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FX Market Characteristics

What makes it tick?

e 24-hour, seamless trading
e Extremely liquid (daily turnover ~$3.8 Trillion)

e Mainly traded OTC
— Algorithmic/Robotic Trading

e Perfect market — instant news assimilation
e | ow transaction costs

e Major centers — Sydney, Tokyo, Singapore, Hong Kong, Dubai, Frankfurt, London, and New York



FX Market Characteristics

Market Evolution

e Barter system gave way to exchanging goods for precious metals like Gold and Silver

e Before WW1, Central Banks measured their currencies on the Gold Standard
— But supply of money, without any gold backing led to inflation and political instability

e The US led the agreement to introduce Bretton Woods after WW2 in 1944
— The system favoured a new currency system based on the USD
— Regime of fixed exchange rates, with the dollar pegged to $35/0z of gold
— 1971 John Connolly: The dollar is our currency, but your problem

¢ Nixon formally ended Bretton woods in 1971 after a string of economic problems in the 1960s
e This was the initial boom in FX volumes, as currencies were freed of many capital restrictions

® The Maastricht Treaty in 1992 paved the way for the introduction of Euro
— Britain opted out after the Black Wednesday
— Replaced 16 currencies at midnight of 01-Jan-1999



FX Market Characteristics

Typical Deal Flow

Client

eTrade Flow
*Remittance
eCapital Flow

ME&A
*Speculative

Citibank

eSales
s Advisory
¢Deal Execution
sResearch/Strategy Support
eTrading
eWarehousing Risk
e ay-off Risk

Interbank Market

*QTC
sFutures
*Voice and Electronic Brokers
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Interpreting Data & News

Macro-economic Framework

e GDP

e CPI and Interest Rates

e Current and Capital Account Balances
e Corporate Hedge Ratios

e Health Indicators
— Industrial Production
— Retail Sales
— Personal Income & Employment, etc.



Interpreting Data & News

The Trilemma Dilemma

e Interplay of:
— Monetary Policy
— Fiscal Policy
— Exchange Rate

* Role of the Central Bank
— Market-maker of last resort
— Regularly collating & providing economic data



Interpreting Data & News

Information Providers — An Example
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Key Inputs To Decision Making

Attributing Risk Capital

e Factors to look at:
— Economic Fundamentals
— Technical Analysis
— Flow Information
— Momentum Trading



Key Inputs To Decision Making

Economic Fundamentals
e FXis a “relative value” trade
— Plain vanilla or basket trades
e External factors versus internal factors

e Strength of the policy makers
— China’s reserve accumulation versus Black Wednesday



Key Inputs To Decision Making

Technical Analysis

e Trendline Supports & Resistances
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Key Inputs To Decision Making

Technical Analysis

e Head & Shoulders
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Key Inputs To Decision Making

Technical Analysis
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Key Inputs To Decision Making

Flow Information

¢ Indian Elections — May 2009
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Key Inputs To Decision Making

Flow Information

e Canadian companies on a buying binge abroad
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Key Inputs To Decision Making

Momentum Trading

e Cross-Asset Correlation
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Key Inputs To Decision Making

Momentum Trading

e Thematic Trading

GRAB CurncyHMS
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Sources & Disclaimer

e All charts courtesy of Bloomberg and Thomson Reuters

o Disclaimer

e  This presentation has been prepared by individual sales and/or trading personnel of Citigroup Global Markets Limited and/or its subsidiaries or affiliates (collectively “Citi") and not by Citi's research
department. It is not investment research or a research recommendation for the purposes of FSA rules, as it does not constitute substantive research or analysis.

e The provision of information is not based on your individual circumstances and should not be relied upon as an assessment of suitability for you of a particular product or transaction. Even if we
possess information as to your objectives in relation to any transaction, series of transactions or trading strategy, this will not be deemed sulfficient for any assessment of suitability for you of any
transaction, series of transactions or trading strategy.

e This presentation is provided for information purposes and is intended for your use only. Save in those jurisdictions where it is impermissible to make such a statement, we hereby inform you that this
presentation should not be considered as a solicitation or offer to sell or purchase any securities. This presentation does not constitute investment advice and Citi makes no recommendation as to
the suitability of any of the products or transactions mentioned. Any trading or investment decisions you take are in reliance on your own analysis and judgment and/or that of your advisors and not in
reliance on us.

e This presentation is not intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Any estimates and opinions included herein constitute Citi’'s
judgment as of the date hereof and are subject to change without any notice.

e Any products or securities described herein may be subject to fluctuations of their mark-to-market price or value. Such fluctuations may, depending on the type of product or security and the financial
environment, be substantial. In addition the securities described herein may provide for payments linked to or derived from prices or yields of one or more securities or other instruments or foreign
currencies, and such provisions may result in negative fluctuations in the value of and the amounts payable with respect to such securities prior to or at redemption. You should consider the
implication of such fluctuation with your independent accounting, tax and risk advisors.

e  This presentation may contain “forward-looking" information. Such information may include, but not limited to, projections, forecasts or estimates of cashflows, yields or return, scenario analyses and
proposed or expected portfolio composition. Any forward-looking information is based upon certain assumptions about future events or conditions and is intended only to illustrate hypothetical results
under those assumptions (not all of which are specified herein or can be ascertained at this time). It does not represent actual termination or unwind prices that may be available to you. Actual
events or conditions are unlikely to be consistent with, and may differ significantly from, those assumed. lllustrative performance results may be based on mathematical models that calculate those
results by using inputs that are based on assumptions about a variety of future conditions and events and not all relevant events or conditions may have been considered in developing such
assumptions. Accordingly, actual results may vary and the variations may be substantial. The products or securities identified in any of the illustrative calculations presented herein may therefore not
perform as described and actual performance may differ, and may differ substantially, from those illustrated in this material. When evaluating any forward looking information you should understand
the assumptions used and, together with your independent advisors, consider whether they are appropriate for your purposes.

e  Certain transactions, including those involving swaps and options, give rise to substantial risk and are not suitable for all investors. Citi is not acting as your advisor, fiduciary or agent and is not
managing your account. Citi does not provide investment, accounting, tax, financial or legal advice; however, you should be aware that any proposed indicative transaction could have accounting, tax,
legal or other implications that should be discussed with your independent advisors. Therefore, prior to entering into any transaction, you should determine, without reliance on Citi, the economic risks
or merits, as well as the legal, tax and accounting characteristics and consequences of the transaction and that you are able to assume these risks.

e  Citi shall have no liability to the user or to third parties, for the quality, accuracy, timeliness, continued availability or completeness of the data nor for any special, direct, indirect, incidental or
consequential loss or damage which may be experienced because of the use of the information in this presentation or otherwise arising in connection with this presentation, provided that this
exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to Citi that may not be excluded or restricted.

e  The information contained herein is proprietary information of Citi and may not be reproduced or otherwise disseminated in whole or in part without Citi’s prior written consent.

e  © 2009 Citigroup Global Markets Limited and Citibank N.A. London Branch. Authorised and regulated in the United Kingdom by the Financial Services Authority. All rights reserved. Citi and Citi and
Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.



