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From Rescue to Rescue 

Who needs the rescue now, the economy or the bond market? History’s largest fiscal stimulus (14% of 

US GDP) at a time when vaccines are putting down the COVID pandemic should vault US growth to 6% or 

above in 2021 and boost imports sharply. Global growth may eclipse 5% this year and sustain a 4% rate 

through 2022 or longer.   

US inflation should rise above 3% over the remainder of 2021.  The inflation outlook for the longer-term 

depends on how gradually central banks move away from monetary policies suited for economic collapse 

and the global health emergency. 

The Federal Reserve says its key policy rate is expected to average 2.5% over the longer-term. This 

is very likely an exaggeration.  However, given the central bank’s higher inflation target and an eventual 

normalization of term premia, 2.5% does seem a reasonable average for 10-year US Treasury yields in 

the coming few years.  

In the near term, a large rise in US bond yields relative to other developed markets and a plunge in 

hedging costs suggests upward yield pressures will soon slow. 

In 2019, we added gold as a tactical overweight on plunging global interest rates. With long-term yields 

reversing their plunge after gold has appreciated sharply, we’ve eliminated the overweight. We do see  gold 

and other real asset returns supported over a longer-term time frame as central banks seek higher inflation 

to ease debt burdens. 

We’ve raised tactical allocations to UK shares and US Treasury Inflation Protected Securities, 

pushing up both our global equity and bond allocations slightly.  UK equities have been hamstrung by 

a heavy cyclical composition of industries most exposed to COVID disruptions.  The now largely resolved 

political uncertainties of the past five years have left UK valuations cheap.  Shares trade at 14X 2021 EPS 

with a 4% average yield. 

Like most bonds, TIPS have a high valuation. Nonetheless, the 14% drop in long-term US Treasury 

prices in the year-to-date has improved the return outlook. Investors will directly earn gains in US 

consumer prices. The TIPS inflation benchmark trends higher than the Fed’s preferred inflation gauge.  We 

see TIPS as a low risk asset within our deeply underweight global fixed income allocation (now -9.5%).   

The Fed’s decision to end emergency rules allowing US banks to buy Treasuries with lessoned capital 

requirements may slightly exacerbate the bond rout.  At the margin, however, it is more likely to raise 

customer funding costs and put even more downward pressure on deposit rates 

We discuss Brazil’s struggle with a Covid surge and populist pushes below and in a separate LATAM 

bulletin.  
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GIC | March 17  

The Citi Private Bank Global Investment Committee (GIC) eliminated our tactical 

overweight in gold, reinvesting the proceeds in US Treasury Inflation Indexed 

bonds and UK equities. This resulted in slight increases in both global equity and 

bond weightings. (Global Equities and REITs rose from +9.0% to +10%, while 

Fixed Income rose from -9.5% to -9.0%. We remain underweight cash by 1.0%).   

The GIC added gold as a tactical overweight in August 2019 on what was then a 

plunge in global bond yields. We added further to the position during the crisis 

months of early 2020 before scaling back. Gold has risen 16% over the period. 

The case for gold as a long-term strategic holding is improving among real assets 

generally, as central banks target a higher inflation rate. However, like long-

duration bonds, gold is a tactical performance risk when market interest rates rise.  

Since 1985, gold has risen more than 20% during six periods, and fell more than 

20% in four cases. The sizeable gains for gold through 2020 reflected a peak pace 

of US monetary easing. This leaves both gold and bond valuations vulnerable this 

year.  

We remain deeply underweight Global Fixed Income because of record low 

sovereign bond yields, particularly in Europe and Japan. We would expect 10-year 

US Treasury yields to average 2.5% in the coming few years, versus 1.65% at 

present. We are also fundamentally optimistic on credit assets. Nevertheless, the 

13% decline in long-duration US Treasuries in 2021-to-date has reduced valuation 

risk. The large and rising US yield premium for long-term US Treasuries compared 

to other developed markets will attract global demand, likely slowing the rise in US 

yields. A plunge in foreign exchange hedging costs for US dollar assets is a critical 

support.  

We expect near-term inflation to spike, with US consumer price inflation (CPI) likely 

to rise above 3% annualized for the remainder of 2021. US TIPS holders will 

directly receive this inflation compensation, but lose a smaller amount of accrued 

principal. The Fed’s higher inflation target – to make up for the past decade’s 

shortfall in hitting that target – should benefit TIPS holders over the long term.  

Given large distortions to the world economy and record fiscal stimulus at a time of 

effective vaccinations, headline inflation in the coming year will likely exceed the long-term rate. The rise in gasoline futures prices alone suggests a greater- than-3% 

twelve-month CPI increase even with no change in the pace of other price gains. 

To limit our overall bond valuation exposure to fixed income during a time of rising inflation, we trimmed the allocation for US government guaranteed debt, such as 

agency Mortgage Backed Securities. 

Both TIPS and UK equities are already overweights within our asset allocation. We added 1.0% to both weightings today. UK equities sport a 4.0% average dividend 

yield, which appears increasingly well supported and likely to grow. UK equities trade at a valuation of just 14.2 times current year EPS estimates, a nearly 40% 

discount to US equities, with a strong EPS rebound likely through 2022.   

UK equities were hamstrung by a heavy cyclical composition of industries most exposed to COVID disruptions. The strong performance of the UK vaccination rollout 

contrasts with a highly uneven one in the European Union. Now largely resolved, Brexit trade uncertainties have held back foreign investor allocations to the UK over 

the past five years. Strong trade exposures and a rebounding domestic economy should support various UK equities across sectors. While UK equities have performed 

in line with emerging markets (EM), the country has a far lower negative correlation to movements in the US dollar than EM. With the rise in US relative yields and a 

record US fiscal stimulus likely to push US real GDP growth toward 6% this year, we consider a rebound in the US dollar a potential performance risk to assets we 

believe are otherwise poised for recovery.  

Looking ahead, we are keenly watching US large-cap and Chinese equity markets. These are both neutral weightings in our asset allocation apart from healthcare and 

REITs. With US large-cap value outperforming growth by nearly 15 percentage points over the past six months, we will reallocate towards longer-term enduring growth 

opportunities at some point after the recovery from the COVID shock in cyclical industries is more fully priced – see our Outlook 2021 for discussion.  

ASSET CLASSES | Global USD with Alternatives Level 3 
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FIXED INCOME      

Developed Sovereign →     
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High Yield       
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Who Needs the Rescue Now, the Economy or 
the Bond Market? 

“Close your eyes and don’t look down…” It feels like this is Fed Chairman Jay Powell’s 

message to the bond market as the central bank crosses the COVID chasm, carrying investors 

along on its back. 

The Fed expects the US economy to grow 6.5% in 2021, average 4% growth through 2023, and 

unemployment to sink to 3.5%.  Yet the majority of the Committee says it sees a base policy 

rate of 0% through this whole period.   

So what should we think about the famous “dot plot” which shows each Federal Open Market 

Committee participant’s forecast for the economy and the “appropriate” monetary policy?  This 

shows only 7 of 18 participants (Fed governors and regional bank presidents) expect a US 

policy rate above zero in 2023.  To this, Fed Chairman Powell said at his March press 

conference, “the strong bulk of the committee is not showing a rate increase during the forecast 

period…Part of that is wanting to see actual data rather than just a forecast at this point.”   

So wait Mr. Chairman, does this mean we can’t use your forecasts as forecasts?  Are you 

saying that if and when the pandemic is put down, the recovery broadens, and the largest fiscal 

stimulus in history actually gets spent, then your rate forecast may change? Why yes, we think 

it does mean that! 

Asked by reporters about the economic conditions under which the Fed might stop purchasing 

$120 billion in US bonds with newly created money every month, Powell said “...Until we give a 

signal, you can assume we are not there yet.” 

Let’s be clear. We owe global policymakers a debt of gratitude once again for their emergency 

management.  Twice in the past fifteen years, the world has confronted an economic 

catastrophe that could have had far worse, self-reinforcing negative effects.  These could easily 

have harmed the public over the long run (and may still do so to a lessened extent). As we 

joked in the Private Bank’s last CIO Strategy Bulletin, Herbert Hoover would have benefitted 

from having Janet Yellen instead Andrew Mellon to set US economic policies in the 1930s. 

Yet let’s remember too as investors that it is the economy that requires saving.  The 

government bond market is at most a tool of public policy. If managing through the crisis 

required unsustainably low interest rates, and if future financial stability requires reversing such 

policies, investors take the risks and bear them in portfolios.  The Fed and Treasury are working 

to save families from ruin, not to provide a smooth ride for investors across the chasm. 

The Fed Chairman’s words, essentially saying “stop and live in the moment” is of limited value 

to any buyer of long-term bonds.  We don’t dispute that the Fed will in fact see the economy 

through to a full recovery by avoiding pre-mature tightening.  Yet deep into a post-COVID world 

recovery, the monetary policy of the pandemic period is unlikely to be the right policy. By 

definition, long-term US Treasury yields are a forecast of future Fed policy through the entire 

maturity of the instrument along with a variable term premium. 

A Healthy Reckoning  

The “beginning of the end” of the COVID shock comes with a reckoning. US 10-year Treasury 

yields have risen 70 basis points in the young year to date. Yields are nearly 1.2 percentage 

point above the crisis low of 0.5% in mid-2020 (history’s lowest US yields).  For the longest 

duration maturities (20+ years), the total return in US Treasuries is about -14% this year. 

With US interest rate uncertainty now elevated and sweeping through other asset classes and 

regions, we would note that many investing careers have been destroyed betting on a 

sustained rise in bond yields. Cycle-after-cycle, since the early 1980s, inflation and nominal 

yields fell to lower lows.  At the same time however, there is an even longer track record of a 

steepening yield curve early in US economic recoveries (see figures 1-2).   When bond 

investors view Fed policy as unsustainably “easy,” long-term rates rise in anticipation of future 

Steven Wieting 
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& Chief Economist 
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increases in short-term rates.  This has remained the case in every single recession/recovery 

cycle during the long, secular bull market in bonds. 

Figure 1: US 10-Year Treasury Yield Figure 2: US 10-Year Treasury Yield Less Fed Funds Rate 

 

 

Note: Shaded regions are recessions. Source: Haver Analytics as of February 26, 2021 Past performance is no guarantee of future results. Real results may vary 

The Fed ultimately is a very gentle giant.  While its estimate of the “appropriate longer-run” 

policy rate is 2.5% - above even the current 30-year US Treasury yield – the Fed seems poised 

to reach this rate only when economic conditions are ideal (see figure 3).  The Fed’s stated 

commitment for inflation to average 2.0% - making up for the past decade’s shortfall using the 

meager yard stick of the Personal Consumption Expenditures Price Index1 - makes it likely that 

the move toward the “longer run” will indeed be slow.  However, if the Fed overstates the 

average Fed funds rate for the next 10 years by a full percentage point, a more normal term 

premium would likely put 10-year US Treasuries at a level near 2.5% on average during the 

next several years of economic expansion. 

Why would bond investors demand a term premium from a patient Fed?  A tolerance for higher 

inflation is likely to be a spur.  As figure 4 shows, a dramatic jump in petroleum and product 

pricing alone is likely to see the US Consumer Price Index rise more than 3% of over the course 

of 2021.  Unlike Fed policy itself, the distortions in the economy – bottlenecks related to COVID 

– are not a permanent inflation spur.  The price spike, however, will get earned as inflation 

compensation by holders of Treasury Inflation Protected securities (see figure 5). 

While the Fed’s inflation tolerance raises the strategic return outlook for hard assets, we 

continue to see upward pressure on long-term interest rates cyclically, steepening the yield 

curve intermittently during the next two years. With this in mind, the Citi Private Bank Global 

Investment Committee removed the overweight we’ve had on gold since August 2019.  We 

added gold then specifically in response to plunging global interest rates. Now gold bears some 

of the same downward valuation risks as long-term, zero coupon bonds (see figure 6). 

Figure 3: Fed Estimate of “Long-Run” Fed Funds Rate vs 
Effective Rate 

Figure 4: Crude oil prices vs Gasoline input of US CPI reading, 
YoY% 

  

Note: Shaded region is a recession. Source: Haver Analytics as of March 18, 2021. 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. 

                                                                                 
1 Please see our prior Quadrant for discussion. 
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The Fed says its 
“longer-term” US policy 
rate is expected to 
average 2.5%.  Like the 
decade past we see 
this as a likely 
overstatement.  By 
comparison, US 10-
year yields could 
average near the 2.5% 
level in the coming few 
years. 

 

 

Nonetheless, the 14% 
drop in long-term US 
bond prices in 2021 has 
improved bond 
valuations already.    

https://www.privatebank.citibank.com/ivc/docs/quadrant/CPB_Quadrant_02262021.pdf
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Figure 5: US CPI Index and US Treasury Inflation Protected 
Securities Total Return 

 Figure 6: Gold vs Nominal 10-Year US Treasury  

 

 

Note: Shaded region is a recession. Gold price is the Handy & Harman base price.. Source: Haver Analytics as of March 18, 2021 

As noted, we believe 2.5% 10-year US Treasury yields could be achieved in the coming few 

years.  Measured with the Consumer Price Index, this would merely provide a yield close to 

zero after inflation.  We’ve reallocated our tactical gold allocation to a bond market component 

with direct inflation compensation. We’ve also slightly reduced other nominal bond holdings to 

limit duration risk.  However, we also don’t believe US bond valuations are headed toward 

oblivion.   

For one reason why, the global sovereign yield environment hasn’t changed as abruptly as in 

the US.  The more tightly controlled Euro area and Japanese bond markets are likely to see 

relatively less pressure with both a believable outlook for zero or negative policy rates as far as 

the eye can see, and a less aggressive fiscal push. 

With the US yield curve now steep, foreign exchange hedging costs have plunged. Many 

developed markets bond investors can now earn large premiums to their own bond market by 

buying US bonds hedged into their own currencies (see figures 7-8).  While we still expect 

upward long-term rate pressures in the US to cause yields to rise 50 bps higher over the next 

12 months, for now, the US will help the world by importing goods and the world will help the 

US by importing American bonds.     

Figure 7: Japanese 10-Year Yield and US Treasury 10-Year Yield 
Hedged into JPY 

Figure 8: Cost of Hedging USD into Euros 

  

Source: Haver Analytics as of March 12, 2021. Past performance is no guarantee of future returns. Real results may vary. 

Will Booming Growth Help or Hurt the Equities?  It Depends on Which Ones 

The rise in bond yields is now forcing equity and credit investors to assess valuations with less 

rosy eye coverings.  It is having a larger negative impact on investments with the frothiest 

valuations.  In the past six months, US “value” shares have outperformed large cap growth 

shares by 14.5 percentage points. This follows outperformance of growth shares by 11.5 

We added a tactical 
overweight in gold on 
collapsing global interest 
rates in 2019.  While global 
monetary policy will 
cushion gold over the long-
term, we see downside 
risks from long-term 
interest rates now. 

 

We reinvest in TIPS which 
directly earn the CPI and 
UK shares which earn a 
4% dividend yield with 
depressed valuations. 
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percentage points over the prior six months.  This is one of the reasons why we have added to 

our overweight allocation in UK shares, a “lagging cyclical” which is discussed in detail in the 

essay that follows.  

Why should we ever expect relative performance and valuation extremes to change?  While we 

don’t expect a similar return for the UK, we ask this rhetorically because by the same logic, 

investors might have missed out on the rebound opportunity we saw in US small and mid-cap 

shares. We exploited this with an overweight from April 2020 to January of this year for an 80% 

gain (see figures 9-10). 

Figure 9: US Large Cap Tech (Nasdaq 100) Relative to US Small 
Cap Cyclicals (Russell 2000) 

Figure 10: S&P 500 Relative to UK FTSE 100 

 

 

Source: Bloomberg as of March 6, 2021. 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. For illustrative 

purposes only. Past performance is no guarantee of future results. Real results may vary.  

For equity markets overall, we don’t believe a 120 basis point rise in yields is “worth more” than 

the 27% gain in global EPS expected in 2021, even after last year’s strong rally.2 However, it 

should limit this year’s overall global equity returns to mid- or high single digits (please see 

Outlook 2021 for discussion).  This raises the importance of asset allocation in returns this year 

(including selecting the right sectors and country markets) even as tactical opportunities 

become harder to identify. 

By 2022, when we expect a 12-15% EPS gain for both the US and larger world, the valuation 

compression should be significantly (if not completely) behind us.  If realized, US equities would 

be valued near 20X 2020 EPS on current prices.  This is high by historic standards, but 

consider that one still pays 58X current year cash flows for a 10-year US Treasury note.  

Outside the US, the valuation of shares would be about 15X, in line with long-term averages. 

Non-US bond market valuations are higher than in the US. 

Within equity markets, the same positive factors driving “mean reversion” in interest 

rates are boosting the outlook for “COVID cyclical” industries.  While we are reasonably 

optimistic about continued EPS gains for the “COVID Defensive” tech sector, we’ve long 

expected “COVID cyclicals” to rebound” from their depressed 20203. In contrast, the tech-laden 

NASDAQ enjoyed sharp outperformance in 2020 with a 43% return vs 19% for both US and 

Global equities overall. Performance is generally shifting to “mean reversion” cyclicals that we 

favor as interest rates rise (see figures 11-13).  Just as financial theory would suggest, the 

abrupt rise in interest rates is pushing down higher valued “growth” equities more than lowly 

valued shares that are expected to be most profitable today, rather than in the distant future 

(see figure 14).  

 

                                                                                 
2 Consider that the capitalized value of a perpetuity would fall 20% if there were a rise of 100 basis points in required returns (the “discount rate”) from 4% to 5%, all else constant.  

Empirically, bond yields don’t rise in isolation. Corporate earnings growth expectations change with yields. Income (i.e. bond coupons or dividends) is also earned during the period 

when yields change.  In a growing economy, the base level of income has a rising trend, changing the market value that is consistent with a steady valuation (the long-term history of 

US large cap EPS is 6% per year).  During periods when bond yields rise most sharply, EPS is typically rising faster, usually rebounding from a drop.    
3 COVID cyclicals: Financials, industrials, energy, materials, real estate, consumer discretionary ex-Amazon COVID defensives: 

IT, healthcare, communication services, consumer staples, utilities, Amazon. 

How expensive 
are world equity 
markets? 

On very plausible 
2022 EPS 
estimates, 20X for 
the US, 15X non-
US. 
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Figure 11: 10-Year US Long-Term Treasury Yield, Gold and US 
Growth Stock Basket 

Figure 12: “Stay and Home Basket” vs 10-Year US Treasury Yield 

 

 

Source: Bloomberg as of March 12, 2021. US Pure Growth Factor proxied using Bloomberg US Pure Growth Index. “Leave Your Home” basket includes Buy and Neutral 

Rated US names in the following sub-industries:  Banks, Industrial Conglomerate, Machinery, Oil Gas & Consumable Fuel, Textiles Apparel & Luxury Goods, Energy 

Equipment & Services, Hotels Restaurants & Leisure, Building Products, Retail REITs, Construction & Engineering, Leisure Products, Airlines, Multiline Retail. 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. For illustrative purposes only. Past performance is no guarantee of 

future results. Real results may vary. 

 

Figure 13: “COVID Cyclicals” and “COVID Defensive” Share Returns Since 2021 Feb 12 (Start of US Yield Surge)  

 

 

Source: Citi Private Bank Office of the Chief Investment Strategist and Bloomberg as of 18 March 2021. COVID cyclicals: Financials, industrials, energy, materials, real 

estate, consumer discretionary ex-Amazon COVID defensives: IT, healthcare, communication services, consumer staples, utilities, Amazon. 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. For illustrative purposes only. Past performance is no guarantee of future results. Real 

results may vary. 
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Figure 14: Poor Get Richer and Rich Get Poorer:  US Price/Sales Ratio vs 2021 Returns   

 

Source: Bloomberg as of March 13, 2021 Note: Using S&P 500 constituents. For illustrative purposes only. This should not be 

construed as an offer of, or recommendation of companies discussed. Past performance is no guarantee of future returns. Real 

results may vary. 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.  

 

Updated Economic Views: If Only Herbert Hoover Had Janet Yellen 

Most of the world economy was “healthy” when the COVID shock hit.  Just ahead of the shock, 

these four conditions prevailed: 

 No “booms;” no extreme excesses in production  – see figure 15  

 Healthy savings rates; no severe excesses in consumption – see figure 16  

 Low inflation; supply and demand growth were balanced with neither overheating or 

deflation – see figure 17 

 A generally resilient financial system – particularly in the US – see figure 18 

 

Figure 15: Past Bubbles in the Economy Figure 16: Gross Household Savings Rates 

  

Note: Shaded areas are recessions. Source: Haver Analytics as of March 18, 2021 
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Figure 17: Global Consumer Price Inflation Figure 18: US Bank Equity Capital and Liabilities 

  

Note: Shaded areas are recessions. Source: Haver Analytics as of March 18, 2021 

The uninterrupted period of economic expansion was quite lengthy when COVID hit. Starting 

from a depressed position at the end of 2009, the US and many developed markets had 

enjoyed 10 consecutive years in which employment growth exceeded labor force growth, 

causing the unemployment rate to drop.  Yet the minimal wage pressure throughout – with US 

employment costs rising just 2.7% in 2019 – meant labor market improvements were neither 

excessive nor unsustainable when COVID ended the expansion.  Simply put, what has been 

labelled a “recession” in 2020 was a much more fierce version of an exogenous shock-driven 

collapse (1974’s oil embargo provides one milder example). 

 

The Re-Opening Rebound 

Based on these unusual circumstances and the four pre-conditions noted above, the healthy 

underlying global economy suggest a greater likelihood that a positive growth dynamic will 

ensue.  The economic policies, rapid vaccine development and technological leapfrogs that 

enabled the economy to innovate and adapt during COVID will allow for a rapid “resuscitation” 

from the COVID plunge.  We acknowledge that COVID today is still a massive impediment to 

business activity in many industries such as retail, hospitality, food services and travel (see 

figure 19).  Yet, we see the recovery in these sectors as driving substantial incremental 

acceleration in economic growth, even as “COVID boom” industries such as home electronics 

fade somewhat in the coming year (see figure 20). 

 

Figure 19: US Airline miles traveled Figure 20: Real US Consumer Spending on Home Electronics  

 

 

Source: Haver Analytics as of March 16, 2021 
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The additional $1.9 trillion in federal spending just signed into law by US President Biden has 

many necessary elements, as we discussed in our bulletin of January 17 Fiscal Stimulus, A 

Shot in Every Arm and Market Volatility. These include vaccine distribution spending and 

continued emergency unemployment insurance subsidies for those still unable to return to 

work.  Similarly, the spending to support schools after a shocking jump in their costs and a 

corresponding decline in revenues last year makes inherent sense as children at school allow 

parents to work.  And school systems in the US have no independent way of raising revenues 

to make up for the emergency costs of the pandemic.   

The plan also aids US state and local government balance sheets harmed by the pandemic.  

Here, the new administration and Congress have made a political decision to refill their coffers. 

Since state and local government spending has typically contracted deep into typical 

recoveries, such immediate federal support should offer fuel for a more rapid recovery.  

What is very unusual is the degree to which the US is “priming the pump”.  The overall fiscal 

stimulus in the US is at least twice as large relative to GDP as any other major economy in 

2021. The 2021 bills are larger than the 2020 bridge across the shutdown.  This seems like the 

right policy for a depression, not for the recovery phase from a yearlong pandemic. Thus, we 

expect “overflow”, the likelihood that there will be excesses in demand in the US that will “leak 

out” and stimulate the world economy. 

If Only Herbert Hoover Had Janet Yellen 

 

It is not possible to determine with precision what of the $1.9 trillion can be spent, but it is 

possible to make an intelligent guess.  Here are our assumptions and observations:   

 Direct transfer payments to households are just above 1% of annualized GDP.  

 Significant portions of the stimulus can result in at least a temporary rise in savings at 

the expense of larger Federal deficits (figure 16.) This results in a “wash” for the 

economy.  

 Elements of the 2020 CARES Act went unspent.  The current bill will likely see similar 

results. 

Based on these assumptions and observations, an economy that previously would have grown 

4% in 2021 may achieve a 6% rate of growth. We say, “may” because such real growth 

requires real production, not just movement of money around the economy. The speed at which 

labor can be redeployed has limits.   

We think that the manufacturing sector seems poised for a very robust, conventional cyclical 

boom (see figures 21-22). The services sector (figure 19) is most poised to jump forward due to 

pent-up demand.  Yet, we are not being even more aggressive since there are limits and 

frictions that temper maximum economic growth. Businesses will not likely overinvest in their 

capacity due to the one time nature of the stimulus. 

Figure 21: US Auto Inventory-to-Sales Ratio Figure 22: ISM Manufacturing Shows Rebound 

 

 

Note: Shaded areas denote US recessions. Source: Haver Analytics as of March 13, 2021 

To  Spend or Save 15% of 
US GDP?  We see the US 
economy growing at a 6% 
pace in 2021, and 
remaining at an above-
trend 3-3 ½% pace in 
2022. 

Global growth should be 
slightly less volatile. 

https://www.privatebank.citibank.com/ivc/docs/quadrant/CIOStrategyBulletin01172021.pdf
https://www.privatebank.citibank.com/ivc/docs/quadrant/CIOStrategyBulletin01172021.pdf
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Beyond 2021-to-2022, we believe a normalization of growth will follow.  We do not expect 2023 

and beyond to be a slow growth environment, but it may “only” achieve a growth rate that is half 

the pace of the late 2021/2022 period.  Lasting economic growth is not achieved through “lump 

sums” of stimulus, as the Japanese fiscal experience dated back to the 1990s teaches us (see 

figures 23-24).  

 Figure 23: Japan Real Government spending % Change since 
1985 

Figure 24: US wages and wages + government transfers 

 

 

Note: Shaded areas denote Japanese recessions on Left and US recession on the right. Source: Haver Analytics as of March 12, 2021 

 

And What of Inflation and International Markets? 

A period of lasting higher inflation would be likely if US policymakers choose to sustain the 

stimulus even in a fully-recovered economy (see February 21 Beware the Cash Thief)   While 

there may be some advocates for persistent inflationary policies, there is little evidence that 

current US policymakers would deliberately over-stimulate an economy at full employment. 

US federal borrowing will benefit individuals directly and will also have large, indirect positive 

“spillovers” impacts for non-US trading partners.  When a government spends borrowed money, 

it creates demand without explicitly creating supply.  Some portion of the demand (“the marginal 

propensity to import”) is satisfied by foreign trading partners.  This, in turn, will be a source of 

growth in international economies whose COVID recoveries will take place after the US, and 

who will benefit from the excess demand. 

Interestingly, the earlier stimulus packages have already had this effect as US imports have 

surged on the shift from services (a US strength) to goods (China’s strength) prior to the end of 

the pandemic (see figure 25).  Despite a likely shift back, the huge third round of US stimulus 

will certainly extend and sustain import growth.  We therefore remain bullish on overseas 

markets and maintain overweights to certain international equity allocations (See Quadrant: Too 

Much Satisfaction.) 

  

Total 
wages 

paid 

from work 

Federal 
checks 

$600 per 

household 

https://www.privatebank.citibank.com/ivc/docs/quadrant/CIOBulletin022121.pdf
https://www.privatebank.citibank.com/ivc/docs/quadrant/CPB_Quadrant_02262021.pdf
https://www.privatebank.citibank.com/ivc/docs/quadrant/CPB_Quadrant_02262021.pdf
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UK Brexit and Covid challenges are easing 

A favorable economic and political backdrop for UK stocks and currency 

UK assets suffered during the four-year Brexit negotiation phase. Then as the UK formally left 

the EU at the start of the 2020, the country was hit disproportionately badly by Covid-19, which 

led to another few months of underperformance for UK assets. As valuations started to fully 

reflect the worst recession in 300 years in the first half of last year, we turned more positive on 

Sterling and in the autumn of last year and the GIC moved 0.5% overweight in UK equities 

towards year-end. There are now seven additional reasons for moving the UK overweight to 

1.5%. 

1. There is no longer a significant Brexit overhang of uncertainty holding back 

consumers, companies, portfolio investors and foreign investors. 

The early logistical and administrative challenges relating to Brexit have been significant, 

compounded by the third Covid-19 lockdown that has held back both demand and supply. UK 

GDP growth could fall by 4% in 1Q21 for Brexit and Covid reasons. Unsurprisingly trade with 

Europe has had a sharp decline, for example, January exports to France fell by 13% y/y and 

imports from France fell by 20% y/y. 

 

There remain three Brexit challenges:  

1. The EU and the UK are locked in a tough negotiation regarding services (the trade 
deal at the end of last year only covers goods). Within this negotiation, the UK is 
seeking an “equivalence” agreement for financial services.  

2. The “rules of origin” requirement is a significant administrative burden, particularly for 
smaller businesses.  

3. The Northern Irish Protocol - part of the Withdrawal Agreement which aims to avoid a 
hard border on the island of Ireland - is proving difficult to implement. The UK has 
unilaterally extended the exemption period for checks on goods entering Northern 
Ireland from Great Britain.  In response the EU has begun legal action against the UK 
for this alleged breach. 

Figure 25: US Import and Exports   

 

Note: Shaded regions denote recessions. Source: Haver Analytics as of March 13, 2021. 

Jeffrey Sacks 
Head – Europe Strategy 
 
Joseph Fiorica 
Head – Equity Strategy 
 
Shan Gnanendran 
Europe Strategy 
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Notwithstanding the importance of these three challenges, the key shift in perception relating to 

Brexit is that the UK leadership is clearly looking outward in seeking new trade agreements, 

inwards in driving growth in new areas like wind energy, and playing a very active global role in 

the battle to defeat Covid-19. This improving perception towards the UK could grow steadily as 

the UK hosts the G7 summit in June and the global climate conference in November. 

2. UK has made great vaccine progress, in both procurement and implementation.  

It is likely that by the end of July, 100% of UK adults will have been vaccinated. This is very 

positive for the services sector which contributes 80% to UK output. In addition, the vaccine 

progress is supporting PM Johnson in the polls, which bodes well for his ability to implement 

some his longer-term economic policies. 

 

3. Both the government and the BOE are giving the economy extensive ongoing 

support. 

The UK’s 3rd March budget struck a balance. On the one hand, the UK is extending immediate 

emergency support measures and medium-term growth initiatives. On the other, it has set out 

an early roadmap for long-term fiscal retrenchment starting with a corporate tax increase in 

2023. The further £59 billion committed this fiscal year takes the total emergency spending to 

£407 billion, around 20% of GDP. 

 

Today the BOE’s Monetary Policy Committee (MPC) unanimously left the deposit rate at 0.1% 

and left the £875 billion gilt purchase program unchanged in both size and speed of 

implementation. Their expectation of a 4% GDP growth rebound this year is slightly above our 

3% forecast. However, the MPC was not unanimous on the medium-term risks and the amount 

of economic spare capacity.  

4. Sterling well supported by flows, valuation, and now also policy. 

Given the recent tightening of financial conditions, exemplified by the 10-year gilt rising to 85 

bp, the MPC approach in letting the yield curve steepen further is closer to the US Fed’s 

approach than to the ECB’s approach. This should be supportive for Sterling, particularly versus 

the Euro. Sterling is also around 15% undervalued and not overly stretched in terms of 

positioning. 

In the coming months, we don’t expect that a firm currency will hold back the stock market 

(which is dominated by 70% overseas earnings) as it has in the past - see figure 25. Both 

Sterling and equities are cheap, and both are seeing more pent-up demand for the same 

reasons (Brexit and Covid pressures easing). 

Figure 26: Sterling and FTSE inverse correlation breaking down 

 

Source: Bloomberg as of March 18, 2021. 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. For illustrative purposes only. Past 

performance is no guarantee of future results. Real results may vary. 
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5. US President Biden is likely to be a net positive factor for the UK. 

Biden is looking to enforce the Irish Good Friday Agreement, which should help to eventually 

de-escalate the EU-UK Irish Protocol disagreement. In addition, President Biden and PM 

Johnson are aligned in looking at infrastructure and alternative energy as key areas to focus on 

to ensure the US and UK economic recoveries.  

6. The corporate sector is recovering strongly. 

The recent results season was positive, with more beats than misses, more earnings upgrades 

than downgrades, and better visibility and confidence expressed by management. The average 

EPS growth for this year is expected to be 40%. In addition, many companies are starting to 

resume their dividend payments, with an average of 4% expected this year. This is attractive 

versus other countries, and also versus gilts even after the backup in gilt yields recently (see 

figure 27). 

7. Cyclicals and Value stocks are starting to perform well in absolute and relative 

terms. 

The UK market has 63% exposure to Cyclicals which are seeing strong net profit and share 

price rises as the global economic upturn gathers momentum. In addition, the UK market is a 

great play on Value as the yield curve steepens and as real yields rise, with around 53% of the 

market defined as Value (see figure 28). These two features make the UK a great play on our 

global equity recommendations to focus on these areas as they “revert to the mean” this year. 

Figure 27: UK Yield Gap (Dividend less 10-Year Gilt Yield) Figure 28: UK Value vs Growth 

  

Source: Bloomberg as of March 18, 2021. 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. For illustrative 

purposes only. Past performance is no guarantee of future results. Real results may vary. 

 

UK equities are not priced for a multi-year recovery 

A new economic cycle, pent-up demand for pandemic-prohibited activity and unprecedented 

fiscal support are all likely to drive a strong recovery in global growth and corporate earnings in 

the coming years. Some regional equity markets, like the US and Asia, have run up well ahead 

of even the most bullish equity analyst expectations – exposing these regions to volatility as 

rising interest rates make rich valuations harder to swallow. For the reasons expressed above, 

the UK appears to be under-appreciated by global equity investors, presenting a rare 

opportunity to add equity exposure at attractive valuations. 

Consensus analyst expectations in the UK are for roughly 40% EPS growth in 2021, followed 

by 13% in 2022 and 9% in 2023 (see figures 29-30). If those earnings are delivered, and the 

traditional pattern of prices tracking earnings persists, this would translate into nearly 18% 

upside for UK large caps measured in sterling with no multiple expansion. Add on top of that a 

4% dividend and potential pound strength to exacerbate returns measured in dollars. In a world 

where it feels like equities are already priced for new normal, the UK is clearly a region that has 

not fully participated in that recovery. 
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Figure 29: MSCI UK Price vs EPS Figure 30: MSCI UK Price vs EPS (year-over-year) 

 

 

Source: Bloomberg as of March 18, 2021. 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. For illustrative 

purposes only. Past performance is no guarantee of future results. Real results may vary. 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 

 

UK large caps are globally oriented, but less reliant on a weakening USD 

Also in the UK’s favor is the global orientation of most of its equity market constituents. Only 

22% of MSCI UK revenues are earned domestically, which is less than those generated in 

North America and comparable to Asia’s share of sales (see figure 31). We therefore expect UK 

large caps to benefit from a global economic recovery in 2021 and 2022, particularly one that is 

led by a rapid pace of vaccinations in the UK and the US.  

While the UK’s global exposure of course also makes accounting profits sensitive to 

movements in FX rates, UK large cap returns have historically been less impacted by 

movements in exchange rates than other globally-exposed regions. Figure 32 shows equity 

market correlations to the Bloomberg Dollar Index, both on an absolute basis and on a relative 

basis. In general, all equity markets are negatively correlated to the dollar, because the dollar 

tends to serve as a safe haven during risk-off periods. However, when we examine correlations 

based on relative returns vs global equities, the UK tends to outperform global equities the most 

when the US dollar is rising. This compares to deeply negative readings for most of EM (though 

notably not Asia) as well as non-US SMID. We therefore conclude that while a risk-off dollar 

rally is never going to be good for global equities, a pause in USD depreciation resulting from 

rising yield differentials should not impact the UK nearly as much as it would for other regions. 

Figure 31: UK large cap revenues by region Figure 32: Relative equity performance and the USD 

 

 

Source: Bloomberg as of March 18, 2021. 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. For illustrative 

purposes only. Past performance is no guarantee of future results. Real results may vary. 
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Extension of Supplementary Leverage Ratio 
exemption to expire 

The “Supplementary Leverage Ratio” (SLR) was implemented in the US in 2014 as an addition 

to the Basel III Tier 1 leverage ratio.  Banks calculate the amount of equity capital they must 

hold relative to their total leverage exposure. Large US banks must hold 3%, while top-tier bank 

holding companies must hold an extra 2% buffer for a total of 5%. The SLR does not distinguish 

between assets based on risk but rather measures a bank's tier 1 capital relative to its total 

leverage exposure, which includes on-balance-sheet assets (including Treasuries and deposits 

at Federal Reserve Banks) and certain off-balance-sheet exposures.  

On April 1st 2020, the Federal Reserve issued a temporary one year exemption (the “Interim 

Final Rule” to March 31, 2021) that allowed banks to choose to exclude U.S. Treasury 

securities and deposits at Federal Reserve Banks from the calculation of the SLR. The idea at 

the time was to reduce balance sheet costs for banks to hold Treasuries. The Fed calculated at 

the time that the exclusions would allow up to $1.6 trillion in additional bank balance sheet 

assets, though actual numbers –while quite large - probably never approached that. Today, the 

Fed announced that the SLR exemption would expire on March 31st despite industry lobbying 

to extend the exemption. 

Prior to the expiration announcement this morning, the market was concerned about what 

would happen to bank balance sheets both currently and prospectively should the exemption 

not be extended. Now that the exemption is set to expire, attention shifts to how the market will 

react short-term and longer-term.  The immediate concern is that bank holding companies 

(and/or their captive broker-dealers) will substantially reduce some portion of their Treasury 

holdings and sell them into the market.  This concern may be somewhat overblown, as banks 

and their broker-dealers have already reduced Treasury holdings substantially from their peak 

in 3Q20, and within the past two weeks primary dealers have shed $80bn in Treasuries and 

now hold the lowest amount of Treasuries since October 2018, per Fed data. Indeed, initial 

market reaction to the expiration announcement was muted, with Treasury yields ticking up only 

a few basis points (though this is an initial, very short-term reaction).  

The prospective concern, and one that will take time for the market to process, is that as the US 

Treasury provides more stimulus to the economy in the form of increased bond issuance 

(projected at $2.8T for 2021, of which the Fed will absorb about $1T), and as that stimulus finds 

its way eventually into banks as deposits, banks in turn may (i) reduce their future purchases of 

Treasuries (potentially leading to higher yields in the absence of one recent pillar of demand) 

and (ii) may charge negative rates on deposits or actively turn away deposits.  Indeed, banks’ 

prior reduction of Treasury balances over the past few quarters may have been a contributory 

factor leading to higher yields. 

  

Bruce Harris 
Head – Global Fixed 
Income  
 
Joseph Kaplan 
Fixed Income  
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Figure 33: Large US Bank holdings of US Treasury and Agency debt 

 

Source: Haver Analytics as of March 18, 2021 

It is quite possible that larger banks may not decide to materially reduce their Treasury 

purchases further, or perhaps smaller banks will fill in as buyers at more attractive yield levels. 

US Treasuries have also become increasing attractive again for foreign investors as hedging 

costs have come down substantially (see figure 34), providing another potential source of 

demand.. Another important note is that most of the exempt assets are currently being held by 

bank operating subs, many of whom failed to make use of these exemptions and so won’t be 

affected when they expire. However , it is still unclear how banks will manage the expected 

increase in excess deposits (after security purchases and any lending growth).  If banks turn 

away deposits or go negative on rates, the short-end of the curve may go negative as money 

market funds receive the increase in cash and drive bills negative. 

Figure 34: US Treasury yields (JPY hedged) are now back above JGB yields 

 

Source: Bloomberg as of March 18, 2021 

Presumably for this reason, at its meeting earlier this week the Fed increased its Overnight 

Reserve Repo Facility (ON RRP) counterparty limit from $30bn per day to $80bn per day as a 

precautionary measure, to allow funds to reverse repo in cash and receive a rate above zero 

(the Fed can absorb an almost unlimited amount of deposits if need be via this facility, this 

change increased the amount it could receive from each counterparty).  Time will tell how banks 

adjust to the exemption expiration (they may for example, raise additional capital).    But on 
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balance, it would appear that the exemption expiration – while another welcome sign of 

“normalization” – may cause some near-term reductions by banks in Treasury purchases 

(leading to higher rates for bank customers for all types of borrowing, i.e. mortgages) and 

possibly a reduction as well in deposit rates, which would also be absorbed by bank customers 

in the form of lower interest income.  

Could Brazil’s Populist Bark Be Worse Than Its 
Bite? 

Managing the health crisis needs to become top priority… 

Brazil is going through a difficult moment.  New Covid cases and deaths continue to 

mount as the 2nd wave sweeps through the country.  With 11.6mm cases it ranks 2nd 

only behind the US’s 30mm cases and as of 16 March, new daily deaths stand at 

2,798, the highest in the world. 

President Bolsonaro’s ambitions to win in 2022 currently hinge on his management of 

the health crisis and its impact on the economy.  His performance on the health crisis 

has not been good thus.  However, we should keep in mind that Brazil’s track-record 

with mass vaccination is actually quite good.  The country has one of the largest 

universal, free, public health care systems in the world and the National Immunization 

Program currently offers more than 20 vaccines free in every municipality.  In 1980, 

the country vaccinated 17.5mm people in a single day.  In 2010, over 89mm doses of 

the swine flu vaccine were,administered in under 4 months.  Last year, 70mm 

Brazilians, 30% of the  population, received the flu vaccine.  Brazil’s current slow 

vaccination rollout is then likely the result of lack of planning and preparation in 

ordering the needed supply of shots. 

Things could be changing, however. The government recently replaced the Health 

Minister (its 4th since the beginning of the pandemic).  Early indications suggest that 

Bolsonaro remains heavily involved in the strategy to fight the pandemic.  Marcelo 

Quiroga, a cardiologist and new minister, has defended an ample vaccination 

campaign and has pronounced himself against non-scientific methods to attack the 

pandemic.  Moreover, it was recently announced that 500mm doses have been 

secured to be delivered through 2021.  While we are yet to see an official vaccination 

schedule, it is estimated that 70-80% of the population could be vaccinated by the 

4Q21 or before if the doses become available.  So while near term headlines around 

the pandemic are likely to remain dire, we believe investors should look beyond and 

position for a post-pandemic Brazil. 

 

The administration’s early dismissive attitude towards the virus resulted in a deep 

health and economic crisis that has put pressure on the social and political 

arena.  Fiscal and monetary stimulus have been able to contain some of the economic 

damage, GDP contracted around 4% in 2020 compared to approximately -7% for the 

region, but at an increasing fiscal cost and higher debt burden. Consensus growth 

forecasts point to 3-3.5% GDP in 2021, short of recovering the loss of output of 2020. 

Meanwhile, the economy is likely to remain in recession in the 1Q21 and possibly 

2Q21 as lockdown measures are reinstated and vaccinations are remain at a slow 

pace. 

  

Jorge Amato 
Head – Latin America 
Investment Strategy 
 
 

 



 

Global Strategy    Quadrant    19 

Figure 35: New daily cases make records… Figure 36: In Latam, only Chile has been successful in the rollout… 

 

 

Source: Bloomberg as of Mar 15 , 2021 

 
Is Brazil turning populist under Bolsonaro…?  

This complicated health and economic crisis has given rise to concerns that the 

country might turn to populism as a next step.  However, we have a different 

interpretation of what could lie ahead. 

Over the past few weeks markets were rattled by a number of events that might 

suggest a shift towards populism.  We think they deserve a closer look.   

 In late February, President Bolsonaro surprised markets when he moved to 

replace the CEO of Petrobras  

 A few days later, a Supreme Court judge, annulled former President Lula’s 

conviction on the Lava Jato 

 These 2 events happened in the midst of a critical legislative process, the 

approval of the an emergency pandemic support bill where the required 

additional spending had to fit within a strict framework of fiscal spending, or it 

would risk breaking fiscal rules and would put into question the country’s fiscal 

discipline.   

Fears that Petrobras could turn into a PDVSA (the Venezuelan state-owned oil 

company), that congress will abandon its fiscal anchor, or that Lula can win the 2022 

elections could be overstated in our view. 

…or is the bark worse than the bite? 

In our view, this executive might be more pragmatic than ideologue, and this congress 

more centrist than leftist.   A number of events support this view: 

 Despite investor fears, the government was eventually successful in the 

approval of the emergency bill with sufficient terms and conditions that 

allowed the new spending to be considered to be within the rules. 

 Two weeks ago this independence was finally established when Bolsonaro 

signed into law a bill that effectively granted the Central Bank autonomy.   

 Bolsonaro and congress appear to be moving forward with the privatization of 

Elebras, the Postal Service and Empresa Brasileira de Comunicacao (EBC).   

 New legislation that opens up the natural gas sector and breaks up regional 

distribution monopolies was passed.   

 A new sanitation legal framework is also in the process of being approved 

 There are now expectations of an administrative reform being next on deck. 

Look for markets to remain the guardians of sensibility… 
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Brazil’s financial markets have not been oblivious to the health and economic challenges and 

have punished the administration for its blunders.  Brazil’s currency and equity market was one 

of the world’s worst performing in 2020, measured in USD terms.  The second half of the 1Q21 

was also not kind to investors as the health crisis deepened and put pressure on congress and 

the president creating more political and economic uncertainty. 

We have long considered the level of real exchange rates (REER) to be a reasonable indicator 

of cyclical value.  Sharp periods of REER depreciation have been historically followed by sharp 

economic and market recoveries. As we can see in the chart below, the depressed REER 

levels of the global financial crisis in 2009 as well as of the post commodity crash in 2015 were 

followed by strong equity market performance.  While this time around it might take longer, 

given the challenging post-pandemic recovery dynamics, we believe there is enough discount 

embedded in valuations to make Brazilian equities an attractive tactical recovery play. 

Figure 37: The real exchange rate is at extremes Figure 38: Equity markets tend to post outsized returns as the 
currency recovers  

 

 

Source: Bloomberg as of Mar 15, 2021. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not 

represent the performance of any specific investment. Past performance is no guarantee of future results. Real results may vary. 

 
Balance of risks continues to favor Overweight exposure in balanced portfolios 

The combination of potentially improving dynamics on the pandemic and positive 

signals on the political and legislative front could give markets some relief over the 

coming months.  Over the short-term the pandemic figures could get worse, but we 

believe it is reasonable to assume that Brazil will eventually prevail over the 

virus.  The economic costs have been significant, and could increase.  More rounds of 

fiscal support might be needed.  In this respect, maintaining a fiscal anchor is 

critical.  The market is likely to continue to keep the executive and legislative bodies in 

check and our scenario is rooted in the self-preservation instinct of the President and 

Congress.   The left’s resurgence under Lula is a risk factor worth monitoring, but it is 

too early to discount him running and much less winning. 

With our domestic health, political and economic scenarios in mind, combined with 

historically attractive valuations in the currency and equity markets, and our global 

recovery base case, we see Brazilian markets as an attractive tactical risk/reward 

play. 
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Portfolio allocations 

This section shows the strategic and tactical asset allocations. The Quant Research & Global Asset Allocation (QRGAA) team creates strategic 
asset allocations using the CPB Adaptive Valuations Strategy (AVS) methodology on an annual basis. Global Investment Committee (GIC) provides 
underweight and overweight decisions to AVS’s Global USD without Hedge Funds Risk Level 3 portfolio. QRGAA then creates tactical allocations 
for risk levels 1,2,4 and 5. These are included below. Also included below are Global USD with Hedge Funds and 10% illiquids PE & RE (Private 
Equity and Real Estate) for risk levels 2,3,4 and 5. The below strategic/tactical allocations are reflective of the March 17, 2021 GIC meeting. 

Global USD with Hedge Funds and 10% illiquids (PE & RE): Risk Level 2 
Risk Level 2 is designed for investors who emphasize capital preservation over return on investment, but who are willing to subject some portion of 
their principal to increased risk in order to generate a potentially greater rate of return on investment. 
 

 

 
Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 4.0 2.5 -1.5 

Fixed Income 67.2 62.0 -5.3 

Developed  
Investment Grade 60.6 52.6 -8.0 

US 33.7 36.6 2.9 

Government 14.1 13.3 -0.8 

Inflation-Linked 2.0 3.3 1.3 

Short 3.8 2.2 -1.6 

Intermediate 5.8 5.3 -0.5 

Long 2.5 2.5 0.0 

Securitized 10.8 12.1 1.2 

Credit 8.9 11.2 2.4 

Short 1.2 1.4 0.2 

Intermediate 4.7 6.9 2.1 

Long 2.9 2.9 0.0 

Europe 20.4 13.1 -7.3 

Government 15.8 8.5 -7.3 

Credit 4.5 4.5 0.0 

Australia 0.4 0.4 0.0 

Government 0.4 0.4 0.0 

Japan 6.1 2.6 -3.6 

Government 6.1 2.6 -3.6 

Developed High Yield 2.0 0.4 -1.6 

US 1.5 0.0 -1.5 

Europe 0.5 0.4 -0.1 

Emerging Market Debt 4.6 6.2 1.6 

Asia 0.8 1.9 1.1 

 Local currency 0.4 1.0 0.6 

 Foreign currency 0.4 0.9 0.5 

EMEA 2.6 2.6 0.0 

 Local currency 1.3 1.3 0.0 

 Foreign currency 1.3 1.3 0.0 

LatAm 1.3 1.7 0.4 

 Local currency 0.6 0.7 0.0 

 Foreign currency 0.6 1.1 0.4 

Thematic Fixed Income 0.0 2.7 2.7 

US Bank Loans 0.0 2.7 2.7 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 12.8 19.6 6.7 

Developed Equities 10.8 14.0 3.2 

Developed Large Cap Equities 9.4 11.9 2.5 

US 6.4 7.5 1.1 

Canada 0.3 0.4 0.1 

UK 0.4 0.8 0.5 

Switzerland 0.3 0.3 0.1 

Europe ex UK ex Switzerland 0.9 1.2 0.3 

Asia ex Japan 0.3 0.6 0.2 

Japan 0.8 1.0 0.3 
Developed Small/ 
Mid Cap Equities 1.4 2.1 0.7 

US 0.8 0.9 0.1 

Non-US 0.7 1.2 0.6 

Emerging All Cap Equities 2.0 3.1 1.1 

Asia 1.8 2.3 0.5 

China 1.1 1.3 0.2 

Asia (ex China) 0.6 1.0 0.4 

EMEA 0.1 0.2 0.0 

LatAm 0.1 0.6 0.5 

Brazil 0.1 0.4 0.4 

LatAm ex Brazil 0.0 0.2 0.2 

Thematic Equities 0.0 2.5 2.5 

Global Equity REITs 0.0 0.5 0.5 

US Mortgage REITs 0.0 0.5 0.5 

Global Healthcare 0.0 1.5 1.5 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Hedge Funds 5.9 5.9 0.0 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

Total 100.0 100.0 -0.0 

 

https://www.privatebank.citigroup.net/investments/AVS_Annual_full.pdf
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Global USD with Hedge Funds and 10% illiquids (PE 
& RE): Risk Level 2 - Tactical Allocations 

 

Global Equities 

  

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 Private Equity 
 

 
Real Estate 

 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overweight position of +6.7%, global fixed income has an underweight 

of -5.3%, cash has an underweight of -1.5%. 

Within equities, developed large cap equities and developed small/mid cap equities are at 

overweight positions at +2.5% and +0.7%, respectively. Emerging market equities have an 

overweight of +1.1%. Thematic equities have an overweight of +2.5%. 

Within fixed income, developed investment grade has an underweight position of -8.0%; 

developed high yield has an underweight position of -1.6% and emerging market debt has an 

overweight position of +1.6%. Thematic fixed income has an overweight of +2.7%. 

Private Equity and Real Estate are both neutral, each with 5% allocation. 

  

Cash (-1.5%)
2.5%

Developed national, 
supranational and 
regional (-10.4%)

36.9%

Developed corporate 
investment grade (2.4%)

15.8%

Developed high yield (-
1.6%)
0.4%

Emerging market debt 
(1.6%)
6.2%

Developed large cap 
equities (2.5%)

11.9%

Developed small/mid cap 
equities (0.7%)

2.1%

Emerging all cap equities 
(1.1%)
3.1%

Hedge funds (0.0%)
5.9%

Composite Commodities 
(0.0%)
0.0%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%

Thematic Equities (2.5%)
2.5%

Thematic Fixed Income 
(2.7%)
2.7%

Thematic Commodities 
(0.0%)
0.0%
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Global USD with Hedge Funds and 10% illiquids (PE & RE): Risk Level 3 

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. 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 2.0 1.0 -1.0 

Fixed Income 38.1 29.1 -9.0 

Developed  
Investment Grade 33.6 23.6 -10.0 

US 18.7 18.9 0.2 

Government 7.8 8.1 0.2 

Inflation-Linked 1.1 3.3 2.1 

Short 2.1 0.1 -2.0 

Intermediate 3.2 3.3 0.1 

Long 1.4 1.4 0.0 

Securitized 6.0 5.9 -0.1 

Credit 4.9 5.0 0.1 

Short 0.7 0.7 0.0 

Intermediate 2.6 2.7 0.0 

Long 1.6 1.6 0.0 

Europe 11.3 4.4 -6.9 

Government 8.8 2.1 -6.7 

Credit 2.5 2.3 -0.2 

Australia 0.2 0.2 0.0 

Government 0.2 0.2 0.0 

Japan 3.4 0.1 -3.3 

Government 3.4 0.1 -3.3 

Developed High Yield 2.0 0.5 -1.5 

US 1.5 0.0 -1.5 

Europe 0.5 0.5 -0.0 

Emerging Market Debt 2.4 3.0 0.6 

Asia 0.4 1.0 0.5 

 Local currency 0.2 0.5 0.3 

 Foreign currency 0.2 0.4 0.2 

EMEA 1.3 1.4 0.0 

 Local currency 0.7 0.7 0.0 

 Foreign currency 0.7 0.7 0.0 

LatAm 0.7 0.7 0.0 

 Local currency 0.3 0.3 0.0 

 Foreign currency 0.3 0.3 0.0 

Thematic Fixed Income 0.0 2.0 2.0 

US Bank Loans 0.0 2.0 2.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 40.1 50.1 10.0 

Developed Equities 34.8 39.2 4.4 

Developed Large Cap Equities 30.2 33.7 3.5 

US 20.6 21.5 1.0 

Canada 1.0 1.0 0.0 

UK 1.2 2.3 1.1 

Switzerland 0.9 1.0 0.0 

Europe ex UK ex Switzerland 2.9 3.4 0.5 

Asia ex Japan 1.1 1.6 0.5 

Japan 2.5 2.9 0.4 

Developed Small/ 
Mid Cap Equities 4.5 5.4 0.9 

US 2.4 2.6 0.1 

Non-US 2.1 2.9 0.8 

Emerging All Cap Equities 5.3 6.9 1.6 

Asia 4.7 5.2 0.6 

China 3.0 3.2 0.1 

Asia (ex China) 1.6 2.0 0.4 

EMEA 0.3 0.3 0.0 

LatAm 0.3 1.4 1.0 

Brazil 0.2 0.9 0.7 

LatAm ex Brazil 0.1 0.5 0.3 

Thematic Equities 0.0 4.0 4.0 

Global Equity REITs 0.0 1.0 1.0 

US Mortgage REITs 0.0 1.0 1.0 

Global Healthcare 0.0 2.0 2.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Hedge Funds 9.8 9.8 0.0 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

Total 100.0 100.0 0.0 
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Global USD with Hedge Funds and 10% illiquids (PE 
& RE): Risk Level 3 - Tactical Allocations 

 

Global Equities 

  

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 Private Equity 
 

 Real Estate 
 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overweight position of +10.0%, global fixed income has an underweight 

of -9.0%, cash has an underweight of -1.0%. 

Within equities, developed large cap equities have an overweight position of +3.5% and 

developed small/mid cap equities have an overweight of +0.9%. Emerging market equities have 

an overweight of +1.6%. Thematic equities have an overweight position of +4.0%. 

Within fixed income, developed investment grade debt has an underweight position of -10.0%; 

developed high yield has an underweight position of -1.5%; emerging market debt has an 

overweight position of +0.6%. Thematic fixed income has an overweight position of +2.0%. 

Private Equity and Real Estate are both neutral, each with 5% allocation. 

  

Cash (-1.0%)
1.0%

Developed national, 
supranational and 
regional (-9.9%)

16.3%

Developed corporate 
investment grade (-0.1%)

7.3%

Developed high yield (-
1.5%)
0.5%

Emerging market debt 
(0.6%)
3.0%

Developed large cap 
equities (3.5%)

33.7%

Developed small/mid cap 
equities (0.9%)

5.4%

Emerging all cap equities 
(1.6%)
6.9%

Hedge funds (0.0%)
9.8%

Composite Commodities 
(0.0%)
0.0%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%

Thematic Equities (4.0%)
4.0%Thematic 

Fixed 
Income 
(2.0%)
2.0%

Thematic Commodities 
(0.0%)
0.0%
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Global USD with Hedge Funds and 10% illiquids (PE & RE): Risk Level 4 

Risk Level 4 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. They are willing to subject a large 
portion of their portfolio to greater risk and market value fluctuations in anticipation of a potentially greater return on investment. 
Investors may have a preference for investments or trading strategies that may assume higher-than-normal market risks and/or 
potentially less liquidity with the goal (but not guarantee) of commensurate gains. 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 2.0 1.5 -0.5 

Fixed Income 19.0 6.5 -12.5 

Developed  
Investment Grade 17.0 5.3 -11.8 

US 9.5 4.7 -4.8 

Government 4.0 3.0 -1.0 

Inflation-Linked 0.6 1.7 1.1 

Short 1.1 0.0 -1.1 

Intermediate 1.6 0.5 -1.1 

Long 0.7 0.7 0.0 

Securitized 3.0 0.5 -2.5 

Credit 2.5 1.2 -1.3 

Short 0.3 0.0 -0.3 

Intermediate 1.3 0.9 -0.5 

Long 0.8 0.3 -0.5 

Europe 5.7 0.6 -5.1 

Government 4.5 0.3 -4.1 

Credit 1.3 0.2 -1.0 

Australia 0.1 0.0 -0.1 

Government 0.1 0.0 -0.1 

Japan 1.7 0.0 -1.7 

Government 1.7 0.0 -1.7 

Developed High Yield 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Europe 0.0 0.0 0.0 

Emerging Market Debt 2.0 0.8 -1.2 

Asia 0.3 0.5 0.1 

 Local currency 0.2 0.3 0.1 

 Foreign currency 0.2 0.2 0.0 

EMEA 1.1 0.0 -1.1 

 Local currency 0.5 0.0 -0.5 

 Foreign currency 0.5 0.0 -0.5 

LatAm 0.6 0.3 -0.3 

 Local currency 0.3 0.0 -0.3 

 Foreign currency 0.3 0.3 0.0 

Thematic Fixed Income 0.0 0.5 0.5 

US Bank Loans 0.0 0.5 0.5 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic 

(%) 

Tactical* 

(%) 

Active 

(%) 

Equities 57.0 70.0 13.0 

Developed Equities 49.1 54.5 5.3 

Developed Large Cap Equities 42.7 47.1 4.4 

US 29.0 30.0 1.0 

Canada 1.4 1.5 0.0 

UK 1.7 3.2 1.5 

Switzerland 1.3 1.4 0.0 

Europe ex UK ex Switzerland 4.1 4.8 0.7 

Asia ex Japan 1.6 2.2 0.6 

Japan 3.6 4.1 0.5 

Developed Small/ 
Mid Cap Equities 6.4 7.4 1.0 

US 3.4 3.6 0.1 

Non-US 3.0 3.8 0.8 

Emerging All Cap Equities 7.9 10.0 2.2 

Asia 6.9 7.5 0.6 

China 4.5 4.6 0.2 

Asia (ex China) 2.4 2.9 0.5 

EMEA 0.5 0.4 -0.0 

LatAm 0.5 2.0 1.5 

Brazil 0.3 1.3 1.0 

LatAm ex Brazil 0.2 0.7 0.5 

Thematic Equities 0.0 5.5 5.5 

Global Equity REITs 0.0 1.5 1.5 

US Mortgage REITs 0.0 1.5 1.5 

Global Healthcare 0.0 2.5 2.5 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Hedge Funds 12.0 12.0 0.0 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

Total 100.0 100.0 -0.0 
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Global USD with Hedge Funds and 10% illiquids (PE 
& RE): Risk Level 4 - Tactical Allocations 

 

Global Equities 

 

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 Private Equity 
 

 
Real Estate 

 

 
Cash 

 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overweight position of +13.0%, global fixed income has an underweight 

of -12.5%, cash has an underweight of -0.5%. 

Within equities, developed large cap equities have an overweight position of +4.4% and 

developed small/mid cap equities have an overweight of +1.0%. Emerging market equities have 

an overweight of +2.2%. Thematic equities have an overweight of +5.5%. 

Within fixed income, developed investment grade has an underweight position of -11.8%; 

developed high yield has a neutral position and emerging market debt has an underweight 

position of -1.2%. Thematic fixed income has an overweight of +0.5%. 

Private Equity and Real Estate are both neutral, each with 5% allocation. 

  

Cash (-0.5%)
1.5%

Developed national, 
supranational and 
regional (-9.5%)

3.8%

Developed corporate 
investment grade (-2.3%)

1.5%

Emerging market debt (-
1.2%)
0.8%

Developed large cap 
equities (4.4%)

47.1%

Developed small/mid cap 
equities (1.0%)

7.4%

Emerging all cap equities 
(2.2%)
10.0%

Hedge funds (0.0%)
12.0%

Commodities (0.0%)
0.0%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%

Thematic Equities (5.5%)
5.5%

Thematic Fixed Income 
(0.5%)
0.5%

Thematic Commodities 
(0.0%)
0.0%
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Global USD with Hedge Funds and 10% illiquids (PE & RE): Risk Level 5 

Risk Level 5 is designed for investors who emphasize return on investment. They are willing to subject their entire portfolio to 
greater risk and market value fluctuations in anticipation of a potentially greater return on investments. Investors may have a 
preference for investments or trading strategies that may assume higher than-normal market risks and/or potentially less liquidity 
with the goal (but not guarantee) of commensurate gains. Clients may engage in tactical or opportunistic trading, which may 
involve higher volatility and variability of returns. 
 

 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 0.0 0.0 0.0 

Fixed income 0.0 0.0 0.0 

Developed  
Investment Grade 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Inflation-Linked 0.0 0.0 0.0 

Short 0.0 0.0 0.0 

Intermediate 0.0 0.0 0.0 

Long 0.0 0.0 0.0 

Securitized 0.0 0.0 0.0 

Credit 0.0 0.0 0.0 

Short 0.0 0.0 0.0 

Intermediate 0.0 0.0 0.0 

Long 0.0 0.0 0.0 

Europe 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Credit 0.0 0.0 0.0 

Australia 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Japan 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Developed High Yield 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Europe 0.0 0.0 0.0 

Emerging Market Debt 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

 Local currency 0.0 0.0 0.0 

 Foreign currency 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

 Local currency 0.0 0.0 0.0 

 Foreign currency 0.0 0.0 0.0 

LatAm 0.0 0.0 0.0 

 Local currency 0.0 0.0 0.0 

 Foreign currency 0.0 0.0 0.0 

Thematic Fixed Income 0.0 0.0 0.0 

US Bank Loans 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 76.0 76.0 0.0 

Developed Equities 65.5 56.9 -8.6 

Developed Large Cap Equities 57.0 48.0 -8.9 

US 38.7 34.4 -4.3 

Canada 1.9 0.0 -1.9 

UK 2.3 3.2 0.9 

Switzerland 1.8 0.6 -1.2 

Europe ex UK ex Switzerland 5.5 4.5 -0.9 

Asia ex Japan 2.1 1.6 -0.5 

Japan 4.8 3.7 -1.1 

Developed Small/ 
Mid Cap Equities 8.6 8.9 0.4 

US 4.6 4.5 -0.1 

Non-US 4.0 4.4 0.5 

Emerging All Cap Equities 10.5 12.1 1.6 

Asia 9.2 9.3 0.1 

China 6.0 5.6 -0.4 

Asia (ex China) 3.2 3.7 0.5 

EMEA 0.6 0.4 -0.2 

LatAm 0.7 2.3 1.7 

Brazil 0.4 1.6 1.2 

LatAm ex Brazil 0.2 0.8 0.5 

Thematic Equities 0.0 7.0 7.0 

Global Equity REITs 0.0 3.0 3.0 

US Mortgage REITs 0.0 1.0 1.0 

Global Healthcare 0.0 3.0 3.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Hedge Funds 14.0 14.0 0.0 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

Total 100.0 100.0 0.0 
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Global USD with Hedge Funds and 10% illiquids (PE 
& RE): Risk Level 5 - Tactical Allocations 

 

Global Equities 

  

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 Private Equity 
 

 
Real Estate 

 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities , global fixed income, cash and gold all have an overall neutral position. 

Within equities, developed large cap equities have an underweight position of -8.9% and 

developed small/mid cap equities have an overweight of +0.4%. Emerging market equities have 

an overweight of +1.6%. Thematic equities have an overweight of +7.0%. 

Within fixed income, developed government debt, developed corporate investment grade, 

developed high yield and emerging market debt are all at neutral position. 

Private Equity and Real Estate are both neutral, each with 5% allocation. 

  

Developed large cap 
equities (-8.9%)

48.0%

Developed small/mid cap 
equities (0.4%)

8.9%

Emerging all cap equities 
(1.6%)
12.1%

Hedge funds (0.0%)
14.0%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%

Thematic Equities (7.0%)
7.0%
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Global USD without Hedge Funds: Risk Level 1 

Risk Level 1 is designed for investors who have a preference for capital preservation and relative safety over the potential for a 
return on investment. These investors prefer to hold cash, time deposits and/or lower risk fixed income instruments. 

                                                                                                                                                                                                                                                                                               
 
 
 
 
 
 
 
 
 
 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 6.0 4.0 -2.0 

Fixed Income 94.0 96.0 2.0 

Developed  
Investment Grade 80.8 76.4 -4.4 

US 45.0 51.1 6.1 

Government 18.8 19.4 0.6 

Inflation-Linked 2.7 3.5 0.8 

Short 5.0 4.8 -0.2 

Intermediate 7.8 7.8 0.0 

Long 3.3 3.3 0.0 

Securitized 14.4 15.9 1.5 

Credit 11.8 15.8 4.0 

Short 1.6 2.6 1.0 

Intermediate 6.3 9.3 3.0 

Long 3.9 3.9 0.0 

Europe 27.2 20.2 -7.0 

Government 21.1 13.6 -7.5 

Credit 6.0 6.5 0.5 

Australia 0.5 0.5 0.0 

Government 0.5 0.5 0.0 

Japan 8.2 4.7 -3.5 

Government 8.2 4.7 -3.5 

Developed High Yield 6.6 6.3 -0.3 

US 5.0 3.1 -1.9 

Europe 1.6 3.2 1.6 

Emerging Market Debt 6.6 8.6 2.0 

Asia 1.1 2.4 1.3 

 Local currency 0.6 1.1 0.5 

 Foreign currency 0.6 1.4 0.8 

EMEA 3.6 3.6 0.0 

 Local currency 1.8 1.8 0.0 

 Foreign currency 1.8 1.8 0.0 

LatAm 1.8 2.5 0.7 

 Local currency 0.9 0.9 0.0 

 Foreign currency 0.9 1.6 0.7 

Thematic Fixed Income 0.0 4.7 4.7 

US Bank Loans 0.0 4.7 4.7 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 0.0 0.0 0.0 

Developed Equities 0.0 0.0 0.0 

Developed Large Cap Equities 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Canada 0.0 0.0 0.0 

UK 0.0 0.0 0.0 

Switzerland 0.0 0.0 0.0 

Europe ex UK ex Switzerland 0.0 0.0 0.0 

Asia ex Japan 0.0 0.0 0.0 

Japan 0.0 0.0 0.0 

Developed Small/ 
Mid Cap Equities 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Non-US 0.0 0.0 0.0 

Emerging All Cap Equities 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

China 0.0 0.0 0.0 

Asia (ex China) 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

LatAm 0.0 0.0 0.0 

Brazil 0.0 0.0 0.0 

LatAm ex Brazil 0.0 0.0 0.0 

Thematic Equities 0.0 0.0 0.0 

Global Equity REITs 0.0 0.0 0.0 

US Mortgage REITs 0.0 0.0 0.0 

Global Healthcare 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Total 100.0 100.0 0.0 
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Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding.  

Global USD without Hedge Funds: Risk Level 1 - 
Tactical Allocations 

 

Global Equities 

 

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overal neutral position, global fixed income has an overweight of 

+2.0%, cash has an underweight of -2.0%. 

Within equities, developed large cap equities, developed small/mid cap equities and emerging 

market equities are all at neutral positions. 

 Within fixed income, developed investment grade debt has an underweight position of -4.4%; 

developed high yield has an underweight position of -0.3% and emerging market debt has an 

overweight position of +2.0%. Thematic fixed income has an overweight position of +4.7%. 

  

Cash (-2.0%)
4.0%

Developed national, 
supranational and regional 

(-8.9%)
54.1%

Developed corporate 
investment grade (4.5%)

22.3%

Developed high yield (-
0.3%)
6.3%

Emerging market debt 
(2.0%)
8.6%

Thematic Fixed Income 
(4.7%)

Thematic Commodities 
(0.0%)
0.0%
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Global USD without Hedge Funds: Risk Level 2 

Risk Level 2 is designed for investors who emphasize capital preservation over return on investment, but who are willing to 

subject some portion of their principal to increased risk in order to generate a potentially greater rate of return on investment. 

 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 4.0 2.5 -1.5 

Fixed Income 64.1 58.9 -5.3 

Developed  
Investment Grade 57.6 49.7 -7.9 

US 32.1 34.6 2.5 

Government 13.4 12.6 -0.8 

Inflation-Linked 1.9 3.1 1.2 

Short 3.6 2.1 -1.5 

Intermediate 5.5 5.0 -0.5 

Long 2.4 2.4 0.0 

Securitized 10.3 11.4 1.1 

Credit 8.4 10.6 2.2 

Short 1.2 1.4 0.2 

Intermediate 4.5 6.5 2.0 

Long 2.8 2.8 0.0 

Europe 19.4 12.4 -7.0 

Government 15.1 8.1 -7.0 

Credit 4.3 4.3 0.0 

Australia 0.3 0.3 0.0 

Government 0.3 0.3 0.0 

Japan 5.8 2.4 -3.4 

Government 5.8 2.4 -3.4 

Developed High Yield 2.0 0.5 -1.5 

US 1.5 0.0 -1.5 

Europe 0.5 0.5 0.0 

Emerging Market Debt 4.5 5.9 1.5 

Asia 0.8 1.8 1.1 

 Local currency 0.4 0.9 0.6 

 Foreign currency 0.4 0.9 0.5 

EMEA 2.5 2.5 0.0 

 Local currency 1.2 1.2 0.0 

 Foreign currency 1.2 1.2 0.0 

LatAm 1.2 1.6 0.4 

 Local currency 0.6 0.6 0.0 

 Foreign currency 0.6 1.0 0.4 

Thematic Fixed Income 0.0 2.7 2.7 

US Bank Loans 0.0 2.7 2.7 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 31.9 38.6 6.7 

Developed Equities 27.5 30.2 2.7 

Developed Large Cap Equities 23.9 25.7 1.8 

US 16.3 16.3 0.0 

Canada 0.8 0.8 0.0 

UK 0.9 1.8 0.9 

Switzerland 0.7 0.7 0.0 

Europe ex UK ex Switzerland 2.3 2.6 0.3 

Asia ex Japan 0.9 1.3 0.4 

Japan 2.0 2.3 0.3 

Developed Small/ 
Mid Cap Equities 3.6 4.5 1.0 

US 1.9 1.9 0.0 

Non-US 1.7 2.6 1.0 

Emerging All Cap Equities 4.4 5.9 1.5 

Asia 3.9 4.4 0.5 

China 2.5 2.5 0.0 

Asia (ex China) 1.4 1.9 0.5 

EMEA 0.3 0.3 0.1 

LatAm 0.3 1.2 1.0 

Brazil 0.2 0.8 0.7 

LatAm ex Brazil 0.1 0.4 0.3 

Thematic Equities 0.0 2.5 2.5 

Global Equity REITs 0.0 0.5 0.5 

US Mortgage REITs 0.0 0.5 0.5 

Global Healthcare 0.0 1.5 1.5 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Total 100.0 100.0 0.0 
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Global USD without Hedge Funds: Risk Level 2 - 
Tactical Allocations 

 

Global Equities 

 

 

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overweight position of +6.7%, global fixed income has an underweight 

of -5.3%, cash has an underweight of -1.5%. 

Within equities, developed large cap equities have an overweight position of +1.8% and 

developed small/mid cap equities have an overweight of +1.0%. Emerging market equities have 

an overweight of +1.5%. Thematic equities have an overweight of +2.5%. 

Within fixed income, developed investment grade has an underweight position of -7.9%; 

developed high yield has an underweight position of -1.5% and emerging market debt has an 

overweight position of +1.5%. Thematic fixed income has an overweight position of +2.7%. 

  

Cash (-1.5%)
2.5%

Developed national, 
supranational and 
regional (-10.1%)

34.8%

Developed corporate 
investment grade (2.2%)

14.9%

Developed high 
yield (-1.5%)

0.5%

Emerging market debt 
(1.5%)
5.9%

Developed large cap 
equities (1.8%)

25.7%

Developed small/mid cap 
equities (1.0%)

4.5%

Emerging all cap equities 
(1.5%)
5.9%

Hedge funds (0.0%)

Thematic Equities (2.5%)
2.5%

Thematic Fixed 
Income (2.7%)

Thematic Commodities 
(0.0%)
0.0%
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Global USD without Hedge Funds: Risk Level 3 

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. 

 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 2.0 1.0 -1.0 

Fixed Income 36.6 27.6 -9.0 

Developed  
Investment Grade 32.3 22.3 -10.0 

US 18.0 17.9 -0.1 

Government 7.5 7.6 0.1 

Inflation-Linked 1.1 3.1 2.0 

Short 2.0 0.1 -1.9 

Intermediate 3.1 3.1 0.0 

Long 1.3 1.3 0.0 

Securitized 5.8 5.6 -0.2 

Credit 4.7 4.7 0.0 

Short 0.6 0.6 0.0 

Intermediate 2.5 2.5 0.0 

Long 1.5 1.5 0.0 

Europe 10.8 4.1 -6.7 

Government 8.4 1.9 -6.5 

Credit 2.4 2.2 -0.2 

Australia 0.2 0.2 0.0 

Government 0.2 0.2 0.0 

Japan 3.3 0.1 -3.2 

Government 3.3 0.1 -3.2 

Developed High Yield 2.0 0.5 -1.5 

US 1.5 0.0 -1.5 

Europe 0.5 0.5 0.0 

Emerging Market Debt 2.3 2.8 0.5 

Asia 0.4 0.9 0.5 

 Local currency 0.2 0.5 0.3 

 Foreign currency 0.2 0.4 0.2 

EMEA 1.3 1.3 0.0 

 Local currency 0.6 0.6 0.0 

 Foreign currency 0.6 0.6 0.0 

LatAm 0.6 0.6 0.0 

 Local currency 0.3 0.3 0.0 

 Foreign currency 0.3 0.3 0.0 

Thematic Fixed Income 0.0 2.0 2.0 

US Bank Loans 0.0 2.0 2.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 61.4 71.4 10.0 

Developed Equities 53.2 57.2 4.0 

Developed Large Cap Equities 46.2 49.2 3.0 

US 31.4 31.4 0.0 

Canada 1.5 1.5 0.0 

UK 1.8 3.3 1.5 

Switzerland 1.4 1.4 0.0 

Europe ex UK ex Switzerland 4.5 5.0 0.5 

Asia ex Japan 1.7 2.3 0.6 

Japan 3.9 4.3 0.4 

Developed Small/ 
Mid Cap Equities 6.9 7.9 1.0 

US 3.7 3.7 0.0 

Non-US 3.2 4.2 1.0 

Emerging All Cap Equities 8.2 10.2 2.0 

Asia 7.2 7.7 0.5 

China 4.7 4.7 0.0 

Asia (ex China) 2.5 3.0 0.5 

EMEA 0.5 0.5 0.0 

LatAm 0.5 2.0 1.5 

Brazil 0.3 1.3 1.0 

LatAm ex Brazil 0.2 0.7 0.5 

Thematic Equities 0.0 4.0 4.0 

Global Equity REITs 0.0 1.0 1.0 

US Mortgage REITs 0.0 1.0 1.0 

Global Healthcare 0.0 2.0 2.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Total 100.0 100.0 -0.0 
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Global USD without Hedge Funds: Risk Level 3 - 
Tactical Allocations 

 

Global Equities 

 

 

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overweight position of +10.0%, global fixed income has an underweight 

of -9.0%, cash has an underweight of -1.0%. 

Within equities, developed large cap equities have an overweight position of +3.0% and 

developed small/mid cap equities have an overweight of +1.0%. Emerging market equities have 

an overweight of +2.0%. Thematic equities have an overweight of +4.0%. 

Within fixed income, developed investment grade debt has an underweight position of -10.0%; 

developed high yield has an underweight position of -1.5%; emerging market debt has an 

overweight position of +0.5%. Thematic fixed income has an overweight of +2.0%. 

  

Developed national, 
supranational and 
regional (-9.8%)

15.4%

Developed corporate 
investment grade (-0.2%)

6.9%

Developed high yield (-
1.5%)
0.5%

Emerging market 
debt (0.5%)

2.8%

Developed large cap 
equities (3.0%)

49.2%

Developed small/mid cap 
equities (1.0%)

7.9%

Emerging all cap equities 
(2.0%)
10.2%

Thematic Equities (4.0%)
4.0% Thematic Fixed 

Income (2.0%)

Thematic Commodities 
(0.0%)
0.0%
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Global USD without Hedge Funds: Risk Level 4 

Risk Level 4 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. They are willing to subject a large 
portion of their portfolio to greater risk and market value fluctuations in anticipation of a potentially greater return on investment. 
Investors may have a preference for investments or trading strategies that may assume higher-than-normal market risks and/or 
potentially less liquidity with the goal (but not guarantee) of commensurate gains. 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 2.0 1.5 -0.5 

Fixed Income 18.5 6.0 -12.5 

Developed  
Investment Grade 16.5 4.8 -11.7 

US 9.2 4.2 -4.9 

Government 3.8 2.7 -1.2 

Inflation-Linked 0.5 1.5 1.0 

Short 1.0 0.0 -1.0 

Intermediate 1.6 0.5 -1.1 

Long 0.7 0.7 0.0 

Securitized 2.9 0.5 -2.5 

Credit 2.4 1.1 -1.3 

Short 0.3 0.0 -0.3 

Intermediate 1.3 0.8 -0.5 

Long 0.8 0.3 -0.5 

Europe 5.5 0.5 -5.0 

Government 4.3 0.3 -4.0 

Credit 1.2 0.2 -1.0 

Australia 0.1 0.0 -0.1 

Government 0.1 0.0 -0.1 

Japan 1.7 0.0 -1.7 

Government 1.7 0.0 -1.7 

Developed High Yield 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Europe 0.0 0.0 0.0 

Emerging Market Debt 2.0 0.7 -1.3 

Asia 0.3 0.4 0.1 

 Local currency 0.2 0.3 0.1 

 Foreign currency 0.2 0.2 -0.0 

EMEA 1.1 0.0 -1.1 

 Local currency 0.5 0.0 -0.5 

 Foreign currency 0.5 0.0 -0.5 

LatAm 0.6 0.3 -0.3 

 Local currency 0.3 0.0 -0.3 

 Foreign currency 0.3 0.3 -0.0 

Thematic Fixed Income 0.0 0.5 0.5 

US Bank Loans 0.0 0.5 0.5 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic 

(%) 

Tactical* 

(%) 

Active 

(%) 

Equities 79.5 92.5 13.0 

Developed Equities 68.6 73.5 5.0 

Developed Large Cap Equities 59.6 63.6 4.0 

US 40.5 40.5 -0.0 

Canada 2.0 2.0 0.0 

UK 2.4 4.3 1.9 

Switzerland 1.9 1.9 0.0 

Europe ex UK ex Switzerland 5.7 6.4 0.7 

Asia ex Japan 2.2 3.0 0.8 

Japan 5.0 5.5 0.6 

Developed Small/ 
Mid Cap Equities 9.0 10.0 1.0 

US 4.8 4.8 0.0 

Non-US 4.1 5.1 1.0 

Emerging All Cap Equities 11.0 13.5 2.5 

Asia 9.6 10.2 0.5 

China 6.3 6.3 0.0 

Asia (ex China) 3.4 3.9 0.5 

EMEA 0.7 0.6 -0.1 

LatAm 0.7 2.7 2.1 

Brazil 0.4 1.8 1.4 

LatAm ex Brazil 0.2 0.9 0.7 

Thematic Equities 0.0 5.5 5.5 

Global Equity REITs 0.0 1.5 1.5 

US Mortgage REITs 0.0 1.5 1.5 

Global Healthcare 0.0 2.5 2.5 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Total 100.0 100.0 -0.0 
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Global USD without Hedge Funds: Risk Level 4 - Tactical 

Allocations 

 

Global Equities 

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have an overweight position of +13.0%, global fixed income has an underweight 

of -12.5%, cash has an underweight of -0.5%. 

Within equities, developed large cap equities have an overweight position of +4.0% and 

developed small/mid cap equities have an overweight of +1.0%. Emerging market equities have 

an overweight of +2.5%. Thematic equities have an overweight position of +5.5%. 

Within fixed income, developed investment grade debt has an underweight position of -11.7%; 

developed high yield has a neutral position and emerging market debt has an underweight 

position of -1.3%. Thematic fixed income has an overweight position of +0.5%. 

     

  

Cash (-0.5%)
1.5%

Developed national, 
supranational and 
regional (-9.4%)

3.4%

Developed corporate 
investment grade (-2.3%)

1.3%

Developed high 
yield (0.0%)

0.0%

Emerging market debt (-
1.3%)
0.7%

Developed large cap 
equities (4.0%)

63.6%

Developed small/mid cap 
equities (1.0%)

10.0%

Emerging all cap equities 
(2.5%)
13.5%

Thematic 
Equities (5.5%)

5.5%

Thematic 
Fixed 

Income 
(0.5%)

Thematic Commodities 
(0.0%)
0.0%
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Global USD without Hedge Funds: Risk Level 5 

Risk Level 5 is designed for investors who emphasize return on investment. They are willing to subject their entire portfolio to 
greater risk and market value fluctuations in anticipation of a potentially greater return on investments. Investors may have a 
preference for investments or trading strategies that may assume higher than-normal market risks and/or potentially less liquidity 
with the goal (but not guarantee) of commensurate gains. Clients may engage in tactical or opportunistic trading, which may involve 
higher volatility and variability of returns. 

 

 

 

Active = the difference between tactical and strategic allocations. Minor differences may result due to rounding. 

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 0.0 0.0 0.0 

Fixed income 0.0 0.0 0.0 

Developed  
Investment Grade 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Inflation-Linked 0.0 0.0 0.0 

Short 0.0 0.0 0.0 

Intermediate 0.0 0.0 0.0 

Long 0.0 0.0 0.0 

Securitized 0.0 0.0 0.0 

Credit 0.0 0.0 0.0 

Short 0.0 0.0 0.0 

Intermediate 0.0 0.0 0.0 

Long 0.0 0.0 0.0 

Europe 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Credit 0.0 0.0 0.0 

Australia 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Japan 0.0 0.0 0.0 

Government 0.0 0.0 0.0 

Developed High Yield 0.0 0.0 0.0 

US 0.0 0.0 0.0 

Europe 0.0 0.0 0.0 

Emerging Market Debt 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

 Local currency 0.0 0.0 0.0 

 Foreign currency 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

 Local currency 0.0 0.0 0.0 

 Foreign currency 0.0 0.0 0.0 

LatAm 0.0 0.0 0.0 

 Local currency 0.0 0.0 0.0 

 Foreign currency 0.0 0.0 0.0 

Thematic Fixed Income 0.0 0.0 0.0 

US Bank Loans 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 100.0 100.0 0.0 

Developed Equities 86.2 76.7 -9.4 

Developed Large Cap Equities 74.9 64.7 -10.2 

US 51.0 46.4 -4.5 

Canada 2.5 0.0 -2.5 

UK 3.0 4.3 1.3 

Switzerland 2.3 0.8 -1.5 

Europe ex UK ex Switzerland 7.2 6.1 -1.1 

Asia ex Japan 2.7 2.1 -0.6 

Japan 6.3 5.0 -1.3 

Developed Small/ 
Mid Cap Equities 11.3 12.0 0.7 

US 6.0 6.0 -0.0 

Non-US 5.2 6.0 0.8 

Emerging All Cap Equities 13.8 16.3 2.5 

Asia 12.1 12.6 0.5 

China 7.9 7.5 -0.3 

Asia (ex China) 4.2 5.0 0.8 

EMEA 0.8 0.5 -0.3 

LatAm 0.9 3.2 2.3 

Brazil 0.5 2.1 1.6 

LatAm ex Brazil 0.3 1.0 0.7 

Thematic Equities 0.0 7.0 7.0 

Global Equity REITs 0.0 3.0 3.0 

US Mortgage REITs 0.0 1.0 1.0 

Global Healthcare 0.0 3.0 3.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Composite Commodities 0.0 0.0 0.0 

Thematic Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 0.0 

Thematic 2 0.0 0.0 0.0 

Thematic 3 0.0 0.0 0.0 

Thematic 4 0.0 0.0 0.0 

Thematic 5 0.0 0.0 0.0 

Total 100.0 100.0 0.0 
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Global USD without Hedge Funds: Risk Level 5 - 
Tactical Allocations 

 

Global Equities 

 

 

Figures in brackets are active allocations. All allocations are subject to change at discretion of the GIC of the Citi Private Bank. 

 

Global Fixed Income 
 

 

Hedge Funds 
 

 

Commodities 
 

 

Cash 
 

 
Thematic 

 

 

 

 

 

 

 

 

Core Positions 

Global equities, global fixed income, cash and gold are all at neutral position.  

Within equities, developed large cap equities have an underweight position of -10.2% and 

developed small/mid cap equities have an overweight of +0.7%. Emerging market equities have 

an overweight of +2.5%. Thematic equities have an overweight position of +7.0%. 

Within fixed income, developed government debt, developed corporate investment grade, 

developed high yield and emerging market debt are all at neutral position. 

 

 

 

 

 

 

 

Developed large cap 
equities (-10.2%)

64.7%

Developed small/mid cap 
equities (0.7%)

12.0%

Emerging all cap 
equities (2.5%)

16.3%

Thematic Equities (7.0%)
7.0%
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Asset Allocation Definitions 

ASSET CLASSES Benchmarked against 

Global equities MSCI All Country World Index, which represents 48 developed and emerging equity markets. Index components are 
weighted by market capitalization. 

Global bonds Bloomberg Barclays Capital Multiverse (Hedged) Index, which contains the government -related portion of the Multiverse 
Index, and accounts for approximately 14% of the larger index. 

Hedge funds HFRX Global Hedge Fund Index, which is designed to be representative of the overall composition of the hedge fund 
universe. It comprises all eligible hedge fund strategies; including but not limited to convertible arbitrage, distressed 
securities, equity hedge, equity market neutral, event driven, macro, merger arbitrage and relative value arbitrage. 
The strategies are asset-weighted based on the distribution of assets in the hedge fund industry. 

Commodities Dow Jones-UBS Commodity Index, which is composed of futures contracts on physical commodities traded on US 
exchanges, with the exception of aluminum, nickel and zinc, which trade on the London Metal Exchange (LME). The major 
commodity sectors are represented including energy, petroleum, precious metals, industrial metals, grains, livestock, softs, 
agriculture and ex-energy. 

The Thomson Reuters / Core Commodity Index is designed to provide timely and accurate representation of a long-only, 
broadly diversified investment in commodities through a transparent and disciplined calculation methodology. 

Cash Three-month LIBOR, which is the interest rates that banks charge each other in the international inter-bank market for three-
month loans (usually denominated in Eurodollars). 

EQUITIES  

Developed market 
large cap 

MSCI World Large Cap Index, which is free-float adjusted and weighted by market capitalization. The index is designed to 
measure the equity market performance of the large cap stocks in 23 developed markets. Large cap is defined as stocks 
representing roughly 70% of each market’s capitalization. 

All Country Ex US MSCI All Country ex US, which is free-float adjusted and weighted by market capitalization. The index is designed to 
measure the equity market performance of the large cap stocks in all countries excluding the US. 

US Standard & Poor’s 500 Index, which is a capitalization-weighted index that includes a representative sample of 500 leading 
companies in leading industries of the US economy. Although the S&P 500 focuses on the large cap segment of the market, 
with over 80% coverage of US equities, it is also an ideal proxy for the total market. 

Europe ex UK MSCI Europe ex UK Large Cap Index, which is free-float adjusted and weighted by market capitalization. The index is 
designed to measure large cap stock performance in each of Europe’s developed markets, except for the UK 

UK MSCI UK Large Cap Index, which is free-float adjusted and weighted by market capitalization. The index is designed to 
measure large cap stock performance in the UK 

Japan MSCI Japan Large Cap Index, which is free-float adjusted and weighted by market capitalization. The index is designed to 
measure large cap stock performance in Japan. 

Asia Pacific  
ex Japan 

MSCI Asia Pacific ex Japan Large Cap Index, which is free-float adjusted and weighted by market capitalization. The index is 
designed to measure the performance of large cap stocks in Australia, Hong Kong, New Zealand and Singapore. 

Developed market 
small and mid-cap 

(SMID) 

MSCI World Small Cap Index, which is a capitalization-weighted index that measures small cap stock performance in 23 
developed equity markets. 

Emerging market MSCI Emerging Markets Index, which is free-float adjusted and weighted by market capitalization. The index is designed to 
measure equity market performance of 22 emerging markets. 

BONDS  

Developed 
sovereign 

Citi World Government Bond Index (WGBI), which consists of the major global investment grade government bond markets 
and is composed of sovereign debt, denominated in the domestic currency. To join the WGBI, the market must satisfy size, 
credit and barriers-to-entry requirements. In order to ensure that the WGBI remains an investment grade benchmark, a 
minimum credit quality of BBB–/Baa3 by either S&P or Moody's is imposed. The index is rebalanced monthly. 

Emerging 
sovereign 

Citi Emerging Market Sovereign Bond Index (ESBI), which includes Brady bonds and US dollar -denominated emerging 
market sovereign debt issued in the global, Yankee and Eurodollar markets, excluding loans. It is composed of debt in Africa, 
Asia, Europe and Latin America. We classify an emerging market as a sovereign with a maximum foreign debt rating of 
BBB+/Baa1 by S&P or Moody's. Defaulted issues are excluded. 

Supranationals Citi World Broad Investment Grade Index (WBIG)—Government Related, which is a subsector of the WBIG. The index 
includes fixed rate investment grade agency, supranational and regional government debt, denominated in the domestic 
currency. The index is rebalanced monthly. 

Corporate 
investment grade 

Citi World Broad Investment Grade Index (WBIG)—Corporate, which is a subsector of the WBIG. The index includes fixed 
rate global investment grade corporate debt within the finance, industrial and utility sectors, denominated in the domestic 
currency. The index is rebalanced monthly. 

Corporate  
high yield 

Bloomberg Barclays Global High Yield Corporate Index. Provides a broad-based measure of the global high yield fixed 
income markets. It is also a component of the Multiverse Index and the Global Aggregate Index. 

Securitized 

 

 

Citi World Broad Investment Grade Index (WBIG)—Securitized, which is a subsector of the WBIG. The index includes global 
investment grade collateralized debt denominated in the domestic currency, including mortgage -backed securities, covered 
bonds (Pfandbriefe) and asset-backed securities. The index is rebalanced monthly. 
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Moody's Baa Corporate Bond Index is an investment bond index that tracks the performance of all bonds given a Baa rating 
by Moody's Investors Service. 

BAML US Corporate index (Bank of America Merrill Lynch) tracks the performance of US dollar 
denominated investment grade rated corporate debt publically issued in the US domestic market. 

 

 

OTHER MISCELLANEOUS DEFINITIONS 

Asset Backed 
Securities (ABS) 

A security whose income payments and hence value are derived from and collateralized (or "backed") by a specified pool of 
underlying assets such as consumer credit card debt or auto loans. 

Commercial 
Mortgage Backed 

Securities (CMBS) 

Commercial mortgage-backed securities (CMBS) are a type of mortgage-backed security that is secured by mortgages on 
commercial properties, instead of residential real estate. 

High Yield 
Corporate Bonds 

(HY) 

High yield corporate bonds are bonds with a credit rating less than BBB- (S&P) or Baa3 (Moody’s), and are debt securities 
issued by a corporation and sold to investors. The backing for the bond is usually the payment ability of the company, which 
is typically money to be earned from future operations. 

Investment Grade 
Corporate Bonds 

(IG) 

Investment grade corporate bonds are bonds with a credit rating equal to or above BBB- (S&P) or Baa3 (Moody’s), and are 
debt securities issued by a corporation and sold to investors. The backing for the bond is usually the payment ability of the 
company, which is typically money to be earned from future operations. 

COVID-Cyclicals Financials, Industrials, Energy, Materials, Real Estate, Consumer Discretionary ex-Amazon. 

COVID-Defensives IT, Health Care, Communication Services, Consumer Staples, Utilities, Amazon. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Global Strategy    Quadrant    41 

  



 

Global Strategy    Quadrant    42 

Disclosures 

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

CPB 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 CPB 
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. 

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. 

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. 

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. Investment products are not insured, carry no bank or government 
guarantee and may lose value. 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, 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 or by clicking the following 
links, 

http://www.theocc.com/components/docs/riskstoc.pdf and 
http://www.theocc.com/components/docs/about/publications/november_2012_supplement.pdf and 
https://www.theocc.com/components/docs/about/publications/october_2018_supplement.pdf 

If you buy options, the maximum loss is the premium. If you sell put options, the risk is the entire notional below the strike. If you sell call options, the 
risk is unlimited. The actual profit or loss from any trade will depend on the price at which the trades are executed. The prices used herein are 
historical and may not be available when you 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. 

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 

http://www.theocc.com/components/docs/riskstoc.pdf
http://www.theocc.com/components/docs/about/publications/november_2012_supplement.pdf
https://www.theocc.com/components/docs/about/publications/october_2018_supplement.pdf#_blank
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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. 

IRS Circular 230 Disclosure: 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 Quadrant. 

Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk and prepayment risk. In general, as prevailing interest 
rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline in an issuer’s credit rating, or creditworthiness, causes a bond’s 
price to decline. 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. 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. 

 

(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 
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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.  

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 the 
U.S., investment products and services are provided by Citigroup Global Markets Inc. (“CGMI”), member FINRA and SIPC, and Citi Private Advisory, 
LLC (“Citi Advisory”), member FINRA and SIPC. CGMI accounts are carried by Pershing LLC, member FINRA, NYSE, SIPC. Citi Advisory acts as 
distributor of certain alternative investment products to clients of Citi Private Bank. CGMI, Citi Advisory 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, Citi Advisory, Citibank, N.A. and other affiliated advisory businesses. These Citigroup affiliates, including 
Citi Advisory, will be compensated for the respective investment management, advisory, administrative, distribution and placement services they 
may provide.  

Citibank, N.A., Hong Kong / Singapore organised 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 Licence 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 2020/200). 

In the United Kingdom, Citibank N.A., London Branch (registered branch number BR001018), Citigroup Centre, Canada Square, Canary Wharf, 
London, E14 5LB, is authorised and regulated by the Office of the Comptroller of the Currency (USA) and 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. 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 
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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 is a branch of Citibank Europe plc with trade and companies register number B 200204. It is authorised in 
Luxembourg and supervised by the Commission de Surveillance du Secteur Financier. It appears on the Commission de Surveillance du Secteur 
Financier register with company 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 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. 

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. 

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. 

© 2021 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. 

 
 


