients” as such term is defined in the Israeli 
Regulation of Investment Advice, Investment Marketing, and Investment Portfolio Management law, 1995 (the 
“Advisory Law”). This communication is not intended for retail clients and Citi will not make such products or 
transactions available to retail clients. The presenter is not licensed as investment advisor by the Israeli Securities 
Authority (“ISA”). The information contained herein may relate to matters that are not regulated by the ISA. Any 
securities which are the subject of this communication may not be offered or sold to any Israeli person except pursuant 
to an exemption from the Israeli public offering rules. 

UAE CPB: In the UAE, Citibank N.A. UAE Branch is licensed by the Central Bank of the UAE as a branch of a foreign 
bank. 

The private banking business operates under Citibank N.A. UAE Branch which is licensed with UAE Securities and 
Commodities Authority (“SCA”) to undertake the financial activity of A) promotion under license number 20200000097 
B) Trading broker in international markets under license number 20200000198 C) portfolios management license 
number 20200000240. 

Mutual funds distributed by Citibank N.A. UAE Branch private banking business are registered with SCA. 

The approval of SCA, in relation to the promotion of the investment products in the U.A.E. does not constitute a 
recommendation by SCA to purchase or invest in the respective investment products and SCA accepts no responsibility 
and shall not be held liable for the failure of any concerned parties to fulfil their obligations and duties in relation to the 
investment products or for the accuracy and integrity of the data contained in the relevant subscription prospectus. 

CONSUMER, CITIGOLD AND CITIGOLD PRIVATE CLIENT COUNTRY SPECIFIC DISCLOSURES 
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Hong Kong:  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. The contents of this communication have not been reviewed by any regulatory 
authority in Hong Kong. 

This communication is for general information only, is not intended as a recommendation or an offer or solicitation 
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