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China’s Mortgage Boycott: A Lehman Moment (Again) or
A Tempest in a Teapot?

e China’s economic recovery is underway after the prolonged lockdown of Shanghai.
However, the property sector and the banking system face greater risks, as
mortgage boycotts or strikes have erupted in 80 cities across the country,
threatening the best assets held by Chinese banks on their balance sheets. Indeed,
some observers have started to label this emerging property market risk as China’s
Lehman Moment...again.

The potential impact on financial and social stability has already accelerated the
policy response, with a potential grace period being proposed for borrowers, as well
as proposals for more coordinated financial and administrative policies to speed up
project completions.

The size of the mortgage boycotts remains relatively small at this stage. Assuming
9% of housing units pre-sold in the past two years are at risk of payment strike,
mortgage NPLs could quadruple to 1.4% of total mortgages. Still, this would add just
0.3% to the overall NPL ratio, which was reported at 1.7% as of March. However, if
allowed to fester, the potential damage to the banking system could be large.

We believe China has both the policy tools and the political will to keep this tempest
of mortgage strikes in a teapot. In particular,

o Halt the implementation of the ‘three red lines’

o Instruct local governments to take a decisive role to accelerate the restructuring
of defaulted developers, and deploy the pre-sale funds to complete the troubled
property projects

o Continue to manage expectations by removing factors that could undermine the

recovery of the property market.

As a result, we believe the situation is manageable, as some of the needed
measures are already being taken. In fact, the mortgage strikes may have
accelerated a part of the stimulus program that had seen the least progress. We
maintain our view that the episode of mortgage strikes won’t derail China’s cyclical
recovery in the second half.
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Recovery is underway, but the property sector worries have worsened

Despite a QoQ growth contraction of 2.6% in Q2, China averted a negative GDP growth YoY with a modest 0.4%. It is the
second lowest quarterly growth since the early 1990s. After the re-opening of Shanghai, June monthly economic activity

data have shown a broad-based recovery with industrial production and retail sales rebounding strongly, while fixed asset
investment growth remained steady (Figure 1 & 2).

However, property sector worries deepened. Property investment growth continued to decline, registering a contraction of
5.4% in H1 (Figure 3). While the sharp fall in property sales eased somewhat in June (Figure 4), mortgage boycotts or
strikes have erupted in 80 cities across the country (as of July 15), potentially threatening the best assets held by the
Chinese banking system. Some have started to label the emerging property market risk as China’s Lehman Moment again?.
We believe the ongoing crisis, given its social stability implication leading to the 20t party congress, will likely be dealt with
decisive policy interventions ahead, and we don’t think this event would derail China’s economic recovery in H2.

Figure 1: Despite a QoQ contraction, China’s Q2 GDP Figure 2: The June IP and retail sales rebounded, while
growth YoY averted a contraction fixed asset investment remained steady
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Figure 3: Property investment growth further Figure 4: Property sales recovered considerably, but
contracted in June property prices continued to fall
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! See “Is China Stumbling Into Its Own Mortgage Crisis?” by Shuli Ren, Bloomberg Opinion, July 14 2022.
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What are the reasons behind the mortgage boycotts?

China’s property developers have long adopted a practice of pre-sales, first invented in Hong Kong, as a means to eliciting
interest and commitment from potential home buyers, while also advancing payments to finance new projects. When
developers are well-funded with a booming property market, pre-sale properties have little risk and home buyers can also
enjoy property valuation gains even before their properties are being completed.

However, when developers are liquidity constrained or facing solvency risk, they often fail to deliver the promised
properties. The home buyers locked in pre-sale contract may lose their down payments. For those who have already started
paying their mortgages, their losses are even bigger given the housing debt remains the same, but the value of the
properties dropped.

While anecdotal incidents took place before?, the current scale and the widespread nature of mortgage boycotts or strikes
have been unprecedented for the following reasons, thus requiring urgent policy attention.

e The developer financing difficulties are worsening. As shown in Figure 5, 30 large developers have defaulted,
either in the onshore RMB credit market or in the offshore USD bond market. Given their total debt at around
RMB30.32tn (USD4.5tn), a further deterioration of their financial conditions will not only have social stability
implications owing to their failure to deliver pre-sale properties, but also pose a significant risk to the health of
China’s banking system. The aggressive push by regulators to impose three red lines® on developers have caused
the problem. This policy would need to be relaxed in order to avert crisis.

e China’s property market has already been in an unprecedented slump, and property prices have started to fall as
well. Citi Research estimates that out of 35 residential construction projects that failed to deliver the property to
home buyers, their property prices may have dropped by 10-15%%.

e Some pre-sale home buyers have lost their jobs recently owing to the Covid lockdowns and economic downturn.
The unfinished property gives them a good excuse to walk away from their pre-sale mortgage contract.

Figure 5: 30 large property developers have defaulted so far, and their overall debt liabilities are huge

Developer Liabilities (bil) Default yr  Developer Liabilities (bil) Default yr
Evergrande 2000 2021 Contemporary real estate 80 2021
Sunac 1000 2022 Sansheng Hongye 50 2019
WTO 400 2022 Yuzhou 90 2022
China Fortune Land Development 260 2020 Junfa 120 2022
R&F 300 2021 Fusheng 70 2019
Sunshine City 350 2021 Tahoe 200 2019
Zhengrong 200 2022 Dafa 30 2022
Blu-ray 200 2021 Field Property 20 2021
Longguang 200 2022 Sunshine 100 40 2021
middle beam 200 2022 Derun Chuangzhan 2 2021
Kaisa 230 2021 Baoneng Real Estate 200 2021
Aoyuan 250 2021 Guangzhou Yuetai 8 2021
Xiangsheng 150 2022 Guangyao Real Estate 10 2021
Xinli 100 2021 Zhonggeng Real Estate 30 2021
Fantasia 60 2021 Zhuoda Estate 30 2018
Total Amounts: CNY 30,320 billion / USD 4.5 trillion

Source: Bloomberg and Citi Research, as of July 2022

2 For example, a case in Jiaxin, Zhejiang province in 2022 and a case in Huizhou, Guangdong provinces in 2018, home buyers won
legal cases to stop mortgage payments until developers deliver the property.

3 Three red lines refer to: 1) The asset-liability ratio after deducting advance receipts shall not exceed 70%; 2) The net debt-to-debt
ratio shall not exceed 100%; 3) The cash short-term debt ratio shall not be less than one.

4 See “Assessing Residential Mortgage Non-Repayment Risk” China Property and China Banks, Citi Research, 13 July 2022.
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How big is the problem?

As of July 12, there are 18 provinces and 47 cities involved in the mortgage boycott around China, and among them, the
Henan province has the most problem with 32 halted housing projects experiencing mortgage strikes (Figure 6). The city
of Zhengzhou—Henan’s provincial capital—has the highest ratio, among major cities, of around 28% of unfinished projects
halted due to developer funding problems (Figure 7).

Figure 6: Mortgage strikes are widespread across Figure 7: Percentage of units with delivery issues in 12
China cities
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Meanwhile, the number of potentially unfinished housing projects could become larger and will likely increase rapidly in the
near future, short of urgent policy interventions from both government and financial institutions. As shown in Figure 8, the
sales growth of residential buildings under construction have fallen substantially below that of finished buildings since the
end of 2021. Given the ratio of pre-sale floor space is over 80% of total new residential floor space sold (Figure 9), the
current mortgage strike could depress new home sales further, which would worsen the developer liquidity conditions
further and could lead to additional defaults.

Indeed, this observation is also validated by investigating the financing sources of developers (Figure 10). Property sales
constitutes the largest source of developer funding, at over 42% of the total. Thus, the slower in property sales, the more
liquidity constrained developers will become. This could easily run into a vicious and downward spiral for developers and
mortgages, which threatens the best assets in the banking system.

Figure 8: Sales of unfinished properties dropped much Figure 9: Pre-sales account for over 80% of total new
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Figure 10: Pre-sales amounted to 29% of financing Figure 11: Percentage of mortgage loans in 11 listed
structure of property developers in 2021 banks involved in the mortgage strikes

a Sales returned: Personal housing The non-performing Percentage of bank's
Deposits & advanced loan balance (bil) loan balance (mil) total mortgage loan
payments . Industrial Bank 1121.169 1600 0.1427%

u Sales returned:

Mortgages Bank of Nanjing 83.2 21.14 0.0254%
Bank of Jiangsu 244.6 31 0.0127%

Loans ABC 5340 660 0.0124%
Ping An Bank 282.919 31.8 0.0112%

Self-raised fund Minsheng Bank 591.039 66 0.0112%
ICBC 6360 637 0.0100%

= Others Bank of Communications 1500 99.8 0.0067%
Postal Savings Bank 2000 127 0.0064%

Pavabl China Merchants Bank 1374.406 12 0.0010%
© rayables Everbright Bank - 65 0.0010%

Source: Haver Analytics, as of July 2022 Source: Banks’ Official Websites and Citi Research, as of July 2022

How big an impact on the banking system at this stage?

Chinese banks have reacted quickly by announcing their exposures to those residential projects already experiencing
mortgage strikes, but these appear grossly underestimated. From the announced numbers, the Industrial Bank has the
highest percentage of mortgage loans experiencing mortgage strike, at 0.14% of its total mortgage loans or at a value of
RMB1.6bn, while the other banks seem to have much smaller exposure to mortgage strikes relative to their mortgage

portfolio (Figure 11). Among the RMB38.3tn in total mortgages outstanding in the Chinese banking system, the exposure
to mortgage boycotts is tiny, at only 0.008%.

Figure 11: Property assets in banks’ balance sheet at Figure 12: The mortgage boycott incidence won’t derail
the end of 2021 China’s H2 recovery
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But the potential impact on the banking system can be much larger than reported by the individual banks. Based
on new mortgage loans extended in 2020 (RMB2.9tn) and 2021 (RMB3.2tn), and assume 9% of housing units constructed
in 2020-2021 are experiencing construction halt owing to developer liquidity or solvency, Citi Research estimates that
potentially RMB561bn of mortgages are at risk of payment strike®. As a result, the mortgage NPL ratio could rise to 1.4%
of the RMB38.8tn in total mortgages, up from the current mortgage NPL ratio of 0.35%. Together with the 0.6% exposure

to high risk developer loans in the banking system, the overall NPL ratio may rise to 2.6% of the RMB212tn loan book,
from 1.7% reported in March 2022.

% See “Assessing Residential Mortgage Non-Repayment Risk” China Property and China Banks, Citi Research, 13 July 2022.
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Do authorities have the policy tools to keep the tempest of mortgage strikes in a teapot?

We think so but this also requires decisive policy changes.

First, the ‘three red lines’ policy will need to be relaxed. The aggressive enforcement of the ‘three red lines’
policy since last year has pushed many reputable developers to either a liquidity crisis or a solvency crisis. This
policy will then need to be relaxed to encourage banks to resume normal lending to the property sector and allow
developers to tap capital markets for funding as well. Once developer funding is restored, the unfinished projects
would be more likely to be completed. The mortgage strike should also end. Indeed, the banking regulator signaled
on July 18 that banks would be encouraged to fund project completions.

Second, China will need to change the firm-led approach to engage in property sector restructuring. While
a Lehman moment scenario can be ruled out, the slow debt restructuring among those weak developers has been
impeding a quick recovery in the property market.

o The PBoC, together with CBIRC and CSRC, has taken a firm-led approach to restructuring troubled
developers. Banks and the bond market have offered merger and acquisition (M&A) restructuring financing
for SOE developers and some large and healthy private developers to purchase the assets from weak
private developers.

o However, owing to the opaqueness of the true liabilities of weak and defaulting private developers, the
M&A process has been painfully slow so far. Without new funding from restructuring, many private
developers’ liquidity problems deteriorated into a solvency trap. More developers chose to default on their
onshore RMB and offshore USD debts.

o The rapid deleveraging process has also forced healthy developers to cut new investments and land
purchases. This then led to a drop in fixed investment, while also constraining China’s growth potential.
The longer the restructuring process takes, the slower the recovery of the property market will be. During
the process, the collateral value of developers will continue to decline.

o To address this problem, the central and local governments will need to play a decisive role in accelerating
the restructuring process so that the M&A and restructuring process can proceed quickly. The central
government needs to more clearly state the intentions and goals of policy.

Third, pre-sale fund locked up by local government will need to be distributed and deployed to help
complete the halted property projects. One of the triggers for the mortgage strike was that some pre-sale funds
have to misappropriated for other purposes for released to developers before actual project completion, which had
been common practice during the good times. Some local governments have become very reluctant to release
pre-sale funds as a result. However, this problem could be addressed with local government monitoring of
payments and construction progress, given the urgency to deliver of residential property projects.

Forth, relax other property curbs and remove the uncertainties facing China’s property sector in the
medium term, including the property tax trial. To boost property demand, local government will need to remove
their property purchase restrictions further. In such a severe property downturn, the Ministry of Finance should
also announce further delay to the property tax trials by another few years to manage market expectations (Figure
13).
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Figure 13: China — Progress on Property Tax Legislation

Time Event Key Takeaways

Mar 5th NPC gov working report The property tax legislation should be accelerated.

Vice Minister confirmed that at present, the NPC Standing Committee Budget Working Committee, MoF and
other relevant parties are working hard to draft the real estate tax law.

The information management platform for real estate registration has been unified nationwide, paving way
for property tax reform.

Mar 7th MoF NPC media press

Jun 16th Ministry of Natural Resources

Jul 5th State council The notice on state council supervision champion stressed the supervision on property registration.
Jul 16th NBS media pres. on 1H economic  On property market development, gov’t will quicken implementation of property tax relevant measures.
Sep 7th 13th NPC legislative agenda The property tax legislation is planned to submit for approval to the 13th NPC Standing Committee

Source: Bloomberg and Citi Research

In conclusion, we think the governments at both central and local government levels have necessary policy
tools at their disposal and also the political will to take speedy actions to avoid the unpleasant outcome of
further deterioration of the mortgage strikes.

Many signals of policy action have already emerged over the past week, such as those surrounding the grace
period and the associated financial help to complete projects. Given the Q2 politburo meeting will usually open after
Q2 GDP data release in the second half of July, we think the mortgage boycotts will be deemed to be an important
meeting agenda. It is highly probable that the authorities will take what it takes to keep the tempest of mortgage boycotts
into a teapot. Thus, despite rising market concerns, we maintain our view that the episode of mortgage boycotts won’t
derail China’s cyclical recovery in H2 (Figure 12).
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additional risks such as increased risk of default and greater volatility because of the lower credit quality of the issues. Finally, bonds can be subject to prepayment risk. When
interest rates fall, an issuer may choose to borrow money at a lower interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose
the interest payments from the investment and will be forced to reinvest in a market where prevailing interest rates are lower than when the initial investment was made.
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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 ratings are also used by other market participants to indicate credit quality.

Bond credit quality ratings Rating agencies

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

Highest quality Aaa AAA AAA
High guality (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 CCcC [ofe(e}
Most speculative Ca ccC cc
No interest being paid or bankruptcy petition filed C D C
In default G D D

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

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

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

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

Additionally, the underlying collateral supporting non-Agency MBS may default on principal and interest payments. In certain cases, this could cause the income stream of the
security to decline and result in loss of principal. Further, an insufficient level of credit support may result in a downgrade of a mortgage bond's credit rating and lead to a
higher probability of principal loss and increased price volatility. Investments in subordinated MBS involve greater credit risk of default than the senior classes of the same
issue. Default risk may be pronounced in cases where the MBS security is secured by, or evidencing an interest in, a relatively small or less diverse pool of underlying
mortgage loans.

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

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

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

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

Past performance is no guarantee of future results.

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

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

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

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

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

Citibank, N.A. is incorporated in the United States of America and its principal regulators are the US Office of the Comptroller of Currency and Federal Reserve under US
laws, which differ from Australian laws. Citibank, N.A. does not hold an Australian Financial Services License under the Corporations Act 2001 as it enjoys the benefit of an
exemption under ASIC Class Order CO 03/1101 (remade as ASIC Corporations (Repeal and Transitional) Instrument 2016/396 and extended by ASIC Corporations
(Amendment) Instrument 2021/510).

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 by the European Central Bank and regulated by the Central Bank of Ireland and the
European Central Bank (reference number is C26553). Citibank Europe plc (UK Branch) is also authorised by the Prudential Regulation Authority and with deemed variation
of permission. Citibank Europe plc (UK Branch) is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority.
Details of the temporary permissions regime, which allows EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the
FCA’s website. 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.

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

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

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

Global Consumer Bank (Asia Pacific and EMEA):

“Citi analysts” refer to investment professionals within Citi Research (“CR”), Citi Global Markets Inc. (“CGMI”), Citi Private Bank (“CPB”) and voting members of
the Citi Global Investment Committee. Citibank N.A. and its affiliates / subsidiaries provide no independent research or analysis in the substance or preparation
of this document.

The information in this document has been obtained from reports issued by CGMI and CPB. Such information is based on sources CGMI and CPB believe to be reliable.
CGMI and CPB, however, do not guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates constitute CGMI and CPB's judgment as of the
date of the report and are subject to change without notice. This document is for general information purposes only and is not intended as a recommendation or an offer or
solicitation for the purchase or sale of any security or currency. No part of this document may be reproduced in any manner without the written consent of Citibank N.A.
Information in this document has been prepared without taking account of the objectives, financial situation, or needs of any particular investor. Any person considering an
investment should consider the appropriateness of the investment having regard to their objectives, financial situation, or needs, and should seek independent advice on the
suitability or otherwise of a particular investment. Investments are not deposits, are not obligations of, or guaranteed or insured by Citibank N.A., Citigroup Inc., or any of their
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affiliates or subsidiaries, or by any local government or insurance agency, and are subject to investment risk, including the possible loss of the principal amount invested.
Investors investing in funds denominated in non-local currency should be aware of the risk of exchange rate fluctuations that may cause a loss of principal. Past performance
is not indicative of future performance, prices can go up or down. Investment products are not available to US persons. Investors should be aware that it is his/her
responsibility to seek legal and/or tax advice regarding the legal and tax consequences of his/her investment transactions. If an investor changes residence, citizenship,
nationality, or place of work, it is his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all applicable laws and
regulations as and when such becomes applicable. Citibank does not provide legal and/or tax advice and is not responsible for advising an investor on the laws pertaining to
his/her transaction.

Citi Research (CR) is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As a
result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a
single factor in making their investment decision. For more information, please refer to https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

Market Specific Disclosures

Australia: This document is distributed in Australia by Citigroup Pty Limited ABN 88 004 325 080, AFSL No. 238098, Australian credit licence 238098. Any advice is general
advice only. It was prepared without taking into account your objectives, financial situation, or needs. Before acting on this advice you should consider if it's appropriate for
your particular circumstances. You should also obtain and consider the relevant Product Disclosure Statement and terms and conditions before you make a decision about
any financial product, and consider if it’'s suitable for your objectives, financial situation, or needs. Investors are advised to obtain independent legal, financial, and taxation
advice prior to investing. Past performance is not an indicator of future performance. Investment products are not available to US people and may not be available in all
jurisdictions.

Bahrain: This document is distributed in Bahrain by Citibank, N.A., Bahrain. Citibank, N.A., Bahrain, may in its sole and absolute discretion provide various materials relating
to the securities for information purposes only. Citibank, N.A., Bahrain is licensed by the Central Bank of Bahrain as a Conventional Retail and Wholesale Bank and is bound
by the CBB's regulations and licensing conditions with regards to products and services provided by Citibank, N.A. Bahrain. These terms are governed by and shall be
construed in accordance with the laws of the Kingdom of Bahrain. The Customer irrevocably agrees that the civil courts in the Bahrain shall have non-exclusive jurisdiction to
hear and determine any suit, action or proceeding and to settle any disputes which may arise out of or in connection with these Terms and Conditions and for such purposes
the Customer irrevocably submits to the jurisdiction of such courts. Investment products are not insured by government or governmental agencies. Investment and Treasury
products are subject to Investment risk, including possible loss of principal amount invested. Past performance is not indicative of future results: prices can go up or down.
Investors investing in investments and/or treasury products denominated in foreign (non-local) currency should be aware of the risk of exchange rate fluctuations that may
cause loss of principal when foreign currency is converted to the investors” home currency. Investment and Treasury products are not available to U.S. persons. All
applications for investments and treasury products are subject to Terms and Conditions of the individual investment and Treasury products. Customer understands that it is
his/her responsibility to seek legal and/or tax advice regarding the legal and tax consequences of his/her investment transactions. If customer changes residence, citizenship,
nationality, or place of work, it is his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all applicable laws and
regulations as and when such becomes applicable. Customer understands that Citibank does not provide legal and/or tax advice and are not responsible for advising him/her
on the laws pertaining to his/her transaction. Citibank Bahrain does not provide continuous monitoring of existing customer holdings.

People's Republic of China: This document is distributed by Citibank (China) Co., Ltd in the People's Republic of China (excluding the Special Administrative Regions of
Hong Kong and Macau, and Taiwan).

Hong Kong: This document is distributed in Hong Kong by Citibank (Hong Kong) Limited ("CHKL") and Citibank N.A.. Citibank N.A. and its affiliates / subsidiaries provide no
independent research or analysis in the substance or preparation of this document. Investment products are not available to US persons and not all products and services are
provided by all affiliates or are available at all locations. Prices and availability of financial instruments can be subject to change without notice. Certain high-volatility investments
can be subject to sudden and large falls in value that could equal the amount invested.

India: This document is distributed in India by Citibank N.A. Investment are subject to market risk including that of loss of principal amounts invested. Products so distributed
are not obligations of, or guaranteed by, Citibank and are not bank deposits. Past performance does not guarantee future performance. Investment products cannot be offered
to US and Canada Persons. Investors are advised to read and understand the Offer Documents carefully before investing.

Indonesia: This report is made available in Indonesia through Citibank N.A., Indonesia Branch. Citibank N. A., is a bank that is licensed, registered and supervised by the
Indonesia Financial Services Authority (OJK).

Korea: This document is distributed in South Korea by Citibank Korea Inc. Investors should be aware that investment products are not guaranteed by the Korea Deposit
Insurance Corporation and are subject to investment risk including the possible loss of the principal amount invested. Investment products are not available to US persons.

Malaysia: Investment products are not deposits and are not obligations of, not guaranteed by, and not insured by, Citibank Berhad, Citibank N.A., Citigroup Inc. or any of
their affiliates or subsidiaries, or by any government or insurance agency. Investment products are subject to investment risks, including the possible loss of the principal
amount invested. These are provided for general information only and are not intended as a recommendation or an offer or solicitation for the purchase or sale of any security
or currency or other investment products. Citibank Berhad does not represent the information herein as accurate, true or complete, makes no warranty express or implied
regarding it and no liability whatsoever will be accepted by Citibank Berhad, whether in contract, tort or otherwise, for the accuracy or completeness of such information
including any error of fact or omission herein which may lead to any direct or consequential loss, damages, costs or expenses arising from any reliance upon or use of the
information in the material. The contents of these materials have not been reviewed by the Securities Commission Malaysia.

Philippines: This document is made available in Philippines by Citicorp Financial Services and Insurance Brokerage Phils. Inc, and Citibank N.A. Philippine Branch.
Investors should be aware that Investment products are not insured by the Philippine Deposit Insurance Corporation or Federal Deposit Insurance Corporation or any other
government entity.

Singapore: This report is distributed in Singapore by Citibank Singapore Limited (‘CSL”). Investment products are not insured under the provisions of the Deposit Insurance
and Policy Owners’ Protection Schemes Act of Singapore and are not eligible for deposit insurance coverage under the Deposit Insurance Scheme.

Thailand: This document contains general information and insights distributed in Thailand by Citigroup and is made available in English language only. Citi does not dictate
or solicit investment in any specific securities and similar products. Investment contains certain risk, please study prospectus before investing. Not an obligation of, or
guaranteed by, Citibank. Not bank deposits. Subject to investment risks, including possible loss of the principal amount invested. Subject to price fluctuation. Past
performance does not guarantee future performance. Not offered to US persons.
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UAE: This document is distributed in UAE by Citibank, N.A. UAE. This is not an official statement of Citigroup Inc. and may not reflect all of your investments with or made
through Citibank. For an accurate record of your accounts and transactions, please consult your official statement. Before making any investment, each investor must obtain
the investment offering materials, which include a description of the risks, fees and expenses and the performance history, if any, which may be considered in connection with
making an investment decision. Each investor should carefully consider the risks associated with the investment and make a determination based upon the investor's own
particular circumstances, that the investment is consistent with the investor’s investment objectives. At any time, Citigroup companies may compensate affiliates and their
representatives for providing products and services to clients.

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

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

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

© Al rights reserved Citibank UK Limited and Citibank N.A. (2022).

Vietnam: This document is distributed in Vietnam by Citibank, N.A., - Ho Chi Minh City Branch and Citibank, N.A. - Hanoi Branch, licensed foreign bank’s branches regulated
by the State Bank of Vietnam. Investment contains certain risk, please study product’'s prospectus, relevant disclosures and disclaimers and the terms and conditions for
details before investing. Investment products are not offered to US persons.

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.

© 2022 Citigroup Inc. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and registered throughout the world.
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