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Global Equities† (in USD)  +9.82%

Regions- in USD US                    +5.32% Latam      +46.25%

Europe*            +15.24% Japan      -0.32%

Pac Ex-Japan +31.74% EMU*      +19.88% 

Country- in USD Best Worst

The Year in Review
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Country- in USD 

China           +72.43% Ireland      -17.65%

Brazil            +71.76% Belgium -1.27%

Turkey          + 64.49% Japan -0.32%

India             +57.37% Sweden +3.56%

Finland         +53.19% US       +5.32%    

Source:  Morgan Stanley Capital International, Inc.  Equity Indices, Standard Index Performance (Price). Investors cannot directly purchase an index.

† Global equities are represented by the Morgan Stanley Capital International, Inc.  All Countries World Index, Standard Index Performance (Net).

* The EMU regional index measures equity market performance for 11 developed countries within the EMU (European Economic and Monetary Union): 
Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, The Netherlands, Portugal and Spain.  The Europe regional index measures developed 
market equity performance in Europe, and includes Denmark, Norway, Sweden, Switzerland and the United Kingdom, in addition to the countries in the EMU 
index.

As of November 29th, 2007

Best Worst



Subprime and Mortgage-Backed Securities:
〉 Low interest rates caused growth in US housing market 

and surge in mortgages in recent years
〉 Mortgage-backed debt exceeded that of investment-

grade bonds in 06 and 07
〉 Outstanding CDOs reached almost $1 trillion

Liquidity Crisis:
Rapid changes in price of subprime mortgages prompted 

The Year in Review
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〉 Rapid changes in price of subprime mortgages prompted 
investors to reassess risk this summer

〉 Nervousness spread to broad fixed income market, 
reducing available credit

〉 Fed injects liquidity to stabilize disruptive concerns

(Sources: Citi Equity Strategy; ISC Report, Oct 2007; Global Economic Outlook & Strategy, Oct 2007)
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The Year in Review

Average Normalized Credit Spreads 

(Standard Deviations), 1991-07

CMBS Spread to Treasuries, Jan 03–Nov 07
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Credit Spreads:
〉 Broad re-pricing of credit risk widened spreads
〉 Uncertainty of losses related to structured credit products made banks reluctant to 

lend to one another
〉 Heightened pressure on bank balance sheets

(Sources: ISC Report, Oct 2007; Global Economic Outlook & Strategy, Oct 2007; Fixed Income Strategy & Analysis, Nov 2007)

Note: Average of normalized spreads for investment grade and high yield corporate bonds, 
convention asset-backed and mortgage securities, and interest rate swaps. Source: Citi.

Source: Citi



Housing Sector and Consumption:
〉 Number of unsold homes increasing
〉 With accelerated price declines and 

ARM resets, housing prices expected to 
decrease GDP growth by 0.2 
percentage points next year

〉 Increased energy and credit costs will 

The Year in Review
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〉 Increased energy and credit costs will 
further threaten consumer spending
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(Sources: Citi Equity Strategy; ISC Report, Oct 2007)

Data Source: Census Bureau and National Association of Realtors as of 17 September 2007



〉 Housing to slow down further, possibly into 2009

〉 Sub-par US growth expected

〉 Further easing in monetary policy and interest rates expected in US

The Year Ahead
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〉 Strains on banking system to have dampening effect on growth in other developed 
markets (UK, Japan, Euro area)

〉 Developing and emerging economies to spearhead growth

(Sources: Citi Equity Strategy; ISC Research Bulletin, Nov 2007)



Three Themes for 2008

〉 The New ‘Normal’: Volatility and Valuation Convergence
〉 Globalization
〉 Private Equity 2008: A Better Way to Play Public Equity?
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〉 Private Equity 2008: A Better Way to Play Public Equity?



〉 # of days each quarter on which the S&P 500 
Index rose or fell by more than 1% brings the 
YTD volatility levels to 22.4%, close to the LT 
average

The New ‘Normal’: Volatility and Valuation Convergence

Volatility Within Normal levels
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12-

average
〉 Volatility may be a way to wash away the 
unnecessary market bullishness

(Sources: The Vanguard Group; The View, Nov 2007; The Leuthold Group)

Source: S&P, Vanguard Note: Investors cannot directly purchase an index.



The New ‘Normal’: Volatility and Valuation Convergence

〉 Coordinated global economic policies
〉 Increase in global capital flows 

Regional Price/Earnings Chart
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〉 Organic growth in emerging markets

(Sources: ISC Report, October 2007; Citi Investment Research; Datastream)

Japan     US     Asia     Emerging     Europe



S&P 500- Sector Breakdown
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Consumer Stap
8.61%

Energy
17.36%

Financials
8.92%

Health Care
7.31%

Industrials
11.23%Energy

11.68%

Health Care
11.64%

Industrials
11.51%

Financials
19.82% Source: Standard &  Poor’s Source: Bloomberg

Note: Investors cannot directly purchase an index

〉 To take advantage of growing global consumer economies outside of U.S., investors should consider holding 
sector allocation similar to MSCI World

(Sources: The View, November 2007; Standard & Poor’s; Bloomberg)



Capitalizing on Globalization

Economic Forecast Overview (GDP) 

By Geography

Going Abroad for Growth 
MSCI Emerging Markets

MSCI EAFE

MSCI USA
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Emerging Markets 7.1 7.1 6.9
Asia 8.5 8.6 8.7
Latin America 5.2 5.0 4.4
Emerging Europe 6.5 6.5 5.8
Africa/Middle East 5.3 5.6 6.0

For Illustration Purposes Only
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〉 Developing-market stocks are outperforming global equities by 29% YTD
〉 Inflation-adjusted global growth is likely to be around 5% over the next several years, led by rapid expansion in 

developing economies. US GDP growth expected to be 2.0- 2.4%

(Sources: ISC Report, Oct 2007; Alliance Global Investors;  International Monetary Fund. PIMCO’s ‘07 Secular Outlook states that
this 5% growth rate is likely to be led by rapid expansion in developing countries such as China and India. Securities of emerging 
markets have tended to be highly volatile and can be speculative. Investors cannot directly purchase an index. Past performance is 
no guarantee of future results)

Source: Citigroup Global Markets as of 9/20/07
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Top 10 Cap-Weighted Names in Each Sector from MSCI World Index*
Energy
Company MSCI World Weight (%)
EXXON MOBIL CORP 1.55
BP 1
TOTAL 0.6
CHEVRON CORP NEW 0.57
ROYAL DUTCH SHELL (RDS.A) 0.55
ROYAL DUTCH SHELL (RDS.B) 0.4
SCHLUMBERGER LTD 0.32
ENI 0.32
BG GROUP 0.2
ENCANA CORP 0.19

Materials
Company MSCI World Weight (%)

BHP BILLITON LTD 0.31
ANGLO AMERICAN 0.24

RIO TINTO 0.23
BHP BILLITON PLC 0.2

BASF AG 0.17
DOW CHEM CO 0.16

DU PONT E I DE NEMOURS 0.16
BAYER AG 0.13
ALCOA INC 0.12
ARCELOR 0.11

Financials
Company MSCI World Weight (%)
CITIGROUP INC 1
BANK OF AMERICA CORPOR 0.93
HSBC HLDGS 0.83
J P MORGAN CHASE & CO 0.61
AMERICAN INTL GROUP IN 0.54
MITSUBISHI UFJ FIN 0.5
UBS AG 0.47
WELLS FARGO & CO NEW 0.45
ROYAL BK SCOT GRP 0.43
WACHOVIA CORP 2ND NEW 0.37

Telecommunications
Company MSCI World Weight (%)
VODAFONE GROUP 0.53
AT&T INC 0.45
VERIZON COMMUNICATIONS 0.41
TELEFONICA SA 0.31
BELLSOUTH CORP 0.27
SPRINT NEXTEL CORP 0.24
DEUTSCHE TELEKOM 0.18
FRANCE TELECOM 0.15
BT GROUP 0.15
TELECOM ITALIA SPA 0.12

Consumer Staple
Company MSCI World Weight (%)

PROCTER & GAMBLE CO 0.76
ALTRIA GROUP INC 0.64

NESTLE SA 0.53

Utilities
Company MSCI World Weight (%)
E.ON AG 0.3
SUEZ 0.18
EXELON CORP 0.16

Headquarters
Australia
Canada

Capitalizing on Globalization
By Company

For Illustration Purposes Only
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(*Source: MSCI data; Vestek As of June 30, 2006. Investors cannot directly purchase an index)

Healthcare
Company MSCI World Weight (%)
JOHNSON & JOHNSON 0.74
PFIZER INC 0.72
GLAXOSMITHKLINE 0.68
NOVARTIS AG 0.52
ROCHE HLDGS AG 0.48
SANOFI-AVENTIS 0.41
ASTRAZENECA 0.39
MERCK & CO INC 0.33
AMGEN INC 0.32
ABBOTT LABS 0.28

Industrials
Company MSCI World Weight (%)

GENERAL ELECTRIC CO 1.43
SIEMENS AG 0.31

BOEING CO 0.26
UNITED TECHNOLOGIES CO 0.25

3M CO 0.24
TYCO INTL LTD NEW 0.23

UNITED PARCEL SERVICE 0.22
CATERPILLAR INC DEL 0.21

EMERSON ELEC CO 0.14
FEDEX CORP 0.14

Information Technology
Company MSCI World Weight (%)
MICROSOFT CORP 0.9
CISCO SYS INC 0.5
INTERNATIONAL BUSINESS 0.5
INTEL CORP 0.46
GOOGLE INC 0.37
HEWLETT PACKARD CO 0.37
NOKIA OYJ 0.36
QUALCOMM INC 0.28
ORACLE CORP 0.25
CANON INC 0.22

Consumer Discretionary
Company MSCI World Weight (%)

COMCAST CORP NEW 0.63
TIME WARNER INC 0.32
HOME DEPOT INC 0.31
DISNEY WALT CO 0.26

HONDA MOTOR CO 0.21
DAIMLERCHRYSLER AG 0.19

SONY CORP 0.18
COMCAST CORP NEW 0.18

MCDONALDS CORP 0.18
VIVENDI SA 0.17

NESTLE SA 0.53
WAL MART STORES INC 0.5

PEPSICO INC 0.41
COCA COLA CO 0.38

DIAGEO 0.2
TESCO 0.2

WALGREEN CO 0.19
UNILEVER NV 0.16

EXELON CORP 0.16
RWE AG (NEU) 0.15
ENEL 0.15
DUKE ENERGY CORP NEW 0.15
ENDESA SA 0.14
TOKYO ELEC POWER 0.13
IBERDROLA SA 0.12
NATIONAL GRID 0.12

Canada
Continental Europe
Japan
United Kingdom
USA

Increasingly more global leaders are located outside of the U.S.



Is the World Decoupling from the US?

〉 Evidence of global decoupling shows 
that it is episodic (1990-1992, 1998-2001)

Capitalizing on Globalization

Global Decoupling in 2007
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〉 Belief that US weakness will not be 
transmitted in 2008 is not conclusive

(Source: Alliance Bernstein)

Source: Bloomberg, Haver Analytics and Alliance Bernstein. Data through March 
31, 2007



Citi’s Position: Argument for Decoupling Exaggerated
Globalization

Evolution of Global Trade Shares (%)
1972-2006

Exports to the U.S. as a Share of GDP 

by Emerging Markets (1995 and 2006)
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(Source: Citi Economic & Market Analysis, Nov 2007)

Source: IMF Directions of TradeSource: IMF Directions of Trade



〉 Rise in financial flows have bolstered 
linkages across emerging markets

〉 Subprime crisis a global issue, not a US 

Globalization

Estimates of the Correlation Between Non-
U.S. and U.S Stock Markets

1998 and 2007

Citi’s Position: Argument for Decoupling Exaggerated
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〉 Subprime crisis a global issue, not a US 
issue as securitized mortgage products 
were disseminated across developing 
countries. Increase global financial 
linkages

(Source: Citi Economic & Market Analysis, Nov 2007; Citi Global Wealth Management)

Note: Shown are ordinary correlations between each EM national stock 
market and the S&P 500. Data sorted in descending order by the 
change in absolute value of correlations from 1998 to 2007. Sources: 
Haver and Citi, Nov 21, 2007



Private Equity 2008: A Better Way to Play Public Equity?

United States- Ratio of ST Debt and Interest Expense 
Relative to EBITDA, 75th Percentile in a Sample of 

U.S. Non-Financial Companies (1990-2007)

Global- Ratio of ST Debt and Interest Expense 
Relative to EBITDA, 75th Percentile in a Sample of 

Non-Financial Global Companies (1990-2007)
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1) Corporate balance sheets are in solid shape.
〉 Debt-to-equity ratios and other indicators of financial stress at lowest levels in decades

12-

(Source: Citi Economic & Market Analysis, Nov 2007)

Source: CitiSource: Citi



2) Institutional Investors are Flushed with 
Cash
〉 Institutional investors expanding their 

LT allocations to private equity
〉 Pension fund money will allocate an 

additional $1.2 trillion to alternative 

Private Equity 2008: A Better Way to Play Public Equity?

MSCI All Country World Price/Earnings 

(Based on 12-month Trailing Earnings)
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additional $1.2 trillion to alternative 
asset classes over the next 3 years. 
Roughly $400b to private equity

3) Attractive Equity-Market Valuations
〉 Global equity market valuation is below 

its LT average 12-

(Sources: ISC Report, Oct 2007; Citi Investment Research)

Sources: MSCI, SB Consulting Group. 

Investors cannot directly purchase an index. 



1) Increased Presence of Strategic Buyers
〉 Reduced competition from private equity 

alliances willing to pay outrageous premiums
〉 Industry peers have a lot of cash on their 

books

2) Smaller Size Deals
〉 Mega size deals are threatened but plenty of 

opportunity within the small-cap range. The 

Private Equity 2008: Trends for the Year Ahead

Public Market Company Classifications

Classification

Equity Capitalization 
(Smallest-Median-

Largest)1

Estimated # of 
U.S./European 
Companies2

Small-Cap $74M-$664M-$3.5B 7,000+

19

opportunity within the small-cap range. The 
average size LBO deal today is a small-cap

3) Different Exit Strategies
〉 Reduced lending from banks have put most 

mega LBOs on hold
〉 Portfolio companies will be held for longer 

period of time in 2008 
〉 More companies may use M&A market to 

exit vs. IPO market 

12-

(Sources: WSJ; Citi Private Equity; Reuters)

Mid-Cap $3.6B-$4.4B-$20.3B 1,000+

Large-Cap $20.4B-$29.3B-$448.3B 300+

1) Source: Citi Private Equity and Russell Index. As of January 31, 2007.  
Equity capitalization range is based on the Russell 2000, Russell Midcap 
and Russell Top 200 Indices for small-cap, mid-cap and large-cap 
classifications, respectively. Investors cannot directly purchase an index.

2) Does not include private companies or subsidiaries of larger companies.  
Source: FactSet Universal Screen. As of January 31, 2007.



Implications

• Investment Opportunities

• Risks to the Base Case
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Investment Opportunities

〉 Active equity managers might perform 
better than passive managers given an 
ability to actively trade, and manage risk 
more effectively

The New ‘Normal’: Volatility and Valuation Convergence

VIX vs. Yield Curve- 24 Month Lead
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more effectively

〉 Hedge funds may profit from perceived 
asset pricing inefficiencies

〉Opportunities for large caps, financials 
and information technology names

(Sources: Citi Investment Research; ISC Report, Nov 2007. Investors cannot directly purchase an index)

Source: Haver Analytics and Citi US Equity Strategy



Globalization

Foreign Stocks Outpace Domestic Stocks

Investment Opportunities

22

(Source: Alliance Global Investors, Sep 2007; MSCI. Investors cannot directly purchase an index)

〉 Correlations and linkages are increasing across global economies
〉 If U.S. economy weakens in 2008, what are the implications for investors? Are foreign markets still attractive?
〉 YES-Foreign stock returns in Latin America, Asia, the Pacific Rim, Europe and other countries , have generally 

outpaced the returns of domestic stocks



Investment Opportunities
Private Equity 2008: The Better Way to Play Public Equity

Annualized Trailing 10-Year Returns (12/31/96-12/31/06)

23

(Sources: Citi Private Equity)

1) Source: Venture Economics, over the period 12/31/96-12/31/06.  
2) Source: Morningstar Principia data, over the period 12/31/96-12/31/06. 

〉 The importance of selecting top-tier managers heightened since these are the managers that will continue to 
deliver favorable results by navigating economic cycles, ensuring appropriate use of leverage, and seeking 
operational and strategic improvements in portfolio companies

〉 Increase exposure to distressed funds and foreign deal flow



Risks to the Base Case
An Overview of the Risks

Macroeconomic Geo-Political Housing Market

•Credit contagion spreads and 
continued dissipation of structured 
credit securitizations

•Global trade imbalances & increased 
capital flows to emerging markets 

•Emerging markets don’t accelerate 

•Potential for higher taxes on capital 
gains and, possibly, on dividends

•Potential for higher personal income 
taxes, at least for “high earners”

•Potential for increased inflationary 
pressures

•Increased borrower stress due to rising 
delinquencies, slower prepayments due 
to ARM resets in 2008 and Q1 2009

•Slowdown in consumer spending due 
to reduced consumer credit

24

•Emerging markets don’t accelerate 
domestic demand, reduce FX reserve 
accumulation, intervene to keep 
currency low

• Potential stagflation with slowing 
domestic demand, oil spikes and 
inflation increases

•Continued USD weakness driven by 
deteriorating cyclical backdrop and 
doubts about asset quality.

pressures

•Potential for increased level of 
Protectionism

(Sources: Citi Economic & Market Analysis, Nov 2007 ISC Report, Nov 2007; Citi Investment Research; The View, Nov 2007; Citi Global Wealth Management)



Glossary

Alpha: A coefficient which measures risk-adjusted performance, factoring in the risk due to the specific security, rather than the overall market. 

Beta: A statistical measure of the relative volatility of a stock, fund, or other security in comparison with the market as a whole. 

The CSFB/Tremont Hedge Fund Index: It is an asset-weighted hedge fund index and includes only funds, as opposed to separate accounts.  The Index uses the Credit Suisse/Tremont 
database, which track over 4500 funds, and consists only of funds with a minimum of US$50 million under management, a 12-month track record, and audited financial statements.  It is 
calculated and rebalanced on a monthly basis, and shown net of all performance fees and expenses. 

DOW JONES: Covers 30 major NYSE industrial companies. The Dow represents about 25% of the NYSE market capitalization and less than 2% of NYSE issues. (This is the Russell/Mellon
Calculation).

Gold Bullion Price- New York: Based upon US$/Ounce.

HFRI Equity Market Neutral: Equity Market Neutral investing seeks to profit by exploiting pricing inefficiencies between related equity securities, neutralizing exposure to market risk by 
combining long and short positions. One example of this strategy is to build portfolios made up of long positions in the strongest companies in several industries and taking corresponding short 
positions in those showing signs of weakness.

HFRI Fund of Funds Composite Index

25

HFRI Fund of Funds Composite Index: Fund of Funds invest with multiple managers through funds or managed accounts.  The strategy designs a diversified portfolio of managers with the 
objective of significantly lowering the risk (volatility) of investing with an individual manager.  The Fund of Funds manager has discretion in choosing which strategies to invest in for the portfolio.  
A manager may allocate funds to numerous managers within a single strategy, or with numerous managers in multiple strategies. The minimum investment in a Fund of Funds may be lower 
than an investment in an individual hedge fund or managed account.  The investor has the advantage of diversification among managers and styles with significantly less capital than investing 
with separate managers.

HFRI Long/Short Equity (Equity Hedge): Equity Hedge investing consists of a core holding of long equities hedged at all times with short sales of stocks and/or stock index options.  Some 
managers maintain a substantial portion of assets within a hedged structure and commonly employ leverage.  Where short sales are used, hedged assets may be comprised of an equal dollar 
value of long and short stock positions.  Other variations use short sales unrelated to long holdings and/or puts on the S&P 500 index and put spreads.  Conservative funds mitigate market risk 
by maintaining market exposure from zero to 100 percent.  Aggressive funds may magnify market risk by exceeding 100 percent exposure and, in some instances, maintain a short exposure.  In 
addition to equities, some funds may have limited assets invested in other types of securities.

HFRI Macro:Macro involves investing by making leveraged bets on anticipated price movements of stock markets, interest rates, foreign exchange and physical commodities.  Macro managers 
employ a "top-down" global approach, and may invest in any markets using any instruments to participate in expected market movements.  These movements may result from forecasted shifts in 
world economies, political fortunes or global supply and demand for resources, both physical and financial.  Exchange-traded and over-the-counter derivatives are often used to magnify these 
price movements.

HFRI US Event Driven: Event-Driven' is also known as 'corporate life cycle' investing.  This involves investing in opportunities created by significant transactional events, such as spin-offs, 
mergers and acquisitions, bankruptcy reorganizations, recapitalizations and share buybacks.  The portfolio of some 'Event-Driven' managers may shift in majority weighting between 'Risk 
Arbitrage' and 'Distressed Securities', while others may take a broader scope.  Instruments include long and short common and preferred stocks, as well as debt securities and options.  
Leverage may be used by some managers.  Fund managers may hedge against market risk by purchasing S&P put options or put option spreads.



Glossary

MSCI AC ASIA PACIFIC EX JAPAN:  The MSCI AC (All Country) Asia Pacific ex Japan Index is a free float-adjusted market capitalization index that is designed to measure equity market 
performance in the Asia Pacific region excluding Japan.  As of June 2006, the MSCI AC Asia Pacific ex Japan Index consisted of the following 13 developed and emerging market country 
indices: Australia, China, Hong Kong, India, Indonesia, Korea, Malaysia, New Zealand, Pakistan, Philippines, Singapore Free, Taiwan and Thailand.

MSCI AC WORLD INDEX: The MSCI ACWI (All Country World Index) Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the
global developed and emerging markets. As of December 2003 the MSCI ACWI consisted of the following 49 developed and emerging market country indices: Argentina, Australia, Austria,
Belgium, Brazil, Canada, Chile, China, Colombia, Czech Republic, Denmark, Egypt, Finland, France, Germany, Greece, Hong Kong, Hungary, India, Indonesia, Ireland, Israel, Italy, Japan,
Jordan, Korea, Malaysia, Mexico, Morocco, Netherlands, New Zealand, Norway, Pakistan, Peru, Philippines, Poland, Portugal, Russia, Singapore Free, South Africa, Spain, Sweden,
Switzerland, Taiwan, Thailand, Turkey, the United Kingdom, the United States and Venezuela.

MSCI Emerging Markets Index:  The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the global 
emerging markets.  As of June 2006, the MSCI Emerging Markets Index consisted of the following 25 emerging market country indices: Argentina, Brazil, Chile, China, Colombia, Czech 
Republic, Egypt, Hungary, India, Indonesia, Israel, Jordan, Korea, Malaysia, Mexico, Morocco, Pakistan, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey. 

MSCI EM LATIN AMERICA (GROSS): The MSCI EM (Emerging Markets) Latin America Index is a free float-adjusted market capitalization index that is designed to measure equity market 
performance in Latin America. As of December 2003 the MSCI EM Latin America Index consisted of the following 7 emerging market country indices: Argentina, Brazil, Chile, Colombia, Mexico, 
Peru and Venezuela.\nThis series approximates the maximum possible dividend reinvestment. The amount reinvested is the dividend distributed to individuals resident in the country of the 
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Peru and Venezuela.\nThis series approximates the maximum possible dividend reinvestment. The amount reinvested is the dividend distributed to individuals resident in the country of the 
company, but does not include tax credits.

MSCI EAFE (GDP) (USD): The MSCI GDP Index Series includes the MSCI GDP World, EAFE, Europe and EMU Indices.  In the MSCI GDP Index Series country weights are based on the size 
of the country's economy rather than the size of its equity market.  The MSCI GDP Index Series is rebalanced annually in May. The country weights are reset every year on the basis of the 
previous year's GDP figures.  An average of the previous year's daily exchange rates is applied to calculate the USD-equivalent GDP figures used as country weights for these indices.  
Afterwards, the country weights fluctuate with changes in performance and market capitalization in the MSCI Standard Country Indices until the next rebalancing.

MSCI EUROPE (NET): The MSCI Europe Index is a free float-adjusted market capitalization index that is designed to measure developed market equity performance in Europe. As of June
2006, the MSCI Europe Index consisted of the following 16 developed market country indices: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, the Netherlands,
Norway, Portugal, Spain, Sweden, Switzerland and the United Kingdom.

MSCI USA (USD): The MSCI USA Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the USA.

MSCI THE WORLD INDEX (USD): The MSCI World Index is a free float-adjusted market capitalization index that is designed to measure global developed market equity performance. As of 
December 2003 the MSCI World Index consisted of the following 23 developed market country indices: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Hong 
Kong, Ireland, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the United Kingdom and the United States.

NAR Median Sales Price: Total Existing Homes, United States ($):  National Association of Realtors; NAR releases statistics on state-by-state existing-home sales and metropolitan area 
median home prices each quarter.   The state existing-home sales report includes single-family houses, condos and co-ops.   The price report reflects sales prices of existing single-family homes 
by metropolitan statistical area. 



Glossary

NCREIF Property Index: The NCREIF (National Council of Real Estate Investment Fiduciaries) Property Index is a quarterly time series composite total rate of return measure of investment 
performance of a very large pool of individual commercial real estate properties acquired in the private market for investment purposes only.  All properties in the NPI have been acquired, at least in 
part, on behalf of tax-exempt institutional investors – the great majority being pension funds.  As such, all properties are held in a fiduciary environment.

RUSSELL 2000: The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represents approximately 11% of the total market
capitalization of the Russell 3000 Index.

Russell 1000 Growth Index:  The Russell 1000 Growth Index measures the performance of those Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values.

Russell 1000 Value Index: The Russell 1000 Value Index measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth values.

RUSSELL MID-CAP: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent approximately 35% of the total market 
capitalization of the Russell 1000 Index. As of the latest reconstitution, the average market capitalization was approximately $3.7 billion; the median market capitalization was 
approximately $2.9 billion. The largest company in the index had an approximate market capitalization of $10.3 billion. 

RUSSELL TOP 200: Russell Top 200 Index measures the performance of the 200 largest companies in the Russell 1000 Index, which represents approximately 65% of the total market
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RUSSELL TOP 200: Russell Top 200 Index measures the performance of the 200 largest companies in the Russell 1000 Index, which represents approximately 65% of the total market
capitalization of the Russell 1000 Index. As of the latest reconstitution, the average market capitalization was approximately $34.9 billion; the median market capitalization was
approximately $20.3 billion. The smallest company in the index had an approximate market capitalization of $10.4 billion.

S&P 400 MIDCAP: The S&P Midcap Index consists of 400 domestic stocks chosen for market size (median market capitalization of about $610 million), liquidity, and industry group representation.
It is a market weighted index (stock price * shares outstanding), with each stock affecting the index in proportion to its market value.

S&P 500 INDEX:  Covers 400 industrial, 40 utility, 20 transportation, and 40 financial companies of the US markets (mostly NYSE issues).  The index represents about 75% of NYSE market cap 
and 30% of NYSE issues.  It is a capitalization-weighted index calculated on a total return basis with dividends reinvested.

Standard Deviation: The standard deviation is a measure of how widely dispersed the values are in a distribution.   It equals the square root of the variance.   The greater the standard deviation, 
the greater the product’s or index’s volatility and risk. 

Whole Net Worth (WNW): Whole Net Worth is an asset allocation model developed using proprietary optimization tools for The Citigroup Private Bank by the analytical teams at Citigroup 
Alternative Investments and Citigroup Global Wealth Management.  The model provides allocation recommendations that incorporate virtually all asset classes available to high-net-worth private 
clients - including assets such as private equity and real estate. Note: The optimization tool may or may not achieve a desired goal; the tool does not guarantee any outcome.



The 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 Citi. 
Not all products and services are provided by all affiliates or are available at all locations.  In the U.S., brokerage services and securities products are provided by Citigroup Global Markets Inc. 
(“CGMI”), member SIPC and an affiliate of Citibank, N.A. Outside the U.S., brokerage services may be provided by other Citigroup affiliates. Investment management services (including portfolio 
management) are available through CGMI, Citibank, N.A. and other affiliated advisory businesses. Advisory services can be provided by CGMI. 

Opinions expressed in this document may include those of Citi Private Bank, Citigroup affiliates, or non-affiliated third parties. In addition, your investment team may highlight topics that are specific 
to your objectives. These opinions may differ from the opinions expressed by other businesses or affiliates of Citigroup; they are not intended to be a forecast of future events, a guarantee of future 
results or investment advice and are subject to change based on market and other conditions. In any event, past performance is no guarantee of future results, and future results may not meet our 
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 as to the maximum 
possible loss or gain. The official view of Citi Private Bank is available to you in “The View” magazine, published monthly and available upon request. 

Citigroup, its affiliates, and its employees are not in the business of providing tax or legal advice. These materials and any tax-related statements are not intended or written to be used, and cannot 
be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Tax-related statements, if any, may have been written in connection with the "promotion or marketing" of the 
transaction(s) or matter(s) addressed by these materials, to the extent allowed by applicable law. Any such taxpayer should seek advice based on the taxpayer's particular circumstances from an 
independent tax advisor.

As further described in the offering documents, an investment in alternative investments can be speculative and not suitable for all investors.  Investing in alternative investments is only intended 
for experienced and sophisticated investors who are willing to bear the high economic risks associated with such an investment. Investors should carefully review and consider potential risks 
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for experienced and sophisticated investors who are willing to bear the high economic risks associated with such an investment. Investors should carefully review and consider potential risks 
before investing.  Certain of these risks may include:

Loss of all or a substantial portion of the investment due to leveraging, short-selling, or other speculative practices
Lack of liquidity in that there may be be no secondary market for the fund and none is expected to develop
Volatility of returns
Restrictions on transferring interests in the fund
Potential lack of diversification and resulting higher risk due to concentration of trading authority when a single advisor is utilized
Absence of information regarding valuations and pricing
Complex tax structures and delays in tax reporting
Less regulation and higher fees than mutual funds
Advisor risk

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

The document may not be reproduced or circulated without our written authority.  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.  Any unauthorized use, duplication, or disclosure of this document is prohibited by 
law and may result in prosecution. 

Recommendations of general securities to US and LatAm clientele must be made via Citi Smith Barney Private Branch Financial Advisors


