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Overview

* Investment in non-U.S. equities by U.S. investors has

increased dramatically over the past several years.

* The practice of investing in non-U.S. equities is generally
perceived to produce high returns, but at the cost of
high risk.

* In determining whether this notion is accurate, we compared
the risk-adjusted returns of the S&P 500 and Citi Liquid
Depositary Receipt Indices (CLDRs) from 2003 to 2009, with
the former serving as a proxy for U.S. domestic equities and

the latter serving as a proxy for non-U.S. equities.

« Our analysis indicated that since 2003, CLDRs have
significantly outperformed the S&P 500 on a risk-

adjusted basis.



Purpose of Study

 International investment has garnered much attention in the recent decade:

- As per the Federal Reserve, U.S. investment in non-U.S. equities increased from $1.4T in 2002 to $2.4T
in Q1 2009, after reaching an all-time high of $5.2T in 2007, prior to the subprime crisis

- Since 2005, the Global Emerging Market Equity Funds (GEMS) saw a net inflow of $24.7B; in
particular, high-growth BRIC economies have been attracting significant interest’

— According to the Economic Intelligence Unit, Foreign Direct Investment (FDI) into BRIC economies is currently over
$150B (up 24.7% from its 2005 level of $115B) and expected to grow at a CAGR of 11.17% over the next five years

— GDP for BRIC nations is expected to grow at a CAGR of up to 6% over the next five years

+ International investment is generally perceived to produce high returns but at the cost of high risk; the purpose
of this study is to understand how international investments have performed after adjusting for risk

+ In particular, we are trying to understand how depositary receipt indices compare with the S&P 500 on a risk-adjusted basis

Methodology

International and Domestic Investment Indices

» We use Citi Liquid Depositary Receipt Indices (CLDRs) as
proxies for international investments, as we believe they

offer an excellent way to gauge the performance of interna- SPX S&P 500
tional equities markets. CLDRs are unique in that they: CLDRWXUS World ex-U.S. Liquid DR Index
— Are free-float market-cap weighted CLDRAPAC AsiaPac ex-Japan Liquid DR Index
. CLDREAS AsiaPac Growth Economies Liquid DR Index
— Include only those DR programs that are actively traded
CLDREPAC EuroPac Liquid DR Index
— Allow for direct comparison to domestic stock indices —
CLDRLAT LatAm Liquid DR Index
because prices are listed in American dollars
CLDREMEA CEEMEA Liquid DR Index
+ We use the S&P 500 as a proxy for domestic invest-
ments as it is a leading and widely accepted indica-
tor of U.S. equities and is meant to reflect the risk and
return characteristics of the large-cap universe
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+ To gauge the performance of these indices, Index Prices
we use daily price returns from 2003 to 2009
+ Holding-period returns (HPR) can be misleading as they do not
capture the underlying risk; we therefore use a returns-to-risk ratio . Annualized Daily
Annualized Standard
to analyze the performance of CLDRs versus that of the S&P 500 Daily Returns S

Annualized average daily returns

Returns-to-Risk = - - A
Ratio Annualized daily standard deviations

+ This ratio measures returns per unit of risk, providing a Returns-to-

comprehensive understanding of risk-adjusted returns Risk Ratio

'Source: Citi Investment Research



Results

International equities have historically earned more return per unit of risk than domestic equities
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+ All regions outperformed the S&P 500 on a returns basis every year except 30 = sPX CLDREAS
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2008, with LatAm and CEEMEA being consistently better performers 25 Com e

« All regions also exhibited consistently higher volatility, with LatAm and
CEEMEA having the highest standard deviations which peaked in 2008

- LatAm and CEEMEA had significantly higher ratios in all years except
2006 and 2008; all DR indices except EuroPac (EPAC) followed
similar trends

+ On arisk-adjusted basis, EuroPac (EPAC) consistently, but narrowly, )
beat the S&P 500 except for in 2008; EPAC closely followed the trends GELEDEEm e
of the S&P 500

Conclusions

» Developed regions closely followed trends of the S&P 500 with slightly higher risk-adjusted performance; emerging regions
significantly outperformed the S&P 500 on a risk-adjusted basis

- As BRIC nations are positioned to grow at a predicted CAGR of up to 6% over the next five years, these regions offer opportunities
for investors to experience portfolio value appreciation, making the depositary receipt a valuable investment vehicle

» This study reinforces the value proposition for investing in international equities (via depositary receipts), as they earn higher
risk-adjusted returns than domestic equities

Contact: adr@citi.com



About Citi

Citi, the leading global financial services company, has approximately 200 million customer accounts and
does business in more than 140 countries. Through its two operating units, Citicorp and Citi Holdings, Citi
provides consumers, corporations, governments and institutions with a broad range of financial products
and services, including consumer banking and credit, corporate and investment banking, securities
brokerage, and wealth management. Additional information may be found at citi.com.

About Citi's Depositary Receipt Services

Depositary Receipt Services is a leader in bringing quality issuers to the U.S. and other markets and
promoting Depositary Receipts (DRs) as an effective capital markets tool. Citibank began offering ADRs
in 1928 and today is widely recognized for providing non-U.S. companies with a gateway to the resources
of Citi and the means to diversify shareholder bases and increase liquidity. For further information, visit
www.citi.com/dr.
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Past performance is not indicative of future results.

© 2009 Citibank, N.A. All rights reserved. Citi and Arc Design and Citibank are trademarks of Citigroup
Inc. or its affiliates, used and registered throughout the world. The above information is being provided
solely for information purposes by Citi. At the time of publication, this information was believed to be
accurate, but Citi makes no representation or warranty as to correctness of the information set forth
above. The above information does not constitute a recommendation, solicitation or offer by Citi for the
purchase or sale of any securities, nor shall this material be construed in any way as investment or legal
advice or a recommendation, reference or endorsement by Citi.

Certain GDR facilities have not been registered under the Securities Act of 1933 (“the Securities Act”).
Neither these GDRs nor the underlying securities may be resold unless registered under the Securities
Act or pursuant to an exemption from registration thereunder. These GDRs may only be issued or sold
to certain investors upon the provision of appropriate certifications and representations. Do not pass on
any information with respect to the GDRs to prospective investors unless you have established that they
are eligible holders of such GDRs. Nothing contained herein shall be deemed to be an offer to sell, or a
solicitation of an offer to buy, any such ADRs, GDRs or underlying securities.
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