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Lesson no 1 - Don’t Trust your Broker
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5 Year Forecasts™ — still muddling through?

(Annual % change in real GDP, inflation and nominal GDP)

2007 2008 2009 2010 2011

US Real GDP 2.2 1.3 1.6 2.5 2.7
Inflation 2.9 4.0 2.1 2.0 2.0

Nominal GDP 5.1 53 3.7 4.5 4.7

Euro area Real GDP 2.6 1.4 1.2 2.0 2.0
Inflation 2.1 3.0 1.8 1.8 1.8

Nominal GDP 4.7 4.4 3.0 3.8 3.8

Japan Real GDP 1.7 1.7 1.4 1.6 2.0
Inflation 0.0 0.8 0.3 0.5 0.6
Nominal GDP 1.7 2.5 1.7 2.1 2.6

Global* Real GDP 3.8 2.9 2.8 3.2 3.5
Inflation 3.0 4.3 3.0 2.5 2.5

Nominal GDP 6.8 7.2 58 57 6.0

Sources: *Citi, April 2008. *On IMF PPP weightings the global real GDP numbers for 2007/8/9 are 4.8%, 3.8% and 3.7%



N

CItl
GDP Growth - what actually happened




Lesson no 2 — Diversify your portfolio & don’t
get paid in your company’s stock




Lesson no 2 — Diversify your portfolio & don’t
get paid in your company’s stock

Bank Share Prices in Dollars
% change since maximum

-10%
20% -
-30%
A0% - —Citigroup
-50% RBS

e | —Lloyd's Banking

70% - Group
80% |

-90% -

-100% -
1 201 401 601 301 1001 1201 1401 1601 1801

Trading days since maximum

Source: Calculated from Yahoo Finance data



N

Lesson no 3 — Market Failure (i) Don’t
let lawyers run a bank

The Celearaph I
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Citi chief payoff: $30m, office, car and driver
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Chuck Prince, plctured on the fmghd, In Tokyo




Lesson no 3 contd- The “miracle” of
leverage — Assymetric Info?

Typical Mezz CDO of ABS Typical CLO Structure

Typical RMBS Underlying CDO of ABS CLO Unlderlying
oans
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Source: Citi. Source: Citi.

The extra layer makes losses more severe and more sudden — even assuming that defaults rise
to the levels of 1998-2003 (the worst in 70 years), cumulative loss rates should not exceed 10%.
So in the case of the same example for CDO of ABS losses jump to 75%



Lesson no 3 (ii) — Regulation & Govt Cltl
failure
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Lesson no 4 — Rethink what Economics Is

‘the study of economics does not seem to
require any specialized gifts of an unusually
high order’.

An economist, therefore needs to be somewhat of
a jJack-of-all-trades —

‘part mathematician, historian, statesman,
philosopher understanding symbols but
speaking in words’.

J. M. Keynes "Alfred Marshall, 1842-1924" The Economic Journal, (Sept.,1924)
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Lesson no 5 — The End of History?

Kevin M Warsh: The end of History?

4 ™
=

Speech by Mr Kevin M Warsh, Member of the Board of Governors of the US Federal
Reserve System, to the New York Association for Business Economics, New York,

THF SOUAWK BFSERVE = soesurunes
_I'r Nﬂ‘h"EmbET QDD? WARSH: THE FED CANT DO MUCH MORE PRI
TO LOWER THE UN EHFLU'I"M'ENT RATE BB 45? EEI

Woridwide. & Fir B iness Worldwide. & First in Business Warl

The original speech, which contains various finks to the documents mentioned, can be found on the US Federal e
Reserve System’s website.

J

‘History doesn’t repeat itself, but it rhymes
Mark Twain

‘History keeps repeating itself. That’s one of
the things wrong with history.’

Clarence Darrow
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Lesson no 5 — History part | - The World Economy — back
to the ‘dark ages’ for Europe?

Shares of Individual Economies in the World, GDP Measured in PPP (%)
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Source: Citi estimates based on original data from Angus Maddison, 2001, The World Economy: A Millennial Perspective, Development
Research Center, OECD, Paris, and Angus Maddison, 2005, "The west and the rest in the world economy: 1500-2030", Australian
National University, Canberra.



Lesson no 5 part ii — Back to the 1930s

=
THE SOUAWYK RESFRVE

TO LOWER THE UNEMPLOYMENT RATE JRIPTS) au k!

Norldwide. & Firstin Business Worldwide. & First in Business “EA
18 b Buglness Waildwide, & First ia Buslaess Worldenide, & Fi .I,
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Lesson no S part ii — Back to the 1930s

% change from peak real output
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www.economicshelp.org | Source: NIESR
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Lesson no 5 part iii — Back to the late 19t C?

(Degree of Relative Capital Mobility)
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The 3", Industrial Revolution: benign
deflation — lessons from the 19, C

(inflation and growth during deflationary periods)

late 19th century

(average annual inflation, %)
A

1923/39

-10 -8 -6 -4 -2 0 2 4 6
(average annual GDP growth, %)

Source: Bank for International Settlements (1999).
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Lesson no 6 — Policy doesn’t always work

(Yield on USD 3m Libor & 3m T-Bills, Jan 2007 - 8 May 2008)

3 Month Libor
55 -
Fed Funds
4.5 Target Rate
3.5
25 - /d_[\
—\_
1.5 - 3 Month T-Bill
0.5 I I I I I I I I I I I I I I I

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Source: Federal Reserve Board K:A\Stuart\US Economic Data\interest rates\3mtbill v libor



Lesson no 6 ii — One size doesn’t fit all
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Source: Eurostat
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Lesson no 7 — Productivity is Critical

The
Economist World politics  Business & finance Economics  Science & te

The productivity puzzle I Transatla“tic drift n
Under the bonnet Output per hour, 2008=100

Eritain’s stall in productivity is more serious than that of any rich-world pee
look reveals different industries travelling at very different speeds 110

May 30th 2015 | From the print edition w | i Eekeepae

United States

100

90

2000 02 04 06 08 10 12 14

by 2.5%, more than any other economy in the G7 group of rich countries. Er SDUTCES' ONS' BLS
- F

FROM the outzide, Britain's economy looks as if it is ficking over nicely. Las

hasz never besn higher. And yet a nagging problem bothers its policymakers
economist what he sees as the biggest risk to the country’s growth prospect L
reply is the same; “productivity”. GOP per hour worked is lower now than in Economist.com
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Competitiveness — the other reason for the Euro Crisis

(Whole Economy ULCs, 2001 =100)

120
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Source: European Commission

K:|Stuart|Euro structural/credit growth etc west v east Europe.xls



Lesson no 8 — The importance of
behavioral economics
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Lesson no 9 —Economic History & Shifting Balance of
Power in World Economy

Shares of Individual Economies in the World, GDP Measured in PPP (%)
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Source: Citi estimates based on original data from Angus Maddison, 2001, The World Economy: A Millennial Perspective, Development
Research Center, OECD, Paris, and Angus Maddison, 2005, "The west and the rest in the world economy: 1500-2030", Australian
National University, Canberra.



Lesson no 9 —Economic History & Shifting Balance of
Power in World Economy

Contributions to Global Growth
percentage points

O - World
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Source: lIF, f = |IF forecast
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Lesson no 9 — Shifting Balance of Powers: le\

AFRICA — SLEEPING GIANT?
S

The True Size of Africa Jop 100 Countrias
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Even with Asian and Europesn oodlege students, geograplbenl estimates
were often off by factors of 24 This is parthe due te the highly distorted
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Lesson no 9 — Shifting Balance of Power: ASIA — Centre
of Population Gravity

There are more people living inside
ld‘ ‘thiscircle than outside of tl:

Show annotations
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Lesson no 9 —Shifting Balance of Power in World
Economy: CHINA

By 2030

1

cities in China will have more than 1m people

Europe has 35 cities that big

Source: The Guardian
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Lesson no 10 — Learning economics is about getting ClI

out to observe the real world
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is about getting out CITlI
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Lesson no 10 — Learning economics is about getting out
to observe the real world
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Deyond the Bike

201112 " Livingstone to London
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Home Beyond the Bike 2011/12 Partners Blog Current Adventures External Links The Economic Cycle
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In Tandem with Africa S AS, A2 & IB Economics TE 8 ¥ @ 3 &)

A teacher's journey from the Heart of Africa to Londc Notes Quizzes Popular Tags :EtEQM'E Email Twitter
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— Beyond the Bike - The Importance of Remittances
Sunday, January 15, 2012
by Ceoff Riley
The Importance of Remittance Pa) rrint @ Emailm Tweet This! (] Save to Favorites

Posted by Stuart Elock on Friday, 13 Jan
=

Fontsize: @ @  Hits: 27465 g Print  [Ld Bookn

Joseph is 29 years old and makes a living selling vehicle parts in the dusty trucker
town of Igawu in Southern Tanzania. When he approached me during my breakfast
and ﬂashed 2 fresh $100 bills, | was naturally interested to know where they came
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Bush Banking... 24hrs a day.



The Economic Cycle - The Next Revolution
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The New Silk Road .

- MEUROPE

Pacific Ocean
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In a New Economic Cycle  “'
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To Chinese Factory citl
Glle Gelegml]h port  football opinion culture economy lifestyle fashion environmen
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HOME =» NEWS » WDORLD NEWS

Investigation finds widespread abuses at Apple ( Apple under hre aga‘ln fOI Worklng
factories conditions at Chinese factories

A rights group said it had found "deplorable” conditions at Apple suppli
following a probe of several firms that make the US technology giant's h
products.

BBC investigation finds excessive hours and other problems persist despite
O O« © O O O A 10 OHELD P P
promises to clean up act after Foxconn suicides
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Beyond the Bike — The Next Revolution
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The Economic Cycle - The Next Revolution - Options for

Schools

Peyond the Bike

2015/16 ° Canary Wharf to China
The Nesck Revolition

Follow the blogs and help Ruth/Tutor 2U generate
extra resources on the back of the project

Economics Skype lessons from Africa / Asia

3. Opportunities for EPQ students to use us to help with
some of their research/content

4. Students/Teachers to cycle on day 1 (Sept 5%) or in
Cambodia

N
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Disclosure Appendix
ANALYST CERTIFICATION

We, Richard Reid & Stuart Block, hereby certify that all of the views expressed in this report accurately reflect my personal views about any and all of the subject securities, issuers,
currencies, commodities, futures, options, economies or strategies. | also certify that no part of my compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) expressed in this report.

Other Disclosures
ADDITIONAL INFORMATION AVAILABLE UPON REQUEST

Citibank, N.A., London Branch and Citigroup Global Markets Inc, including its parent, subsidiaries and/or affiliates (“the Firm”), may make a market in the securities discussed in this
report and may sell to or buy from customers, as principal, securities recommended in this report. The Firm may have a position in securities or options of any issuer recommended
in this report. An employee of the Firm may be a director of an issuer recommended in this report. The Firm may perform or solicit investment banking or other services from any
issuer recommended in this report.

Within the past three years, the Firm may have acted as manager or co-manager of a public offering of the securities of any issuer recommended in this report. Securities
recommended, offered, or sold by the Firm : (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any insured depository
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reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and their prices more volatile than
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dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult
their tax advisor for exact dividend computations.

Although information has been obtained from and is based upon sources the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed.
All opinions and estimates constitute the Firm 's judgment as of the date of the report and are subject to change without notice. This report is for informational purposes only and is
not intended as an offer or solicitation for the purchase or sale of a security. This research report does not constitute an offer of securities. Any decision to purchase securities
mentioned in this research must take into account existing public information on such security or any registered prospectus

Investing in non-US securities by US persons may entail certain risks. Investors who have received this report from the Firm may be prohibited in certain US States from purchasing securities mentioned in this report from the Firm; please ask your Financial Consultant for

additional details.
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Financial Services Authority, who should not rely on this material. Moreover, any investment or service to which the material may relate will not be made available to such private
customers. This material may relate to investments or services of a person outside of the United Kingdom or to other matters which are not regulated by the Financial Services
Authority and further details as to where this may be the case are available upon request in respect of this material. If this publication is being made available in certain provinces of
Canada by Citigroup Global Markets (Canada) Inc. ("The Firm Canada"), the Firm Canada has approved this publication. If this report was prepared by the Firm (excluding Nikko
Citigroup Limited) and distributed in Japan by Nikko Citigroup Limited, it is being so distributed under license. This report is made available in Australia, to non-retail clients through
Citigroup Global Markets Australia Pty Limited (ABN 64 003 114 832), and to retail clients through Smith Barney Citigroup Australia Pty Ltd (ABN 10 009 145 555), Licensed
Securities Dealers. In New Zealand it is made available through Citigroup Global Markets New Zealand Limited, a member firm of the New Zealand Stock Exchange. This report
does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors should obtain advice based on their own individual
circumstances before making an investment decision. Citigroup Global Markets (Pty) Limited is incorporated in the Republic of South Africa (company registration number
2000/025866/07) and its registered office is at Citibank Plaza, 145 West Street, Sandown, Sandton, 2196, Republic of South Africa. The investments and services contained herein
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Square, Hong Kong.
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