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Retail volume growth

Upward trending growth

Average daily retail volume as a percent of total Spot FX
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Who is the retail FX trader?

Predominantly male

Median age of 35

There are 4 million traders spread around the globe

In the USA, they have an average of $6,600 on deposit
1.4 million live in Europe

1.6 million live in Asia

Only 150,000 live in the USA
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Where do they come from?

Geographic Location of FX Online Visitors to Broker Websites
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In Europe, they tend to be women

Gender Breakdown: Retail FX Traders

Gender Breakdown: Retail FX Traders
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Small trades have reduced average trade sizes

Average Trade Size, Spot FX, April 2004 to October 2012 (US$ Millions)

Average Trade Size, Spot FX, April 2004 to October 2012
(Trade size in USS millions)
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the US equity market evolved in the same way

US Average shares per trade, 1997 to 2009

US Average shares per trade
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Perception

Poll of current and potential retail FX traders shows:

84% believe they can achieve positive monthly returns

84% believe they can achieve positive monthly returns
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Reality

Only 30% of current and potential retail FX traders can actually achieve positive monthly returns
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Reasons for choosing FX

Liquidity is not the main driver

High leverage
9%

Superior liquidity
12%

Best potential for return
in up and down markets
34%

Most interesting and ™.
intellectually stimulating 4
24-hour market asset class
15% 16%
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Reasons for choosing FX

Multitude of reasons

Leverage
« Between 1 to 1000 times the initial margin deposit

Low initial capital requirement
« As low as $50
* Many will also accept credit card payments

Superior liquidity

* Prices from disparate liquidity pools can create a spread that is close to 0, or even negative in some cases

» Brokers employ aggregation technology to bring multiple liquidity sources to their clients

* Many retail brokers actually aggregate liquidity from smaller brokers, and thus become a broker of a broker
¢ But not all spread narrowing is always available to end-users

Platform choices are plentiful

« While there are many platforms for the retail trader to choose from, MetaTrader4, or MT4 as it is better known, has
become the standard

* This platform allows the retail trader to purchase pre-built strategies or write their own
* These pre-built strategies are called Expert Advisers

* Some of these Expert Adviser strategies develop a large following, thus pushing many small trades into the
market at once
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Leverage

A Double-Edged Sword

Leverage across countries

Country Leverage
Europe 200:1 (Typical, can be higher)
United Kingdom 200:1 (Typical, can be higher)
USA 50:1
Japan 25:1
Hong Kong 20:1 (for most currencies)

Most countries have or are discussing putting limitations on leverage

Some brokers advertise leverage of 1000:1

While high leverage seems attractive at first, it can be harmful

If a trader has a small account, say $1000 and uses his 200:1 leverage
 Trader purchases $200,000 EUR/USD
* A move of just 50 pips (exclusive of spread) will bring his account to $0
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Profitability of US clients

Percent profitable Q2 2013

Percent profitable Q2 2013
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Account size vs. profitability

Larger accounts tend to be more profitable

* In a 2011 interview Drew Niv, CEO of FXCM, stated, “Profitability is
skewed downward by the many micro accounts of the
company. These micro accounts, which can be opened for as little as
$50, are less profitable than averaged-sized accounts because the
traders take their accounts less seriously and tend to “go for the
moon.”

« Conversely, FXCM accounts larger than $10,000 have profitability
that are double the average. Part of it is likely due to the natural
selection of profitable averaged-sized accounts surviving and
becoming large accounts.”

 In recent conversations with a large Japanese broker, they noticed a
trend of very high net worth clients entering the market.

* These clients tend to hold trades for a longer time period than
smaller accounts, usually 2-3 hours, versus 3-5 seconds

 Trade larger sizes of $3-5 million

* More profitable than smaller accounts, this broker tends to hedge
80% of these clients trades, versus 30% for smaller accounts

14 Source:www.ibtimes.com CI tl



Broker preferences - global

Market Share
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Retall broker characteristics

* 85% of worldwide retail FX volume is traded through just 10 brokers

* These 10 brokers enjoy certain privileges:
« Strong negotiating stance with the large liquidity providing banks in regards to spreads and depth of liquidity
« Ability to control which platforms become successful
« Economies of scale in marketing

* There are two primary business models

 Principal
* The broker takes the other side of the clients trade
* Assumes risk and offers a service to the client by creating liquidity
* Betting against the client

* Agency
* The broker is effectively guaranteed a profit on each trade, as they pass the risk along to a liquidity provider
* The broker takes no market risk

16
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Retall broker characteristics

Principal and agency

* Both Principal and Agency models share the same technology risks
 Losing track of inventory
* Has no idea of current positions
» Has risk of blowing out if a large move occurs
» Losing connectivity to market place
« Cannot hedge or exit positions
« Losing connectivity to clients
* Clients can lose money from not being able to enter or exit positions
» Broker could be held responsible for losses

* Prime Brokerage

* Majority of retail brokers must have a prime brokerage relationship in place with a bank in order to conduct business
« A prime brokerage relationship allows for the retail broker to trade against a number of counterparties, while only

having a margining and credit relationship with 1 or a few banks

* As a prime broker, the bank also provides operational support to the retail broker, ensuring that trades are

confirmed and settle properly

 Inturn, due to the dependence of the retail broker on the prime broker, the net open position limit determines how

fast the broker can grow their business

17
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Regulations - the good and bad

Advantages and disadvantages

« Advantages for the retail trader

Safer environment
Deposits are safer
* Many FX traders fear their broker will simply close up shop and steal their deposits

Encourages growth due to stability

« Disadvantages for the retail trader

Less competition amongst brokers

Which fosters wider spreads

Reduced investment in technology due to less need to innovate to retain clients
* Leads to less functional trading platforms

Increased barriers to entry for the small guy

Increased minimum account size

Reduced leverage

18
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Regulations - the good and bad

Turkish and US experiences

* In September 2011, Turkey passed a law prohibiting non-licensed currency brokerages from handling retail trades
* The initial response was a loss of volume

* Regulators say that since September of 2011, average daily volumes have more than tripled

* Turkey is currently trading more than $1 billion a day in retail FX

* Proves the positive impact regulation can have *
* This is a win-win for everyone

* The US passed regulations requiring all US brokers to have a minimum on deposit of at least $20 million
* This shrunk the market of brokers dramatically
* Only a few survive
* Notable names are: CitiFX Pro, FXCM and Gain

r ey
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FX brokers travel the globe in search of less regulation

* Historically, brokers have been attracted to the domiciles ‘
with the least amount of regulations. A

* Hot beds of broker activity would spring up in a certain
country

* Once a few large names went to that country, the rest
would follow

* The USA was a large destination till the NFA started
passing stringent laws and collateral requirements of $20
million

* Cyprus was also a large destination till the financial crisis

hit them

« This was very popular since it gave the brokers access
to the Eurozone

* New Zealand is the latest hotspot, but they are starting to
pass regulations as well.
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Trends

Mobile trading

BitCoin & crypto currencies
Social trading / Mirror trading
Binary options

Metals

Retail brokers pursuing institutional business
FXCM Pro, Gain GTX, FXDD (Frontier)
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BitCoin / crypto currencies

Ready to Fly, or Just a Fad?
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BitCoin / crypto currencies

Ready to Fly, or Just a Fad?

* Risein value of Bitcoin has been astronomical

* From $13 one year ago to over $1200 last month and $900 today(1/17/14)

« What attracts people to Bitcoin?
« Lack of trust in central banks, governments and printed currencies
* Anonymity

 Off the grid/untraceable

« Downside of Bitcoin
* No insurance if hacked
* Accounts and Bitcoin “banks” appear to be vulnerable, as several have already been hacked.
« Attractive for money laundering and tax evasion

« Extremely volatile, not suitable for practical exchange currency

23
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Social trading / mirror trading

* Everyone becomes a fund manager.
* No registration, oversight, or regulation required

* Pick atrader to follow
* Follow their trades automatically.
* The leader or trade picker receives a portion of the profits of his followers
* Some also have commission sharing split with broker
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or relied upon, by
you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby (“Transaction"). Accordingly, you should seek advice
based on your particular circumstances from an independent tax advisor.

In any instance where distribution of this 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 U.S. CFTC Regulations 8§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a financing, underwrite or
purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the
information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, tax and accounting
characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice, (b)
there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you should apprise senior management in your organization as to
such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials, you and we hereby agree that from the commencement of discussions with
respectto any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number. We may also
request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time without notice and are
not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which represent potential future events that may or
may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof and are subject to change without any notice. We and/or our
affiliates may make a marketin these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or indirectly, a favorable or
negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific recommendations or views contained in
research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to limit communications between its investment banking and
research personnel to specifically prescribed circumstances.

[TRADEMARK SIGNOFF: add the appropriate signoff for the relevant legal vehicle]
© 2014 Citigroup Global Markets Inc. Member SIPC. 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.

© 2014 Citigroup Global Markets Limited. Authorized and regulated 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.

© 2014 Citibank, N.A. 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.
© 2014 Citigroup Inc. 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.

© 2014 [Name of Legal Vehicle] [Name of regulatory body.] 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.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our own environmental
footprint, and engage with stakeholders to advance shared learning and solutions. Highlights of Citi’'s unique role in promoting sustainability include: (a) releasing in 2007 a Climate Change Position Statement, the first US financial institution to do
so; (b) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of renewable energy, clean technology, and other carbon-emission reduction activities; (c) committing to an
absolute reduction in GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (d) purchasing more than 234,000 MWh of carbon neutral power for our operations over the last three years; (e) establishing in
2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in the financing of electric power projects; (f) producing equity research related to climate issues that helps to inform investors
on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy and mitigation



