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The (Underestimated) Power of Panic 
City by city and country by country, fear has surged over the mortal risk presented by COVID-19. 

Even with widespread viral exposure across the world, perhaps one in every thousand humans would 
perish in the pandemic, more if hospitals are overwhelmed – see our special bulletin of February 24. This 
would be the most deadly pandemic since 1918, but still only account for a fraction of the human lives lost 
each year. With a mortality rate likely near ten times higher than the common flu, most will understandably 
try to avoid the infection. We do not believe the virus impact has already peaked. 

The “social distancing” required to slow infections is highly disruptive to economic activity, at least in the 
short run. Policymakers are taking extreme and unprecedented steps to limit the disruption’s long-
term effects on economic vitality. Notably, despite the policy successes of 2008-2009, economic 

damage was still extensive. Poorly-resourced small businesses are most exposed to lasting economic 
destruction.  Unlike in 2008, this is a “main street” crisis rather than a “Wall Street” crisis. 

We should expect the largest decline in global GDP on record in the second quarter. In 1Q, China’s 

economy shrank about 5% from its year-earlier quarter.  This roughly represents a 30% annualized rate of 
decline for the period. China’s gradual re-emergence from its shutdown offers glimmers of hope as to 
what could be a short contraction for the world economy. However, the declines in western economies 
look to be no less severe than that in China in 2Q. It seems plausible that 25% of US and European 
workers will be idle during the second quarter, suggesting an even larger decline in GDP than in China. 

Equity and credit markets have fallen hard, but have not clearly overshot. Despite the severe 35% 

drop in global equities at the recent low, we have not immediately raised our tactical allocation to equities, 
given the remarkable size of the shock.  However, the speed and nature of the adjustment suggests it 
may be time to raise risk allocations soon, with a strengthening long-term return outlook. We are now 
recommending portfolios to rebalance to their target allocation, buying equities if they are now under-
represented in balanced portfolios. 

Survive the “hibernation.” Certain industries will see little or no disruption from COVID-19, such as 

healthcare, some consumer staples, much e-commerce, and digital media. Others – such as energy, 
hospitality, airlines, and consumer discretionary – will bear the brunt of the immediate collapse. A 
secondary consideration is balance sheet strength, as the most cash rich firms with the highest margins 
can survive a temporary absence of revenue.  Many others must get outside aid or perish. 

Invest in a printing press. Corporations and certain governments cannot print their way to solvency if 

lenders flee. This is not true of the largest, safe-haven sovereigns. While government bond prices will fall 
somewhat when the crisis passes, we would continue to maintain some holdings of US Treasuries. 

Post Crisis, Expect Weaker USD.  The reflexive collapse of Emerging Markets won’t immediately 

reverse, but the Fed’s radical easing and likely long period of low US rates points to a strong recovery. 

Bet on Humanity not Covid. Central banks have acted strongly and swiftly with liquidity steps. 

Government spending on goods and services can augment demand. Bailouts can save jobs, even if 
inefficiently.  Most importantly, humanity has never faces a virus it hasn’t beaten. Looking beyond the 
depths of the present crisis, it is not difficult to be optimistic on the outlook for future years. 
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GIC – March 26

The Citi Private Bank Global Investment Committee left our asset 
allocation unchanged at our March meeting, with Global Equities 
neutral, Fixed Income underweight by 2.0%, and Gold 2.5% overweight. 
(This leaves cash 0.5% underweight, and US Treasuries overweight 
within Fixed Income). While the immediate economic outlook is bleak, 
we see increasing signs that the acute crisis phase will be relatively 
short. We are beginning to see medium-term (12-18 month) market 
opportunities outweigh risks, and our asset allocation framework is 
taking the earliest steps to take advantage. 

We expect the largest decline in global GDP on record in the second quarter 
2020. Equity and credit markets have fallen hard, but have not clearly 
overshot given the severity of the economic contraction catalyzed by Covid-
19. New country and city-level shutdowns are still ahead. However, given the 
unusual driver of the decline, and the very swift and strong macro policy 
response, it may soon be time to add to our risk allocations in a targeted 
way. We recommend investors to rebalance to their target allocation, buying 
equities if they are now under-represented in balanced portfolios after the 
sharp drop1. 

In 1Q, it appears China’s economy shrank about 5% from its year-earlier 
period. This is a roughly 30% annualized rate of decline for the 
quarter. China’s gradual re-emergence from its shutdown offers glimmers of 
hope as to what could be a short contraction for the world economy in 1H. 
However, it seems plausible that 25% of US and European workers will be 
idle in coming months, suggesting an even larger decline in GDP than in 
China. This globalization of the crisis should negatively impact economies 
beginning to recover from the shock. 

Asset class correlations spiked sharply in the past two weeks as certain 
investors liquidated available assets at any price. Credit markets functioned 
poorly following an oil production dispute between OPEC and Russia. The 
Federal Reserve announced “credit easing” steps of an extreme nature to 
restore market functioning. These steps are gaining traction in a wide range 
of credit markets. 

Within equities and credit, certain regions and industries (such as healthcare) 
outperformed others for explainable reasons. Those most impacted, such as 
travel and hospitality, remain suspect in our view as government assistance 
or other support may require recapitalization, diluting current holders. The 
most “cash rich” firms have outperformed even within industry sectors. While 
this limits the extent of their future rebound, we continue to favor quality 
balance sheets over recovery potential at this stage in both equities and 
credit.  

The Covid-19 health crisis seems poised for greater impact ahead. Cases in 
a variety of western cities are following the lagged path of Italy. Similarly, 
some cities in Asia and even the Southern hemisphere are seeing 
acceleration. While authorities race to add healthcare capacity, the rapid 
growth rate of the virus suggests it is pre-mature to assume economically 
disruptive public health measures have seen a peak. This argues against 
taking high levels of immediate risk. 

On the other side, the discrete nature of the health pandemic and swiftly 
building macroeconomic policy response argues for optimism beyond the 
immediate period. Rapid growth rates from depressed levels can be expected if policymakers succeed in bridging over the period of collapsed demand.  

If policymakers are successful in compressing a major economic collapse into a relatively short period, we would continue to expect high levels of financial 
market volatility for the foreseeable future. This means all assets will be “whipsawed” by the collapse and recovery within the coming few months. This can 
continue to generate strong returns for particular capital markets strategies that harness volatility as income generators. Most importantly, we strongly urge 
against abandoning diversified long-term portfolios amid large daily market moves. As noted elsewhere, returns are systematically augmented by adding to 
positions following large market declines. 

In government bond markets, we expect long-term yields will ultimately rise relative to central bank policy rates, but not in a linear fashion. We continue to see 
strong benefits in keeping some level of portfolio exposure to the largest and strongest sovereign bond markets. (The GIC remains overweight US Treasuries 
while avoiding many others). In time, we believe the US Fed’s dramatic policy changes will ultimately succeed in weakening the US dollar. We aim to stay 
globally diversified and will add to emerging markets allocations in the recovery period ahead. 

                                                                                 
1 Note on rebalancing: Even with the recent market rebound, asset price movements would have altered a simple 60/40 global equity/global bond portfolio’s 

allocations in the year-to-date. The significant drop in global equities means that many portfolios have a lower allocation to equities than their strategic 
allocation target and consequently may have breached the asset allocation ranges of investment policy guidelines.  The GIC recommends that clients 
consider rebalancing back to their target allocations.  While rebalancing has the potential to improve long-term returns, it is foremost an important risk control 
tool in a disciplined portfolio management process. 

 

Asset Classes –  

Global USD with Alternatives Level 3 

 -2 -1 0 1 2 

 

Fixed Income      

Developed Sovereign      

Developed Investment Grade Corporates      

High Yield       

Emerging Market Sovereigns      

      

Equities       

Developed Equities       

  US       

      US Large Cap       

      US SMID Cap      

  Non-US      

      Europe      

      Asia ex-Japan      

      Japan       

  Emerging Market Equity       

      

Cash       

Commodities      

 

Allocations as of March 26, 2020 

-2 = very underweight; -1 = underweight; 0 = neutral 

1 = overweight; 2 = very overweight 

Arrows indicate changes from previous GIC meeting 

 

https://www.privatebank.citibank.com/quadrant/strategyBulletin_03222020_qa.pdf
https://www.privatebank.citibank.com/ivc/docs/quadrant/gicAppendix03262020.pdf
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Is Policy Enough? 

It may be the worst global health pandemic since 1918, but unlike that period, when 

the US economy grew about 8%, the world’s citizens were largely ignorant of what 

transpired. The news today (real or fake) moves fast and pervasively.  

Markets similarly move at the pace of modern action films, not classic dramas.  The 

30% decline in US and global equities occurred in the fewest days on record (22).   

A human calamity is unfolding.  Yet investors can reasonably wonder why a 

healthcare crisis should generate such an unprecedented economic shock, causing 

countless millions of job losses and leaving many other illnesses untreated.  We see it 

partly as a function of the evolving sense of what is “dangerous.” Compared to times 

long past, avoiding health dangers has a lower and lower threshold as human life 

expectancy has risen (see figure 1).  The price for a high life expectancy is great 

worry to preserve it.  And therefore, we have the catastrophic reaction to Covid-19. 

Figure 1: Human Life Expectancy at Birth 

 

Sources: Haver Analytics as of February 14, 2020.  

Governments (clearly the US and UK initially) did not desire a broad shutdown of 

human interaction to slow the spread of Covid-19.  Most observers have not expected 

western governments to be able to isolate populations as centrally-controlled China 

has.  Yet those responsible for the public health at either a high or low level felt 

compelled to act.  This has meant a collapse in discretionary services as hundreds of 

millions now “shelter in place.”  This has meant millions of hospitality and other 

service sector workers have immediately lost their jobs.  Those losses impact others 

far and wide (see figure 2). 

Figure 2: US Initial Unemployment Claims Weekly Figure 3: Purchasing Managers’ (PMI) readings  

 

 

Source: Haver Analytics, as of March 26 2020. 
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The price for a high life 
expectancy is great worry to 
preserve it.  

 

 

 

 

Self-preservation in a 
pandemic means economic 
disruption. 

 

 

 

 

We do not see the peak 
impact of the virus close at 
hand.   

 

 

 

 

However, the macro policy 
responses to the disruptions 
have been very swift and 
strong.  Beyond a record 
pace of economic 
contraction in the near-term, 
it is not hard to be optimistic 
about the future pace of 
recovery. 
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In 1Q, China’s economy likely shrank about 5% from its year-earlier quarter.  This 

represents a record 30% annualized rate of decline for the period. China’s gradual re-

emergence from its shutdown offers glimmers of hope as to what could be a short 

contraction for the world economy. However, the declines in western economies look 

to be no less severe than China’s in 2Q. It seems plausible that 25% of US and 

European workers will be idle during the second quarter, suggesting an even larger 

decline in GDP (see figure 3).  Moreover, an increasing number of countries are 

joining the ranks of those imposing social distancing. 

Bold Policy, But Do We Recognize the Scope of the Challenge? 

Unfortunately, we cannot be optimistic about the path of the virus just ahead.  As 

figure 4 shows, the majority of new cases are now outside China and rising at the 

same rate as initial infections in Hubei Province.  What was Wuhan, then Milan and 

now New York, will be an ever growing number of cities.  Yet we still hear comments 

that the virus is “in some places and not others.”  Covid-19, like an ordinary influenza, 

will not respect local borders.  At current rates of growth, the virus may hit its peak 

global exposure by late May.  Social distancing is meant to slow the rate of growth so 

hospitals won’t be overwhelmed.  This both exacerbates the depths of the economic 

contraction and potentially lengthens the period to the peak in infections. 

Figure 4: Covid Infections Across the World 

 

Sources: Haver Analytics as of March 27, 2020.  

As we’ve detailed here previously, the financial system is in dramatically better shape 

to absorb a shock than in the last systemic-level crisis.  But what a shock it will be! 

Already, it has exposed other weaknesses unrelated to the virus itself.   

The clearest example of this was the weakness in managing the world’s petroleum 

producers.  Dominated by governments acting in consort, the market-share war 

between Saudi Arabia and Russia – amid the long surge in US production - served as 

spark that spiraled broad credit markets out of control (please see “Credit takes a 

Petroleum-led Hit”).  

The virus impact on economies that are tourism dependent, requiring critical imports 

(and possibly US dollar pegged) may still generate financial shocks ahead.  Multi-

lateral aid from the International Monetary Fund and World Bank will be a critical need 

ahead.  Across local economies, the small business sector will weaken the finances of 

property owners (see figure 5).  

  

We doubt all the 
“unknown unknowns” 
have been revealed. 

 

 

 

Consider the plight of 
import dependent 
emerging markets 
with USD pegs. 

 

 

 

The small business 
sector will also 
transmit weakness to 
property owners.  

 

 

 

Macroeconomic 
policymakers have 
thankfully moved at a 
rapid pace.  The US 
Fed, for example, has 
gone further in 14 
days than it did in 14 
months of the 
2008/2009 crisis. 

Equity market declines have 
not been historically 
extreme.  

 

 

 

 

 

 However, we would take 
some comfort in the 
restoration of bond market 
functioning. 

https://www.privatebank.citibank.com/ivc/docs/quadrant/StrategyBulletin_Energy_March2020.pdf
https://www.privatebank.citibank.com/ivc/docs/quadrant/StrategyBulletin_Energy_March2020.pdf
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Figure 5: Emerging Markets and Private Commercial 
Mortgage Backed Securities Spreads vs US 
Treasury Yields (%) 

Figure 6: Investment Grade, High Yield and 
Municipal Bond price indexes 

 

 

Source: Factset, as of March 26 2020. 
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. 
 

Against the gloom, we must acknowledge that the actions of macro policymakers 

have been unusually rapid and strong (please see sample table of global actions at 

the end of this article).  After some dark days of indiscriminate liquidation of assets of 

every quality, central bank actions have turned the tide in credit markets (see figure 

6).  This is a precondition for any optimism in risk assets.   

The Federal Reserve’s actions have also now been strong enough to stem the tide of 

a rising US dollar, a liquidity risk for many borrowers abroad.  Given the Fed’s likely 

commitment to a long period of low policy rates to add to its traction in markets now, 

we would expect US dollar declines and benefits for sensitive emerging markets for 

years to come (see figure 7). 

Figure 7: Broad Trade Weighted Dollar 

 

Sources: Haver Analytics as of March 26, 2020.  

Strong fiscal action, including a $2 trillion US response, can “build a bridge” over a 

depressed period for much of the economy.  It will not save truly marginal businesses, 

but it raises expectations for the future, implying a mere short, sharp, shock. This is in 

line with our original thinking about the virus impact, and left us to continue our neutral 

(full) global equity allocation after eliminating our equity overweights in February.  
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Yet the declines in equity markets have been unusually mild compared to the scope of 

the near-term economic contraction.  As figures 8-9 show, US equities are merely 9% 

below their level this time last year.  Non-US equities 18% below.   

These figures show a mere 20 years of history. Never in the last century have we 

seen asset markets simply look past current conditions entirely during crisis periods.  

Yes, markets in the late 1990s were too optimistic for a time, requiring little in terms of 

rising corporate profits to power outsized market gains. Yet never have we seen a 

period of weakening fundamentals wholly ignored. 

Figure 8: US equities and EPS Y/Y% Figure 9: Non-US and EPS y/y arrow 

 

 

Source: Factset, as of March 26 2020. 
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. 

 

Not an Ordinary Recession 

As we’ve argued since January, the nature of the present shock is unprecedented and 

unlike the unwinding of business cycle excesses.  Closing down businesses to avoid 

viral infections can be viewed as deliberate.  However, even the “good” policy 

response to the shock of 2008/2009 (compared to 1929-1933) left some significant 

damage, with years until full recovery. 

With financial markets rebounding on this optimism, while the underlying catalyst of 

Covid-19 disruptions is still building across the world economy, we suspect market 

volatility will remain high and investors nervous in the months ahead.   

Within equities and credit, certain regions and industries (such as healthcare) 

outperformed others for explainable reasons during the selloff (see figure 10).  Those 

most impacted, such as travel and hospitality, remain suspect in our view as 

government assistance or other support may require recapitalization, thus diluting 

current holders.  

The most “cash rich” firms have outperformed even within industry sectors (see figure 

11).  While this limits the extent of their future rebound, we continue to favor strong 

balance sheets over recovery potential at this stage in both equities and credit.  

In fixed income, borrowers and credit investors should acknowledge they needed 

central banks to rescue them.  The governments themselves are borrowers who wield 

a powerful force in the form of the “printing press.”  Even as the future value of US 

Treasury interest payments has fallen, these highest quality sovereign bonds deserve 

some level of allocation in portfolios that look to hold both high and low risk 

investments as a risk management tool.  While we may reduce our holdings tactically, 

for now, we maintain overweights in US Treasuries. 

  

Markets likely to remain 
volatile and nervous. We 
would allocate initial new 
assets to higher quality 
investments. We 
continue to favor strong 
balance sheets over 
recovery potential at this 
stage in both equities 
and credit. 

 

 

Further ahead, it is not 
difficult to be optimistic 
on the outlook for future 
years. 
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Figure 10: Markets do discriminate in Covid-19 impact…giving us no “free lunch” opportunity 

 

Sources: Factset as of March 27, 2020.  
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 11: Basket of Non-Financial Firms with Strong Balance Sheet vs 
Global Equities 

 

Sources: Factset as of March 26, 2020.  
Firms selected with three highest factors: 1) Cash on hand (Cash as % of 2019 Revenue) , 2) Operating Profit 
margin and 3) Equity/Net debt 
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. 

Conclusion: 

As bleak as our Quadrant may be to read this month, it is not hard to be optimistic on 

future years.  Humankind has never seen a virus it hasn’t ultimately beaten.   

As we’ve noted elsewhere , following 25% equity market declines, the average further 

drop has been 11.6% in the last six decades.  Did the equity market find its ultimate 

bottom already?  We can’t say for sure.  Yet as figure 12 shows, returns over 18-36 

months average at (or near) double digits following the 25% negative threshold.   

In line with our Investment Philosophy  we do not endeavor to time markets, shedding 

core portfolios.  Instead, we seek to build portfolios that survive periods of stress and 

thrive in the long expansions between.  We will allocate capital to what we expect to 

be the best risk-adjusted returns in a diversified manner to preserve wealth in the 

most extreme market conditions.  Looking forward, we see our risk budget rising as 

economies inevitably recover. 

https://www.privatebank.citibank.com/quadrant/strategyBulletin_03222020_qa.pdf
https://www.privatebank.citibank.com/ivc/docs/Outlook-2020.pdf
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Figure 12: Duration and Depth of S&P 500 Declines Larger than 25% 

 

Sources: Haver Analytics as of March 27, 2020.  
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. 

 

  

18 

Months

24 

Months

36 

Months

1962, Jun-14 12 15 -3.7% 36% 47% 57%

1970, Apr-28 28 3 -13.7% 17% 33% 34%

1974, Apr-25 161 7 -30.5% 0% 14% 10%

1982, Aug-05 7 8 -2.6% 53% 54% 82%

1987, Oct-19 46 12 -0.4% 36% 52% 36%

2001, Mar-20 15 14 -3.4% -24% -23% -3%

2001, Sep-20 1 14 -1.9% -9% 5% 15%

2002, Jul-19 82 6 -8.4% 34% 30% 44%

2008, Sep-17 166 3 -39.4% 1% -3% 5%

Average 58 9 -11.6% 16% 23% 31%

Return after First 25% DropTotal 

Decline 

After First 

25% Down

First 25% 

Decline

Days to Trough Days to Up 10%
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Figure 13: Fiscal and Monetary Actions Taken to Support Economies Around the World 

 
Sources: Bloomberg as of March 27, 2020.  

Country

US

Canada

Mexico

Brazil

Peru

Chile

Country

Germany

€67bn fiscal package, including  extra healthcare investment, tax deferrals, grants/loans for SME's. KfW 

to provide €550bn guaranteed loans. Proposed €156bn rescue package to provide social benefits and 

support for struggling companies. €50bn liquidity fund for self-employed. Bankruptcy leniency. 

France

€45bn fiscal package, payment salary (2months) to prevent people working, tax holidays, €300bn 

guaranteed loans. €1,500 handout to independent workers, possible rescue of companies with state 

shareholdings (i.e. Air France)

Italy

€25bn fiscal package, including €3bn for healthcare system and 1.5bn for civil protection agency. Tax 

deferral, wage supplements for those forced to stop work, gov't guarantees on bank loans, increased 

healthcare spend (€3.5bn). Proposed support of Alitalia (national carrier - state has already provided 

Spain
€17bn fiscal package, €100bn gov't loan guarantees, no social security contributions if job preserved, 

€600m to help vulnerable, mortgage payment holiday

UK

Two cuts to base rate, 

going from 0.75% to 

0.10%

£200bn asset purchase 

increase (Gilts + some 

corporates)

Country

China

Japan

South Korea

Singapore

Hong Kong

Australia 

India

Others

Reserve Requirement Ratio (RRR) cut by 50bps-

100bps; Cut policy rate including repo-rate, medium-

term lending facility (MLF)/Loan Prime Rate by 

10bps

Cut cash rate by 25bps to 0.25%, a target of 0.25% 

for the yield on 3yr govt bonds,  a funding facility to 

provide at least A$90bn credit to businesses, on top 

of $8.8bn funding injected into Aussie market

CBs cut policy rates: Indonesia: 50bps, Malaysia: 

50bps, Philippines: 75bps, Thailand: 50bps, Korea: 

50bps, Taiwan: 25bps

Cut interbank rate down by 70bps

A$15bn program to lower funding costs for small lenders; AUD17.7bn fiscal stimulus package announced, with 

payments to small businesses and households

1.7trn Rupee ($22.6bn) stimulus package, including cash transfers and food security

2020 budget included S$800mn dedicated to relief efforts; a second stimulus package of S$48bn ($33bn) drew on 

national reserves, total relief amounts to 11% of GDP

HKD120bn relief package in end-Feb

Americas

Unlimited UST and Agency MBS Purchases;

Zero fed funds rate;

Zero reserve requirement and use of capital buffers;

Corporate bond purchases 

(primary & secondary market);

Financing of Small Business; 

ABS Money Market Fund Liquidity Facility incl 

munis;

Commercial Paper Funding Facility incl tax exempt;

Expanded swap lines to provide USD liquidity to 

foreign Central Banks

“$2 trillion” fiscal package including:

$1200 checks/rebates to individuals/couples

Extended/expanded unemployment benefits

 $350 billion loans to small business with forgiveness provision

$500 billion in aid to most impacted larger employers

$100 billion for healthcare providers

$150 billion aid to state and local governments 

Monetary Fiscal

EMEA

Asia

Monetary Fiscal

Cut rates by 100bps

500bn yen for loans for firms with financial difficulty; Announced 1.5trn in cheap loans, of which 430.8bn yen for 

medical professionals and those affected by school closures

£29bn fiscal package, funding for statutory sick pay, business tax rate cuts, gov't guarantees on £330bn loans, 

€12bn package to help health service, companies and individuals 

Total emergency funds amount to W100trn ($80bn), including measures to protect vulnerable industries and Small 

and medium-sized enterprises (SMEs), and provide short-term liquidity to the financial market

NPC sessions postponed; Pre-allocated RMB1.8trn local govt bond quota for Q1 2020

Doubled annual ETF purchase upper limit to 12 

trillion yen, annual J-REIT purchases to 180 billion 

Yen and outstanding balance of commercial paper 

to 3.2 trillion Yen; Set up new operations to provide 

loans to corporates and increased corporate bonds 

and JGB purchases 

Cut its key rate by 50bps to a record low of 0.75%; 

Expand the bond stabilization fund to purchase 

corporate bonds and commercial paper

Monetary Fiscal

Euro area
No change 

(deposit rate at -0.5%)

€120bn APP + €750bn 

pandemic emergency 

purchase programme

Cut rates by 75bp to 1%

Fiscal package worth roughly $36bn (2% GDP)Cut rates by 75bp to 3.75%

Cut bank rate by 150bp to 0.5%; lowered overnight 

rate target to 0.25%
$27b CAD stimulus plan that will give people affected by the virus $2000 CAD a month and delay student loan 

repayments

Cut rates by 75bp to 6.50%

Cut rates by 100bp to 1.25% Fiscal package worth roughly $330mm (0.14% of GDP)
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Cash: The Corporate Vitamin-C 

 

Despite a sharp rally in the last few trading sessions, the realities of a severe 

economic contraction remain. Credit conditions are a key concern for investors and 

issuers, with defaults in the most impacted sectors likely to pick up in the months to 

come. Given this backdrop, we continue to recommend that new equity investments 

focus on companies with high quality balance sheets that should be better able to 

withstand severe economic headwinds. In assessing “high quality”, we evaluate firms 

using three criteria: 

  

1. Cash on hand (Cash as % of 2019 Revenue)  - How much cash firms held 

entering 2020 as a share of last year’s sales. The higher the number, the 

better able a firm should be at withstanding severe revenue shocks this year, 

thus preventing cuts to dividends, forced layoffs of talent, capex, etc 

2. Profit Margin (Operating profit margin) – A firm with a wider profit margin 

entering this crisis should be better positioned to withstand costly supply 

chain disruptions and also may have stronger pricing power in their respective 

industries. We use operating and not net margin as tax burdens are unlikely 

to be a factor this year.  

3. Leverage (Net Debt / Equity) – Firms with lower leverage tend to have a 

lower risk of bankruptcy than firms with higher leverage.  

  

Screening for companies that fall in the top quartile for each of the 3 metrics above 

(and with greater than $10bn in market cap) brings you to 37 firms globally from an 

initial sample of 1,954. Notably, the basket is heavily skewed towards sectors less 

impacted by this crisis like IT, Health Care and Communication Services (Figure 14). 

We exclude Banks and Real Estate in this exercise, as their cash positions and 

leverage are not comparable with non-financial business models. However, bank 

balance sheets in the US and Europe have greatly improved in the 12 years since the 

Global Financial Crisis (Figure 15). We believe banks will continue to face a skeptical 

market given exposures to struggling sectors coupled with a low-rate environment. 

However, solid underlying fundamentals should ultimately drive a strong rebound in 

banks once the extent of economic damage becomes clearer.  

Figure 14: High Quality Balance Sheet Screen by 
Sector 

Figure 15: US and European bank capital ratios  

 

 

Source: Factset, Bloomberg, and CPB Office of the Chief Investment Strategist as of March 26, 2020. 
Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only. Past performance is no guarantee of future 
returns. Real results may vary. 

 

 

Joe Fiorica 
Head – Global Equity  
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Performance of this basket is consistent with largely indiscriminate selling of equities 

regardless of quality in late February, followed by more differentiated returns in March. 

Since the US market peaked on February 19, our “Resilient Balance Sheet” basket 

has outperformed global shares by 6% (-16% vs -22% for MSCI AC World). We would 

expect this group of stocks to continue to outperform throughout this downturn, as 

earnings are likely to be much less impacted (or even outright positive for some health 

care names) than more consumer-oriented sectors. “Risk-on” days may see outsized 

returns for energy and airlines, but we continue to recommend avoiding large 

opportunistic positions in these sectors, as serious financial issues remain. 

Government bailouts tend to come with strings attached like a ban on buybacks and 

common equity dilution.  

Figure 16: Firms with High Quality Balance Sheets have Outperformed 
Global Shares 

 

Source: Factset, Bloomberg, and CPB Office of the Chief Investment Strategist as of March 27, 2020 
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. 

Implications for portfolios 

The sector, regional, and size characteristics of this exercise illuminate an important 

lesson for portfolios in the months ahead. Companies with high quality balance sheets 

tend to skew towards “growth” over “value”, favoring IT, Health Care, and 

Communications Services over Energy and Industrials. Firms in developed market 

economies also tend to be of higher quality, with more established businesses and 

superior corporate governance than is found in most emerging markets. Lastly, high 

quality companies also tend to be larger. Small caps are more likely to be loss-

making, have higher leverage than bigger firms, and have low levels of cash on hand, 

making them more vulnerable during economic downturns (Figures 17-18).  

Once the global economic contraction plays out over the coming months, we are likely 

to grow more optimistic in the most beaten up segments of the market: namely small 

caps, emerging market equities, and cyclical sectors. However, we caution against 

jumping the gun and buying these shares today, especially given the sharp rally off of 

lows in the last week. We remain in the heart of economic disruption, with COVID-19 

continuing to spread across the globe. It will be much more difficult to undo “social 

distancing” measures than it was to impose them, which could mean months more of 

sluggish economic activity and high unemployment. While markets tend to lead 

economic recoveries, we believe valuations and sentiment are not yet bearish enough 

to warrant a significant overweight to equities. In the meantime, we stress the 

importance of keeping equity portfolios “healthy” with allocations to high quality, cash-

rich firms.   
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Figure 17: Small cap sectors cash on hand Figure 18: Large cap sectors cash on hand  

 

 

Source: Factset, Bloomberg, and CPB Office of the Chief Investment Strategist as of March 26, 2020. 
Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only. Past performance is no guarantee of future 
returns. Real results may vary. 

 

Fixed Income opportunities born in the COVID-19 crisis 

The amazing speed of news flow over the Covid-19 virus pandemic has been equally 

matched by severe market declines, intense volatility and substantial policy responses 

from major central banks around the world. Most concerning has been the severe 

level of indiscriminate selling and declining market liquidity. This has created a 

number of market dislocations, most notably in US and European preferred stocks  

(see Preferreds stocks – Use one hand catching this knife), as well as US municipal 

bond market (see US Municipals –COVID crisis impact as meaningful as the 

recovery).  

 

The US fixed-to-float (F2F) preferred market has declined 30% over the last month, 

with average prices down about 25pts to the mid $80’s, its lowest on record. In 

Europe, Additional Tier 1 (AT1) securities have lost between 23-30%, depending on 

issuer and structure. Higher quality banks have certain securities trading with yields 

near 15% (see figures 19-20). 

Figure 19. US F2F prices have dropped 25 points on 
average 

 Figure 20. European AT1s have been hit hard as well 

 

 

 
Source: Bloomberg as of March 25, 2020  Source: Bloomberg as of March 25, 2020 

Over the last few weeks, the preferreds stock market wasn’t the only large dislocation 

seen in fixed income markets. The US municipal bond benchmark lost 11% since 

March 9th, this was the fastest decline in muni bonds on record. With equity markets 

down 30% over the same period, investors facing margin calls have been forced to 

sell assets to raise cash. The same is true for mutual funds that saw large 
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Kris Xippolitos 
Head – Fixed Income  
 
Joseph Kaplan 
Fixed Income  
 

https://www.privatebank.citibank.com/quadrant/PreferredsDislocationsNote.pdf
https://www.privatebank.citibank.com/quadrant/MunisDislocationNote.pdf
https://www.privatebank.citibank.com/quadrant/MunisDislocationNote.pdf
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redemptions. With high quality bonds sold first, reported outflows from muni bond 

funds and ETFs have been the largest on record. 

US and European Preferreds 

To be fair, the sell-off in preferreds is partially justified. Concerns around a global 

recession and the ability for banks to pay dividends has crept (back) into investors’ 

minds. Share buyback programs have stopped and US and European banks have 

both been told by regulators to use precious capital coffers to support continuation of 

credit to households and businesses. European structures have equity conversion or 

coupon suspension risks also creating additional nervousness.  

Fortunately, US and European bank balance sheets are starting from a position of 

strength. Post-Financial Crisis regulatory reforms had pushed the sector to raise 

significant capital to protect against future crisis. Common Equity Tier 1 ratios for most 

banks are well above the required threshold. Exposures to certain high-risk sectors 

(i.e., energy) appear manageable.  

In our view, preferred security valuations are historically attractive and offer long-term 

value. However, near-term risks remain and weakness may continue. Clarity around 

how severe the spread of Covid-19 virus is difficult to assess. However, the deep 

(though likely short natured) negative macro impact from public and factory shut 

downs is easier to predict. Liquidity in credit markets remains poor, though recent 

central policies should help.  

US municipal bonds 

With bank dealers hamstrung by a tighter regulatory environment, trading in most 

fixed income markets became completely dysfunctional. In munis, this led to 

exceptionally wide bid/offer spreads and severe downward price changes as panicked 

investors indiscriminately sold. As a result, muni yields have moved sharply higher.  

Despite relative performance differences, US municipal bonds have a long history of 

tracking the returns of the US Treasury (UST) market. Indeed, when valuations in 

“munis” are discussed, they are often defined by its yield ratio versus UST. During 

crisis periods, however, these relationships run the risk of breaking down. This 

occurred in muni bonds back during the Global Financial Crisis of 2008-09, and again 

today, as the world confronts a global health crisis.   

Over the last few days, munis have recovered some. However, muni yield ratios 

remain at historically high levels across the entire curve (see figure 21). Today, there 

is not a single point on muni curve where yield ratios are below 175%. This is more 

notable on the short-end, where 2-year muni yields are roughly five times greater than 

UST yields. This is more attractive than even during the weakest point of Global 

Financial Crisis (GFC) in 2008-09 (see figure 22).  

 
Figure 21. 10-year AAA yield ratios are historically high  Figure 22. Yield ratios are much higher than during 

GFC 

 

 

 
Source: Bloomberg as of March 25, 2020  Source: Bloomberg as of March 25, 2020 
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Similar to 2008, we do not expect yield ratios to snap back to expensive levels quickly. 

Public shutdowns are likely to create lower tax receipts and real revenue loss. The 

delays on 2019 tax filings can strain state budgets using reserves to fight Covid-19. 

States reliant on oil & gas production may also need to contend with declining 

revenue streams. Large-scale downgrades are unlikely, though we would expect 

larger dispersion in value across the country. 

Fed polices put in place to smooth market functioning include ensuring that municipal 

money market funds remain stable. A zero Fed Funds rate, added liquidity measures 

and asset purchases has also created a better base for markets going forward. There 

are still risks to consider, though the reward being offered in muni markets offers a 

compelling opportunity.  
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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 26, 2020 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 3.7 -0.3 

Fixed Income 66.4 65.1 -1.3 

Developed  
Investment Grade 59.9 57.1 -2.8 

Developed National, 
Supranational and Regional 47.2 42.7 -4.4 

Americas 26.1 34.2 8.1 

EMEA 14.3 5.9 -8.4 

UK 2.4 1.4 -1.1 

Core Europe 6.5 2.5 -4.0 

Peripheral Europe 4.9 1.5 -3.4 

Others 0.4 0.5 0.1 

Asia 6.8 2.7 -4.1 

Asia (ex Japan) 0.2 0.2 0.0 

Japan 6.6 2.4 -4.1 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 12.7 14.3 1.6 

Americas 8.3 10.6 2.2 

US 7.9 10.0 2.2 

Canada 0.5 0.5 0.0 

EMEA 4.3 3.7 -0.6 

Europe (ex UK) 3.6 3.2 -0.4 

UK 0.7 0.5 -0.2 

Asia 0.1 0.1 0.0 

Developed High Yield 2.0 2.1 0.1 

Americas 1.6 1.6 0.1 

EMEA 0.4 0.5 0.0 

Emerging Market Debt 4.5 6.0 1.4 

Americas 1.4 1.9 0.6 

EMEA 2.4 2.5 0.1 

Asia 0.8 1.5 0.8 

Hybrid Investments 7.8 7.8 0.0 

Hedge Funds 7.8 7.8 0.0 

Real Assets 0.0 1.7 1.7 

Commodities 0.0 1.7 1.7 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 11.7 11.7 0.0 

Developed Equities 9.7 9.7 0.0 

Developed Large Cap Equities 8.4 8.4 0.0 

Americas 5.7 5.7 0.0 

US All 5.4 5.4 0.0 

Canada 0.3 0.3 0.0 

EMEA 1.7 1.7 0.0 

UK 0.5 0.5 0.0 

Germany 0.2 0.2 0.0 

France 0.3 0.3 0.0 

Switzerland 0.3 0.3 0.0 

Benelux 0.1 0.1 0.0 

Scandi 0.1 0.1 0.0 

Spain 0.1 0.1 0.0 

Italy 0.1 0.1 0.0 

Others 0.0 0.0 0.0 

Asia 1.1 1.1 0.0 

Australasia 0.2 0.2 0.0 

Far East ex Japan 0.1 0.1 0.0 

Japan 0.7 0.7 0.0 

Developed Small/ 
Mid Cap Equities 1.3 1.3 0.0 

Americas 0.8 0.8 0.0 

EMEA 0.4 0.4 0.0 

Europe (ex UK) 0.3 0.3 0.0 

UK 0.1 0.1 0.0 

Asia 0.2 0.2 0.0 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 0.2 0.2 0.0 

Emerging All Cap Equities 2.0 2.0 0.0 

Americas 0.2 0.2 0.0 

Brazil 0.1 0.1 0.0 

Mexico 0.0 0.0 0.0 

Other 0.0 0.0 0.0 

EMEA 0.2 0.2 0.0 

Turkey 0.0 0.0 0.0 

Russia and Eastern Europe 0.1 0.1 0.0 

South Africa 0.1 0.1 0.0 

Other 0.0 0.0 0.0 

Asia 1.6 1.6 0.0 

China 0.9 0.9 0.0 

India 0.2 0.2 0.0 

South Korea 0.2 0.2 0.0 

Taiwan 0.2 0.2 0.0 

Other Emerging Asia 0.1 0.1 0.0 

Total 100.0 100.0 0.0 

 

https://www.privatebank.citibank.com/ivc/docs/1623957_AVS_Summary_Brochure_v5_CI011850073.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 
 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall, global fixed income has an underweight of -1.3% 

with cash underweight at -0.3% and gold overweight at +1.7%. 

Within equities, all the postions are neutral. 

Within fixed income, developed government debt has the largest underweight at -4.4%, 

contributing mostly by Europe and Japan while US treasuries have an overweight position. 

Developed corporate investment grade debt has the largest overweight at +1.6% with 

overweight in US and underweight in Europe. 

Emerging market debt has an overweight positon of 1.4% with overweight mostly in Asia and 

LatAm. 

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

  

Cash (-0.3%)
3.7%

Developed national, 
supranational and 
regional (-4.4%)

42.7%

Developed corporate 
investment grade (1.6%)

14.3%

Developed high yield 
(0.1%)
2.1%

Emerging market debt 
(1.4%)
6.0%

Developed large cap 
equities (0.0%)

8.4%

Developed small/mid cap 
equities (0.0%)

1.3%

Emerging all cap equities 
(0.0%)
2.0%

Hedge funds (0.0%)
7.8%

Commodities (1.7%)
1.7%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%
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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 1.5 -0.5 

Fixed Income 37.2 35.2 -2.0 

Developed  
Investment Grade 

32.8 29.7 -3.1 

Developed National, 
Supranational and Regional 

25.8 21.7 -4.2 

Americas 14.3 20.0 5.7 

EMEA 7.8 1.2 -6.6 

UK 1.3 0.3 -1.0 

Core Europe 3.6 0.5 -3.1 

Peripheral Europe 2.7 0.2 -2.4 

Others 0.2 0.1 -0.1 

Asia 3.7 0.5 -3.3 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 3.6 0.3 -3.3 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

7.0 8.0 1.1 

Americas 4.6 6.3 1.7 

US 4.3 6.0 1.7 

Canada 0.3 0.3 0.0 

EMEA 2.4 1.8 -0.6 

Europe (ex UK) 2.0 1.6 -0.4 

UK 0.4 0.2 -0.2 

Asia 0.0 0.0 0.0 

Developed High Yield 2.0 2.0 0.0 

Americas 1.6 1.6 0.0 

EMEA 0.4 0.4 0.0 

Emerging Market Debt 2.4 3.5 1.1 

Americas 0.7 1.2 0.5 

EMEA 1.3 1.3 0.0 

Asia 0.4 1.1 0.7 

Hybrid Investments 11.8 11.8 0.0 

Hedge Funds 11.8 11.8 0.0 

Real Assets 0.0 2.5 2.5 

Commodities 0.0 2.5 2.5 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 38.9 38.9 0.0 

Developed Equities 34.2 34.2 0.0 

Developed Large Cap Equities 29.5 29.5 0.0 

Americas 19.9 19.9 0.0 

US All 18.8 18.8 0.0 

Canada 1.1 1.1 0.0 

EMEA 5.8 5.8 0.0 

UK 1.6 1.6 0.0 

Germany 0.8 0.8 0.0 

France 1.0 1.0 0.0 

Switzerland 0.9 0.9 0.0 

Benelux 0.4 0.4 0.0 

Scandi 0.5 0.5 0.0 

Spain 0.3 0.3 0.0 

Italy 0.2 0.2 0.0 

Others 0.1 0.1 0.0 

Asia 3.8 3.8 0.0 

Australasia 0.7 0.7 0.0 

Far East ex Japan 0.5 0.5 0.0 

Japan 2.6 2.6 0.0 

Developed Small/ 
Mid Cap Equities 

4.7 4.7 0.0 

Americas 2.6 2.6 0.0 

EMEA 1.3 1.3 0.0 

Europe (ex UK) 1.0 1.0 0.0 

UK 0.3 0.3 0.0 

Asia 0.7 0.7 0.0 

Asia (ex Japan) 0.2 0.2 0.0 

Japan 0.6 0.6 0.0 

Emerging All Cap Equities 4.8 4.8 0.0 

Americas 0.5 0.5 0.0 

Brazil 0.3 0.3 0.0 

Mexico 0.1 0.1 0.0 

Other 0.1 0.1 0.0 

EMEA 0.5 0.5 0.0 

Turkey 0.0 0.0 0.0 

Russia and Eastern Europe 0.2 0.2 0.0 

South Africa 0.2 0.2 0.0 

Other 0.0 0.0 0.0 

Asia 3.8 3.8 0.0 

China 2.1 2.1 0.0 

India 0.4 0.4 0.0 

South Korea 0.4 0.4 0.0 

Taiwan 0.5 0.5 0.0 

Other Emerging Asia 0.3 0.3 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 
 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall, global fixed income has an underweight of -2.0% 

with cash underweight at -0.5% and gold overweight at +2.5%. 

Within equities, all positions are neutral. 

Within fixed income, developed government debt has the largest underweight at -4.2%, with US 

government debt at an overweight position. Both developed corporate investment grade debt 

and emerging market debt are overweight by 1.1%. 

 Within EM fixed income, Asia and LatAm have an overweight position while EMEA is nearly 

neutral. 

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

  

Cash (-0.5%)
1.5%

Developed national, 
supranational and 
regional (-4.2%)

21.7%

Developed corporate 
investment grade (1.1%)

8.0%

Developed high yield 
(0.0%)
2.0%

Emerging market debt 
(1.1%)
3.5%

Developed large cap 
equities (0.0%)

29.5%

Developed small/mid cap 
equities (0.0%)

4.7%

Emerging all cap equities 
(0.0%)
4.8%

Hedge funds (0.0%)
11.8%

Commodities (2.5%)
2.5%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%
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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 18.2 16.0 -2.2 

Developed  
Investment Grade 

16.2 13.6 -2.6 

Developed National, 
Supranational and Regional 

12.7 9.9 -2.9 

Americas 7.0 9.4 2.4 

EMEA 3.9 0.3 -3.5 

UK 0.7 0.1 -0.6 

Core Europe 1.8 0.1 -1.6 

Peripheral Europe 1.3 0.1 -1.3 

Others 0.1 0.0 -0.1 

Asia 1.8 0.1 -1.7 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 1.8 0.1 -1.7 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

3.4 3.7 0.3 

Americas 2.3 2.9 0.7 

US 2.1 2.8 0.7 

Canada 0.1 0.1 0.0 

EMEA 1.2 0.8 -0.4 

Europe (ex UK) 1.0 0.7 -0.3 

UK 0.2 0.1 -0.1 

Asia 0.0 0.0 0.0 

Developed High Yield 0.0 0.1 0.1 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Emerging Market Debt 2.0 2.4 0.4 

Americas 0.6 0.8 0.2 

EMEA 1.1 0.8 -0.3 

Asia 0.3 0.7 0.4 

Hybrid Investments 13.9 13.9 0.0 

Hedge Funds 13.9 13.9 0.0 

Real Assets 0.0 2.7 2.7 

Commodities 0.0 2.7 2.7 

Private Equity 5.0 5.0 0.0 

Real Estate 5.0 5.0 0.0 

 

Classification 

Strategic 

(%) 

Tactical* 

(%) 

Active 

(%) 

Equities 55.9 55.9 0.0 

Developed Equities 48.7 48.7 0.0 

Developed Large Cap Equities 42.1 42.1 0.0 

Americas 28.3 28.3 0.0 

US All 26.8 26.8 0.0 

Canada 1.5 1.5 0.0 

EMEA 8.3 8.3 0.0 

UK 2.3 2.3 0.0 

Germany 1.1 1.1 0.0 

France 1.4 1.4 0.0 

Switzerland 1.3 1.3 0.0 

Benelux 0.6 0.6 0.0 

Scandi 0.8 0.8 0.0 

Spain 0.4 0.4 0.0 

Italy 0.3 0.3 0.0 

Others 0.1 0.1 0.0 

Asia 5.5 5.5 0.0 

Australasia 1.0 1.0 0.0 

Far East ex Japan 0.7 0.7 0.0 

Japan 3.7 3.7 0.0 

Developed Small/ 
Mid Cap Equities 

6.7 6.7 0.0 

Americas 3.8 3.8 0.0 

EMEA 1.9 1.9 0.0 

Europe (ex UK) 1.4 1.4 0.0 

UK 0.4 0.4 0.0 

Asia 1.0 1.0 0.0 

Asia (ex Japan) 0.3 0.3 0.0 

Japan 0.8 0.8 0.0 

Emerging All Cap Equities 7.1 7.1 0.0 

Americas 0.8 0.8 0.0 

Brazil 0.5 0.5 0.0 

Mexico 0.2 0.2 0.0 

Other 0.1 0.1 0.0 

EMEA 0.7 0.7 0.0 

Turkey 0.0 0.0 0.0 

Russia and Eastern Europe 0.4 0.4 0.0 

South Africa 0.3 0.3 0.0 

Other 0.0 0.0 0.0 

Asia 5.7 5.7 0.0 

China 3.2 3.2 0.0 

India 0.6 0.6 0.0 

South Korea 0.7 0.7 0.0 

Taiwan 0.7 0.7 0.0 

Other Emerging Asia 0.5 0.5 0.0 

Total 100.0 100.0 0.0 

 



 

Global Strategy: Quadrant  20 

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 

 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall, global fixed income has an underweight of -2.2% 

with cash underweight at -0.5% and gold overweight at +2.7%. 

Within equities, all positions are neutral. 

Within fixed income, developed government debt has the largest underweight at -2.9%; 
emerging market debt has the largest overweight at +0.4% followed by developed corporate 
investment grade at +0.3%. 

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

  

Cash (-0.5%)
1.5%

Developed national, 
supranational and 
regional (-2.9%)

9.9%

Developed corporate 
investment grade (0.3%)

3.7%

Developed high yield 
(0.1%)
0.1%

Emerging market debt 
(0.4%)
2.4%

Developed large cap 
equities (0.0%)

42.1%

Developed small/mid cap 
equities (0.0%)

6.7%

Emerging all cap equities 
(0.0%)
7.1%

Hedge funds (0.0%)
13.9%

Commodities (2.7%)
2.7%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%



 

Global Strategy: Quadrant  21 

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 

Developed national, 
supranational and regional 

0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

0.0 0.0 0.0 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Europe (ex UK) 0.0 0.0 0.0 

UK 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

Asia (ex Japan) 0.0 0.0 0.0 

Japan 0.0 0.0 0.0 

Developed high yield 0.0 0.0 0.0 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

Emerging market debt 0.0 0.0 0.0 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

Equities 76.0 76.0 0.0 

Global Developed Equities 66.3 66.3 0.0 

Developed Large Cap 
Equities 

57.2 57.2 0.0 

Americas 38.5 38.5 0.0 

    US All 36.4 36.4 0.0 

Canada 2.1 2.1 0.0 

EMEA 11.3 11.3 0.0 

    UK 3.1 3.1 0.0 

Germany 1.5 1.5 0.0 

France 2.0 2.0 0.0 

Switzerland 1.8 1.8 0.0 

Benelux 0.8 0.8 0.0 

Scandi 1.0 1.0 0.0 

Spain 0.5 0.5 0.0 

Italy 0.4 0.4 0.0 

Others 0.2 0.2 0.0 

    

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Asia 7.4 7.4 0.0 

Australasia 1.4 1.4 0.0 

Far East ex Japan 1.0 1.0 0.0 

Japan 5.0 5.0 0.0 

Developed Small/Mid 
Cap Equities 

9.1 9.1 0.0 

Americas 5.1 5.1 0.0 

EMEA 2.5 2.5 0.0 

Europe (ex UK) 1.9 1.9 0.0 

UK 0.6 0.6 0.0 

Asia 1.4 1.4 0.0 

Asia (ex Japan) 0.4 0.4 0.0 

Japan 1.1 1.1 0.0 

Emerging all Cap Equities 9.7 9.7 0.0 

Americas 1.0 1.0 0.0 

Brazil 0.7 0.7 0.0 

Mexico 0.2 0.2 0.0 

Other 0.1 0.1 0.0 

EMEA 0.9 0.9 0.0 

  Turkey 0.0 0.0 0.0 

  Russia and Eastern Europe 0.5 0.5 0.0 

  South Africa 0.3 0.3 0.0 

  Other 0.0 0.0 0.0 

Asia 7.8 7.8 0.0 

China 4.4 4.4 0.0 

India 0.9 0.9 0.0 

South Korea 0.9 0.9 0.0 

Taiwan 0.9 0.9 0.0 

Other Emerging Asia 0.7 0.7 0.0 

Hybrid Investments 14.0 14.0 0.0 

Hedge Funds 14.0 14.0 0.0 

Real Assets 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Gold 0.0 0.0 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 

 



 

Global Strategy: Quadrant  22 

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 
 

 

 

 

 

 

 

 

 

Core Positions 

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

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

  

Cash (0.0%)
0.0%

Developed national, 
supranational and 

regional (0.0%)
0.0%

Developed corporate 
investment grade (0.0%)

0.0%

Developed high yield 
(0.0%)
0.0%

Emerging market debt 
(0.0%)
0.0%

Developed large cap 
equities (0.0%)

57.2%

Developed small/mid cap 
equities (0.0%)

9.1%

Emerging all cap equities 
(0.0%)
9.7%

Hedge funds (0.0%)
14.0%

Commodities (0.0%)
0.0%

Private Equity (0.0%)
5.0%

Real Estate (0.0%)
5.0%



 

Global Strategy: Quadrant  23 

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. 

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

  

Classification 
Strategic 

(%) 
Tactical*  

(%) 
Active  

(%) 

Cash 6.0 5.8 -0.2 

Fixed Income 94.0 93.2 -0.8 

Developed 
Investment Grade 

80.8 78.8 -2.1 

Developed National, 
Supranational and Regional 

63.7 60.2 -3.5 

Americas 35.2 42.2 7.0 

EMEA 19.3 12.3 -7.0 

UK 3.3 2.6 -0.7 

Core Europe 8.8 5.4 -3.4 

Peripheral Europe 6.6 3.5 -3.1 

Others 0.5 0.8 0.3 

Asia 9.2 5.7 -3.5 

Asia (ex Japan) 0.3 0.3 0.0 

Japan 8.9 5.4 -3.5 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

17.2 18.6 1.4 

Americas 11.3 13.1 1.8 

US 10.6 12.4 1.8 

Canada 0.7 0.7 0.0 

EMEA 5.8 5.4 -0.4 

Europe (ex UK) 4.8 4.6 -0.3 

UK 1.0 0.8 -0.2 

Asia 0.1 0.1 0.0 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 0.0 0.0 0.0 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Developed High Yield 6.6 6.6 0.1 

Americas 5.1 5.2 0.0 

EMEA 1.4 1.5 0.0 

Emerging Market Debt 6.6 7.8 1.2 

Americas 2.0 2.4 0.5 

EMEA 3.5 3.6 0.1 

Asia 1.1 1.7 0.6 

Equities 0.0 0.0 0.0 

Developed Equities 0.0 0.0 0.0 

Emerging Equities 0.0 0.0 0.0 

Hybrid Investments 0.0 0.0 0.0 

Hedge Funds 0.0 0.0 0.0 

Real Assets 0.0 1.0 1.0 

Commodities 0.0 1.0 1.0 

Total 100.0 100.0 0.0 

 



 

Global Strategy: Quadrant  24 

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 
 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall with global fixed income underweight at -0.8%. 

Cash is underweight by -0.2% and gold is overweight by +1.0%.  

Within global equities, all positions are neutral. 

Within fixed income, developed government debt has a large underweight postion at -3.5% 

driven by underweight in Europe and Japan while US government debt is at overweight 

position. Developed corporate investment grade fixed income has the largest overweight at 

+1.4% followed by emerging market debt at +1.2%.  

  

Cash (-0.2%)
5.8%

Developed national, 
supranational and regional 

(-3.5%)
60.2%

Developed corporate 
investment grade (1.4%)

18.6%

Developed high yield 
(0.1%)
6.6%

Emerging market debt 
(1.2%)
7.8%

Developed large cap 
equities (0.0%)

0.0%

Developed small/mid cap 
equities (0.0%)

0.0%

Emerging all cap equities 
(0.0%)
0.0%

Commodities (1.0%)
1.0%



 

Global Strategy: Quadrant  25 

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 3.7 -0.3 

Fixed Income 64.1 62.7 -1.3 

Developed  
Investment Grade 

57.6 54.8 -2.8 

Developed National, 
Supranational and Regional 

45.4 41.1 -4.3 

Americas 25.1 32.8 7.8 

EMEA 13.7 5.7 -8.1 

UK 2.3 1.3 -1.0 

Core Europe 6.3 2.4 -3.9 

Peripheral Europe 4.7 1.4 -3.3 

Others 0.4 0.5 0.1 

Asia 6.5 2.6 -4.0 

Asia (ex Japan) 0.2 0.2 0.0 

Japan 6.3 2.3 -4.0 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

12.2 13.8 1.5 

Americas 8.0 10.2 2.1 

US 7.6 9.7 2.1 

Canada 0.5 0.5 0.0 

EMEA 4.2 3.6 -0.6 

Europe (ex UK) 3.4 3.1 -0.4 

UK 0.7 0.5 -0.2 

Asia 0.1 0.1 0.0 

Developed High Yield 2.0 2.1 0.1 

Americas 1.6 1.6 0.1 

EMEA 0.4 0.5 0.0 

Emerging Market Debt 4.5 5.8 1.3 

Americas 1.3 1.9 0.5 

EMEA 2.4 2.4 0.0 

Asia 0.7 1.5 0.8 

Hybrid Investments 0.0 0.0 0.0 

Hedge Funds 0.0 0.0 0.0 

Real Assets 0.0 1.7 1.7 

Commodities 0.0 1.7 1.7 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 31.9 31.9 0.0 

Developed Equities 27.8 27.8 0.0 

Developed Large Cap Equities 24.0 24.0 0.0 

Americas 16.2 16.2 0.0 

US All 15.3 15.3 0.0 

Canada 0.9 0.9 0.0 

EMEA 4.7 4.7 0.0 

UK 1.3 1.3 0.0 

Germany 0.6 0.6 0.0 

France 0.8 0.8 0.0 

Switzerland 0.8 0.8 0.0 

Benelux 0.3 0.3 0.0 

Scandi 0.4 0.4 0.0 

Spain 0.2 0.2 0.0 

Italy 0.2 0.2 0.0 

Others 0.1 0.1 0.0 

Asia 3.1 3.1 0.0 

Australasia 0.6 0.6 0.0 

Far East ex Japan 0.4 0.4 0.0 

Japan 2.1 2.1 0.0 

Developed Small/ 
Mid Cap Equities 3.8 3.8 0.0 

Americas 2.2 2.2 0.0 

EMEA 1.1 1.1 0.0 

Europe (ex UK) 0.8 0.8 0.0 

UK 0.2 0.2 0.0 

Asia 0.6 0.6 0.0 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 0.4 0.4 0.0 

Emerging All Cap Equities 4.1 4.1 0.0 

Americas 0.4 0.4 0.0 

Brazil 0.3 0.3 0.0 

Mexico 0.1 0.1 0.0 

Other 0.1 0.1 0.0 

EMEA 0.4 0.4 0.0 

Turkey 0.0 0.0 0.0 

Russia and Eastern Europe 0.2 0.2 0.0 

South Africa 0.1 0.1 0.0 

Other 0.0 0.0 0.0 

Asia 3.2 3.2 0.0 

China 1.8 1.8 0.0 

India 0.4 0.4 0.0 

South Korea 0.4 0.4 0.0 

Taiwan 0.4 0.4 0.0 

Other Emerging Asia 0.3 0.3 0.0 

Total 100.0 100.0 0.0 

 



 

Global Strategy: Quadrant  26 

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 
 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall with global fixed income underweight at -1.3%. 

Cash has an underweight position of -0.3% and gold has an overweight position of +1.7%. 

Within equities, all positions are neutral. 

Within fixed income, developed government debt has the largest underweight at -4.3% driven 

by underweight in Europe and Japan while US government debt is at overweight position. 

Developed corporate investment grade fixed income has the largest overweight at +1.5% 

followed by emerging market debt at +1.3%. 

  

Cash (-0.3%)
3.7%

Developed national, 
supranational and 
regional (-4.3%)

41.1%

Developed corporate 
investment grade (1.5%)

13.8%

Developed high 
yield (0.1%)

2.1%

Emerging market debt 
(1.3%)
5.8%

Developed large cap 
equities (0.0%)

24.0%

Developed small/mid cap 
equities (0.0%)

3.8%

Emerging all cap equities 
(0.0%)
4.1%

Commodities (1.7%)
1.7%



 

Global Strategy: Quadrant  27 

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 1.5 -0.5 

Fixed Income 36.5 34.5 -2.0 

Developed  
Investment Grade 

32.2 29.1 -3.1 

Developed National, 
Supranational and Regional 

25.4 21.3 -4.1 

Americas 14.0 19.6 5.6 

EMEA 7.7 1.2 -6.5 

UK 1.3 0.3 -1.0 

Core Europe 3.5 0.5 -3.0 

Peripheral Europe 2.6 0.2 -2.4 

Others 0.2 0.1 -0.1 

Asia 3.7 0.5 -3.2 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 3.5 0.3 -3.2 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

6.8 7.9 1.0 

Americas 4.5 6.1 1.6 

US 4.2 5.9 1.6 

Canada 0.3 0.3 0.0 

EMEA 2.3 1.7 -0.6 

Europe (ex UK) 1.9 1.5 -0.4 

UK 0.4 0.2 -0.2 

Asia 0.0 0.0 0.0 

Developed High Yield 2.0 2.0 0.0 

Americas 1.6 1.6 0.0 

EMEA 0.4 0.4 0.0 

Emerging Market Debt 2.3 3.4 1.1 

Americas 0.7 1.1 0.4 

EMEA 1.2 1.2 0.0 

Asia 0.4 1.0 0.6 

Hybrid Investments 0.0 0.0 0.0 

Hedge Funds 0.0 0.0 0.0 

Real Assets 0.0 2.5 2.5 

Commodities 0.0 2.5 2.5 

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Equities 61.5 61.5 0.0 

Developed Equities 53.9 53.9 0.0 

Developed Large Cap Equities 46.5 46.5 0.0 

Americas 31.3 31.3 0.0 

US All 29.6 29.6 0.0 

Canada 1.7 1.7 0.0 

EMEA 9.2 9.2 0.0 

UK 2.5 2.5 0.0 

Germany 1.2 1.2 0.0 

France 1.6 1.6 0.0 

Switzerland 1.5 1.5 0.0 

Benelux 0.7 0.7 0.0 

Scandi 0.8 0.8 0.0 

Spain 0.4 0.4 0.0 

Italy 0.3 0.3 0.0 

Others 0.1 0.1 0.0 

Asia 6.0 6.0 0.0 

Australasia 1.1 1.1 0.0 

Far East ex Japan 0.8 0.8 0.0 

Japan 4.1 4.1 0.0 

Developed Small/ 
Mid Cap Equities 

7.4 7.4 0.0 

Americas 4.2 4.2 0.0 

EMEA 2.0 2.0 0.0 

Europe (ex UK) 1.6 1.6 0.0 

UK 0.5 0.5 0.0 

Asia 1.2 1.2 0.0 

Asia (ex Japan) 0.3 0.3 0.0 

Japan 0.9 0.9 0.0 

Emerging All Cap Equities 7.6 7.6 0.0 

Americas 0.8 0.8 0.0 

Brazil 0.5 0.5 0.0 

Mexico 0.2 0.2 0.0 

Other 0.1 0.1 0.0 

EMEA 0.7 0.7 0.0 

Turkey 0.0 0.0 0.0 

Russia and Eastern Europe 0.4 0.4 0.0 

South Africa 0.3 0.3 0.0 

Other 0.0 0.0 0.0 

Asia 6.1 6.1 0.0 

China 3.4 3.4 0.0 

India 0.7 0.7 0.0 

South Korea 0.7 0.7 0.0 

Taiwan 0.7 0.7 0.0 

Other Emerging Asia 0.5 0.5 0.0 

Total 100.0 100.0 0.0 

 



 

Global Strategy: Quadrant  28 

 

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 
 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall, with global fixed income has an underweight of-

2.0% with cash underweight at -0.5% and gold overweight at +2.5%. 

Within equities, all positions are neutral. 

Within fixed income, developed government debt has the largest underweight at -4.1% driven 

by underweight in Europe and Japan while US government debt is at overweight position. 

Emerging market debt has the largest overweight at +1.1% followed by developed corporate 

investment grade fixed income at +1.0%. 

  

Cash (-0.5%)
1.5%

Developed national, 
supranational and 
regional (-4.1%)

21.3%

Developed corporate 
investment grade (1.0%)

7.9%

Developed high yield 
(0.0%)
2.0%

Emerging market debt 
(1.1%)
3.4%

Developed large cap 
equities (0.0%)

46.5%

Developed small/mid cap 
equities (0.0%)

7.4%

Emerging all cap equities 
(0.0%)
7.6%

Commodities (2.5%)
2.5%



 

Global Strategy: Quadrant  29 

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 18.4 16.2 -2.2 

Developed  
Investment Grade 

16.4 13.8 -2.6 

Developed National, 
Supranational and Regional 

12.9 10.0 -2.9 

Americas 7.1 9.5 2.4 

EMEA 3.9 0.3 -3.6 

UK 0.7 0.1 -0.6 

Core Europe 1.8 0.1 -1.6 

Peripheral Europe 1.3 0.1 -1.3 

Others 0.1 0.0 -0.1 

Asia 1.9 0.1 -1.7 

Asia (ex Japan) 0.1 0.1 0.0 

Japan 1.8 0.1 -1.7 

Supranational 0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

3.5 3.8 0.3 

Americas 2.3 3.0 0.7 

US 2.1 2.9 0.7 

Canada 0.1 0.1 0.0 

EMEA 1.2 0.8 -0.4 

Europe (ex UK) 1.0 0.7 -0.3 

UK 0.2 0.1 -0.1 

Asia 0.0 0.0 0.0 

Developed High Yield 0.0 0.1 0.1 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Emerging Market Debt 2.0 2.4 0.4 

Americas 0.6 0.8 0.2 

EMEA 1.1 0.8 -0.2 

Asia 0.3 0.7 0.4 

Hybrid Investments 0.0 0.0 0.0 

Hedge Funds 0.0 0.0 0.0 

Real Assets 0.0 2.7 2.7 

Commodities 0.0 2.7 2.7 

 

Classification 

Strategic 

(%) 

Tactical* 

(%) 

Active 

(%) 

Equities 79.6 79.6 0.0 

Developed Equities 69.4 69.4 0.0 

Developed Large Cap Equities 59.9 59.9 0.0 

Americas 40.3 40.3 0.0 

US All 38.2 38.2 0.0 

Canada 2.2 2.2 0.0 

EMEA 11.8 11.8 0.0 

UK 3.3 3.3 0.0 

Germany 1.6 1.6 0.0 

France 2.1 2.1 0.0 

Switzerland 1.9 1.9 0.0 

Benelux 0.8 0.8 0.0 

Scandi 1.1 1.1 0.0 

Spain 0.5 0.5 0.0 

Italy 0.4 0.4 0.0 

Others 0.2 0.2 0.0 

Asia 7.8 7.8 0.0 

Australasia 1.5 1.5 0.0 

Far East ex Japan 1.0 1.0 0.0 

Japan 5.3 5.3 0.0 

Developed Small/ 
Mid Cap Equities 

9.5 9.5 0.0 

Americas 5.4 5.4 0.0 

EMEA 2.6 2.6 0.0 

Europe (ex UK) 2.0 2.0 0.0 

UK 0.6 0.6 0.0 

Asia 1.5 1.5 0.0 

Asia (ex Japan) 0.4 0.4 0.0 

Japan 1.1 1.1 0.0 

Emerging All Cap Equities 10.2 10.2 0.0 

Americas 1.1 1.1 0.0 

Brazil 0.7 0.7 0.0 

Mexico 0.2 0.2 0.0 

Other 0.1 0.1 0.0 

EMEA 1.0 1.0 0.0 

Turkey 0.1 0.1 0.0 

Russia and Eastern Europe 0.5 0.5 0.0 

South Africa 0.4 0.4 0.0 

Other 0.0 0.0 0.0 

Asia 8.1 8.1 0.0 

China 4.6 4.6 0.0 

India 0.9 0.9 0.0 

South Korea 0.9 0.9 0.0 

Taiwan 1.0 1.0 0.0 

Other Emerging Asia 0.7 0.7 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 
 

 

 

 

 

 

 

 

 

Core Positions 

Global equities have a neutral position overall with global fixed income has an underweight of -

2.2% with cash underweight at -0.5% and gold overweight at +2.7%. 

Within equities, all positions are neutral. 

Within fixed income, developed government debt has the largest underweight at -2.9% driven 

by underweight in Europe and Japan while US government debt is at overweight position. 

Emerging market debt has the largest overweight at +0.4% followed by developed corporate 

investment grade debt at +0.3%. 

     

  

Cash (-0.5%)
1.5%

Developed national, 
supranational and 
regional (-2.9%)

10.0%

Developed corporate 
investment grade (0.3%)

3.8%

Developed high yield 
(0.1%)
0.1%

Emerging market debt 
(0.4%)
2.4%

Developed large cap 
equities (0.0%)

59.9%

Developed small/mid cap 
equities (0.0%)

9.5%

Emerging all cap equities 
(0.0%)
10.2%

Commodities (2.7%)
2.7%
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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 

Developed national, 
supranational and regional 

0.0 0.0 0.0 

Developed Corporate 
Investment Grade 

0.0 0.0 0.0 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Europe (ex UK) 0.0 0.0 0.0 

UK 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

Asia (ex Japan) 0.0 0.0 0.0 

Japan 0.0 0.0 0.0 

Developed high yield 0.0 0.0 0.0 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

Emerging market debt 0.0 0.0 0.0 

Americas 0.0 0.0 0.0 

EMEA 0.0 0.0 0.0 

Asia 0.0 0.0 0.0 

Equities 100.0 100.0 0.0 

Global Developed Equities 87.2 87.2 0.0 

Developed Large Cap 
Equities 

75.3 75.3 0.0 

Americas 50.7 50.7 0.0 

    US All 47.9 47.9 0.0 

Canada 2.7 2.7 0.0 

EMEA 14.8 14.8 0.0 

    UK 4.1 4.1 0.0 

Germany 2.0 2.0 0.0 

France 2.6 2.6 0.0 

Switzerland 2.4 2.4 0.0 

Benelux 1.1 1.1 0.0 

Scandi 1.3 1.3 0.0 

Spain 0.7 0.7 0.0 

Italy 0.5 0.5 0.0 

Others 0.2 0.2 0.0 

    

 

Classification 

Strategic  
(%) 

Tactical*  
(%) 

Active  
(%) 

Asia 9.8 9.8 0.0 

Australasia 1.9 1.9 0.0 

Far East ex Japan 1.3 1.3 0.0 

Japan 6.6 6.6 0.0 

Developed Small/Mid 
Cap Equities 

11.9 11.9 0.0 

Americas 6.7 6.7 0.0 

EMEA 3.3 3.3 0.0 

Europe (ex UK) 2.6 2.6 0.0 

UK 0.8 0.8 0.0 

Asia 1.9 1.9 0.0 

Asia (ex Japan) 0.5 0.5 0.0 

Japan 1.4 1.4 0.0 

Emerging all Cap Equities 12.8 12.8 0.0 

Americas 1.4 1.4 0.0 

Brazil 0.9 0.9 0.0 

Mexico 0.3 0.3 0.0 

Other 0.2 0.2 0.0 

EMEA 1.2 1.2 0.0 

  Turkey 0.1 0.1 0.0 

  Russia and Eastern Europe 0.7 0.7 0.0 

  South Africa 0.5 0.5 0.0 

  Other 0.0 0.0 0.0 

Asia 10.2 10.2 0.0 

China 5.7 5.7 0.0 

India 1.2 1.2 0.0 

South Korea 1.2 1.2 0.0 

Taiwan 1.2 1.2 0.0 

Other Emerging Asia 0.9 0.9 0.0 

Hybrid Investments 0.0 0.0 0.0 

Hedge Funds 0.0 0.0 0.0 

Real Assets 0.0 0.0 0.0 

Commodities 0.0 0.0 0.0 

Gold 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 
 

 

 

 

 

 

 

 

 

Core Positions 

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

 

 

  

Cash (0.0%)
0.0%

Developed national, 
supranational and 

regional (0.0%)
0.0%

Developed corporate 
investment grade (0.0%)

0.0%

Developed high yield 
(0.0%)
0.0%

Emerging market debt 
(0.0%)
0.0%

Developed large cap 
equities (0.0%)

75.3%

Developed small/mid cap 
equities (0.0%)

11.9%

Emerging all cap equities 
(0.0%)
12.8%

Commodities (0.0%)
0.0%
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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. 

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. 
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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. 
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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 
proprietary accounts or communicating the information contained herein to other customers of Citi). Citi, Citi's personnel (including those with whom 

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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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 
a mortgage bond's credit rating and lead to a higher probability of principal loss and increased price volatility. Investments in subordinated MBS 
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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 2019/902). 

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 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. Ultimately 
owned by Citigroup Inc., New York, USA. Citibank Europe plc, UK Branch is registered as a branch in the register of companies for England and 
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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. It is authorised by the Central Bank of Ireland and by the Prudential Regulation Authority. It is subject to supervision by the 
Central Bank of Ireland, and subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority. Details about 
the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct Authority are available 
from us on request.  

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. 

© 2020 Citigroup Inc. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and registered 
throughout the world. 
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