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Oneteen eighty nine marks the
end of an important and complex decade of change for your corporation. The decade of the 1990s
will undoubtedly bring more change but will be a period which we believe will see Citicorp
cmerge as a uniquely global and uniquely balanced financial organlaation.

I

! The results for the year 1989 itself were mixed. On the the quality and flexibility of Ouotron's core offering, while

(- positive side, the corporation's commitment to the con- preparing new product introductions for 1990 and an
sumer business continued to show strong results. The exciting new "Pbint of Sale" initiative. These are continuing
business is characterized by a growing household base (we long-term initiatives of your company |

now do business with over 30 million households world-
,

wide) and strong financials-good revenue momentum. The Cross Border Effort I

solid margins, and increasing profitability As with meiny of the other efforts. Our cross-border portfolio j
Our traditional local banking business in developing was impacted by good and bad. On the positive side, we

'

economies also had an excellent yeat reflecting our strong see continued improving economic performance within a
franchise position in these markets, the quality and depth number of the heavily indebted countries. During the

-

of our staff, and the continued growth of business that yaar, agreements under the guidelines set down by U.S. j
l has characterized most of these 71arkets. The sophisticated Treasury Secretary Brady were essentially completed with ;

finance business in Europe, Nor h America, Japan, Mexico, the Philippines, and Costa Rica. This framework I
Australia, and New Zealand hac a difficult year as trading servesyour company weh as it continues to permit flexibil- 1

markets were choppy margins c 7ntinued under pressure. ity solunteerism, the case-by-case approach, and room for )'
and traditional revenues were sc arce. The market for long-term " investors" such as Citicorp. On the other hand,
leveraged acquisition finance, wnich has been of impor- the cooperative environment that characterized 1982-1988
tance to many of our customers, i.r started a desirable but has weakened significantly The IMF and %rld Bank

i

difficult adjustment and, of course, the U.S. real estate operate quite independently of and without regard for
i

market has weakened. Despite this, howevec our earnings private lenders, possibly signaling a more sole and central l

and returns were good and our relative performance in this role for these institutions. The commercial lenders them-
business was solid and in the case of real estate maybe selves, partially in reaction to these changes as well as the )
even exceptional. But earnings were down from last year Brady initiative, increasingly take the position of simply
and the market is going through a period of weakness. "wanting out" which, of course, does not provide for the ,

Our information initiative reports increased losses. We needs of borrowers. We believe this is an unsustainable, or I'

used the year to start investing in significantly improving at least self-defeating. position. Because of this and in view

of the difficult circumstances of Argentina and Brazil,
.

From left to nght neither of which is currently paying interest on its debt, we

TCO'IC f' felt it prudent to further augment our reserves by $1 billion,
" "^

%|,'d'@i<""" which brings our total reserves to a level whn.h we feel to
'

g"|Q be adequate for our likely needs. Many have taken more
cy reserves; they have done so presumably with the intention
SECTORf*ECUTNE

* DCHARO S. BRADDOCH,
PRE 90ENT,

f%UL J. COLUNS,
WCE OWRNIAN

1

. - - -- - . - _ .--
\



_ . _ _ _ _ _ _ _

.

.

of "getting out," which can be expensive. We hold reserves borrowing short and lending long, but providing rate risk

that relate to our own interest, assuming that we will be and exchange protection for customers became a big busi-

active debt / equity investors and longer-term lenders. ness. The onset of the debt crisis in 1982 brought a problem

that was to absorb tremendous efforts and resources

Overall Financial Results during the next eightyears, but which also has almost

Reported earnings for the year were $498 million, or $1.16 eliminated the interest of many of our competitors in the

per share, and the return on your equity was 4.3%, down United States and abroad to maintain a truly global fran-

| significantly from last yeat Earnings, excluding the impact chise. This, in turn, singles out our nwn different view

of cross-border, were $1.6 billion, up 4% from a similar Corporate banking in the early '80s was indeedjust that.

result last year. Return on equity would have been 17.3%, During the decade, it has become " market finance," as our

compared with 19.7% last yeat Common stockholders' role has been shaped by the emergence of large and

equity was $8.2 billion, and reserves were $4.7 billion, efficient capital markets in Europe, North America, and

reflecting our recent reserve decision. We anticipate Japan, which are quite willing to accept our traditional

l rebuilding the common equity levels over the next year customers' names.

from internal sources. hr %k closed as 08.875, up in 1980, we were not a strong correspondent bank.

$3.00 from last year, at '1 the dividend rate was increased Today we are the largest domestic and international corres-

by 9% to $1.62 per share i.' April 1989. pondent bank. During the 1980s, our corpnrate bankers

became more professional, more market oriented, and

Canking in Ge Past Doctde more transactional as we responded to customers. As we

it is instructis e and perhaps eve surprising to look back at enter the '90s, these trends continue, but there is some

the decade of the '80s. In 1980, our annual report noted likelihood that more traditional bank / customer relation-

"our view that 1980 was the turning point when banks in ships will re-emerge as customers come to see their finan-

the United States beganjoining their nonbank competitors cial links as more permanent and more important. Our

in the fresh air of free competition." Reg O was removed, local currency business in developing economies con-

) usury laws eased, and a decade of change indeed started. tinued throughout the decade to be strong, stable, and

| During this time, your company altered its business predictable, probably reflecting the strength of our fran-

| significantly and with important implications. chise and the diversity of our business. In the late '80s, we

Our franchise, as an international and money center started an "information initiative" as a way of reaching out

bank, was broadened and altered. The drive to build a to the market and to embrace future delivery modes,
,

global consumer business occupied much of our time and
has changed your company Living with mlatile and high

*

interest rates in a world where monetary policy emerged as

virtually the only tool of economic management forced us

to lessen the role of gapping. the old bankers' practice of

'B.ned on Net lixome after ewaoran.wy t.n tenefits of $160 mdhon

2
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extending our traditional back-office computers, informa- faster than the developed countries. Certainly the cross-
tion, and networks into the customer's world itself...this, for border issue will be behind us...We think with important

.

both consumers and corporate customers. benefits to Citicorp shareholders. Underlying the ups and
During the turbulent '80s, our regard and care for our key downs of the numbers during the 1980s has been a steady

assets-our customers and staff-did not change. and important progress in base business results, franchise

development, and balance sheet strength. We will steadily
Citicorp in the 1990s continue to pursue these efforts throughout the '90s; their
As we move into the last decade of the century and millen- value should be increasingly apparent. _i

nium, we expect continued change and opportunity Our During 1989, we lost the services of a number of

emphasis is on breadth, consistency and predictability talented and experienced Directors. James Evans, retired

Pursuing a broad set of franchises seems to make sense. Chairman of Union Pacific; Juanita Kreps, an economist

We remain committed to "Globality" both within the and former Secretary of Commerce; and our colleague
interlinked world of Europe, North America, Japan, Hans Angermueller reached our mandatory retirement age.
Australia, and New Zealand and the broader world encom- Each served with great distinction over manyyears and

,

passing developing economies from Afrita, the Middle we will miss them. Charles M. Pigott, Chairman of PACCAR,

East, and Latin America to the exciting markets of South- af ter 17 years of Board service, chose not to stand for
east and Northern Asia. We serve all customers, increas- reelection. We were sorry because Chuck's voice has been

ingly consumers around the world and business and an important one.

government enterprises as well. We are professional as At year end, we announced the election of Richard

technologists consumer marketers, or corporate finance Braddock as President and Lawrence ima!! as Vice

specialists. Customer service, creditjudgment, and risk- Chairman and Chairman of the Executive Committee. This )
taking skills continue as our central values. reflects our increasing need for senior attention to the work |

During the 1990s, the profile of Citicorp will continue to of the company and on our most important customers.

Change. Serving our institutional customers in sophisticated Rick, Larry and I have worked together for years and, with

capital market economies will contirue to be a key fran- the 92,000 cledicated Citicorpers around the globe, hope

chise, the focus of some of our most stimulating talent and to serve you well.

likely the world's largest such activity even while a smaller

part of Citicorp. The size, our position, and momentum in

, - the consumer business are such that it is likely that serving

these customers will be an increasing portion of our total .

activity and a dominant part of our financial results. More JOHN 5. REED
~

than half of our business is likely to be in North America,
j,

but the bijsiness in Europe is likely to grow importantly |

Our management wili certainly become more inter-

national. Our local banking businesses in the developing

economics will share in the imprcNed growth of their |

marketplace communitics, which are, once again, growing

3
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in March 1980, Fortune wrote "By the mid 1980s, Citicorp aspires to have raised its operating earnings
from their 1979 total of $544 million to around $1 billion, and it hopes to see at least $ 200 million of
that coming from the consumer. That would be up from less than zero." g

For Citibank's consumer businesses, the 1980s can be summed up by the numbers. After losing money
in 1980 and earning $ 5 million in '81, our earnings have been on a dramatic climb, from $93 million
in 1982, to $842 million in 1989, with an average annual increase of 37% One out of four American
families has a relationship with us. We consider our record a validation of the premise we began with
in 1975, that a well served consumer is a good business proposition. As we've grown, we've built a set e

of values to guide us. Most notably, customer focus and service quality have become our hallmarks.
But while those are both familiar industry themes, and key reasons consumers choose one bank over
Enother, our commitment to these values continues to give us a significant competitive advantage.

The marketplace and the challenges keep changing. Our mature businesses become st?.adily more
competitive, while our newer businesses, especially outside the U.S., have relatively low share positions
with potential for substantial growth. However, our broad based organization gives us a tremen-
dous advantage. Innovations in established markets such as New York and Hong Kong strengthen our
positions in those markets and can also be transplanted to markets where we have room to grow.
We call this movement of technology, services, and banking products " success transfer."

For now, our credit cards and local branches, accessed by Citicards, give our customers control over ;

their financial lives around the clock. Our vision for the '90s is to give our customers that same access
wherever they are in the world, by cards, by phone, at home, and at work 24 hours a day, seven days
a week and all this for a much fuller range of financial services than we offer today.
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Consumer Banking Business
When the 1980s began, our U.S

branches were mainly in the New trk
metropolitan area. with an 8% market

share We had installed our first ATMs .

Only three years before.

Today Citicorp and Otibank
i

! branches have over eight million cus-

tomer accounts at nearly 600 loca- '

tions in nine states and the Distnct
of Columbia, the foundation of a

national network which will continue
to grow in the future. In New trk. we
have 13% of consumer deposits and

nearly one-fourth of all consumer Citibank India has introduced
credit. Nationally our customers have consumer installment loans

! access to 1.700 of our propnetary supenor access. products. and serv- at its four branches. These
1

i ATMs. with their capacity to do 55 ices we have learned that the key to loans have already made a
separate transacDons. and more than customer relanonships is the trans- dramatic difference in the lives

| 30.000 shared machines. We're the action account. and the core of our of more than 150,000 miners,
1

market leader in annual mortgage product offenng is OD-One. which railway employees, and uni-
onginanons. with $11 bilhon. and totai integrates checking. savings and versity professors who used
servicing with more than $60 bilhon. investment accounts. lines of credit. them to buy motor scooters
provided through our distnbuuan net- and credit cards Our branches extend and home appliances. Repay-
work in 37 states. their reach through touch-screen ment is by payroll deduction.

We work to provide customers with ATMs. telephone banking home with employers making effi-
computers. and terminals in super- cient, lump sum payments to
markets and convenience stores We Citibank. At an average of
offer mortgages through branches, $600, these loans are small,.

Mortgagefbwer realtors and brokers. but in a country where motor
and sales offices scooters and appliances are

* $$,$,,, Building a naconal francnise stili luxuries, they can make an
Q'g,M,",",*, reouires us to compete effecovNy in enormous difference in the
cKAP E(ECJTNi t L CC+.seMf; MM - quality of life. In this case, suc-LAwRemn o.ws ss,

CMLON E MECUTNE - OfvE LEWEN' Cess transfer means makingDCHARD S. BRADOOCx,
PEE 9 CENT ilves better.
n=io s.oissou,

GRCLP EXECUT t E -MWE ERNk 'Nu
PSbVUAN fWA,

CAOUP E tEC vE -!N TERN AWM
JAAIS$ L. BAILEY,
C#OUP E4ECUTN E - L ; 4AOWAACr
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each local market, while leveraging U.S. Card Products- a tool for managing personal and

the nationa! capability that comes A Great Success Story family finances.The information we

from being a part of Citibank. Our The growth of Citibank's card busi- generate about our customers,

competition is essent; ally local, and ness, from six million cards in force through their card usage, is invaluable,

our customers respond to howwell in 1980 to 27 million today demon- allowing us to offer them a range

we meet theirlocalneeds and provide strates our success in meeting of tr. ore specifically targeted services.

the basics of customer service. During customers' needs for this flexible Our portfolio is the largest in the

1990, howewt we will change our payment and borrowing device, bank card industry but size is not by

name to Citibank in the markets which is one of the most important itself a strength, in 1980, we built the

where we noware known as Citicorp and profitable products banks offer. first of several card " factories," con-

Savings. And over the next two to Citibank has expanded by offering a centrating our resources not only to

three years we will be putting together family of cards, each with features generate efficiencies but also to

a common product offering. to be that appeal to specific segments of improve the quality of our customer

deliwred through a national processing the population, ranging from the service. 5ince then we have added

and systems organization. economical CHOICE card to the pre- millions of accounts, and extended

We recognize we are competing mium gold cards, and in turn, we the factorylocations from South

in a fast-changing marketplace, have built a family of customers. In a Dakota to Nevada and Maryland,

buffeted by the S&L crises, a seemingly market that some say is saturated, we but unit transaction
7'chronic overcapacity in the industry an added almost five million new card- costs are nearly 30% r

inadequate regulatory apparatus, and holders during 1989 and continued to lower than in 1982
*

other economic uncertainties. While build our market share significantly and 30% below

these factors contribute to instability Virtually all the key indicators for the

they should also offer us opportunities business continued to grow healthily

to extend our geographic reach and We try to grow with our customers.
i

j product breadth in the coming years- For example, we pioneered direct

especially as the inefficient players marketing to college students.We

weed themselves out. The combination found that they manage their credit |,

we are putting in place-integrated responsibly and that af ter they grad-

product sets, national capacity and an uate they make still better customers,

uncompromising customer service As their needs and tastes change, we

( _ culture-should serve us well can adapt with them.
~

'

in this respect. We know from their purchase pat-

terns that customers use our cards for

things that ordinary families buy to
make their lives better-furniture,

refrigerators, and VCRs. But our cards

are more thanjust a credit or

payment mechanism. They are also h
=> ..|

t

. -
N
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the inaustry average Savings are International Consumer goal late in 1989 with an ATM trans- |
returned to the business to improve Banking-Linking Success action in the branch at Citibank's
customer service. funding methods. For Citibank's international consumer New York headquarters, where our ;

marketing and credit management. business. the 1980s represented a Country Corporate Officer for Puerto
in the '80s. We set out to provide a decade of new markets. products. Rico used his Citicard to access his

,

better card than our competitors. and opportunities Today we serve account in Puerto Rico. The interna- (
we've done that For the '90s. we profitably over nine million house- tional Citicard transaction was born.
have two pomary goals We want holds, or 16 mil | ion accounts, in 35 Within the next tvm years. this tech-
our product to be viewed as superior countries, a greater global presence nology will be installed in such
to checks as well as other cards, and than any other consumer financial diverse markets as Germany Hong
by the middle of the decade, we institution Our penetration in most of Kong. Korea. Taiwan. and Singapore-

|want it to be seen as a better way to these markets is small. but the poten- And ultimately the Citicard will be
pay than cash To accomplish this. tial is vast

we're constant!y trying to learn more The challenges for the 1990s are to
about our customers and build on continue growing witnout sacrificing

;
that knowledoe to extend card utility service quality and to link Citibank |

services around the world We took Not all Visa and MasterCards |
the first concrete step toward that are alike. We try to make our |

cards do more for customers,
whether it's replacing a lost
wedding ring or a card stolen {
during a family vacation, or
granting an on the-spot credit-
line increase to pay for a visit
to a sick relative. We're on the
telephone 24 hours a day, (,

seven days a week for ordinary |

f people with somewhat
N > ;f ,#[

7,, ,

extraordinary problems. But
a. we do even more. When a

flood struck Galveston, Texas,
' ~

we were there with emer- j

i
'

gency cash advances and I.-

credit increases for our card-
holders. And now, we're

-

providing a special teletype.
,

number to help us serve
,q ' hearing impaired customers.

Citibank cards are better than i

other cards.

7
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the key to banks in everylocation in 1812. In 1985, we made our most funds, leveraging Citibank expertise in

where we do consumer business, significant commitment to these real estate, transportation, and wnture

We expect to double our customer customers bycombining our private capital. For the first time, our clients

accounts, assets, and deposits banking operations into one world- had the opportunity to participate in

by 1993, in addition to offering tradi- wide unit- the Citibank Private Bank. higher-return investments previously

- tional banking services, we're Since then, starting from well- available only to large institutions.

emphasizing such products as bank- established presences in key markets We beltem that the formation of

cards, mutual funds, and insurance. in Switzerland Hong Kong. Singapore, private wealth will continue to be a rap-

We are using our U.S. experience the U.K., and the U.S., we have opened idly growing segment of the world's

in credit card solicitation and screening offices in such major emerging wealth economy during the 1990s and that no

techniques in Germany Spain, Japan, markets as Japan, Brazil, Spain, and Italy other financial institution is better

Taiwan, and Australia. We have also With offices in 68 cities in 32 coun- positioned to serw it than Citibank

transferred such products as Citi-One tries around the globe,we are Private Bank,

accounts, MortgagePowec and touch- uniquely able to match clients' needs

screen ATMs to various markets. with opportunities virtua!!y anywhere Reaching Our Potential

Theimportanceof aglobalnetwork in the world. During the '80s Citibank's consumer

is particularly evident as the inte- Each client has an experienced activities grew into an important pres-

gration of Europe approaches. Citibank Prrvate Banket who provides the ence both within the corporation and

has a network of branches and entree to an arrayof services that in the markets in which we compete.

consumer franchises in most of the includes global investment portfolio Howevec as we enter the '90s, we

major markets there.We're looking management, tailored credit in major view our most significant potential

forward to the daywhen we will currencies, unmatched expertise as still ahead of usNNil reach it by cord

have the most up-to-date ATMs in every in foreign-exchange and interest-rate tinuing to keep our customers'needs

branch linked across countrylines risk management, and our unique foremost in guiding our activities.

and " speaking" multiple languages, art advisory service in New'rbrk

Citibank Visa and MasterCard and London.

products serviced from two regional In 1989, assets under management

centers, and our own brand of rose 15% to $59.4 billion. The number

mutual funds. of clients grew 11%. reflecting a variety

of programs in both established and .

The Private Bank new markets. Of particular note was

Citibank has served high net worth the growth of Legal U.5A, our busi- .

individuals since it was founded ness serving lawyers and law firms in

the United States, the largest. and only

nationwide service ofits kind.

We also focused on new revenue

streams. raising over $230 million of

investment capital for specialized

1
. .
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The 1980s were a decade of profound change in banking. lobal Finance
Corporate lending, the cornerstone of Citibank's business in 1980, for Developed Markets
became a much smaller component. Corporate customers increas- Otibank has developed the knowl-

ingly funded themselves by issuing securities instead of borrowing edge and skills, the products and
from banks. We had to find new ways to serve them, and we did, services to become the preeminent
by designing and implementing creative financial solutions that financial :nst,tution in the industnal-

met the needs of investors as well as issuers. ized world Otibank enjoys a unique
it is clear we have met the challenge. Customer surveys and position in this increasingly global

opinion polls indicate that we are first in lead client relationships, corporate knance marketplace We
.

loans and back up lines, leverage capital, corporate asset funding, are present in 23 of the 24 industnal

foreign exchange, derivative financial instruments such as hedges, nations that compose the Organiza-
swaps and options, and cash management. And as commercial tion for Economic Cooperation and
activity expands globally, we offer our services through an Development, everywhere the law
unparalleled global network. permits This unparalleled geographic

The most telling measure of our ability to adapt to changing scope is harnessed to an unmatched.

markets is that many of today's products and services didn't exist abihty to handle large. comp!ex
ten years ago. Furthermore, if history is any indication, by the transactions

middle of the 1990s, 50% of Global Finance earnings will come Because the developed countnes

: from products that don't exist today. have become more integrated eco-
These innovations are based on the efforts of relationship man- nomically we can design and exe-

agers, who work with our product specialists to solve ongoing cute hnanc al strategies that range

and extraordinary needs, whlie still providing such core banking across markets as well as within
-

products and services as credit, cash management, and foreign them. both for issuers and investors
exchange.

4
Our corporate and investment banking business is divided into

two broad sectors: the developed markets, where many customers
require increasingly innovative and global financing techniques,
and the developing economies and newly industrialized
countries, where the market often calls for more $'

. traditional and local financial products up
and services. >

,
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l Foreign exchange provides an on what we do well while respond- !

example of what Citibank's strengths ing to ever-changing customer
mean in the marketplace For years, needs. The transactions that have t g

we haw been ranked number one shown the greatest growth center -

worldwide by all major industry sur- around a broad range of options and y,

[ [ ) I'cveys in volume. quality and market swaps and longer-term hedging p
'

coverage Citibank's unequaled These are more and more becoming *

breadth-we trade 90 different cut- part of packages assembled by

rencies in 50 locations - means we Citibank. as customers recognize

can meet customer needs forjust that in a global economy practically

about any currency in the world and every financial transaction has foreign

we can tailor creative solutions for exchange and interest rate nsk impli- expenence As the 1990s progress. |
unusual customer problems More- cations Thus. Our unparalleled for- global finance will insolve more I

over. our global network gives us eign exchange capability is not only sof]histicated financial engineering, j

access to extensive market intelli- impo tant for customers who need for issuers and for investors alike Both

gence to guide our trading while our foreign currences. it is also vital in are our customers. and we have

size allows us to execute client strate- most areas of finance devoted ourselves to finding creative

gies effiaently and effectively In glonal finance as in consumer solutions for the needs of both

As in other Citibank businesses banking Citibank has the un que
1

| our continued success in foreign ability to transfer products and tech- Developing Economies- '

exchange will come from building nology from one market to another The Growth Market for
For example. the European Commu- Commercial Banking
nity has committed itself to eliminat- Dweloping economies have different

ing economic barners by the end of needs than developed ones, and we |
^j 1992 The prospect of a vast inte- serve them with a more traditional

grated market has heightened the set of finanaal products and services.

demand for corporate restructunnq based in their local currency The ,

and speaalized finance expertise as developing countnes represent some

firms prepare for this single market of the world's best economic growth j

)And. as international nsk-based capi- prospects today .

tal accords come into force. they will Citibank has been involved in ,
'

I
put more pressure on international international banking through our i

1
banks to find alternatives to tradi- U S offices for well over 100 years. '

tional lending in both these areas and we opened our first branches in

and many more. Citibank has years of countnes around the won : in 1914 to ;

service our U S cIsents ir > +ir bur-
'

stanaq geoning overseas busin- Our early

#d$$'5- expansion established u . as the pre-
Nm..wew .NnN m
sPJfPt j
PHILLIP B. LA1% ITER,

W JfEAU "t-Yfn Wf h ^^
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+ eminent international bank in most Middle East and Afnca-are becom-
of the major developing markets, cre- ing increasingly affluent, sophisti-

M _' . ating a franchise far stronger than any cated. democratic, and stable. Their

%)* # of our competitors. export growth continues to be
W! Today we have a presence in 67 extraordinary although their full

developing ana newly industnahzed potential remains untapped
countnes Ninety percent of our man- Twelve of these 25 countnes how-
agement in these countnes is local. ever, are still in the process of restruc-

A banking relationship means and we are most of ten an integral tenng their debt to international
maeting special needs rou- part of domestic economic activities. banks. Citibank has been a leader in
tinely. In 1988 Citibank helped When problems in some nations international negrriations to restruc-
th2 Kroger supermarket and prompted other banks to leave. we ture the debt obligations of these
convenience store chain avoid honored our commitments to corpo- countnes and develop solutions that
a possible takeover by recap- rate customers. financial institutions. meet the long-term needs of both
Italizing, while increasing local employees. and national gov- the borrowers and lenders. We feel
shareholder value, retaining ernments and we have benefited the debt situation is no longer a cnsis.
shareholder ownership and from it. Among other things this con- it is an issue that is being managed
trsating employees fairly, sistency gives us an edge in hinng with growing skil.1 and pragmatism.
Kroger chose Citibank to struc- the best talent in each country thus Citibank's position in several devel-
ture the package because of reinforcing our marketplace standing oping economies has been
our ability to commit money We expect the major 25 develop- strengtheneu :hrough debt / equity
promptly, our service, and abil- ing economies, with a total popula- swaps whose total approximates
ity to bring additional banks, tion of three billion. to grow faster $300 million. These transactions
international and domestic than the developed markets by as
U.S., into the transaction. In much as 50% in the next five years.
1989, after a successful recapi- These nations - 12 in Latin Amenca.
talization, Kroger picked us 10 in Asia. and 3 in Europe. the -

again to shape a reduced,
more flexible package, allow-
ing the company to pursue its-

icng term operating strategy.
Loverage capital expertise is

,

just one corporate finance
capability that Citibank has
developed to add value to
banking relationships.

From IH: to nght
MtCHAEL B. KELLAND,
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- we service 230 major motona-

"

,

.
Donals throua~h our %ki Corporabon#- 0 '

!
I 4 - Group - 130 based in 6 3rth Amenca!

-

w
%[,h,a ,* 80 in Europe. and 20 in Asia - whichF 1-

-

iogether have approximately 9,000

.
suosidianes in virtually every country' - wg . "

g
^

In the World These corporabons have
.

'$,. H
.

very speaal needs. and we work to
*f solve those needs in a hig~ hh orga-

. ~ >

. nezed and a speaans responsive

|
~

.m..

y ' manner unozing our Globa! Account
n_ - q. g_g , ps - -ai p Management System Our geo-4

| g,,

4 %y graphic reach alone constnutes a.#'

, , - 4

i
'$ compettuve advantage but wheny %

- ,4 s
Aq conibined with high value added

:- - ,..
:

~ service innovauveness. and consist-
. j[f, . ency of performance acoss nanonal

~

borders. It adds u,3 to a combinanon
|
j involve replaang debt abhgaaons in that cannot be duphcated by any

! Save the Children Federation a countr$ with equiN interests in other hranaalinsutunon Our worv

}! has a Citibank account. With loca! enterprises They include a bev-

! operations in 39 countries, erage compans in Meuco. a forest

helping tens of thousands of products business n Chile and elec-

|
children and their families, tronics companies in Brazd These

| Save the Children is typical of nvestments which createjobs and

some 200 non profit organiza- help develop nanona: economies.

{ tions served by our interna- consDtute valuable assets that WW
,

;

| tional Agencies and Corporate enhance C!Dbanks growth n years
! Accounts itACA) unit. IACA !o come

utilizes the full capabilities of
Citibank ta provide foreign Serving Customers Globally
exchange management, alter. Two major global customer groups.

~

,

native financing such as debt mu!DnaDona, corporabons and fina+ y

swaps, Diners Club accounts oaiinsatunons accou": for more -

for travel expenses, payroll ser- than ha:f of Giobai Fmance earongs

{ vices at branches, credit and |
!

investment management in a |9,,.

|""**" S *^^8 %
| total of 53 countries. Globa! &ai<+ u. 4 se. |

| organizations, profit or non. m% |
noseM H. MAMWSEN.

;

profit, need global banking,t -m . x .mo

12 _
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with these, our most sophisticated tomers who need them Otibank tunng and other industres. and some
custc'mers. provides us with a steady provides dependable processing and that are charactenstic of finance We
stream of innovative financial ideas cleanng services. and with member- have built a corporate finance capa-
and techniques that can be trans- ship in every major cleanng house bihty that will provide the ful' range
ferred to others. Furthermore. their in the world Otibank stands alone of corporate banking services and
need for capital provides a conanual TransacDon processing prov! des a products. such as mergers and acqui-
flow of investment opportuniues. very stable earnings stream to the sitions asset secuntization. and for-
particularly for finanaal institutions. corpora 00n in addition. we take a eign exchange. specially tailored to
which constitute our other major cus- more expansive view of the market the needs of all sectors of the finan-
tomer group than other banks Technical advances cialinstitutions market Trade services

Our Finanaal Insututions Group have opened up the possibihty of offered on a global basis is another
services the chent needs of insurance help!ng customers make more key service element. Finally of course.
companies. secunties firms. other informed business decisions by add- finanaal insatunons are constantly
banks, and institutional investors. The ing informaDon-based components looking for ways to diversify their
growth of this group reflects the fact to transaction processing. Otibank is inwstment portfohos. and Otibank

;

that the finanaal sector of the world in the forefront of this transformaDon has access to more investment

j economy grew far more rapidly in the in addition. we are aware that finan- opportuniaes in more countries than
1980s than ihe indusinal sector World aa institutions worldwide face com- anyone else
capital flows have increased faster petitive and capital pressures. some Our organizauon is in place We
than trade flows. and new finanaal that are similar to those in manufac- have made the transition demanded
instruments have created new by the dithcult environment of the
demands for processing and cleanng past ten years. Entenng the '90s. we
services notjust for finanaal insatu- are uniquely posinoned to serve cus-,

Oons, but for all global finance cus- tomers around the world,

f rom lef t to right
ALAN J. WEBER.
GROUF hlCUTNE --
FNANGA %iTITUTON;

WILLIAM R. RHODES.
SENOR DECUTNE -INTERN ^f CNA

' GUENTHER 5. GREINER.
GROUF DECiPNE -
WORLD COR5'OIMTONS

PETER H. SCHURING.
GECU DECU rN E -
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Citibank'sstrategic
.

Ouotron. the major component of from under the phone. Customers will

strength has always been the creation Otibank's information business so fat be able to perform a full array of finan-

of major newenterprises designed to has had sewral difficult years, due in cial tasks, from checking balances and

meet the needs of significant customer part to the wlatility of the equity mar- making payments, to buying and sell-

groups.We see theinformation busi- kets. Hcwevec we still see the com- ing stocks. And it can also be used to '

ness as the nextimportant wnture of pany as a vital part of our effort to build make ordinary calls.

this kind. Like ah such Otibank initia- on-line, interactiw delivery of financial Awholly new businessis based

ties, the information business is based services on a global basis. Part of the on point-of-sale technology that com-

on our experience with a number of task at Ouotron lies in making products bines payment at the supermarket

existing activities and our anticipation more relevant to the growth areas of check-out counter with an instant cen-

of customer needs in the future. Our the financial marketplace. Globaliza- sus of consumer purchases. Partici-

technology has been aimed at provid- tion of the markets means that we pating households are rewarded with

ing customerswith rnore command have opportunities to bring our pro 6 coupons that match their preferences,

owr their finances, at ewr-greater con- ucts to parts of the world that are while manufacturers and retailers can

wnience. As a globa| financial interme- currently underserwd. And wMe the use the research for marketing.

diarywe haw access to a great dealof equity business has recently t'een

information about markets, prices, and in a downturn, other kinds r.f activity

trends that affect all kinds of consumer are growing.We are dewbping
and business transactions. It is, there- products that address th'>se needs.

fore, a logica! step for us to put more Of particular note is our new F/X Tradet

information in the hands of customers an advanced terminal for foreign

to assist them in making better- exchange trading thatwill be fully

% informed financial decisions. We are introduced in 1990.

committed to making this happen. Other businesses that similarly

We envision that by the mid-1990s, our deliver information through devices sit-

aggregate information-based busi- uated in customers' homes and offices

nesses will make an important contri- are OtiCash Managet which gives cor-

bution to earnings. porate treasurers full command of their
balances for short-term investment,

and a new service for home use, the *

Enhanced Telephone, targeted for a

limited test market in 1990. Ve see this ,

as theidealmechanism forrealizing

the potentialof home banking.The

Enhanced Telephone has a screen

between the keypad and the hand-

set, and a full keyboard that slides out

14
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Itibank has a tradition mance attended by 50.000. and con- mentally sound and sustainable
of public responsibility that goes back certs in Germany celebrating the end economic development
to our beginnings when tellers and of the Berlin Wall We emphasize per- Citibank has come a long way
clerks of the newly formed City Bank sonal involvement by employees as since those brave early employees'
of New York volunteered to hel > bat- well as money For example. we not became firefighters to save lower
tie the Great Wall Street Fire of '835 only support United Negro College New York, but the message is

This strong tradition of public Fund students financially but also unchanged As a global corporation
asponsibility forms the basis of our provide them with a Citibank mentor we have a responsibility to the world
cor anbutions philosophy Today as a throughout their college careers We in which we live and do business
globu finanaal services corporation also expanded our Matching Gif ts
with ercoloyees and business inter- Program for employees who make
ests in every part of the world. our personal contnbutions to non-profit in April 1989, Citicorp Chair-
concerns and commitments are also organizations Emvwhere in the man John Reed participated
worldwide. We know that our busi- world where Citibankers live and with ChlCago elementary
ness success. both present and future. Work we can point with pnde at pro- school students and teachers
is inextricably linked to the economic grams to improve the quality of life in a demonstration of the
and soaal well-being of our markets. and provide an environment in University of Chicago School
customers and employees whKh r>eople and economies can Mathematics Project, which

Citibank's total global contnbu- develop and prosper Citibank is supporting. He
tions exceeded $20 million in 1989 As we move into the '90s. Cit! bank explained our involvement
These emanated from our extensive shares the general concern about the this way:"A financial insti-
program at the corporate level as well environment and will increase sup- tution can't ignore the need for
as from business units around the fx)rt for vigorous. creative programs improved pre collegiate train-
world that conduct active contnbu- designed to encourage environ- Ing in math and analytical
tions programs of their own skills."

One area where we have

increased our global funding is edu-

cation We believe that the future of

the world will depend increasingly

upon the education and training we* * *

can provide for those who will com-

. pose the work force and leadership in
the next century n

In 1989. our global contnbutions

ranged almost as widely as our busi- *

nesses We supported a school

mathematKs project in ChKago the #y \

New York Philharmonic's Asian tour. ('3 < |
including a free Singapore perfor- f g{m j g T 14 |
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W W;^ Caicorp, a holdsng compary was incorporated in 1%? under the ; *cein | _,

WM tows of Delawam and as the sole shareholder of Citibank N.N f, Tmies of North America, Europe. Japan, Australia,and Newthe world's inni. ftional marte1 places. in the Dewtoped Econo- um W,

{MeMW mWorsubsidiary;
.
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.s ,; n. _, ..

N ':May Ciucorp. with its subsidiares and amliates, is a global e ' Zealand. Citicorp brings together the resources of corpouse and W
,

4 ,

Sq% ncial services organization its staff of 92,000 serves indMd? Jrwestment banking to meet the sophisticated demands of both i ~ a9,

gi alais, busineses, gowrnments, and fnancial institutions in over ; L inwstors and issuers. In the Dewloping Economies and newy AN a
*

gn 3.300 locations, itchJding branch banks. representatie omces,Q industrialized countries, Citicorp) local franchise and pesence inf" 7' '
fy gand subsidiaryand amhate omces in 43 states, tte District of ) ' . the countries of latin America, Asia. Eastern Europe, the Meddie y

# f ; Columbia, and 89 other countries throughout the world.! . , ' : East and Nrica senes a more traditional marletplace, where s 1 g
S g g Citicorp. Citibank, and their subsidiaries and amlia:es are sutE , L business is primarily local and the demand is for traditional cor t S'

,

$g
> iject ic lnterne cornpetition in all aspects of their businesses from ; , { porate banking and finance. Citicorp's cross border mAnancing J

iassets and eamings are a separate Ibcus from the local actMties @%
,

@p[hp ices and,in some of their actMties, from gowrnment agencies; ; ' M in tre tehnancing countres; this is an actMty,that has become Z ]^ y ,
both bank and nonbank institutions that provide Anancial serv g ,m

$gp | Citicorp's actMties are centered around two basic constituen - 1 highly centrallred and is discussed in depth on pages 34,-29.M1 -
4

y Ng cies: indMouals and institutsons. The Global Consumer bustress e
dwith sewralother initiathes @ point-of sale business and a trawls < , J

g 1 The information Business cunently centers around Quoton, y -
senes the fullest possible lange of Anancial needs of individualsc
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M whle the Global Finance business senes corporations, financial . ; information service) in dQTieriL T . . ye 4 . WL
Qp institution $, governments, and capital markets Globa! Finance. In , < . 4 ? ,i" A;YMyss
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$Mf CAicorpi Global Consumer busiress senes the fullest possible ? * tAapesage! alenseSItsetS ' '
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f seetmesoass '. 1 . . ' $ l Set T '$ 626 ' $216 W35 : Other (includes ellocated equity) # . .. m; . q , . :38.4 : ,4s
' '' *

. . .
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1 The Global Consumer business earned $842 million in 1989. Mg _ ,J terms closely related to the Global Consumer business. CustomerL
. , , . . .. .. . , . .,

_

! The above summary presents Global Consumer results in <"

h4 m
*

, "up $216 million, or 35% from 1988. Theyear-to-year earnings t .| ,
.

%@g% ' e net rewnue embraces net rewnue piirt.arily genersti through;
" growth rate would haw oeen 26% If the $41 million after-tax loss 6 .

'

incuned in the phase-out,of Citicorp's mobile home and certaini > [ ,
%;g customer relationships and gains 00 sales of cudomer assetAT Oedit cycle expense includes riet credit write-offs, tne provision automobile lending businesses in the fourth quartet of 1988 were t Y

y[W @w$lecting past-due or written-off accounts, Delivery expense
:Q foi possible credit losses in excess of net write-offs, and the _

excluded. The substantial earnings improvement reflected i '

iWQ expense associated with credit appraisal and the process of col- growth across the major businesses and was achieved despitej , 4 m,%
the continuing slow mortgage market ardncreased net ; ~ '

d$ Vincludes non-credit related costs of delivering our products and write offs in community banking activities, primarily commercial *

R"Q s services to the consumer Other income onmarilyincludes * _

aeal estate loans in Arizona. The key performance indicators, n
'

'
,

W1 tnterest costs of carrying non-customer assets. gains on sales of ' return on equity of 19.9% and return on assets of 0.80%,1 . . .

f lg= </s 4 allocated equity,
'

: improwd significantlyyear-to-yeat up from 16.1% and 0.64% ij b gi non-customer assets, affiliate earnings, and earnings on -
respectively A.'

'

i
. . . . . . ,sg

w, ; +- a % ,* - During 1989, the Global Consumer business securitized , ,

k ' ' O.y 'I ' $$1 billion of credit card receivables compared with $0.8 billiony[4[' %4 ,' during 1988;Whlle the impact on net income is negligible, ree e ..

<

@kV ' ' '

nue and asser growth as well as credit loss and asset ratios are # *s

Ws QV ^ ' affected by securitiration. The impact of credit card receivables '
'

~

,

. M m ' securitizatinn is described below and on page 42;.m , ., . . _ ._ _

Af a Domestic eamings gains continue to be driwn by the credit i
?[W (< ,.| Eg ' , < card business and the strong New trk branch system |Thte @,$ L.

,

$g? ,V ~

solid prof:t performance and) ear to-year gains in the credit cam
''

business were the resu; of ongoing successful card solicitation 7MR < *

hgM, programs' portfolio acquisitions, and increased share of credit ; ' , '
~

,
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M Wireernattora! consumer earningsere up 33% oer 1988,' led " For analytical pur' oset the following table Arcmdes certaini
% " performance indicators for the Global Consumer busJness on - ' @"

p J m:s
"

j|;.N.ty growth in Asia and latin America. The international branch
;

businesses and credit cards contributed to the camings grcwth3 a basis which adjusts certain amounts as if credit card receMablese 'g
? Cedit cards have now been introduced in 16 countries outside i ' had not been securitized. The principal acpustments to the table i s"

M, e othe United States The Private Banit also recorded gains % , below are to increase customer net eenue by $206 millson in e ,
'

-

@ w internauonally s .. , 1989 and $4 million in 1988. Net oedst write offs are increasedJ , M : n
' n,

@& J. ; TheGlobalConsumeraverageassetsrose"ito$106 billion;
t orthecorrespondingperiodsbysimilaramountsg 1 a af i"s

f from$97bilhoninINB.Creditcardreceivab grew 7% to - : In addition, the table reinstates the securitized receivables ! <

<

Q U ] $2| billiort/ het of the impact of Securitizing $6.1 billion of credit ; as assets for the purpose of calculating average assets and return Q M'
% icardseceivablesciuring1999and $0.8bilhonin1988.First . ? ratios The effect on aerage assets was $4 bilhon in 1989. The J '

,

?%d mortgage outstandings were $39 bilhon, compared with : { effect on average assets in 1988 was negligible. The impact of? , , e,

[F g $2bilhonin1989R L . ?: : E securitiration 15 discussed further on page 42,r g b + C (;'
, ,

.
,

. ! Customer net revenue eose to $78 billion in 1989, up v,_ .s
W@$ $879.million, or 13% from 1988. Momentum was particularly! ;

. wumurnum < seee,- ..seen . <

n D m ;;>, ,, , o

S W ,j4, .w sW' 3
Q@? tingr

' >

strong in the domestic card and international businesses, offset.o

Mk( pass ewnue pressures in tre mortgage business. Mortgage tthrough gains improwd significantty to $i?2 million h 1989,L , 1 Net \lWite-offs .
4 1,484W t1,2511 1 183!J.51% F m ,>K15W -iMi

, Customer Net flevenue'' $7,9001. $6,903 g c $ l.081 n f 165 i
*

3 3',.. |{
g (up$65milhonpar-tosycatJ < ; , . N$ c . ... ,,- credit 1.oss Ratioa a E i1.59% i
gN f D Credit cycle expense grew 13% to $2 billion in 1989., Net credit ' AerageAssets($ Billions) stto. 97; , 113; 13T fd

Return On Assets (%) . ' .FF .64 . '.13 ' '%:Ag write-offs were $1,228 million, compared with $1,248 milhon ini f Mq:

m 3:b Mgl988. Net write-offs as a percentage of average loans were 1.35% ; . y '; ,m ,,

MQ for the pat compared with 1.50% in.1988. The 1988 net credit i jC : a'

M ? losses included $198 million from the phas:-out of the mobile ' a w
7, ;,

i > $. L, f., ,

M i home and certain automobile lending businesses. Excluding f .
'

ii -
s1 s,

,

N N ' M the impact of this one-time Charge |Ihe Det Write-off ratio Would
. , , , NiW >C

.

' *
i

= have been 127% in 1988. The yeareyear increase in the net i/"'

, s

: Write-off ratio is attributable largely to community bar*ing activi- +- ,s, 34

g%g ties, primarily commecial real estate in Mzona; and increases in '
. ^. ' '

.

ar' /eg
2 cerrain other domestic arf overseas consumer businesses.; S No a'- ,

R % The credit loss provision was $1.3 billion |up 11% from , '
,|,3| + 1

%. i ; $1.2 billion in 1988. The allowance for possible credit losses repref
'~ v , W 'u;.

,

T@ F lastyeat During 1988, the allowance for possible credit losses had ; a' f G.
.

' : sented 0.87% of year end consumer loans, unchanged from , , o
g

> . M N- t'

?, ?M } . been reduced itom 1.03Mo 0.87% primarily reflecting improwd
,

'

,' portfolin quahty and the phase-out of the. mobile home and ; >M fW' ' '

,

7 J/Ccertain automobile lending businessesa . W > -
, ,. .

' 'm W ; Deliwry expenses grew 8% or $355 milliort year-to-yeat : i ;H, :" f y .: 4

Wp. maintalningthelewlofyear-to-yearincreaseswellbelowthe. 4 ;

If v rewnue increases. The increase in deliery expenses was primar+
, #- '7 3'

-

1
.

O, - -
,

W u liy due to investment initiatives in the credit ca d and interna- 'm'
' '

1
'

,
,

M@gby s
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? | ~ 1 The Global Finance business wrws corporations, financial instl<
.

autions, gcernments, and capital markets around the world. _ . i empenses included $68 millon of sestructunng empenses for the 2 :j

v@"p@@ J ence in the world's institutional marketplaces in :he Developed L '
4 1

,

Gebal Nnance falls ireo two broad areas, reflecting a basic differi , : United Kingdom equites business. This festructuring wil! cover : .m
cthe cost of closing unproRtabic activities and goodwill write offs V H

o ! Economies of North America, Europe, Japan, Australia, and Newc in Oticorp Scrimgeour Vickers, which incurred operating loues of j*

g ' ' g Zealand, Oticorpbrings together_ the resources of corporate and E' ! $65.millon in 1989. Expenses in f988 included $63 million of clos % q

' . ing or ' estructuring cos:s, primarilyin the equit_ies broierage busi-J ' , )e l investment banising to meet the sophisticated demands of both ?
_

r

investors and issuers. In the Dewfoping Economies, and newly ; Lnessesin AsiaandtheU.K.@ E . y6 .
~ ^

N :i; g n~ industrialized countres, Citicorp's local franchise and presence in : <' Net commercialloan write-offs in the dewloped economies Rf
-.

48'
7 *95 j the countries of Latin America. Asia. Eastem Europe, the Middle , vere $ 146 million in 1999 up frorn $43 million in 1988. The t : M ;j

1 East, and Africa serws a more traditional marketplace, where ; + | increase in net write-offs pnmarley related to the seal estate andj, ' ;;$ -

l C U& Q i business is primarilylocaland the demand is_for traditionalcor N , i everaged acquisition finance portiolios in North America.y
: Forfurtherdiscussion_onthecommercialloanportfolia,seel y J !y Spotatebankingandfinance.; / ~p "y 3,1 page324 f

'
-

a, >% $ A%u, 4gy;y p + '
. <s s, ,

g,,,,,,g,, | Werage assets of $80 bilhon increased $1 billion from last pat b ! d
p'3.. s Bothreturnonequityof18h%andactumonassetsof 0.74%S$ f l

"

1i --- : 4

i declined fromlast veatX o i w : + E o Ne Js.auammum . ; sese ' . i9ssai ; ' Wb W ' '
..

%b'2 " b3% iTotal Aewnue t.n ., .. 88,886E $3,898 m $'(42) (1)'
'** M ''

<

'm ^ '

$Q ^ g Bosneagles C WW d
$$e, J Provision for Possible Credit0(J197, ' 431 i l34fNN ~ NauenmC

_

1 ,

du 0 tossesd .. i. w,92 .%> v - < w n 4 .,
.- ,,r ,

N MOneratingExpenseiji 12,800 U2,511( .,97; _.14 _ S ' nee :

E Total Revenue 1 ; am . c. p' 81,416| s $ 1,096 L L $320 : ' -' 29 N[
g. eenausses. T . . .. . 4 816891 $ 810 ( $(159) 1 (20) ;

M8 Mrage Assets ($ Billionsh o SS " | Provision for Possible Cred!tf
'

W''''55} ] f ..[87- J .l .. p1

g | C 648 s 2600; ;(55)4NM yr ~M N Returnon Assets (%) c.M. s
1.74i f 193; 319)l ID55'S4 W M~I :

pperaung Expensen'"??D :
4-=

1.s
42 e7<dMk D Retum on Equity (%)*.* l. L. 98.9? 23.3 L (4.8):

L
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g , --

p rena m nanuwww=w ows = w a w own, e n newwe ar womt , 4;
h ;s wd.numpwowwa.wm .as . _ . nf

- Mrage Assets ($ BillionsJ.m : .17/ t17J .m M .i., 1

g 4. . pn .n nwa* *" P. M* "*d **d *N S* Return on Assets (%)m E . ' 3.36 : al.68F.58 iM l
N, WV. . nennnocuoemwnewer

96.6: < 41.9 -: 14.7 % e*<M :
~,

woamngu j : Return on Egulty(%)*; . :. ~ 4

,,
'^ '

.. .
SA ,4 L .... . appm ownamo.pnuenscungs wawo.nymwwpweverweane

%, yGlobal Rnance earnings in the developed econornies of ; c u*t nmmpwo.ne .1 ~. .. ._ ,. ,. - u , .x .'

W% :( last) eat The camings performance reflected a difficult envirort'

r '

8%n*,"cQ n,*"g~"$"""'""*"" **' *"" **W r W$651 million in 1989 were down $159 million from $810 millionJ Z ya
;E,

.
.

,' <| 7. y, ; . . ' if _ r4 g
; w eu = =ngu.me: y

. at f _. e & ment in both foreign exchange and securities trading, a weakert
-

>

di ' j fing in the U.S. real estate and lewraged acquisition finances

Global Finance earnings from the more traditionallocal bankg f)[ f#y
'

i ing business in the developing economies were $385 million, upQ* M markets, and a relatiwly poor performance in Europe which ;
' ' included a $68 million restructuring charge for the equities busii . 35% from last jeat reflecting strong earnings growth in Latin M ,

,

. . ANY f ness in the United Kingdom. The difhculties in these markets are f | AmericaandasolidperformanceinAslae j '
Total rewnue of $1.4 billion in 1989 was up $320 million, a'29WN

'

O ' likelyto continuein1990. ..
. - .

*

>

&' Motal rewnue of $3.9 billion decreased slightly from 1988. Net Increase from iast) eat The rewnue growth was spread across j ' ; 9
'M , L interest revenue was downytar to-year reflecting the drag of; the geographic regions and was particularly strong in Latin y t i j

, cash-basis real estate loans in the U.S. and the impact of high - ' America. due to local currency funding actMties in a volatile mata N !''

, Linterest rates in Europe, Customer transaction foreign exchange - ketplace. Partially offsetting these increases were lower foreignf M o,
* '

,d,y revenues, which are less wlatile and represent approximately; exchange revenues in Asia.* 7, o,
.

Q " , (one-half of total foreign exchange rewnuesJwere up) ear-to- Nar-to-year expense growth was 7%. Operating expenses 1 m ' ;j
tyeacThis increase was more than offset by lower interbank trad- , inaeased from $600 million in 1988 to $642.million 1n 1989.; , i

$ g;f ing twenues,which were down in all major trading regions,'Ny The net of commercial loan write offs and recowries in the t,

g ' M #9 lecting a clifficult environment. 5ecurities trading rewnues developing economies resulted 1.n a net recowsy of $7 m!ilion in; e q" :f

3;Pb % werealsoclownfromlastyeat Feesincreasedslightly) ear-to-1989, compared with net write-offs of $53 million.in 1988. This S ,
4{, d9 yeat renecting increased fees in Europe, p&tiallyoffset by the . . was the result of reduced net write offs in latin America. Asia W 4

@M M fees from the U.S. penslon fund management business which _# slowdown of deal-related fees in North America and the lack of . and the Middle East. For further discussion on the commercial a :
'

!3 loan portfolio, see page32. .
. .,

jdM was sold in the third quarter of 1988. Howevet venture capital Both return on equgy at 56.6% and return on assets at 2.26%' . j
W, > gains were significantly higher than last year as were the sale of acnieved substantial increases, while aveiage assets remained flat - j

g* flease residuals. Lastyear also included $90 million in pre-tax - compared withlastyeat
'

'

j
j gains from the sale of the U.S. pension fund management y,o

, J - 4 businessJ .l,
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.m,.E Mbg , 4. - oo m % e,,,,m,w nov, . Oticorp is one of the top dealers in U1 Gowrnment securities,1 < - 4

,
- -

the largest and most liquid debt market in the world. M also : <W;& '
-

E & 4E8888 $k, ! ', T , , y underwrite, trade, anWor distribute securities of many sovereign cp' ,

*

y g loans % h n . o. ..

m. V w ..g:9 Deposits atinterestwith Banis | , ; e, y ,p, n . a , ; 8 : 54A -
,

governments and U.S. municipal go ernmentsL Oticorp assists , . '4.

. through syndica*ed lending. note issuance facliites, commercial L s [t b' !
' .13A ' corporations and Anancialinstitutions in raising short-term funds ; ' '..#

f NsT 4 Securities? > q., . 7%. .y, (9A-,
4

gya$ng Assets, y 4M m . A c ,y;cy- T91 L papet and interbank money market instrumentt M also arrange y M",'4A long-term Anancing through private placements, rnortgage , Si H1,4 cceptances 1, s, a. ; , w .. y m . A i . y 4A-
q j Securities Purchased Under Agreements to Resell; . 'SA i backed securities, and bunds issued outside the United States.7 * '' M 4.

, Citicorp also may take positions, within pre approwd limits, that[i j#( Other % e . s f, N y : , m , g, g __ 1I.3 L g f.

$("?johWMos -
.

Specialized Anance is the generic term for our nontraditional h.tMf

~Mogu....... 18999A E 5 esult in a mismatch or interest rate maturities.e R. g. .- . . . . .

SpesieltsedPtnance " | ' , _1 .5u Nip' ' ,,.,

N
$ ' 38 8 : m

bevesFBearing Deposits " $' [' 'i[-Other Borrowd Money '. ' :. . . o;. a n. E.. %[E. . ,, ; kndng. br exampk, assebbased k% capwam asset funds ' p$m;;h!Non interest-Bearing Depos h) - SA:n ,

hg, leveraged Anance, and equipment hnance. ActMtes . 3

. Mude the whoksak purchase of aH w part of a cwnpan/s ; p;f f-* > %q
N

'' ''
'38.4 .

M J Acceptances ~ dle[$hre$mhntstoREpdrcf$abN11.6{@SecuritiesSoldUr
- - - 4.4 ,w

putblio of Anancial assets, equipment related secured lendingi *j

p% 'Other(includesahocatedequity). j . j m; ,, y _ asA . and km optbns to end es, keraged kasing. tax kasmg. g ,j,_

1 . 3 - - and wndor Anance to assist the manufacturers or sellers of y a;A , %]4 J . $199A = capital equipment.'
.

. 1 Q[ Q;' W
M f; peau . : $'

.
.

Mi7p; pmun=amwrmorwwwomme '
tejw eewnestnuwmanotDeumte Liquidly Insupones, Ptnanstal Guarantees, and Asset ,'

|nterseedhanen . s: ..
'B*

, ,(g,p
,a

te f included in this category are fees generated o' loarNommits W
J ments outstanding, earnings from guaranteeing performance by[( ', [Q fd

4 n,

y# %( geshalPInanosfeetincessebyProduct
*

another party earnings from financial guarantees relating to the p$$q M;
n. -

. ,..

p wmuoeocuC, ,

' <' nor*

U.S. municipa| bond business through our subsidiary AMBAC7W 2
>

mfd Core tendingM, , , a . , m , ;y , g .j; . $s 48
: and income from a,sset htermediatbn actMoes, s0ch as asset @Qg PR '/Ta

y&ForeignExchangeandHedging w. . .t. 170E sales, brokerl . .and direct placements." % W t ,, KM.
1

For newand emerging corppanies, Oticorp has established) [b MMR]
MDebtProducts/MoneyMarketServices . :. t Equity . Mj j&,..

; ', ; DOS?.s

fNd
, . . .

s Specialized Finance W sn , , & . . , . 1. ; , '211:-
3 .

d & Uquidity insurance, Financial Guarantees, and Asset wnture capital businesses in tne U.5,. Canada, the UK, France.; x! a%8

./W Intermediation = . , ;,e 7 9 . ,1 e , ,. . 121 Germany Italy Australia, BrazH. Mexico, and ArgentinaA NY W8M
% i Equity Products , % A & , ;. , ,. , , t 16 have stock brokerage businesses in .lapan, the UX; Australia,1 &@f0j, ,

M p. 1 Advisory" Trade, Transaction Processing, and Other. ,
'265 and in several other countries oerseas. In the U.S., where wei S ' yjgg' M , i , , , 6 . , , ', ' , 8g,086- . have limited brokerage poet we haw cowrage through Wpagy.p, our brokerage subsidiaries, Newbridge Securities, and lynch.).M$jp Q

., , ,

97- . . ,c

; lones & Ryan, a domestic brokerage Orm specializing in y ;heb 4 * My$
7. N.

%% N M EE N < institutionalresearch products. Both Arms are members of t -

>g , New brk Stock Exchange. Oticorp may also take positions ; 4 $ q.SMAl.PImiAfdW WSMBARERS:- '

3@a n Corelan eng ,.. , . f in the equities markets within pre-approwd guidelines.? Y" i'

' 1/My @yNet income in this product family renects our more traditional -AdvleerWItede, ItermeeWori Pressedrag, apul CIWeer '

lending actidies, for example, working capital loans, long-term ~ Oticorp has merger and acquisition specialists in 20 countries L WM Ji
Q g Anancing and syndicated loans to corporations, gowrnments- to assist companies in finding buyers or sellers and in structuring i 4" ~ s|
| yrand Ananciatinstitutions.' .

'thesecomplextransactions,Tracleincludesdirect Anancingof m @M
l

p?q9ereign Badeange and64 edging trade-related transactions, countertradeiand transaction processd4, . .

ing such as documentary collections. Also included in' the cate- SMa Oticorp is the world's largest foreign exct.ange dealet Oticorp
,

gory are cash management and earnings on allocated equity $)M
@%g| helps customers whose business, inwstment, or fund-raising ~

, -

actMties reach beyund national boundaries in obtaining currency
_

-njj
K and hedging currencyand interest rate exposure. Assistance is

~
,

|yd ;? provided through a variety of products such as interest rate and ~
.

.

' y', ''

1
( ; * 'f mayalso take positions within pre-approved guidelines in anticle

1"E *foreign exchange swaps, futures, forwards, and options. Oticorp y,

y
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ggM'U The informaion Business continues its focus toward a global i X ; L Overall the in8ormation Ilusiness secorded a net loss of $178 T ~ ' %..- . u s W.' 1 ' r , J
.

+
. - , , . . . :.W.

y'MM@M integrates batting, electronic publishing, and telecommu-system that distributes financial daabase services worldwide and b R million in 1989, compared with a net loss of $105 milison in 1988ci ' , .
y]#N@%' NAcquiredinmid-1986.Quotronisthecorecomponentof u' information imestment initiathes, and the acquisition cost ; 4 J

d N (The losses reflect. continued Irwestment in the espansion of :
'

rwcation services.r T [ Ouotron's products; markets and tednAogy platforms, other ; . . N

M; %; m :
, .' L. . .. ,

'

Oticorp's infortnation Business. It is most prominent in the ' of ON Also renected are $35 million (pre-tax) in expenses at )r ..,

M y domestic equities rnarkets in providing oreline, real-time financial Ouotror), related to severance costs in response to the overall y
' '

.

downturn in the retail securities industry and equipment '[ ..%Mp ; information services. It is moving rapidly into additional markets L
'

<

8 & ' for information on fixed-income securities and foreign exchange.; -write-offsfN : M % , .. 7' j . 4 W,,

%@ii, 3Other Information Business initiathes consist of the developt J ; llevenue of $282.million was down $23 million, or 8% from , >

d 0 ment of a point-of-sale information service that will assist ?
"

,

. . the prior) eat This decline was attributable to increased funding m
:p j packaged goods manufacturers and retailers in marketing to , f costs related to current operations and business expansiorf i fi '

4 n !* j consumers, and a trawl information service that will help ; 10uotron's domestic service rewnue was slightly worse than 19889 > '' "

' '

t 'due to the decline in securities industry activity and the lossW
X gp , corporationslowertheirtravelexpenses.y% -

,

, T i of major accounts.The decline was partiaHy offset by increased L > 3

: international service reenues from ouotron and from other p ', %M9Ae ansonnestenmusiness ,

% .,

-

products < t s K a' . . . .' f

N@g|
,. .. .

~ 9e8 99t. ' -% ,N Operating expenses of $565 million increased 23% from last 2:nw uo m mwee ' soap .q 1

9 Total steerrJe"I i . W 's .8 382L - $ 305L .$ |23)L . (8)n ' ye8C reflecting continued investment spending in future product i
M a[9 Operating Expense . . . . . 968 . 459. ? 106 h '23 ( and technology initiatnes, and equipment wnte+ffs and sever L

Mf. N2any . gppgg: '$l105) ' $ (73) (70) ' ance costs at Quotron. Excluding the equipment write-offs and B f

hNhh*ggggggj ; ' branceApegsesincreaseg$71mhon,p5% Ky
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Gf he csosshuder sefinancog portfobo% presents cross-boderirisks!At $3.3billson,therennancingcountresreservecontinuesloj ' N ' '
. . . ,,

,^
,,. ,

_

pd isndng to refinancing countries. Thir actMty has become highly , ' : glw Cit 6 corp the Aembility to reduce its exposure whjie still pro w -

M congeNaed and is esamined_ separa'ely*from local actMties in :viding new moneyJustined byindMdualcountry<ircumstances?, , i
~ ' '

s' , W% , , q^ i and re6ects Citicorp's almost unique long-term'iotal franchisetggfthcarcountries? W q/ ,t;<

'

'
.

presence, commitments, and prospects in these countries; ' | j f'"%ft ' % %b o

Medeum- and long-term exposure to rennancing countries was p;b$k N PENWBSe
-

,

$8.6 billion at December 31,1999, down $0.9 bilhon from i - "7
,gg, . ,,ep. . , e G. December 3t 1988c | .

' mW,J.y MWf ^;nJ', y 4, orgew en , ,4
, .e m m R2 :4

uy 11btainevenueb;w .A A ? 8i (99) $ 532 $ (622) NM , * Earnings in the ref!nancing portfolio also renect the crossi # D
% Ptwiston forPossibleCredit0 $ ! yMW . border interest payment patterns of certain rennancing countries.h c Xl'

% , . Lasses ; ;/ ; twt u 4 . M ggp1.. L 1 . 978 Ttml . Last year's results included $661 million of Brazilian posstorder 1 #9 ,

' standings lepresenting nearly two years of interest due bom) gp , 7T: Operating Expense . , &J.S : 9 : L PS M 84T . (9)L ()1)i , t
interest payments on cash-basis medium and long term outgi

'N W i

j- @' 7 80stInsasseMassa L . . :419;9Sti $ 278 $ll,429) NM

| (8) / 1 Brazit Whlie in 1989 only $170 million of such cross border N hpapproximately one halfyear of interest payments; in additlort the N ' I[3
:j

Mp g Aerage Assets [$ BilhonsQ, . . ,Jte.90$g<32
,d99g~ 12 , t (!). ! interest payments from that countrywere received, representing j''4

j RetumonAssets(%) 2. (12.82) ;

n 4 < Retum on Eguy1%)*94
.

' negative impact on revenues of cash basis Arge.ntin. e. loans'was W

-

H
v 8WRR. 57.9- NM '-

.
,

- . .
- -

- f-m
?yMnnenw.m%ne -emen.a. .enwiw neepmworm.m.a.w .wp % '

| ;n 1999? . i ;" ', |' H
'

: $27 million more than in 1998, as no payments were received g ; 9
M mwW%? , ' A My ' j j n' y4

Net commercial write-offs in rennancing courdes were P" ' gM|d97 WL|i! . f .
. ,G "$ Citicorp's cross-border rehnancing portfolio actMties resulted in N ; $577 milliort an increase of $169 million fromlastjeat Thesel

'

" '%
T ' : a net loss of $1.151 million in 1989 compared with net income in - ' losses include country write-offs of $501 million| including W."f: m

M M1998 of $278 million. Included in 1989 is an addition of $1 billion - E $395 million in Argentina, and reductions associated with actions c - y
N to the allowance for postible credit losses (taken in the fourth , , M, M

.

xtaken in restructuring Citicorp's exposure, primarily sales and; 4 'Pvaps of rehnancing loans |- . , ' Ap QN,pg ''ii M quarter) to prodde for risks associated with the tehnancing ports
1/ Fly blio. The additional provision increased the allowance forf f , For details on the refinancing portfolio, see the Internatiorg ] - H
$ , (lennancing country exposure to $3.3 billion at December 31.1989 i . Financing section on pages 26 29.M x W '7

'
4 4 s

- ,

# y&'%g,%,,4,M y& ,#

@@ M ,t;l le6ecting Citicorptjudgment as to the underlying economic /
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$ s i Corporale items consists of unallocated Corporate costs and other] " made in 1987. InCorTje taxes are attnbuted to the businesses on a ' W q<

SW corporate items, in 1989. Corporate kems resulted in a net loss of ; f ; local tax rate basis with the balance held at the. corporate lewt ? y'
,

3N J '%. )|' <+ + $51 million, compared with a net loss of $36 million in 1988J '
'

k7 ju included in Corporate items for 1989 is a $180 million ($77 million
0 0

'' 7 ''N W Bea m s '-

iafter tax) gain from the sale of premises in Tokyo. Gains on the ., . .,, ,J
b1 & sales of securites from the irnestment portfolio held at the corpo- esse ' . 19er i vw.Y 4 C J>.mumercoum - 4 -

$W rate level, which are also reRected in Corporate items, increased i TotalRewnue. . / E. o . $130a E60)1 $188s "NMt N
MM $48 million in 1989. Corporate items in 1988 included an extra- ; Operating Expense > . . a ' 253 + ' 233.1'19i >;8; 1,

& J oedinaryitem of $160 million of canyforward tax benents related : Oderlames)< J . ' 81811 ' ' $ (36)! ' $ (15) 2 " (42)b"
' '!. . .

-

yd i to the $3 billion addition to the allowance for possible credit losses g we,, nm,nm
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9;:N The ) ear 1989 brought fundamental changes in the straegy for q%p(ments on the hrst three packages under the' revised straegy-f ' ' -
- < ,

,

o Dunng 1989, commercial banks negotiated preirninary agee e

g managing the internaponal debt crisis, The effects of thosep
'

% *^ M ;1N stategythat had been foliomed since August 1982,v$en h@D vere underwaywith sewral other countries on WluntarydetE , ,3 changes, honeet remain far from cleat J . W'SQ with Mexico, the Philippines, and Costa Rica Negotiations N,

p
2

_

/, yfMS
'the debt crists began, focused on new money as the comerstone y% iThe itvee agreements negotiated are al! different, .J 369 they ,

reduction agrecmentso .n,

$, 1 of the financial packages that commercial barts worldwkie ?
'

assembled for various restructuring countries. Thois packages / N differing circumstances in each borrower country The Mexican ; .|
% provided the countries time, by postponing debt repsfments4 W agreement offers creditor banks three basic options-enchang c*

1 and resources, in the form of new money to help them impleh ' f ing debt for bonds that reduce principal, enchanging debt for J ,#

,

f ment the economic retcrms necessary for them ewntually to ( bonds that reduce interest payments, or lending new money Thef/
.

,

W i grow outof the debt crisis.; E ,.m 1 n M , , Philippinesagreementhasjusttwobasicoptionse debtbuy w|," 'a

:Theemphasiswasonburden-sharingandcooperationg fg _ backandnewmoneywhiletheCosta,Rican%,..mhasnoC * ix 2

M 1 among the Vanous partses-Deditor and debtor governments,1 ? new moneyoptionJ , y , , sib d ,t ,M
W M 7 the intemational financial institutions, such as the Intemational y p p , ; in keeping with the new strategy the three %,mn u , C ,

;?M Monetary Fund. the %rld Bank and regional development b ; , strongly emphasize voluntary debt reouction over continuing P:
,

q[ flows of new money in these packages, all the public sectorT ,$D W K banks,andcommercialbanks.Thegoalwas tosupportstrong L 1 >

resouices are devoted to encouraging debt leduction3nhance gmQM r a economic reform programs that would allow the Countries to ?
t/? i seturn eventually to the voluntary capital markets'where they] | ments for new money a'e underemphasized or ignored comQ Q w

y' ? fas developing countries, could raise the incremental fundt they , pletely Many banks feel that these signals, and others that thefQ A q
.

;i will need for their future growth. New money exercises, which;-are receMng from some public officials, stress debtleduction 4k ?
,@A i encouraged large numbers of credcor banks to continue lending ( only not new money and they are responding accordmgly $ A ,

@ : to the countries, clearly vere consistent with that goala .|Q Howewt the resources made available by the public sector toi%

. A g support debt reduction are proving insumoent to meet the@ g
, m tthesametime,voluntarydebt reductionprogramsgrew'in) V expectationsofvariousborrowingcountriesand,generalWton ' qy ,

% ;y@ | ( importance. Under such programs, creditor banks may tonert 6h
L packages for Mexico and the Philippines, Both countries needed{, dp *
resolw the debt problem. This insufficiency was apparent in thetheir loans to a country invariably at a Icns, into different instruV

% y ments-for example, into equityin loc business ventures or : , ,
WF * into bonds. The indebted country gains from these conversions" incremental new money from commercial banks to _ help finance W-

$ ' N to the extent that it reduces its total debt at a discount to face - ) the debt reduction optionsin theirpackages, Wpq m E y ' .

1 value, Homewc the country takes the longer-term risk of liminng . ,The cunent underw.phasis on new money raises a more furM

|$| 'ih ; b[ lts future financing: Banks that have taken losses on loans to a f < damerital concern. Many developing countries will continue ( y"

W < orrower are less likely to lend again to the same borrcwet : 3 , to need some new commercial-bank funding over the longer , ;

4 : Progress was made under this new money-oriented stratM term, as they have in the past, to complement their own savings, , ,' ,

J % C egy With support from commercial banks and other creditors foreign inestment inflows, and funds from OMclal sources b W4u

;manyof therestructuringcountriesstartedreforming;priva-R y At debt reduction programs--particu arty twse invoMng i gl)y;fl tiring, and opening their economie$. Chile, Uruguay Mexico |and i Ldebt-principal reduction -basically encourage banks to end their f.G" ;lending relationships with the participating countries. It is approg .'xd | the Philippines, all of which have returned to growth, are exarn / '

' pies of how the r6ght economic policies can work, There haw i priate that some banks, consistent with their business strategies,? K' / *;

|,. ! been a few though small, Wluntary market transactions, by Chile " choose to go this route. It is also appropriate that such banks do B i

49- i Mexico, Uruguay and Wnezuela.i Li . 'b : so through burden-sharing, by Wluntarily taking losses through
A j | ; ' ) Some of the countries, hcwevet have so far failed to make the debt-reduction programs that, unlike discounted sales to third g

; ; f , W necessary economir; changes, and progress owrall has been s ._ _ parties in the secondary market, pass on the benefits of those L +
,

h pfi A slower than many of us had hoped, in March 1989f U.S. Treasury , lossestothecountriesthemselves.NV y s
7 y "65ecretary Nicholas Brady proposed that voluntary debt reduction :

. national lenders, Citicorp included, that haw a commitment top 4 V
At the same time, we believe that there is a core group of inter-7 " ,',

' f I by the commercial banks replace new money as the centerpiece
the future of the dewloping world.These banks would be 2 m 'g

; ^$ e of a changed strategy He also made the point,largely owrlooked
,

5 ' t since, that some continuing flom of new money must remain an willing, under the right circumstances, to continue to support | ;e

'f, l essential part of that strategy in response to the Brady proposals, those countries that are making serious efforts to re t [their)"; W'r

A . the intemational Monetary Fund and the Wbria Bank agreed to -- economles. ; . . ,. jf..... . _.
7

. Consequent $ commercial-bank financing n*g" should be i a
%gqWoffer certain resources to back debt reduction for countries withL Vlable economic progra Thk backing includes loans from = designed not only to provide exit instruments for banks wishing

^ ~

y $ ; those institutions that the restructu'hg countries *n use to buy - to leaw, but also to (mcourage a core group of banks to continue ,
wsf L ackdebtfromcommercialbanksataJtountas toguarantee lending to the developing world. If this does not happen, many zb

m f principalandpartiatin!crestpaymentsonnewobligadons - developing countries will have to rely exclusively on capital flows "

W ^f exchangedfordebtthroughwluntarydebt-reductionprograms,
from offdal sources. Recent history suggests that this depen-y

~

dence could sewrely limit the growth of the developing world. ='

-Z Specifically Citicorp supports a more balanced financing
W approach for future commercial bank packages-one that, in
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g M addidon traciuntary detM eduction, ecognizes the importance[ , f As a percentage of Citicorp's %) billion total crrss border claimst
~

>'
;

S qaf condnuing r7nvurry Dows and seeks to encourage themf j on third partes in these countries, this portion of the allowance ;Mf y'N

g%iwWoptionscouldinclude,torexample. trade-AnanceQ F was32%atyeaeend19892. , .nW '
N m ,;

,

N bdlities Onlending, project Anancings,new moneybonds, debt m X Adding the 3901 million cumulatie amount of count,ywrits c!

,
'

Wyk aquy c,onersions, and co-Anancings with the MWid Bank and 3 J offs that haw already been charged off against the allowance , ' i '

J g egionaldevelopment banks. None of these options would t v together with the $3,205 million aliowance amount gews a total L - '

l MQ necessarily seguire the use of creditor-country funds. y (of $4,086million,equivalentto44%coverageofsimilarly . A-W
~

4

:

g$gWIt am further concemed owr sigolAcant increases in anea V ~ L t adjusted medium 9nd long-tarm claims. Country write offs arey '6 i

g@ Mages in interest payments to commercial banks by a twmber of ym Kthose write offs that are_ based on countries'lbeign cunency
y, pqqf 5 q

f countries $ince the adoption of the current debt-management / , i debt-servicing problems,as opposed to write-oft related to L A i 9 ' ;

$pps
stelear in some cases, this dewtopment may reflect a perception Y > credit pr0Gris ofindividu6l commercial borrowers in the 16 d ,, j

,

Gy p[by those countries that the cunent strategy condones their use of 6
) nancing courstries.% 1 .as J f, 1

anearages as a form of external Anancing. The internationali j ' 6During1999,theseAnancingcountryportionof theallowance5, " *,
. ..

' '

@d M(Monetary Fund, for example, has broken with previous policy? 4
by - was charged with $590 mihion of country write offs and losses ? p % ,

and is now willing to disbutse resources to countries that are in f ' | on loan sales and swaps.There were no write offs based on | n "M

C s NW fcredit problems of Individual commercial borrowers in theseJ A d ,hM
%%M|anears to commercial-bank creditorsJ6The anearage problem, if not addressed satisfactoriW will haw , ? countres, and the allowance was credited with $13 million of 6 i ; ' MS

d[VMimportant ramlAcations fbr both creditor banks and indeted W@g. N recoveries of such write-offs talen in prioryeas;w . ' ' -'

^ A
%. VK countries. During 1999, some ced". ors, erm.tuding Citicorp.'. 1,C increased their cedit loss reserv.uign#Acantly reducing emn@M

#5 #;4 fef i @'~'f '
,

~ I; ' M@ phMM e

NQp ings. Many of them cited rneunting anearages as a mgor reascn; , Wause poussM, , M, u , .

4ggContinuing arremages obviously will make it irTreasingly difDCult L .. ! ! se.ep ' ' 19es ? , '198F % , b
$QfQ C0mplete future Commercial-bank Anancing packages jbr Mt OahatJw J * ;6 N# M4

Ma the countries in question and, therefore, will fetard the r efforts to ) > r erWIIBMPareteePM N A
'4

'\ / 5' ''

- -- - -

- w$Q r%'g}q
5 Mleturntothevoluntarymarkets/U t.' 29 4

i % Given these problems and the~resulting uncertainties, $we S W' Wuw anH' orQ' %p g! v e -h ; | W'
t - Mm -

-

.

NbEhewe that the cunent strategy has positioned the debt crisis at a f TadeandShortTermgg/i S; qlA: 9 q; {y,8 gy
I 1 1 g

a% turning point. If not managed carefully the strategy could undergOetteetg 4 %py$
.

* f ,. @;s j[
,, m, r_

yW mine the progress to date and leaw future !inancing for much of- !Imestmentsinand Funding ofj t uF "
,

,

p W the developing world entirely to governmentM sou:ces. lf man j : : Local Citicorp Franchises.O y , - .7 | j7j MM.8s W
h$ aged carefully howevet with a tenewed emphasis on coopera :- Equitylnvestments% & SS VJE 'F Wu lj'

.

Q@k tion,it could alleviate the situation and set the stage for the W-
,

"
,- .. .. m, %

M [ewntualseturnof someof therestructuringcountriestothe, ; NW*"*DN*'F 1 L &.
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W 1 Ing countries toward the resolution of payment problems. Oticorp ; 2 On February 4,1990, Mexico and its major cuii ivocial banks for( C,

## management continues to evaluate these dewiopmmis and their) . mally signed an agreement cowring all of Mexico's $48.5 bilkon D M .J

medium- and long term public sector commercial bank dette q;'(g ; possibieimpact on Oticorp's financialconditioyk7 | ' 4 -

7, g .qg y (Oticorp's share of the afNted debt is approximmely $1.6 billion C|
; out of its $1.8 billion total medium- and long-term outstandings toS( ' '

"

g3 &11
,, , ,,

'$ SIRAEIL _ .. 1MV% C %6 " .. ; '

WM,11n October 1908, Braziland its bank oeditors completed the signingf ^ ; Mexico as or December 31,1989). The financing package oftered " , 4
W ' f of agreements relaing to the commercialbank portion of tneCw each ceditor bank a range of options including principai reductione #

2 country's external f:nancing plan, The agreements included a total , (interestreduction,andnewmoneyoptions, f M Mf e , f i;,
f@ | | Undertheprincipal-reductionandinterest-seductionoptions, .. |

Ss$p{g of $52 billion in new money facilities (Oticorp's commitmentfapproximately $346 million), a Multi %ar Deposit Facility Agree s fceditor banks will exhange their medium- and. long-term loans y v
;h y ment restructuring approximmely 562 billion of medium-term debt s j j for 30-par bonds to be issued by tre Gowrnment of Mexico, PrirG p

W ; (Oticorp's share $3.1 billion as of December 31,1989), and the main % : clpal payments wfil be collateralized by U.S. Tleasury zero coupon f
i 4 tenance of trade and interbank comm!!ments of $14.4 billion a 3 . f.W obligations or comparable collateral. Eighteen months of interest 7

.

g;f3
,

j,L _ p'eviously agreed upon lewls (Cricorp's share $660 million). Thew : payments on the bonds will be bacled by a coitateral account. ; ; ;
,agreementswere escr e n e a nib di d t ilJ Oticorp's1900 Annual!

s._ , 7. 3 .. . . .
: loans at a discount of 35% with a floming Interest rate,of theh " ' "b '
. J Principal-reduction bonds will be issued in exhange for existingd ,

i' h
N ~,b

fleportandForm10-K.E
London Interbank Offered Rate (UBOR) plus %%. The interest- d,

R' [.. tinNowmber1988,thefrstdisbursementof $4 bi!!ionunders * .reduction bonds, which will be issued in extienge for existing j 7- the 1900 new moneyagreements was made (Oticorp's 1 A

% share $301 million). In April 1909. the second disbursement * iloans at pat will bear interest at a foed rate of 625% The agree a s

" ' 'm.T of $600 million under the 1988 new money agreements was a ment also prcMdes the creditor banks thM select debt and debte ^W '

l made (Oticorp's share $33 million)cThe final disbursement.-- 1 service reduction options with lirpited value recoery opportunities s
%M Gof $600 million was subject to certain conditions precedent C 4, starting in 1996 subject to,certain limitations based on Mexico's ? , *

"*<A . that were not satisfied, and the commitment of the banks under L real revenues from oil.. _.

such new money agreements terminated on Septembei 30,1989. , , CreditorbanksthatprcMdenewmoneyvwre'askedtocommit) [~j %
M in June 1989, Brazil suspended interest payments on its 1f,4 ,- Lowr a four-war period a total of 25% of their existing medium- and ?

long-term loans that au not exchanged for principal-reduction orfOs 7 medium-andlong-termcommercialbankdebt. Arrearages! x g*

[M J $194 million due but unpaid to Oticorp. At December 3L 1989,14 heached approximately $4 billion atpar end, including ' '' _ ( 7 interest-reduction bonds. The new loans will be , repayable in 15 ;u
3 ears, with?> ears grace, and will bear interest at UBOR plus Wif%i*

L C Oticorp carried its $3.3 billion of medium and long-term Brazil % New money options will include fadlities for trade finance, onlerxV>

& t, ;outstandings on a cash basis.1 _ _ ._. i " ~ 'ing andnewmoney bonds. _ b'
., _ _ .., - . '

''9 ' Negotiations on the foreign debt are expected to resume in the E ~ Oticorp has selected the new money option described abow i * '
.

3 second quarter of 1990 following the inauguration of < , .. T 4 with the resulting commitment to extend $394 million in newy
1 President-elect Fernando Collor de Mel,lo on March 15,1990fQ.a* YM ,cJe ' ' g F s: . . t..Ax n - ,- %,
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Wamoneyof which $231milhonistobedisbursedin1990andtheb 7.OpWIICCM2fTWIES ' ., w m,M >

., ,y . . ,
Q ; During1989,hgentinacontinuedndt'topiyinterestonitsC ' d , '>'

@hg % Debt-equity cornersions'will be available to red!!or banks 1g ? under Mexico's privatization program, as well as for certain infra 1| N Citicorp wrote down $185 million of its medium and long-term ; e "M ?
i ' Qemaindedn1991and1992. .O

~

J medium- and long-term obligations | In the second quarter of 1989.h
.J

g X structure prqjects to be determined by the Maxican Gowrnment i jhgentine exposure. In the fourth quarter of 1989. Citicorp wrote / | :

p , ; in an aggregate amount equivalent to U.S. $1 billion of debt ' t .*dcwnanadditional$210millionofits medium andlong-term 6 A , '
y annually owr a three-andyone-half year period. f' : Argentineexposure.Thewrite-downs,whichwerechargedM M f

%. against the portion of Citicorp's credit loss allowance attributable 3 m q
:yvw- in s

to the tennancing countries, reduced the carrying value of thej]f , QM CItancesin ^ - - nin Beaullansi80eutee ,

, youtstandings affected to 60% of face value, t . t a i -'-,Wg
FAtDecember31,1989, Citicorp'scash-basisbanskiArgentinay' A N

-

g U uu,moroaus 2 " O, m- ' envio < > ucxicoT''

9% $,4esee4snueOuessenengs'NTotal Outstandings at December 31.1988 p .P $3,951r J $2,288 h I "'e approximately $564 million, representing substantiaiy aill" j@ ykQ "O' - (3)1 ' 4e impact on 1989 earnings of nonpayment ofinterest by ? ' #g'p@
'

; of Citicorp's medium- and long-term outstandings in that courytry r qN -
s

W Net Change * ~. w Z. 7 .v 2 T(19); '

. . .

M 7000ese4% 1*E i/ hgentinawas $102 million pre-tax. f .. N A , L ' . F' a(

Q TheaccompanyingtableprovidesadditionaldetailsatDecem-$y ' '
-

gM Interestincome Accrued % . A. m ' ~ 41617
ijk JAdditionalOutstandingsG . J-

i ber 31,1989 of Citicorp's outstandings in the tennancing countries Sg '|% m.Q =11i '209 . n
. and also indicates the amount of local and foreign currency Cash N :MMCollections of Principal y . M fw & . (128 9 J (43

7.u i Collections tsf Accrued interest * 1. >.w S I i1 '' - basis loans in those countries, The sixth column shows the < NM W 1'(211 '

; estimated after-tax impact of cash-basis loans on camings kNhe h$h$ ';[OtherChangesp . g ,1W '. 4 r ; v 38; ' 171 1i

' Mposaoursenssomsesernecemosase, seer .' $3.927 * r $2.169 + . acar ended December 31,1999.The amountsinclude interest MS+P -
rew'rsed when loans are placed on a cash basis, plus the cost ofh {WY D ly aspmere trade codes w vmtm orpoun wwh orghs nwuram of one par a m .

,

a$n = wnsm,wwerenrmmoowboraerandw ncunencyeumagniudemmcomecarrying the cash-basis loans, reduced byinterest recelwd in; y s Q 31use o o
i maan n swe and su mmon m uraca and iucn ==-n meiw w wsn was ' cash andlncludedinincomet 1 u', P

-

- #' wImdi' s . $Ms mooncprard and 6214 mooninMmuco u . L , ,
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W(y. d hk rFWnagement 'k a fundamental Concern M all lenets M..i. .
',-%ig[y

"
u xe me, ,

' $. Every credit transaction must hane the proval of thee lend .,5 M
sp e Chicorp. The core elements of Citicorp's risk rnanagement polii "ingomcers,eacheuercisingindependentJudgment.Forlargef . | g.M

c.

M < , i cies'me dhersification, decentrahzation of management, strong : J lloans, two of the three lending omcers must be senior cedit ofW * " '

$gf M cies, and an independent renewprocess byan internal audit 2fbglinancial and operating controls, cornervative accounting poli , 4 ' cers.Two-thirds of the senior credit omcers haveduect business ~
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$%g4 fstaff of credit specialists who not only monitor the quality of the i fMtomers and the,rnarketplace. Their decisions are supported by a ' , ' (levels deviate from business pront models, the seasons for the;% N ;W %g4 ;
dp

_

variance are analyzed and remedial action is' undertaken, This
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Qeanahecal purposet Citicorp views its allowance as attributable tol ,
DThe following table summanzes Citicorp's recent consumer, 4 , fp(Q

@Qp[@yf Zthe Ipilowing portions of its credit portfolios. ,7A< Fcreditloss experiencet >
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? ' ' ' ' L # @ cas D 2 answM' ?6so,W,q@IS
M9 Attributable tot , f ' , De M. < N1, * /'' N,ort

$6 ConsumerCreditsy . . g*8 $885? ;$ s 786? '$ 7 819 : yi eims " t = mass n 4 eens ! y sois1 m t '
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m year end _1989, up from'2.82% in 1988, and down from 335% in D ~ - - -
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g end of 1989 and 1988, compared with 1.03%1n 1987. The come , - c.%- 90 g
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m}giattribuiable to cross-border and foreign currency outstandings 4 ' M While the average domestic portfolio increased by $3.4 billion i Sy
bd in the refinancing countries was equivalent to 38% of Citicorp's3 ,

tto $68.3billionin1989,thecompositionof theportfolioamong ,N j r
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$ #$8.6 billion medium: and long-term loans and placements in i 1 credit loss experience categories remained relatively unctanged f !t
% f thosecountriesatDecember31,1989. Asapercentageof . i from prior) ears. The average international portfolio. WhichM. i *# '.
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d?N end 1989. The amount attributable to other commercial credits o ' + ; Net write-offs as a percentage of average loans were 135% forJ, ;, M A.

y#7 stood at 1.10% 'of related loans. p t W M[
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,w:( - j W o O the) eat compared with 1.50% in 19CS. The 1988 net credit | losses P, 1
4 N, E' V-
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, , and certain automobile lending businesses,|which were classip$ K| @$ oj:
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$p %The profit dynamecs of consumer lending are such that each -R | product has an expected lewl of credit loss that is generally a ( . J. ' of this one-time charge, the net write off ratio would have been K e N fM
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i
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, g. x% ? Mortgage delinquencies inoeased considt5 ably in the U.S... CO888MACIAL PORTFOMO n = _ g ;g , ]+ 1,
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. rg ". during the yeat The home mortgage portfolio is geographically (
.

1 n commercial lending, the amount of losses.as a percentage i p1

'. diersmed,vellsecured,andof relatielylowrisitWhile C '' ' , ; of outstanding lotns can var)/widely from period to period,K j " W

, ,i , , (mortgage loans of certain vintages and regions are showing; ' , L and is particularlysensitive to Auctuations caused by changing & < W.
% >

W yginceased delinquencies, the ultimateimpact on future earnings ( , o f economic conditions. In order to' assess the risk characteristics i e

y M is not expected to be material. The increased delinquencies inj of the commercialportfolio atyear end 1989. Citicorp beliews -
' '

;$e # loans in the category of medium credit loss experience. both ::t"9 other consumer loans during theyear are primarily attributable tom H.it is approp(late to view the portfolio according to the ( ' %@
#.

yp%@ domesticallyandoverseas.v
elements shown in the accompanying tablea ( , f
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@9 %p; Citicorp's policyfor suspending accrual of interest on con :
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F sumer loans varies depending on the terms, security and credit ".
f 7 loss experience characteristics of each product and in consideri ( M
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W ' > e ation of write-off criteria in place, Consumer loans for which L 4' % * i .o J - * A > sun d..,
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hoe m@on%% @ |,
! L4 >
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, @ d. 1 mortgages and $1,230 million of other consumer loans at; , + * , . a ' now; - ween]* '
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d::CommercialandIndustriaQM4.406$, $ 817 36% 3409thMortgageandRealEstate . u 11,791M 39$.33%N.y s . consumer loans at the end of 1988, reflecting increased loan vol .
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'
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MM OveresesFlore8elle 9 . _ T tion of lewraged acquisition Anance. As with Citicorp's previous 1;
@, mile the principle of broad dwrsification acts to control risk . ; definition, the amounts disclosed for fhighly leveraged transac- cx ,

QNin the cwrseas commercial portfolc as it does in the domestic ; tions" include substantially all claims on the subject company*
1

% > portfoho, steps taken in restructuring Citicorp's exposure in ; .
,

s-and are not limited to the lewraged Anancing itself. ) , ;i ,_ ",

p i the tennancing countries led to increased feels of net wnte-offsq g ; Citicorp believes that the risks associated withlewraged i _. . . 1" .

g%N OvereensCosmassebol16stCretSth
. sustained period of rising interest rates occut leveraged Anance L s

c ( finance actMties can be prudently managed through sound risk 9 ,,& %- * >
<

. management techniques. Should an economic oownturn or i *'

n >-

mee . me .<

g@4 y.meenv.we
'> < -

borrowers may expstience a decrease in their Anancial perfor-C '

J 4ennancing Countries) .3, , 7. ; , , t .H $577: c$408 mance greater than that of other borroers, and as a result the b y mgg WAllOtherg. N q. A Q. uyayg , ,17 ' '22 risks associated with these trarsactions may be higher than for h
fotherformsof Anancing.Houwvecleveraged Ananceisnotariskh ('!f 1finsed ' , 7 & '$996i $430' ,.

, , . ,
'

$NM g& " . m
- 4 : , ,-

associated with an industry it is a financial technique. The many ' %mf,

g%y%; Excluding the refinanting countries; cross'-border and foreign '
,

i o E - -- -, = agement of this technique includes, in particulat the diversinca- # Ng tionof th(portfolioamongindustrygroupsandadherenceto N C M

%gp cunency loant net credit losses on the overseas commercial portnlolio of $17 million in 1989 and $22 milhon in 1988 were well a ,iL strict nsk asset acceptance criteria established spedAcally for these i ' |
'

' activities. These criteria provide guidance on the types of borrow 6 O &

Q a, belo*1% of everage loans These net credit losses are expected ,hrs and tensactions tbt can be conW howthe Fansacs j> TSq
to increase in the next 12 to 18 months as a result of weakening - tions should be structured, and the loan syndication process. Also# %

h4 markets in certain owrseas econorrJes. While losses in commer- |' mportant is the range of expertise that Citicorp brings to bear on i e
' transacticm in both line and rWiew functiont In addition to the? [fg i plat lending are not statistically predictable. Oticorp expects that

y gjowr the next 12 to 18 months its net credit losses related to this ' senior lending approvals required for all large and complex teans 1 !1
,

41 yegment of its portfolio will. remain substantially below 1%.of: , actions, all leveraged finance proposals are considered by units T W,
y average loans.T , . .. , . . . , . , . : staffed by specialists experienced in this actMty or in the appro 1

'

n m
g g Refinancingcountries netlosses;whichprimarilyrepresent priate specialized secured lending actMr 's !

**
.

4 , swriteeffs talen based on countries, foreign currency debt -
/ At the end of 1989, Citicorp was a senior creditor Ibr approxi-Do e ' ,/g servidng problems and losses on sales and swaps of loans, are .

@ C; expected to continue at high levels in 1990, as Oticorp. continues .mately$5.8billionoflewraged AnanceloansintheUnitedStatesb ~ / 'c

the substantial majority of which are secured, with an appropri s

g, A to use the flexibility provided by its credit loss allowance in . ' ate margin, by assets and/or shares | Approximately $1.8 billion of i .
restructuring its exposure to these eountriesi' - this amount is irr.luded as a result of the new regulatory dennie ^E

'

4 p% leveraged Asqtatalaton Ptnanos Aselv8bles . ..
. 7

MQ tion, most of which relates to traditional specialized secured 1 *'%
3 : Lewraged acquisition finance activities involve client transactions .

, mately200 obligors in approximately30 industries industries forS . " L *N'
* tending. The diversified domestic portfolio represents approKiW -

s

& for the acquisition, lewoged recapitalization, or management ,
pa . buyout of commercial and/or inddirial companiet yth financ- \ ' which lewraged finance outstandings exceeded 10% of domestic ? #
Q ing based on cash now and/or esset sales Oticorp's involwment . leveraged finance loans were media / entertainment {$12 billion) ! 'm.

gg gin these actMties includes the evaluation and structuring of trans , ; and retall/ wholesaling i$700 million). At year end. there were six3 *
b f pactions,aswellasfinandng'arriloandistribution. ,

,

1 ndividual domestic borrowers or groups with exposures (includy "i
3 n October 1989<the feders) bank regulatory agenciesjoin'tly ?

. . . .
s

I
:

i ing loans, contingent liabilities, and unused commitments)1 4,

Q j issued a new definition of'' highly leverageo transactions Addi" . owr $200 million. Outstanding loans to these six customers - ', .f
hymtional interpretive guidelines were provided in February 1990" amounted to approximately 1900 millior( and lot two of these i

' '

9 , Under this definition, a banking institution is considered to '
,

g$198beinu:9ved in a highly leveraged transaction when credit is 'groups, there vere condngent liabilities of an additional '&

$j q g extended or an investment is made where the financing transac-$900 million in connection with consumer recchraW tinancing i
- arrangements in total, there Were unused commitments'and ' s a

i tion involves the buyout, acquisition, or recapitatization of an
;g 3 existing business in addition, the transaction must either causecontingent liabilities to domestic leveraged Anance ' customers R ';

; of apptoximately $3.6 billion at the end of 1989, a portion of ; ' .

(gg y liabilities to total assets higher than 50%. or otherwise cause thisg the client's liabilities to at least double and result in a ratio of total' which may remain unused or be sold down to other financial f , * O
institutions in the ordinary course of business. There were other2

"

w pratiotoexceed 75%1
- - . transactions at various stages of discussion orpreliminaryi - r

h The folloMng disclosures encompass a' ll activities that meet
, Q@3 the new regulatory definition. The application of the new regula-' commitment. At December 31.1989, the amount of outstariding & >, mg domestic leveraged finance loans on a cash basis status was J
gy ; tory definitioncauses certain types of traditional specializedC $318 million -
g qsecured lending to be reported as highly leveiaged transactions. . Citicorp also engages in similar lewraged Anance activities : . *

gg Such activities were not prwiously inclJded in OtiCorp's defini- outside the United States, with outstandings of approximatelyJ
M' ; y

~~

$2.1 billion in eight countries at year end, and was obligated
J

"O' ? M under unused commitments and contingent liabilities interna- ~
~
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+% f tionally for an adclitichal $11 billion. At par erdthere were &Cosh 4 asis and Renegseleted Commmerelal $asins 'j , (q
, , g 3. m ,,

% four indiwdual international bortcmers with exposures owr 4 : , , / Cash-basis (nonaccrual) loans are those on which, as a result of : n;7

t N $200 milhon. Outstardng loans to.these four customers amounted . doubt as to collection, income is recognized only to the extent 1 e
,

J PD apprommatey $1.4 bilhon. At December 31,1989. the amount, ' that cashis recchedsRenegotiated loans are those on'which the c
,

f : of outstardng intemationallewraged Anance loans ona } ; rate of interest has been reduced as a resuit of the borrower's :
'

.
.

..A<i dnability to meet the onginal terms | . . y, fj.~s'

p ,'
4 cash-basisstatuswas $89million.s QF
' f The amount of Citicorp's exposure in the foregoing actMties c . o When it is determineo as a result of evaluation procedures that . ,1;

<>

M ;thepaymentofinterestorprincipalonacommercialloanis; n m H
f ' ? Jiuctuatesasnewloancommitmentsaremade,thenasthese ..@ commitments a syndicated, and Analty as loans are funded and -doubtful of collection, the loan is placed on a cash {nonaccrualj / E|

1 basis.Whereinterestorprincipalispastduefor90daysormore. ' 1' ' - then possibly further sold dowrt Citicorp *s general policy is to ,

h J4 f commit to amounts suf$clent to enable it to take a lead position , 3 Lthe loan is automatically placed on a cash basis irrespective of ( ' ' +

Q ~ t so as to control the structure and documentation of the - ~ i' collateral or other favorable prospects. Anyinterest accrued on a N r$ I
: Y ;!L LM .

.

loan placed on a cash basis is rewrsed and charged against cur @P , ,Ltransactiorti . L,*
'

.
e Citicorp also engages in lewraged 6 nance actMties through : , ; rent earnings. Inte6est on cash-basis loans is thereafter included S %

'
,

,

, ' J subordinated lending; and through equity transactions in its Wn( 1 in earnings only to the extent actually recehed in cash. Cash ;MMW j'

4g -~ ture capital actMties. The amounts outstanding in these other a s . basis loans are returned to an accrual status when such loans are P
M "iactMties totaled approximately $800 million at December 31.19894 f

current as to principal and. interest payments, and future pag [' #
:

'M jf The amount of subordinated debt on a cash-basis sthtus at f S merys are expected to be made on schedule /. y M;.i S
9%: December 31,1989 was $95 million. Significant gains were generu | cCash-basis and renegotiated commercial loans in refinancing ;; o,e
%oNated in the wnture capital actMtiesf 1 y 2 . . .,. ~ i ;countriesof $4.6billionatDecember31.1989decreasedfromW g
n$6 i (The substantial majority of fees recched on syndicated loani ' 154.8 billion at December 31,1988. Included it thepar end 1989 L : 1

cash-basis and renegotiated loans are $3.3 billion of Brazilian and % ,
gg| <s s transactions are recognized in income only when the syndication ;,10.6 b!8 tion of Argentine medium- and long-term outstandings.ty -D @ complete, with the remainder deferred, where necessary to '. .

T &qg{ produce ayield on the retained loan equal to the awrageyield to - 11he decrease fromyear-end 1986 is primarily due to countryW i x"' 'jr
the other syndication participants. Fees and commissions recogy ? wnte-offs of $501 million including those in Argentina of ? ^J~,

.

'

O, % nited in income during 1989 were approximately $207 milliort
. $395 million, as well as reductions associated with actions talcen y , .

Approximately $130 million of fees were deferred at year end.- in restructuring Citicorp's exposure, primarily sales and swaps y
' of refinancing loans. Partially Offsetting these decreases was M,1. 3W 3 J Citicorp's credit loss experience to'chte on,lewiaged finance ~

.

* i W i . actMties has been within the margin provided by retums earned , Citicorp's decision to transfer $305 million of additional Brazilian %
b< > y on the portfolio. Credit write-offs on al!lewraged Anancei . exposure, associated with the rehnancing completed in 1988, tot +

fp senior and subordinated lending, net of recowries, amounted J cash basis during the fourth quarter of 1989A L g ) , y C , i *
~

+g ,4 to approximately $105 million'in 1989,; 1
'

.
1 ,; j Cash-basis and renegotiated comrw"clalloans.outside theh ,

' " , a Subsequent toyear end, approximately $288 million of loans Lrefinancing countries were $2.6 billion at December 31,1989,y
'

4
,

] to two commonly controlled kwraged finance customers were f L compared with $1.5 billion at December 31,1980 The increasei a ?s

Mplacedor)acash-basisstatusinviewof thecommencementof 7 ) from last year reflects an increase of $617 million in dorrestic casM
M{pv , ( bankruptcy proceedings. Losses, if any on these loans are Dnt1

' basis commercial real estate loans, primari|) added during the P |N W
'

'ji
' Sg expected to be material;- | i ( . .. ,

.. in other domestic loans, primarily related to leveraged acquisition ,TM
first and second quarters of 1989, and an increase of $302 million

y@D ! While Citicorp's lewraged finance actMties are profitable, they yy
y g@ ido not represent & dominant source of earnings for the corpora 3 ' finance actMties?, |1fi yJ lr.( |

'

s

WM tiort Net income from senior and subordinated lewraged finance L i Cash-basis and renegotiated loans related to Citicorp's domes J 9
C %CactMtiesfor1989representedapproximately8%of thecorpora ' ; tic commercial real estate lending activities were $1,165 million i n

"(@wg*g' s reduction or cessation of these actMties, the effect on future '
tion's net income for theyeat excluding the impact of the cross- at December 31,1989, concentrated primarily in the Southwesti

'

border refinancing portfolio, if there were to be a significant ; - and Southeast. Tf e domestic commercial portfolio includes ;

f . $124 billion ~of loans primari!y secured by real estate and W ' ,
4 ($ s operations and earnings would depend on the degree of the

-

managed as part of Citicorp's Global Finance real estate businessa,

' W , i reduction and the profitability of activities to which resources; in addition, the Global Finance domestic real estate business # tC
m might be redirected. - manages $0.6 billion of other real estate related loans. In addition,7

~

.-.

gM '%
, . .

V t, Citicorp was obligated under approximately $4.4 billion of. ~ f 1

standby letters of credit related to customers' real estate actMties5 2agy y y , - ,

g, and approximately $7.7 billion of unused ammitments y
MM M ,b' ,'.
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%#ggy1 Ciecorp's target martiet of #eal estate borrowers includes promi4 | estate values has led to an increase in cash-basis loai:1, as liquid-t,i

,V'u r. .7% e -<-, +, . . . .. , o.

. m',

hQnent national and segsonal developers who (neet a rigorous seti Oty problems have affected even some.Of the stronger participants? i
y dhof perbrmance criteria. At the same time, the portfoho ls well

<

intherealestate.marketspA'ncash basisrealestateloanshas3 4 '
gM;(SMJ?4~f ;,- <

1

g$g among ofnce, residential, shopping centers, hospitality anci other ;g diersleed both geographically and by project type-that is,M . ' Although the rateof growth'i<

i slowed since the second quarter of 1989, the lewl is still expected "

jg pit $ect typei The strength of the Customers and the diersificaq: " i Real estate acquired in settlement ofloans| included in other L
to increase in 1990 before overall portfolio reductions are 3een.1 .|

$e |.D tion of the portibho, together with the experience and expertise ;
G ^ M.18

@ built up in Oticorp's national:eal estate lending network, ' ' ~ , , i assets in the Anancial statementsJwas $515 million at V . . My :
-

$q %, enhance the credit qualityof t^e portfolio.2_ J ,_ f real'.
( December 31,1999. up $ 205 million from'$310 million at ? - :)

'
-

f W;4 Despite the credit strength of the portfolio,yeakening os December 3fil998.'; Mg ,i hW * ' - @Sg.y s
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M M , . manner and that market exposures are adequateyand W | qg
g W y Oticorg as a financiat intermediary assumes and manages market + ately controlled The Market Risk Policy Committee is a group of a .gf

d@yM fisk which l$ a generic term br te closely linked risks-liquidity (' ; Oticorp's most senior market risk professionals that establishes and Q y( '
risk and price risk. Both risks are fundamental to the busress of af ( owrsees corporate market risk policies and standards to serve as a y

}@Q@f be unable to meet a financial commitment to a custome( credito( :
W4

finanClel intermediary Uguidry risk is the risk that a legal entity will 9 1 check and balance to the business risk managerrent process 'TheQ|
f jv ! corporate oversight role of the committee.wlth Jespect to market N
hjN;bor inWstor in any locatiort in any Currency and at atT/ time. Price x , j risk is similar to, that of the Credit iblicy Committee,with respect tof[M.1N
g? W@ .tink is the risk to earnings that artses hom Changes in interest rates, L? Within Oticorp, business and corporate owrsight groups haw Q((

M 7 ,[ g };j , MyGM] 44(Creditrisk3, i , ;

: vwll-defined market risk management, responsibilities. Within each n *[e
breign exchmge ran and market voiaulities? . . . . ; , i

3

MMN1b further strengthen the price ask management process, the; j
gh Market Risk Iblicy Committee was established in 1989 to sene an3. business, a process is in place to, control market risk exposure. Man c n
44 oersight soie in the management of all rnarket risicGhe establishi - agement of this process begins with (fe prokssionals reatest to;jy 1
N apmentof thecommitteewaspartof anongoingefbrttoensure1 Oticorpicustomeaproducts,andmarlets,andextendsuptothe y ,' \qt y thatOticorp) policies,processe andtechnologiesadapttothe senict executies who manage these businesses and to countryL
TdM 'Changertg nature of market risks Irl an efficient and timely ; Asset /Uabiliy Management Committees. Market risk positions are ? | ,.

' M y[k $ m$ M W g$p y%',g, . limits are approwd by the Finance Committee. Which is comprised $$ d
MV . - . controlled by limits based on the SIZE arid nature of a business. Risk O .

Q f '

"
| primarily of trembers of Oticorp's fblicyCernmittee, and twerseenW 7,

$m yNg , 4 % | V, ,' -
(t)ytheMarketRiskfblicyCommitteef , P O, 7 p+-
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4N MORMISTY88ANmammammfT t . m.M M : Diwrsityand stabilityare further exemplined by"the deposit basebe R3

' 3pCiticorp. defines adequatehquidstyas having funds available( ' '' 'i *' '' b J 4- - 1 4

Qjp4 %all times to repay fully and promptly all maturing liabilities in 1 w . ,
, ,

MM J accordance with their terms, including demand deposits and ' AM,

C9 1. off balance shee! commitments. One economic function peri R %auem oouan < wee : ' Tsese1 , Asses: 9~<

M 1 i formed by Anancial intermediaries is to assume liguldity risk by y sg % m,gjw gggg:gE
intermediating markets and accepting deposits for terms different . S fy,, ,,# Global . , _ w, . , , ,g. ,py 1

4

d. , e from those for which theylend funds. Thus, successful liquidity :management is essential to the ability of a bank or bank holding | . Consumer 9 $52.6: :,$36.5 $189.9g, $49.2& $28.4 c${77.%p$g
3,, . ,

6
Global: .. _ ; ~ . . . . . .4M company to fulful one of its prime economic functions. Effectiw :

. gg.j ;,

g%[,$ dence. attaining the Aexibility necessary to capitalize on oppor-fliquidity management is critical to maintaining market conna '' Finance * ; t 14.5y 34.3 - 48.8,y U3.8 A32.7c ;46.54;f
Mi ' venu L $67.1J L$70.8.8987.9 4 $63.0:: ;$61.1i $124.1M , *.

y, ytunities for business expansion, and preserving a corporation's f y o , , , % _ ,,, % p. , % % % N4
%$p$pitalbasenW. ,
s p gca W L. .E_.a...d.|.. ,. , '

~

f f, .# $ ; .E'': i_
c momme meeysmmmp=waarsw==emucwomew ;

, .. % j $y1M Wehin Cliicorp, the . liquidity of each business and _ legal entity :
, is managed through a well-defined process to ensure that all i _ f f As the ta'>le above indicates, deposits totaled $137S billion at Nh9

9 7 funding requirements will be met properly This process includes ; yQ
i year end and increased 11% sinceyear-end 1988. Domestic and @M Ga ,; owrseas e eposits are vwil_balancediand deposits are sourced LM u ( a global contingency funding plan and maximum outnow - ..

>

The stabil ty of Citicorp's funding stems most directly from its) @QR
globally f0m both consumers and large professionallnvestors.MN Wy limits;These limits permit managers to anticipate wel|in advance /

~

hypotentialliquidityproblems2 f , 7g
T@O L ? Proactiwandprudentliquiditymanagementrequiresastablei

( small in size, diwrsified across a large base of individuals and,%yy y
, . , ,

O extenshe consumer deposit base. Consumer deposits tend to be p

' K@Z and diversified funding structure.To this end, Citicorp's liquidityc >y Dtrategy is to source the greater part of its funding through cus- J - to the extent permitted bylaw are Federallyinsured:Consumerp |p y''

;
a

N!p?.tomer relationships and to draw professional and retail funds b ideposits are also a growing source of fands for Citlervr": .C ; Uh3
MM from all major markets worldwide. As filustrated in the accompa- L increased 15% in 1989 to $89._1 billion, or 3a%n total funding. irL W d
%. W nying chart, Citicorp has adhered to this strategy owr the years " addition $36.5 billion, or_16% of total funding, was originated 3 gi '
NNand has attained an extenshely diversified and extremely stable % overseas consumer branchesJ L y , 3,, yE f 1 2 jkf'

dh$@mixof fundsci , * M m Oticorp's long-term.debtis, by virtue ofits maturity pronie,? ~ g '
*~.,f y' 4 -

U p Q '~ 3 % i y '.so an important source of funding stability Parent company M '
'

s$p|;y.yClelecep and subsidiary long-term debt outstanding at the end of 1989 C ' YW 1

a n ,g, amounted to $20.7 billion and is relatively unchanged since 1986b/ A
' <

aM ..

c

k(pc
,

I Debt issuance in 1989 with a maturity of one year or longerf k 3.

% ABIs ; , *'M ,
4

gymuotsonxxws (3 0,,;. P'
.

i L< 1 totaled $4.8 billion. Dhersification within the long term debb $UM C
'M '

-e.
q 7gyog q 'n y y g. ' ,1 portfolio exists across markets, currencies, lenders ' maturities, and |,y

y ,-u

'
# 21 . M; instrurnents.h . ., . u

,;g %s % W g 'w' f ' .p7 LN
'

% % f,.s > 4 o +> s
.

?| Asset securitization and loan sales provide access to % * @, y49 iTo enhance liquidit)t Citicord securitizes assets and sells loarz

X .. .O.y ;' * ' .f * Wi@ ~ 1 |MbM / Oj'

@awMsom pec . .1
.

!, %| $ ' < 17 J't %_ i rnestors and are on-going activities that are particularly impory'j-
H

i i

tant ln supporting new business growth. Citicorp is a market
gh y[4 S J ,, eg ~/

,
-

-

* 6 * ' leader in asset securitizadon and during 1989, activelysought to : ;j*
',

broaden the range of assets it securitized in 1989, asset secu _- yyqfAg
- - ritization activity more than doubled to $15.8 billion without ?
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ued to market with gains and losses renected in cunent earnings.C i 94 NOP PAICE AIBICEXPOSURE 4 g . 3' ~~

W;C j Nice risk e@osLie is the sensitMtyof earnings to changes in - .
1ading portfoleos are subject to a well-defined seres of exposue y u , ,

r inlevest rates _ toreign exchange rates; and market miatilities. This / limits that trigger specific management actions to ensure that the!;
'

,

%|p exposure arises in the hormal course of business of a global.- T : potential irrpact on earnings, due to the many dimensions of A 9
o Q financialintermediaryi , , . . . . . . #,

.. c ; pricerisk.iscontiolledandwithinacceptablelimits? , g e #@ ,>
S>

, ,

dh 0 Citicorp's senior management has established procedures for ( 1 A portion of Citicorp's price risk results from actMties denom ' ' .

: nated in cunencies other than U.S. dollars, inttuding Deutsche . p , y
y @ managing price risk within its business units worldwide. Decen- j

mart:s, Japanese yen, British pounds sterling, Australian dollars,4' % tralization is the essential organizaional principle for managing C
ih price risk, and is balanced by strong centralized controis exercised 5 ' Canadian dollars, and other tunenciestWhen positions are not| '
@% by corporate oversight bodies. The level of price risk assumed by j ' | funded in the same currency a lbreign exchange risk results and sa N

N / a business is detemWned by its objectives, its capacity to manage ! earnings are exposed.This exposure is managed by the limit M j | ;

& g ( riskiand the sophistication of its local markets. The nature of. i ; systems described abo e. Decentralization is particularly impor-) '|MMy tant in the management of Ibeign enchange exposure. With ( ; 1
dhp[the price risk assumed in each business varies according to the ( 7 5+ cowr 90 foreign cunency operations worldwide. Citicorp's Ibeeignj mervices it prowdes and the customers it selves. Limits are; ,

' ,

y 9 established for each major category of risk. ., ,. ,,
,

exchange risk is significantly dispersed and the foreign enchange J

$$ RHistorically interest rate risk arising from lending, long-term " . |c;cvwurgof price tisk effWcthely controlledg' ' g a
1 'u T3 . ,,nJ U,>'

JgG irwestment actMties, and related hedges was monitored through a s
., ,

Q M intefest rate gap limits. The growth and eelution of the financial | 0 , CAPITAL ANAtWBIS
. '

.9 y' ' F
. .. ,-

NM J markets and Citicorp's tranchises haw increased the comDiexity - 101989, Citicorp's common stockholder $' equity declined d -
' 4 '

%h lof the price risk associated with these actMties such that a gap i r. $38 million to $8,236 million. This resulted from the $1 billions , - d

: increase in the allowance for possible credit losses.The ratiolofT , 4@ig -! }.V' | w'systemisanincomplete measureof exposure. ,b address this shortcoming a new price risk monitoring sys4
s

: commonstockholders'equitytototalassetswas3.57%- W < B~,
W tem was dewloped for non-trading actMties. This system accom? " compared with 3.91% at year end 1988. Citicorp will tebuild i $ s

, j' of non-strategic businesses and appreciated assets, and asset t J 4|
the capital ratio during 1990 from retained earnings, sales Y | .

L.:
, % M modates the dtvershy of exposures and exposure management 6 '
6J @$ systems of Citicorp's various businesses, while providing a mean-;

, '' '
Mingfulmeasure of aggregate riska , ,4 7, . . |y 4 securitization actMties. ;m A . m A E i s<

|. Total stockholders' equity at par end increased $212 million to 4 qM $'N The measure of aggregate exposu_re monitored for non trading ~
; $10,076 milliort in addition to the change in common stock- L C 9

'

1J , : actMties is the camings at risk resulting from. interest rate move . . ,

$ ' | ments. Earnings at risk can expand traditional gap analysis to recf | holders' eouity the increase was due to $250 million in perpetual a M
*

i Citicorp *s primary capita | increased in 1989 by $723 million to [a LQ,MMQ d,7 * i ognize the price exposures associated with embedded options,7 1 preferred stock issued by Citicorp in 1989c #

3..

. g pricing lags, and product volume sensitMties This rl* manage-I <

, ., 1$18,109 million at 3 ear end. This reflects the change in total stock- Q 4[,Wy ment tool has ewled owr the past severalyears.1
holders' equity plus the $524 million net increase to the allow-i s4f . Eamings at risk, measures the forecasted earnings impact of

. J 1 '. the maximum historical change in rates applied to current inest ' f ance for possible credit losses and a $13 million decrease in % L . N
N C ment positions, rather than changes tr) market values. The y 0 7 minority interest. The primary capital ratio was 7.69% atyear end | T.S. yo

x

M hhj$ Finance Committee has limited earnings at risk to a percentage; | 1989, compared with 8.05% at year-ena 1988.( ,( %' , ,'

|S4
04 ' , WM;g;;

W ?gof forecastedannualcamings2? During 1989, quarterly measures of earnings at risk, as a per-"

m ~

. :. E
* '

i y -, , s ,g,.,
,.

' '
, <

. .

* &
' ' '

. 5a r*y M centage of annual forecasted tarnings, ranged from 'ess than!

p P i 1% to 11% The assump!!ons underlying these measures are subject (
'

4*n. ,

'A W"P 1% to 3% During 1988, these measures ranged from less than J
'

s
.

' ,p . p,*g g,
, ,,

1 Jto continuing rewew and analysis but represent management's 1 ,7., m' ' "
" , .,

M'f A current best estimates of non-trading price risk exposure. 7 . *.
* '

Jg" J Price risk exposures are also created in Citicorp's trading porte .< * , ' ' ,
# <

, ,
.

$k , j folios which are managed to support customer needs as well as ' ,

WG to take advantage of short-term market opportunities. T ading a

dg7portfolJoscwhich include non-funds related products, are revM-
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h($f ' |s imum requirement of 5.5% for bank-holding comparses which - (* ' Common SINiJiciiks'Equityr'
' L

. " . ,'
,, *' *, 8 M [%8 4 1?x4 t ' .a (Q QM. Q w ,.G .
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NN MTne primary capNal ratio was well above the segulatofs min 7 95ee1CEleAd
a m.. ~ - , . m,
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. DEJ;I .W twill remain in effect until) ear end 1990 at which time the !4 ! + Adjustable Rate & Fued Rate Perpetual Preft' fred Stock $ g

,

-
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. O menimumenterimrequirements forrisk-adjustedcapitalratios >
-

44 genorityinterest m 1,
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*

a ye ,

a' '
# v s 1 ? grardfathered until1992)6 K q i%u

% <

o s,- > hA ,,

M g
- 50% 1rwestment in Certain Subsidiaries a, '
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-
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s # LCommonStockand:;; , W , . ~ 1 a WF: i Quaufying Loan and Lease loss fleserves > W1 s W 1t4 e a.'

' ( c Surplusn di%. , . >, Si 3,947 ? $ 2,823 0 $ il24#i4
4. ' 5,309 ' "S,451 i 'll62) ~ 4 (3)i, ' ? + Auction Pretened Stock and11erm Prefened Stock i y@ , , 3g'@s

4M
k fletained Earnings M: 1, i+ MandatoryComertible Notesj ' <y

<

&. c "ECommoriStocktoldersY "! g , ,

W. ~ .. M , p PerpetualDebt i N %f 3j, j
'

M i 8,336 ' : 82747 2138)N16) % 50%investmentin certainSubsidiaries"WMi % J+ SubordnatedlermDebt t . L, k %KAg | W'4: y < g ?
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W- . Equity F
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' o ' c lnterim targets have been established for)eanend 19902
g^Gda 2 Credit Losses m6 g4 4,739 $ 4,205 ; $q 524;_ y., .

;12c- { The following table shows how the interim and final requhe t u :v:":
, c

.

;, 4

a - . ,; fg gu. '.. sg 'yu MandatoryConvertible ! yn' 2.1 x& . m ,

>i A

QMMWJ'F &@ .ONg& Subordinated NotesMS,349 4 249a , O3 " ' ""

T EL
W "' N ? g ( N W) & E

-

* / Q"MinorityinterestinConsol%*|m ' 13)M(19
CagleelItableItseelnements +4 % W, , Q.' "

M' 11datedSubsidiaries 6.W 55 M 687 >' m <- < m Wmtm . i,egfqy Kam e y f jggg,get: $17.386 $ t723 T ' i 47 NierIb,+.i. Twe e . MGW. 3.625%%4.00%f ' $
,

E 4,..
Nirbariuary.19tf9, banking fndustrp regulators othdailyreleasedho WTier1 + Tier 2 WT. 9; M .G f a 7.290%M 8.00%Q

'
t s - W .M. R< ev v. .. .. , . . ., w.

[kO[M th,k-adjusted capital guidehnes fof oanks and bank-holding com9$ E Fce the purpose.of calculating the c6mbined Tier I and Tier 2 / *e m;, gg :# o ,y, gpm .M_h
M , ! paniesin thetJnitedStates.Thenewguidelinesarebased uponf Rcapital.vequirementsJtheamountof Tier 2capitelusedinthe6 y

4

M| M the July 1988 Basle Accord;which was endorsed by the centralt 5 7 computation cannot exceed tre amount of Tier 1 capital. Further j i <

'7. M bank Covernors of the G-10 c.ountries, including the United Statesa . " i more, loan'and lease loss resenes includtrd in Tiet 2 capital may$yh% The objectW is to arrhe at comparable capital requirements forMb inot exceed 1.50% of total risk-a@usted assets atyeararnd 1990!L|; , . WallmajorinternationalbarK ' U ?R,M L M . N and 125% of total risksqusted assets at yearyend 1992/AlsR M M2 ' WWAnother objective of these proposals is to incorporate risk

Kg&N vdighted capital guidelines that consider both assets and o% @6 in Tier 2 capital may not exceed 50% of Tier I capital <tJnder the 6 tcombined subordinated debt and term pretened stockjncludedgF i
'

ff%$
8 ys ; balance sheet actMties such asjetters of credit, and interest rate i W' ' Tments may be included in Tier I capital up to 10% of the sum ofM $@interim guidelines, supplemental capital comprised of Tier 2 eQ

~

W ?Cndforeignexchangeproductscq n M M#'

% JTnese guidelines redenne bank holding company capital D D &jgAs of Decembet 31.1989, Citicorp'eteeded both the Tier 1 andi WW Jas Tier 1 and Tier 2 capital and establish minimum Interlm TierI capitalplus goodwillii i " C V dd V ' . WP7

r
.

W N requirements that must be reached byyear-end 1990 ano mores @ combined Tier Iand Tier 2 requirements set foryear-end 19901 : y;
,

ak stringeht hnal feQuirements that must be acnieved by> ear end i, j Furtnermo,,, Citicorp anticipates acnieving tne finaliequirements v e
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$y W OPER m 88EMPWlBE 4 i . . . . . . .
, etionof theincomebase,thelewiof foreigntaes,andthcMi ;.,

%$M Citicorp's total operating expense was $9.7 billion, up 8% from amount of tax eermt income. Foeign income taes increasedf 4a~
T

!$$' i slowed to 8% in 1989, from 9% in 1988, and 21% in 1987 included1 $9.0 blilion in 1988. The year-to-year rate of expense growth f L ; in 1989, as compared with 1988 and 1987, due to higher foreign i . H
* j earnirigs. These Ibreign *amings in 1989 included the gain on thej A

J n 1989's operating expense were $68 million of restructuring . k sale of Citicorp *s premises in 1bicyo which were subject to high 6M, i
, foreign tax rates.p i f d . _ . . T 1@ $; costs associated with the UK equitts brolerage business and = :

9 Cl ' $35 million of sewrance costs and equipment write offs in u ; On December 19,1989, the nevenue floconclisation Act of 1989 k ,+ o;
<,

j@hf(Quotron, Operating expense in 1988 included $70 million of ?
. wassignedintolawTheactprincipallyincludessevenueraising| 2 , d

J sestructuring costs, $36 million of which related to the equities W, provisions and temporary extensions of expiring tax incenties.f ' W:4

~ broierage businesses in Asia and the U.K.1. . 1 1E, 7 .Some of the more selevant prcMsions of the act that may affect ? !)

N,.h; U 9% in 1989 versus 8% in 1988, primarily due to investment initiaf
,

i Cperating expense in the Global Consumer business increased < Citicorp's business are the reforms relating to the treatment of y -

$g inteest on loans to customers' Emplojee Stock Ownership Plans,7 ". i

%y i b ties in the credit card and international branch businesses.
; the alternatie minimum tax, and the calculation of kweign tax i D".

Np$ ; Global Finance's expenses increased 4% in the dewloped econ L , Scredits; Citicorp does not beliew that the act will how a materlaf
% #' i

omies and 7% in the dewtoping economies. The inIbrmation ; . y impact on its liquidity or net income. N g. # , . , ,4 >

hhy Business's expense increased 23% owr lastyea( or 15% excluding' 3 : f1he potential future impact of Statement of. Financial.'ccountb;

hyA i severance and equipment Write-offs, ,elsUis on-going product - e ing $iandards No. 96,fAccounting for income lhes", is discussed ( ,

.n. In Note 20 to the Anancial statements.) @gi td 'i; g
'

$j M/fT development expenses and geographic expansion. . ; ' E> >

' p~ V , " nv' ; Total staff expenses were $4.5 billion in 1989, up 5% over 1988's '' .
; m~ ,e ,-

1g . lewl of $4.2 billion.The increase primarily re9ects normal com; i , NWNWMM ,jK ,;
W [t e pensationincrementsandincreasedstaff benefitsa . HSCERMMES$ . . g 1 y@ h j<

~,

, 6: Net premises and equipment expense was $1,760 million, up i . Securitizatson of credit card receivables does not how a signifi % , y :o
$ y 7% from 19Ks $1,641 million, tenecting expansion expenses in i Cant impact on the earnings reported for each period; Gains onf %
k'%M the ciobai Consumer business and expenses rei ted to tne cost; ; the saie or credit card ,eceivabies are reco,ded monthiy as reaie . , . ' -

$j of temporarily leasing space in Citicorp's headquarters compien f ized over the term of each securitization transaction, the terms of 4 $[isold in 1987, in addition, this year's expenses included costs asso g, which haw ranged from three to eight years. Due to the revolv- y j.

,

clated with the relocation of various businesses to a new tnlKb (ingnatureof thereceivablessoldandthemcnthlysecognition f?x N% >

ping in1.ong Island City part of Citicorp's headquarters complex in j ' / of gains, the pattern of gain recognition is similar to the patern vygg
CNewWrlG . ''L ., ( E y : that would be experienced if the receivables had not been sold.' ' ,1f4 i '" '

M ; from 1988's $3.1 billion.This increase tenects newinitiatives, pri-f Other expense of $3.5 billioriwas up $368 millics., or 12%,t L
Howevet because secuntization changes Citicorp's irwolement 1 %

n in ho# the rewnue is reported in the income statement. For ; 'j ,J - a' j
ppJ J from that of a lender to that of a loan servicec there is'a change

4 ' , marily~intheGlobalConsumerbusiness.3 L J o'

C

p > , " N8CO885114XES $ w < [, T
,-

J securitized receivables, amounts that would previously have Lco>

M;# been reported as net interest rewnue and as credit losses onQ g , @
'

~

y

% / Income tax expense Ibr 1989 was $1,035 million.'compired with : y loans are instead ipperted as fee and commission rewnue (for j 31 ^
i $1,009 million in 1988 and $894 million in 1987. As a result of the - i servicing fees) and as other rewnue (for the remain!ng cash ( N9 dd 4

| flows te which Citicorp is entitled net of credit losses) Becausek j
W (g' i net loss reported by Citicorp in 1987, accounting rules limit the (U

= enues owr the terms of these transactions may vary depending W' | ]3
credit ic.sses are absorbed against such cash nows. Citicorp's rev pW exteht to which the future tax beneAls of certain recorded trans .

fy'f X actions can be recognized in the financial statements. Due to i
$ ' , Jtheselimitations,approximately$300millionof U.S|lederaltax( i upon the credit performance of the securitized receivables & =a,

.

Howevec Citicorp 4 exposure to credit losses on the securitized z ; y
?@!N "p ; benents generated during 1989 were not recognized in the finan-;% w ?clalstatements,andapproximately$700millionof taxbeneAtscreceivables is contractuallylimited to these cash flowsc L , , 'N

generated in 1987 also remain unrecognized. The total of approxe During 1969, $6.1 billion of credit card receivables were sold? Q'
' .

'

.

~ bringing the total amount of receivables sold to date to k ;cimately $1 billion of unrecognized tax benents are available to . ; ,.

& f reduce Ui federal income taxes that would otherwise be pror < $6.9 billiort The foliowing table shows the impact of the securin a
i vided in Citicorpt financial statements in futu:e years. During - . tization and sale of oedit card receivables on the statement of|? M

11 " f 1988, $160 million of pre /;ously Unrecognized U.S. federal tax !y'- ? operations line items, average assets and return on assets: ':g 4
1

"'
.

9 U fi benefits generated in 1987 were recognized as extraordinaryi < . ~. .#
2,

$m Fincome.' 4, 4
-

.,

N . Excluding the l'989 and 1987 rdditions to the allowance' fort T""" *? i
'

M@*J s '< !possible credit losses ano tie related tax benents, the effecthe tax .Q' rates were 42A% in 1989, 37.3% in 1988, a6d 42.5% in 1987. The* = Fee and Commission flewnue L ,
~

'V $(414)i q:Netinterest flewnue. . .' c, . .. . . . L : , o
.. .; . . ?99e :i. . . .

'Other llevenueb ,? . . ' . . . . . . , . . . . . J1491 j" variations in the effective tax rate are attributable to the composi.7
: f306)

- -

w.
' , Provision forPossible Creditlosses . u .

u, ,A, - m%
W+ ,J ,, ' . W.N' et income Impact.of Secuntization < . & . . .%s$ 'Oc

.,,

t
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N~ M S M OPIWWWEM, / ; 0ctseas operations esultedina'netioss of $467millioniori '
.~''

V GAWWIW|ISMB, AWAM @' regionsbasedoni ; 1989 due to the $1 billon addition to the allewance for possible t|-

3 opospmesbusesascamings'so c edit losses, taken in the iburth quarter of 19e9, associated wrih1 a
~

C g{ the domicile of the customec Unitedincluded in their especthe geographic amas. In the accomparyN aCdition, net income from owrseas operations was $494 milliorvwd
| - edansse ; ; the sennanctng portfolio. Excluding the impact of the $1 billion. 4 g, , ;1

, * Qing table, the North American region includes the United States < . down from net income of $925 mrilion in 1988. The decrease f ' ? N4
% 4 and Canada. fleder to page 64 lbr further discussion of the princi-? ' in earnings reflects the cross-bordet interest payment patterns , o '''~j
% ipWac$ustment andallocaionsthataremadetopresentresults; * i of certain refinancing countries. Included in 19881 esults was M 9
& ' S on a

-

basis.; y ,164 m tM M 1 s $661 million of trarihan cross-borderinterest payments on cash 4 , ^
'

,s,

Wn North ican camings of $965 million were up from last s s . J baQ medium and long term outstandings representing nearlyi 1 -4

Q (years $933 million as increased earrengsh the Global Consumerj < twoyears of interest due hom Braell; while in 1989 $170 million of M, '
P , ' business were offset by lower Global Finance eamings and

g increatedlossesintheindbrmationtusires,tM Mye ( ( - ; such cross-border interest payments were received. .Aimg n 2,

# *

_ 3 approximatelyone-halfyearof payments.inaddition,the nepag a ,
M , North American rewnues'in the consumer busines; contime w ! the impact on menues of cash 4 asis Argentine loans was $77M" , ~

, ,1@ C be drhen by growth in credit cards and the strong New1brk L i million more than 1908, as.no payments were recehed in 1989.F '

%pp branch system. Tne solid perfbrmance andyearic>) ear rewnueC lleenues from owrseas operations declined slightly with the ? 's d
4 gairs in the credit cad busiress sere the result of ongoing sucV Edeceases in refinancing courmies' interest payments primarily Q . "'j

g _ cessful cod solicilmen programs and an inceased share of credit J K orfset by strong local cunency funeg actMties in Latin America.i 1 ?'

America. and the $180 million gain on the sale of premises in9f sstrongerconsumermenuesledbygrowthin AsiaandLatini y G[ H* j
$ card purchas* sales. These gairs were partially offset by menue "-

'

&Q possues in the mortgage business. Rewaves in the North i
Mb American Global Finance business were down jear to year as , ;TolgoA 4 i W TRE L ' ;,' {.. T q
p ' inaeased enture capitalimenues were more than ofhet byL " Oerseas~operatingexperueincreased.1ti'rsbusinessyT d 9t,=

| Ricmer $preign exchange and securities trading rewnues, the drag P expansion costs of the Global Consumer business Also !ncluded i % y4

*p N of cash basis real estae loans, and flat frerAlso contributing tog L in overseas operating expense is the $68 million estructuring | , Wq-

i the decline in revenues was the lack of fees from the U.S. pension | Charge for the equities business in the United Kingdom, Total ( 4
'

'V.s

, %[j$The picMsion for possible credit losses in North American (
fund management business, which was sold in 1988c s ' * " ' overseas average assets decreased 4% in 1989 and 2% in 1998i w f c;

'
+

f , L , . # Excluding the impact of the $1 blilion addition to the allon 1 J
operations increased _for the) eat reflecting increased net writen ; ance for possible credit losses, Latin America eamings were ; je; , L!

j' M offs in Global Finance actMaies, primarily related to commercial L , 5 $95 million, Europe, Middle East and Africai earnings weref f ,j
' ytreal ertate and leveraged acquisition financing. Net write offs . W " $4 million and Asia / Pacific earnings were $306 million.The1 '4 I

,

Mkin the consumer business declined compaed with 1988, a result j / i decrease in i.atin America earnings, reflects the payment patternb *
,,

;f ,d
> p )hdecline was partially offset byinaeased net write offs attributi

of a one time charge lastjear related to the phase +ut of the . @g )K mobile home and certain autornobile lending businesses. This , 4~ "M of Brazilian cross border interest payments,' offset in part by L1
L strong local currency funding revenues and net c.redit recowriesy

dc in the current year compmed with net credit losses in 1908. tower,('Ms;
*

,

3MRable to community banking.tW NT#g , a ' ? i Europe Middle East, and Africa earnings reflect the equities J $"

K W M North American operating expenses were uplargelyas a result ( . restructuring charge and lower funding revenues with offsetting ( e , %
qi f of investment . initiatives in the consumer busoess and increased 4 ' - ? Imptowd trading results. Asia / Pacific performance was aided 3 % WA

~

N$dThe information businessin' North America recorded a net loss g? exchange and securities trading revenues. Last year's earnings .l jd]MJindbrmationbusinessexpenses>;u ME g % t by the gain on the sale'of premises |n Tolgo and higher earnings": <

in the consumer business, panially offset by lower, foreign L W "

g N of $173 million in 1999, compared with a net loss of $94 million U -
( din 1908. The losses reflect continued investment in the expansion L ? reflected a restructuring charge associated with the Aslan equiti,esd. _ f'4

1

@ g" Linebrmation investment initiathes, and the acquisition cost of 1 ~
of ouotront products, markets and technology platformss other ; < < businessC 4M "; & 5 @' J b d* ' ' '9*n c# < -i'

> i o

g 3 uotron/Alsoleflectedird999are $35 milhon(pre-tax)irp ' - ,,Q g' y
'

a A*@ ,eMpenses relmed to equipment Wnte-offs and sewrence Costs at P - |' y a pg 1
,

.' . . A y'
8? Quotron, which was in response to a heightened competithe 7 Muwareorocus ''M seep 1 ,resse , 'igeN :

'

,

|jq4 (( environment coupled with,an oWrall dcWntum in the retail secu 3
'

No4h America ;. 3g (-.. , w . W $ f 968j , $ 19,33 i $ 't.152" ' 1g
% titiesindustryM a , Mm

,
a . , e .. ,,

y?g(fAlbtalNorthAmericanassetsgrew10%in1989and9%in19084 ' h SouthAmerica:. . '[ < .d 1(F12)'I 1553i "(2.103h 2 I
''M'A' Caribbean, Centraland , *

+ < <

,

7gThe 1999 increase was related to both higher consumer loans N E0 rope, Middle East,and Africa
T271M (F237'101J ' 254)f

j11F
5 B C)hg and increases in Global Finance assets |whlie tne 1998 increase J

jAsia/ Pacific, ' .' t . d !- . . $ t. 490. ,$ 1.8581 $(1,182);WW:im A primarly related,to higher consumer loan volumes.5 ' '
.,
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$' ' f, fThemanagementof Citicorpacknowledgesitsresponsibilityfor 9, ;[QFQg WRBPORTOF5800PENOGIMTAMDITORS T ~ g~M]D
nQ' iNpi[ ? e is ;7 fg?' 4q+ g 'e g,

' 's

frueANesALREPefmMS RESPONMemJTY MM
b 9

= v- .%
*

R the preparation of the financial statements and other financialN: n
' > Q , ,, p,r'

g,[ 'g ma cnntained th annuairepor The company <

'
'i C Citicorp in conformity with generally accepted accounting princi-S t:@

,: Certifed Public Accountants! - e'-
@'~ ' 4

g' '. a,
, ,

fples appropriate in the circumstances. Where amounts rnust bef
i based on estimates and judgments, they represent the best esti-U | ,4 32 rA

[% gtmmesandjudgmentsof management ThefinancialinformationdO( g, % '
' ' F i fgy %(,,

,%<g$,
_. ;7 g

" '

M Wappearing throughout this annual report is consistent with that . 9The Board of Directors and Stockholders of Citicorp:f , y

Q@ tdinthefinancialstategentsa$%The management of CJticorp is also responsible fbr esOblish-1 , fM_i.W ,f s
.

Rq& h.-
,

j;[ J a .

; We have audited the accompanying consolidated balance sheets U
h , % ing and maintaining a system of Internal controls which we $ c of Citicorp and subsidiaries as of December 31.1989 and 1998, the %

fti|telated consolidated statements of operations and changes inV 1M % beleve is adequate to provide reasonable assurance that the s

J @4 6and maintaining accountability for assets and : hat assets are i ' Mptockholders' equity for each of theyears in the three-year period h. ;l hnancial records are reliable for preparing financial statements)

jended December 31,1989 the related consolidated sta:ements of Rf

9[QQThe system in use at Citicorp provides such reasonable assurancek A December 31< 1989;the related consolidated statement of % M. V safeguarded against loss from unauthorized use or disposition.? V cash flows for each of the) ears in the twoyear period ended ' s , g

M
My%2 supported by the carefui selection and training of staff, the estab t N changes in financial position for the year ended December 3|pt ;
/hf Milishment of organizational structures providing an appropriate L fp 1967. and the related consolidated balance sheets of Citibanin 1 g

' d NA and subsidiaries as of December 31,1989 and 1988.Thesey% ^' yi$W$ ,9 and vwll-defined drvision of responsibilities,;and the communl-nOllnancial statements are the responsibility of Oticorp manage 9,#l cation of pohcies and standards of busiress conduct throughoute

mment Our responsibiliy is to express an opinion on these finan?MS QtheInstitution?
'

.e. . . N .

jg *L 4 Theaccountingpoliciesandsy;.temofinternalaccounting ?
| Tclalstatementsbasedonouraudits.M f MV $ d ' WA

1controlsareunderthegeneralowrslyh!of theCiticorpand| L , N % We conducted our audits in accordance with generally ( Mi@
Qccepted auditing standard 1|Those standards require that we QW . Citibank Boards of Directors, acting t.hrough the Audit Committee .
? plan and perform these audits to obtain reasonable assurancef ,'7, # } described on page 80,The committee is comtced entirely of = ''

.

p 6 directors who are not officers or employeefor Oticorp. The ChiefQ J about whether the financial statements are free of material.misy 6 '
i!pj $statemert An audit includes examining, on a test basis, evidenceg ,
3 < ,' FAuditor of Citicorp, who reports directly to the Board of Directors. conducts an extensive program of aud!!s and risk management P Juppdrting the amounts and disclosures in the financial state-Ndy.
g' % greviews, worldwide, carried out by a staff of resident auditors andg l ments/An audit also includes assessing the accounting principles %Q1 ( teviewers and trawling teams. In addition, KPMG Peat MarwiclQg used and significant estimates made by management, as well as% '
O i

.

8 , f evaluming the owrall financial statement presentation. We E , ,1 beliew that our audits provide a reasonable basis for our opiniony (G' G( pndependent auditors, are engaged to audit our financial? ic -
.T f i* |sstatements.1 a'

dfPMG Peat Marwick obtain $nd mainta;n an understanding of Sin our opinion, the financial statements referred to above M ' 4
.

'

w<y

* | present fairly in all material respects, the financial position of f ' MiD> ? our accounting'and financial controls and conduct such tests and s
'

L Citicorp and subsidiaries as of December 31,1989 and 1988, the S
@#

iother auditing procedures as they consider necessary in the cirF
, ,fcumstmces to express the opinion in their icport that follows) ! resultsofitsoperationsforeachof theyears.inthethree-yearp %j

, ; f 9 KPMG Peat Marwick haw free access to the Audit Committee, / , L period ended December 31,1989, its cash flows for each of the o'
-

; , y dwith no members of management present, to discuss their audit' jears in the two-year period ended December 31,1989, the F . L J
. W and their findings as to the integrity of Citicorp's financial report- : changes in its financial position for the) ear ended December 310

,

(ing and the adequacy of the system of internal accounting j 1987, and the financial position of Citibank, NA and subsidiaries Q ':

Lcontrols.,
'' ~

. as of December 31,1989 and 1988 in conformity with generallyg *" '
>

ay - accepted accounting principles.' , ,f', 'NN'-s
cg . As discussed in the statement of accounting policies |In 1988 L+-e

W X ;' Citicorp adopted Statement of Financial Accounting Standards , ~f
y ; (SFAS) No,95, " Statement of Cash Flows" as amended by b & ;

b@$
,
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A , . c . # $#$38,888 ? ,1$20.575J M;N 1,261%@ $,588i M f1.362 N

,164% f h~ w E interest and Fees on loans?. . . .m M s c.
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QCidcorp, its| wholly' owned subsidery Citibank, NAand their @$ N[drities sold, not)et purchased,;with tne related interest expense$%1he consolidmed linwicial stmements include the accounts of also valued R market and recorded on the balance sheet as secu-MM

. Q %$M mq|ority owned subsidianes, after the elimination.of all material & 4 ' presented as intcest experne ta securities,50ld, notyet purQ[M[ %
:

gp
%41rsescompany transactions &t M% eas O f ichased;in previously issued finanaal stmements, these obliga-p%ds_ Mh
fhMNildstes that are 20'llr io 5050wned are carried under the M9 0 tions were recorded as a coinporect of trading account assetsJ

equity method of accounting 'and the pro rata share of their
y$p$ income lloss)is included in other revenue. Income from ine$1 fano the related interest expense was, included within interest orz /W - 3 ,stMM% trading account assets Prior-years' amounts have been .restateds p *
hments in less than 20% owned companies is recognized wheni gto conform to the|cunent year's presentation This change /whichMF Ms

!Qdividends are received hwhw QN t #QyM se!Iects prevalent' reporting practice for these activitigdoes not $ tr 7

.Mn Gains and losses on disposition of branches, subsidiaries |affliiM 1 affect Citicorp's net income or stockholders'equityZ C , y CT @%k Wates, and other equityinvestments (including venture capitalMQg Financial futures and forward contracts, interest rate swapsb ^M
|
~

5

finvestments) and charges for management's estimate of perma-yygoptions and similar denvative products me valued at market. .with
~

g$ greent impairment in value me included,in other revenueJ _ mm ; botn realized and unredized gains'and losses included in trading $ gKf$ # Foreign canency translation; which represents the effects of VM account rewnue, except for those designated as hedges Gains ;SQ
l}QQ"j,|tanslating into U,5) dollars, at current exchange rates; financiapp y and losses related to financial futures and, forward contracts,i g$@MNfMg

statements of. overseas operatons with a functional cunencyfdQ interest rate swapt options and sirpliar derivative products that d
a Gother than the U.Sidollac is induded in retained earnings in the

~

P@ iQedge and tax effectsagig AWW MMg@$py are designated as hedges are defer:ed and reflected as an adjustMQJaccompanying consolidated balance sheet, along with related Qment to, interest revenue or expense. Fees related to these finan M , ' %
f M clal products are recognized over the term of the. agreements.Wqb

~

M 1he effects of translating foreign cummcy financial statements gM It is Citicorp's policy not to make transfers between inwstment yWg, c

Mcu,those overseas operations with the U.S. dolia/as the functional)$s(ecurities and,the trading account.jg@MWh wb @Q $g / $W
dg . @$P Mi?M

rrency i.ncluding those operating in a highirinflationary envi@ kO ' 09 m WQhggg M MW QMM
3fonmentfare included in lbreign exchange revenue, along with Qtt CONSUMBR 804NS AgS Mya$ggelatedhedgeeflects.Foreignexchangetrading positions;includ jg sTheconsumerloancategoryrepresentsloans.managedbyh n j gP@

(thmarket rates on a net present value basis,'and the resulting gainsf ? $ Consumerloans are generally written off upon reach #ng a pre-f $g@p
$1ng spot and forward contracts,'are valued monthly at prevailing $ ' (Ci.ticorp's Global Consumer business.M yt TyWK gsq

d

@Q@f@ing Standards Board, Citicorp inJ968 adopted Statement of9$c| 4 number of days is set at an appropr6e level by loan. product and k M
Qand losses are. included in foreign exchange revenue.7@c M , 7 determined number of days past due on a contractual basis.The Af s

ln accordance with the requirements of the Financial Accountp

$ydFinancial Accounting Standards (Stas) No.l 4 G Cash Flows,5 as amended by SFA5 No.102;;95/ statement of#y%e%sumcountry The policy for suspending accruals of interest on conc 4
by 43 er loans varies depending on the terms, security and loan U@%Q;f y!

ona prospective;g %i loss expenence characteristics of each product and in consider-QhMM

P f basis, Under SFAS No. 95, a statement of cash flows apresented @L 3;f ation of write-off criteria in piace$W @MM@N; n@hthe purpose of the statement of cash flows,Lcash. equivalents y menaar85CIAB,404NS@MMWW@ ion procedures thatNiy %@
4V W yVpH@

d$% place of the former statement of. changes in financel position. r W&1'@%s TNQ gMiW '
ydPof| defined as those amounts included in cash and due from1E 1 i %fW WQ$hme When it is determined as a result of evaluat

%p%pbanksygNiMh@n@Mgdb%$% 's 7hMthepaymentofInterest'orprincipal.Ona'commerdalloan1sgM@i@M
y M% h+iS%N s 7 MNR!##% $$ doubtful of collectiort the loan is placed, on a cash (nonaccrual) K d
Q; % BlWESH88NT SECURITIES ANDTRADINS j$ $@% 3 basiscWhere interes or principalis past due,for 90 days or,more,MMM B
N@ ACCOtalf ACTIVITIES h@in.both the Irwestment and f q4- Wp@: S the loan'is automatically placed on a cash basis inespective ofdd6

W collateral or other favorable prospects. Any interest accrued on a $, QWQDebtandequiysecuritiesare held
f%9ading account.portfoliosJhe distinction between the two'isi G y loan placed on a casn basis is reversed and charged agai;nst cur $
&M; primarily based on the intent of management at the time the QMrent earnings (interest on cash-basis loans is thereafter included N g$ ;NQ
q parion of short-term ' market movements and are' held for,In anticWj in earnings only to the extent actually.recsived in casti. Cash? %g $w

gsecurities me purchased: Trading accou.nt assets are held

p:hh customers.JricontrastJrwestment s'ecurities aQurchased asRresale to Mbasis loans are retumed to ariaccrual status when such loans are Mi b

ioneermirmsunene swm r wmennareexpeacetobe madeon:scneduw ,futurepafyp[w$4 current as to principal and interest payments'and W
.w% Debt secunties held for irwestment a' e carried at' ' cost ' adjusted ?h N / h [U < @J > ? ',, w @ w < ?-iMM[$bt"arportiZation of hemiums to the earliest Call date and aCCrebQQ 4 MA" ii R Kg

-M| tion |Of discounts to. maturity Marketable equity securities held fork i | ' [i [ JG ,
r ,

Sdhf i d $f 'qd II ('+r

g 0@ W+4i- ' r[ p $ Q $ Q M %r ,
,

g, ,4
imestment are canied at the lower of aggregate _ cost or marketc 4

_ PR % c' ,':<

Kg[4 Gains and losses on sales of irwstment securities are computed r e* ' .',i, M,NWi K,, y ,

n 7onitspei:lficidentified_costbailsW,( 1;Wsf;W

My@ market instruments, are valued at market. Galns and losses, both iadeng account assets, consisting of securities and money '[, . ,
'fn, |@ W.'
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/ at the per-share book;value at the time of sale but which has ; , f h
-

?~i n
lease financing, included in loans in the consolidated balance i s 4the same wtiridMdend/and liquidation rights as market valuelyn

hM@gsheet lepresents Oticorp's share of aggregate rentats on L i , Mtock. Effective December 31Ll987, no further options arch Lg @d
~

lease ftnancing transactions and residual values net of related [ ' J' d(granted, subscriptions entered into, or new inwstment electionsN W!gNc
permitted for the purchase of book value stock. i 21MMMMg unearnedincomet @@ MCg 7 .A.*

dgp[glease AnancingtransactionssubstantiallyrepresentdirectM ,' MFor outstanding options and subscriptions involWng onymary j
y

%g 3 financing leases and also include lewraged leases. Unearned k w f ket value shares, common equivalent s, hares are computed using$p@d
_

i

9 the treasurystock methodC E ( Lh ; @?g@:@ e
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% [[ h 9055| ale : N B DMlsdk$ Mf[ '$ f%eting4 tate, Subordinated Capitalsgg@8900% $i 500 s iof citicorpor thi Citicorp' ubsidiarythatissued the notesiand y SW TM i the type of secu ities to be issued at maturity will be at the'optionW.g@g
1 amount sufRcie it to' pay the principal of such notes |Because j d q$ #dMM

idMftlesDue1996MM%#WmW J s
kM96 Subordinated Capital Notes Due 1999&d80 s300t m because the amt unt of securities to be issued will. depend onk * M

m 99 % e m e .sf2i M s N @T AMh 9%% 3ubordinated capital Notes Due Etheir future mark t values |the amount and type of securities toin Cs #

m@W 90@%w% f mined If common tock is issued;some dilution of earnings perW M
m0 beusued a mwa mempf tne nmes canna wetWWph

99toanng itate subordinated Capital q@$w 400 W$ 1.6001, M: share may occuCN %ained earnings and surplusgMM$dd
~
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g g $e$ M Q@ M p$m% $m e
NoteswithNoStated Maturtyy 0 N '500S L i / ' W % WWM

%M M93 it Citico p's consolidar ' retL m cAAhg$dhaligggplesW g;% gqqgby -m~ ,.m saccountsbecomenegauve.thesubordinmedcapnainoieswithw' no stahd maturity must be exchanged for the marketable capMaiV WAQi

gjfi9AW. s am(NotesguehfQj4$y3subadgapha th e m z7ne ag,eements under which the notes are issued prohibit WD]QQ
6securitiesof Oticorp,asdiscussedaboved g P&W %%

hpPtoseng4 tate subadirated CaphaW$g@pp
.me4 P.

Megg~550 a d shares of Citibank capital stociFsInWNM %y
loses,Due1996g g,x.wA eoticorp undercertainconditions;frompayingdevicw%g pggmQpQ W W5 t4 8 W MrD

ggWNotes .Due'l997;. . gaggK pt gJ %% - %y wg s %dg
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q$%% 5ubmlinated Capital Notes Dueggy MM m%m to reemptim a a noce of $im pu sna,e inr=gh a mand ==y w
4 lAt December 3L1989 snd 1988,400,000 shares of honwungNN

wdemenkMWW:r$i.649 a recem=* prened suessued ahd = manas subjecteswwmg w wwuaw
hhppg| bb b.'kb.N kM Mi $3.2A9 $ sinkir'g fund.:In March of 1989, the 400.000 shares of AdjustableNQN

; Itate Cumulative Preferred Stock (the "First Se. r,ie. s").weree a 3 TNdgw.qw
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,, , -- m mg n .ma - :
,

,3
.

mg x

,' Wha $ b4MEshares'of r ning N~p%mWm -v
, %, M ,., ,~n 4 3 y g p g p *,.

' ' i red stock designated as Adjustable Rate Cumulative Preferred M J[PM'Fy@
~

m;7 j

!$y@@jumenteedonasubordinatedbasisbyCidcap& 3 ' i3ubordinated Capital notes of subsidiaries he econdmonal%qq
,

..

MkM ; Stock; 5eenth Series; which shares;are subject' to the'same LMN@d!F4

]MpTneinterestrates_onthefloating-raeissuesatdetermined > aby formulas based m certain mong inarket rates, or N 9 effectredemption requirements as the First Series. The exchange was N%D
Mgayy censin. instances. by minimuminierest raes. as specined in tne 9 , z in, o,ed due to a, change in the source of qUotaions from'which $$My,o,no ,,,, ,s determined. From 1990 to'2005/ $1 milson DM$Nm

Jpagnements goveming the respecthe issues. Cittorp my deteri V must b(retired eachyeac and from 2006 to 2013/$3 rniton musthdC|
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payment, of interest on the. subordinated _ capital notes with no E 7be retiredeachyeacQM n3@% 4% @YMM
Jgg@${ist Citicorp stock in the preceding six montheeThe interest rates on MSN million in 1989,1988 and 1987; Dividends.Which are cuniutatiMd'$0-g stisedmaturhyif nodividendshavebeendedmedonanyclassyw L~!! dotaldiwdendsdeEIMEedeemabidpreferiditd@cMMD- Q
g' teedngvate issues ranged from 8.64% to 9.29% a Decerpber 31.f |J2aie payable semiannuallyThe dividend rate was adjusted on @W[nh N%(g gg89 and 8.62% to 9J6% at December 31;1988 The weighted-@7 9 November 1|until 2009 by a formula based on certain moneyMEM $

M
f k Novemtier lil988 and will be determined every threeyears on M$
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i

uo%arDecember31,19884 ' WAM di 4p@ mat maturityof the subordinated capital fetes, dr in th$ case ofqQ ," market rates. The dividend rate established in 2009 Will bea MM"VM
pgthe subordinated capital notes w!th no stated maturit/ at the! $ applicableuntil2013:Theweighted-awragedMdend'atesWere3hhD i
q r

MWelectieri of the holders in eachyear commencing in 2016, or at . Sib [l$9.09, $10.22 and $10.45 for the years ended December 31] 1989 UkM s;; 1988 and 1987, respectiwly Citicorp may be required to repur-b MJ M
WJee10Clion of Citicorp in eachyear.Commer1 ting in 1991; the;f
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g$ e* notes will be exchanged for a secunty of Clitorp that,qualines asEchase'the prefened stock at $100 per share if loans'are notd 2 extended to the p.efened stockholdec under certenn@MC D@MV[% W
b timmf capital This capital will have a menet value equal to the I ' circdmstancesW~ ' -* M *>s "% . ' MQ 9
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ount of the notes. otunder cenarn acumstances i c 'mm prindps arn'emed. In whole or in part; for.ChiAt the' option of f . ' M' %f)Kpy M [;e e%u ec 1QC ~
'

L,

dhpfngtie(ftde .,'W*, "[ ,

'
,

M$the iggust the exchange;may be for commorQlock/00nredeem-7 ' N 2 A' ' ,* '
,

m@" ~ W s$9gableputmed stock, or other marketable cap securitis of ,d,, ,: O s
< %,/ MsiticorpAM$ ~ * j d$ MMQ MNf y#[h i + ".

'

<

# A A % #y', wer , ~

wbi yhPW '

.

;#o .
4-,

'r &;O Whp%
-

1 st wp

, ,'y Q ** " c s""

J.QypN , ,

u m W p4oyam1 w,gt tgq 9 h maq wg e a ,t- 3p 1 a s u

qb '3 c:e
1

m w q Mb Ap . , _ . c ?gQ g y, mga wqepgr ,,a g> + s , s- g m.,,. gg r
u &mmin!Mp,g"m > (m%'Q m%.m& !d)%

- g ,;. j; m,A-.g e

gd y, , , ,W * '

,|a n6
&. . ~7 '

4 p%m ' 1,;
$ in . $g$,M,- 5ff ;fh'el

2 ' ? s <N o m n> .r7 , 4 .

of * ,'' '''

A; - 4 yg L.. N. ' ,d S,Mo JM 'ai'

? su ~g
.

8 q,

2' .m 9 95@N
g.h fp,

-
, t

.M My - Td f i

% i h skp 3. v 9m fv+" 6}eq@n ~m.s
*ipnm [ - 4 H

.

i

1 , w;ig o 4 r ' . s

m

- &,y < mr[ ?) #w' ]*j Q
#

.2

;)'' QCh M
v .|n. . i :'

^'h;a' yt ,1 '

,

; i,m +n n.

&ph N fpW; w ?V W@f,&E?%q]
, .r v. < +, . . .

;

$
. ?',:MM MW %4 i eM,e

.N.'
d3g.k MQ ,3Ijf MjjkhighWN%y( , ML[a - .

h ' j? n% 1 g-. ?

m 4 *w@w ngW ^W M% 0kk, ~OU,{. ' w
U QQg .y

.. . |
. .. .

. .. , Ls >r



.

h k% Dh h h kb k fh khh hkbh~ h hk
&| Q Q M W 4 [Q[ j? S.N hhMf$Q8Nh [? [3' A Q^LNQ;frfjQDh[j $ Wp| &&Q&fk@W$%M

UG&LnmVy[b|y&
9' + h M % 4 %%

y dhgg,pggpasmBDSTOCK9;A|Q}WMg% f f,W>
MM,

% /;R[ August 15,1992JNter August 15,1992, and prior to Y 2Q g& Q jk%'R
8

y
' W d} K through ii

$tp s 1 August 15,1995, the dMdend will be declared at a rate equal t6 V

g}1.$/gWowmmme <
4 -

o. - + ~ , , f r mstop S M8M the Three War Treasury Rate plus 125% per annum. Every three i >b'
'

ge AdjustableRatePreferredStockh2x WWW MW bears, the amount added to the Three War Treasury Rate hcreases P 1
gNyg t econdSedes,3,900,000 Shares . . i$1890g M $?390? J byMof1%toamaximumof 3% perannumforalldMdendperKN5

[k[MThirdSenes;1,500,000SharesM f.
ty 5150 P c150 R Nods ending'after August 15/2004; The Gr'aduatEd Rate Cumulas a

PriceAdjustedRatePrefenedSt6ckMQ M ' 9 'A M 0 tive Preferred Stockv5eries 8B dMdends are payable ' n a quarterlyMm o
%A @ourtn Series?l.000,000 Shares y4 g' 1.00 g ,100h i basis initially at 8.75% per annum through August 15; 1994;NterM

bghD Sede$ 5A through 5GJ5,7505 hares'. Nf Monep MaAet Cumulative Prefened Stock' wA ' August 15,1994,'andpriorto August 15.1999,thedMdendWillbe6% \
'

,.

. , ; 575 i fdeclared at a rate equal to'the Five war Treasury Rate plus 1.50% S{
f 575@$ fl50% iperannum, Everyfiwyearsitheamount'added to the FiveWarFFF%m Jg5eries6Aand68,1,5005 hares % w

#
~

150y
' %kRemarketedPrefenedStockWE C M +, ; .t,3+

D MTreasury Rate increases t)y M of 1% to a maximum of 396 perf|b|Y ,M
~

2251 $ 225rQ:a gp 5eries 6C through,6E.2.2505haresy4|f 4 annum for all dividend periods eedits after August 15; 2004.' F f%,,

NNg/kgq5tockSeries8Aand.889 %" 4 radumed RateCumulatiw heterred W 4^ 9 36 0 b6th Series 8A and 8R the'dMdeshi rate for any quarterlydiviMG

> C f i . . . .. t3135jy;L M; C Jdendperiodending|on|orpriortohugust15;2004cannotbelessT ''g 7
-

h$M411;250.000.5haresmpg,Q f + , -?%than 7% pei annurn nor greater than 14% per annum, and for yN

hhyYgt;sseries,9,5000,0005 hares @ $@$ ~ 125M * M ibelessthan8%perannuthriorgremerthan16%perannum;TheA :iguarterlydMdendperiods'endingafterAugust15|2004.cannodh #
p 3t2%Prefened Stock Ph% | 4 .>' cP >

7%' Nk ma.9d!0. - % .k 1 M t &$1,840P t $ 1.5900 M 9.12% Preferred Stock' dividends'are payable on a quarterly basisis y
(atanannualrateof 9.12%hd W f ' MM% Q

d[ghM. %@dt5bisihbebthre( @rN,ieMm3dbpnNerie$tEk? O
gnag y aw w 1 u

y (Citicorp may at its optionitedeem the Second Series until Feb: fg ,

R ere $121imillion in 1989| $101 million in 1988 and $88 millionV N
Huay 2R M3 at $ @ per sham, and at $@ pershare hreaft gy

pfjnj987 V n# * ' > + < " - 6 i * g may at its option, redeem the Third Series untK August 31.1990 % c m

dhgoiyd' *M;orM5e$d3hird,'ahd F'oOrth SEliis'of'preferrNf , r ' jat $102.50 pu share and at anants %@maWtg $190p
y% M stock"are cumulative and' payable quarterij at rates determined p $ Per share beginning September 1d992;and may at its opt |on,(]g]@p 7

r

NDQQuarterly by brmulah based on interest lates of certain U.S. Treg Meem Mounh Sedes at any time at $100 per share.% d
%Mehsury obligations. DMdend(6n the Second and Third Series of P 3 . ' gENective Apdf 22,1987, the Money Market Cumulative Preferred g
y h6M #9 'gadys [
- y&d preferred stock are subject,to certain minimum and maximumlML '' * bkT' Cg .E. P*

30ticorp"may atitso'ption,WWC Ni 'redeemtheMoneyMarketCumulag -rates as specifed in the certificates of designation.The_ weighte&

h@k Mhwrage dividend rates on the SecondcThird;and Fourth Series *Ch
p

re &OOO%J2000 Wand 9.407% respectively for 1989.2 %ti e Preferred Stock; Series 5A'through SG, for,$100,000 per shareg p

MO@W@M DMdends on Money Mstket Cumulative Preferred Stocli SeNeg y Thes6 shares am redeemableqn whole but not h pan, at@ sf gN5A ttirough SG and Series 6A and 68, and Remarketed Preferred g S$100,000 per share, plus accrued dMdends.-iryhe event that the g j

gMM5tock 5eries 6C through 6E.Iare cumulative. Rates are determined q 4dMdend rate should equal or exceed the 60-day "AN Compositeg
e%festy;49 days by auction unless Citicorp fails to pay any div'idends N ' %ommercial Paper Rategg ; deem. the Money, Market Cumulaqg_ 36 @gy M%gs g4

[ECiticorp may atits oppon,re' MMor redeen) any shares fofwhich it has gi en notice of redemp0

. khtior( in which cese the' dividend rate will be set at 150% of U N#' 1&y@M Londorjinterbank Offered Rate (UBOR), On Remarketed Prefe red y' gtive Preferred Stock, Series 6A and 68'and the Remarketed Pre w gyfered Rock, Seks 6C thmgh 6E,jin whole or in part, at $100,000g
d5tock2 holders riiay elect a 49-day dividend period or a 7kfay divi- : ) per share,plus accrued dn/ldends or)anydividend payment datepp -

~ Oticorp may at its| option, redeem in whole but not 10 part theg jyMp dend period 4The cunent maximum'dMdend rate in ariy auction
gE ls 120% of the 60 dai "AA" Composite Commercial Paper Ratei y Graduated Rate ;Cumulatwe Preferred Stock. 5eries BA and 81% ongt;

, yany of the dividend repr|cing dates through August I,5|2004L gq~j@b
QDuring 1989,Lthe weighted-average' dividend rates on Money -

* $@ per share plus accrued dividends. After August 15,200p y$M@# Markht Cumulative Preferred Stock, Series'5A,58, SC,5D, SE,5F,p gCiticorp may;redeern in whole or in part the
} eams Imm unejo uneg , mag,$enes,8A and 88g jgdygggand 5GMhich'have different dividend reset dates, were 2364%h

Ok@@7457% 2238% 2305E2303% 7.342%;and 2332% respectively' ;$
f? Citicorp may at its opbon, redeem ir! whole or in part theg g]JheWeighted-average dMdend rates on Money Market Cumu-; '

J2% Prefened Rocuees 9 On any da(aftepmbeghlmhat,ive Preferred Stock, Series 6A and 68, v0ere 2319% and 2352%L: 1994 for $25 per share plus accrued dividends.wg gN74 3
-

espectively and on Remarketed Preferred Stock) Series 6C7
-

m
-

c All series rank prior to common stock as to dividends andg g7through'6E were 7,305%s .:

liquidation and do,not have generalVoting rightsna ' pg , yMM$DMdends'on Graduated Rate'Cumulatiw Preferred Stock; y
? Authonzed prellerred stock (issuable as either redeemable on .

$ S$eries8A and 88 and 9J2% Preferred Stock are cumulative. The .
Gra Jnon-redeemable) sivas 50 million shares at December 3f?l989 e

h| Tare'duated Rate Cumulative Prefened Stock, Series PA dividends -and Wotal shares of notwedeemable preferred stock issued (% pa

d, gim yable or) a quarterly' basis initially at 8.5% per annum3 and outstanding were 12,659,500 and 6,409,500 ht December 31;
_
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_1989 and 1988,| respective $ At December 3||1989 and 1988/ 1p D9
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MWoutstanding shares at December 31,1989 and.1908 include [ Ny Trust, agency and custodial fees included in fees' and commis(n 9MQl

$hf2.6 rnillion and 6.7 million book value shares, respectheW issued Msions were $477 million in 1989, $450 million in 1988,"and A C P;$yHNN ,|W
QW in connection With certairi staff benehi plans, Under the terms of Q $514 million in 1987/ _ i ?Q | [ C wy" NjQW , W$$the plans, book value shares sold bacl( to Citicorp are settled inj i s A M V 4WMW NC> <1

h M niarketvaldeshares.igpgMM.1 ~ QW i f314(81APPBBNBPITSC ]jR M r 9 MG
g ;&Under Oticorp's Dividend Reinvestment and Common Stockix% (beneht plans. Certain of these plans permit nptions or subscrip-Q;.@f 7
A

, h?, J FoHcWing are descriptions of certain of Oticorp's principalstaff(

h[y Purchase Plan, which became effective on January 1141990, s:ock
pR

g iholders of record;without payrpent of brokerage fees, commisdg~ tions t.o. purchase, or elections to invest in either market value or%gW

f WWdMdends in shares of common stock and make optional cash $yp :; book value stock of C ticorp. Subsequent to December 31,1987, , eg[%{f
sions or service charges, may reinest all or part of their.quarterl

, 3 no further options are granted, subscriotion agreements entered g@p%$ purchases of such sh&res. The shares'are. sold at a discount of 3%) Jinto, or new investment elections pen nitted for the purchase of Ig pp -.

Q below current market prices (as' denned in the plan) wheri purf$ 2 book value stock |Ug$YWM % , g%p$@$pk M/i

SWM, chased through reinwstment of dividendscOptiona! cash purn.|y$[There are a number of non-contributory pension plans, covering Q[f [ p[|
fitesteammesaPlans Aq g ; Mg _ C 4 ; fW

dQypurchase additional common shares at current market prices?!ck W substantially all domestic staff members. The employees o$@&g%
Mt~

hases of up to $20,000 per month may also be made to C E ^
fM

$jk(TMt December 31,19893 hares were reserved fo(issuance as? q , [f Under the principal plan, retirement benefits are based onMq[hWithoutdiscount).MMCAg@j@McQg y (foreign _ operations participate in various local plansf[ '
Ngy g

$( M fol_ tows; on conwrsion of conwrtible notes, 0 lfmillion shares; AC Junder the 1973 Stock Option Plan; underwhich options have p , ' ' y defined);and the primary social security benefit. Citicorp's fundt(sp@M@;
(years'of credited service, ths highest average compensation $asjy,

D q under the Savings incentiw Plan,23,4 million book valueshares; . jing strategy has been to maintain plan assets sufficient to providek

QMbeen granted in tandem. a maxirpurn of 1.1 million shares iff ' , TN expected to be eamed in the fut0 read L . 'mo%for those %g% 9.
;not only for, benefits based on service to date, but also gg

FMissued at market wiue|and a maximum of 1.4 million shares if 4 1 gNp QN
f!Kissued at bookvalue[Onderthe:1983 Stack Option Plan,underf b The following table provides a breakdown of a untsrecoggy%pk

$s M3,lfmillion shares 3f issued at market valuefand a maximum of1Qwhich options haw been granted i;n tandem; a maximurn ofR 7 nized in Citicorp's consolidated financial statements forfeyears bg ] ;
iended December 31,1989/1988, and 198MW W 3p& 3%

' NR
%E W 6 M sdr MO@W@l48|million shares ||f iss'ued at book yalue; under the 1988 Stocki j/ *

~

,

gmX Purchase Plan,23.8 millio,n shares!.under the restr!cted stock. plan, L < C-- ~ ~~ of Biot Pension Bapense/lineosneP mm"v% Yt
. .

,
? O . U +a- - o=

%yy 0.2 million shares; under the Stock incentiw Plan,24.3 million 7gsharesidnder the Dividend Reinve'strrsnt and Commoh Stock i ! :mmoic40uw Ni F 4M '<> hee,G W M NeH W '
.
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r-

%gMfeserwd in tandem; a maximum of I.3 n.$on shares /ifJssued at F Eln'terest Cost'on Projedted 'Benefib &, 081!; SSN $ 52Nh0ME *
dtive Compensation Plan, unde (QVh treasury shares hagbeen 3:theWar3% . k JN." e
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%ggbookvaluca |uN ,, Oh g%gWfjmarketvalue,anda,maximumof 04rnilliogsbres,if!ssuedatl , . JObligation L "n1, yMOW $64N55E MdO$h, C Y L SAssurtM Return'on' Plan' Assets %tuald 4 'W%Y9b
gs gg During 1988,' Citicorp restated and amended its cedicate off Y

retuEr$vas$257In1989|.$1111n1988,I@C(ION. MIINM}hWd
7 Nh hYg incorporation tv increasing its authorized common stocn pg

j[NetAmortization N N%and $4inj987)sC bd@%""MX ~(9)h(97]b(105
-

Mg to 600 million shares at December 31A988 as compared withi M~ ~ ' "F*W* ! {ll'' (4

NG500 million shares at December 3f|1987. AdditionaNy Citicorp has/ ' k NET PENSION EXPENSE /(#6COlWE)(* ' > ', ?$ ? W$T(lp $N9){W
- - - a .. wen h'

d$ authorized but not issued |20 million shares of Class.B common' "%
ggstock with a par valde of $1.00 ' nd one' vote pershaie3a 4*

Mhe assumed long term rate of retum an assets used Ir@g Md%[@W
< N a Mtj #.

kgdM A.Two4or OrWcommon stock split in the brm of s;100% com- ! d'

dpf| mon stock dividend Wss declared on October 5,(19Fto holderso3gjf determining het pension expense /(incorpe) was 10.4% in 1989,1 ;W' % Sh
of recordon October.30,1982 @ #, J ^, - 10.2% in 1988|and 9.65% in 1982;The transition' net asset isF'

QM M @ ', #
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~ N,3Q yp $jy
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g@Q S M M M @ Qs.m%p6The following table presents th,e principalbenefit plan's @' i 6 Ahares,x
m

?

y d 1988| book value shares' issued by Citicorp;The expense associ N @Q unded status at December 3||1989, and 19885 C~
h t 7atedwith the planamounted to $8'[millionin1989, $69,milhon[yMS M M*J *i''J

.g @ g 987 g \ y

$['$Nh{.MoroaudMi
Pundedsessus 7% ' s W {' <tweeE M noe: . :DuringJ988.the"shareholdersof CiticorpapprovedanewstockR.Vf

,

U e@
, s incentive plan, retroactive to' January li1988, to replace the 1983ymd$W Plan Assets a Fair Value, Prim. arily Usted 6

,

4 . 4 s .
p Stock Option Plan (the *1983 Plan"), which expired March 31;4 MWb

s' .

g4s Stocks, Fmed income Secun. ies and 4. w
<4

t
-

t ~Sq
Commingled Fundsh5 . J,eb d W 8 basa E $ 150K'.W the issuance of options to purchase shares of Oticorp common W41988, The 1988 Stock Incentive Plan]the "J988 PlanW iovides forj %vg

- > - =- - - s-

I d $wo1 F .e.u A w vs m -

% 3dhActuarial Present Value of Benefits forL M ' y X 3 stock'orshares of Class B common stock at prices not less than NM
dhypServiceRenderedtoDateb.h% @y qb 'W 50% of the market value at the date of grant |lncentive stockf ' , 7E

MAccumulated Benefits Based on SalariesMF ~ b M, . e < A" Q'r ioptions/ stock appreciation rights; restricted stock, or performance M'
: kpgkyto Daeilncluding Vested Benefits ofM M S $1289 M combinatiori Pursuant to the' plan 85000 shares of restricted 4 WMq, p M- j unit awards | any of which may be granted Singly'in tandem | or inh

[ g$ggAdditionalBenefits.BasedonEstimated/g6 $342in1989and $167.in1988a m (8y489
. , ,

I

; SOS > 403 C $2A millicin at the date of gran.t|were awarded in'1989, andf $M'
~ ~

f. . m [ stock, with an aggregate market value of approximately hi i ' 17

h
@%%[/q(gutuyeSafaryggy gym

'

hQProjected Benefit Obligation QMy w ? $ 9 947-- ; $t 692 ' 4385,000sharesof restrictedstock,withanaggregatemarket; % @
$$ PbriAssdtslrUxhedofPrdectbBerEfis ' M mg Svalue of approximatek $7.5 million at the date of grant, weren f M ,
$Nhh ObligatlunMe ,SNW . . %M 3089 $ d 3217 jawarded Q1988.Theseyhares were. awarded to,keyexecutives
N %UnrecognizedNetActuarialLoss@ C i ? $3275M237 j 3contingentuponthe rcontinuedemploymentoverrestriction%y gMM,

Nh MUnamortized Transition Net Asset %M; ' :P' J (985b ' ; (204) J ; periods of up to ninejears.The value of the shares at the date of4y6#w ' ? grant is amortized to expense owr the restriction penod. The 37-s > mm +<m;
..

.

4 ' (expense recognizedfortheawards'amountedto $12 mill,ioniri( [m mfj' k hk A80815 ?$ 949
; 1 89 and $1 millionin1988.1 142 yaAyu;47 e1983 M

.

p mg%wb<a,m,,n' .
' kq $$p%n@c% > ,~m 4The weighted average discount rate used in determin;ing theWRM , , NUnder the 1988 Plan |the 1983 Plan,'and the 1973 StockOption M '

1 s

m a
t. Plan (the 31973 Plan"| |as e'xtended and amended) options have ?M W

g 6 actuarial present va.ue o( the projected benefi.t obligation was B > L beenpanted to keystaff members for terms Up to 10 years ton , + d
M@Qyh82%'in 1989 and 9.3% in 1988|For both years, the assumed ratey: purchase common stock at'not less than the fair market value off , # $
; $g;i of Jncrease in future compensaton levels was 6.5%d

.

7
b ' i the shares at the date of grant. Options previously granted under%QMg Posereelsemesset Heatth Case and LBpe Insuranse , J '' W the 1983 Plan and 1973 Plan las extended and amended) do'notk 2?

j % g ?EbeneAss % @ W d M % @ m|gy yC_iticorp currently offers postretirement health care and life insure $ (fully expire until 1997 and 1992, respectively No further| options M 7 Y .
-h i d ~ - MJ

~ ~

? Dmaybegrantedundertheseplans.Basedonthetermsof theM o

; pdfance benefits to most U,5. retired employeescCosts| incurred % 'M 0ptions granted Under the 1988 Plan, the 1983 Plan and the 1973 N , ^
~

)
d to provide these benefits are charged to expense when paid.W c DPlan,(asextendedandamended)50%'of the' ptiOnsgrantedaredb

f 9@%Pbstretirementhealthcareandlifeinsuranceexpensewasi t V i
o

i exercisable beginning on the first anniversary and 50% begin%hW

, $ hh$11millionin1989,$12millionir 988,and$9millionin1987Q n's: ining'on thesecorid anniversaryof the~date of grantQd Y : NN
q$ MpSawingsinsonalue. Plan ' q'sW , , .1i A yWin addition, the 1983 Plan and 1973 Plan (as extended and J ; ,--

. Ag
gMUnder the Savings incentive Plan,: eligible staff members receiveNl' amended) provided for the grantinglri tandem of options to phrs *@d

~

M

- (@Myawards equal to 3% of their cowred salary Staff members haver ifchase market value shares at not less than the market value at theO
skythe. option of receiving thelt award in cash or defernng some or 1 ' Jdate of grant or a proportionate nOmber of book value shares atir N

$phhaward equal to the amount deferred by the employee. Severali + ' o proportionate numbelof book value shares was determined PM hall of it in various inwstment funds. Citicorp grants an additional, i i not less than the book value' pef shste at the date'of grant. Such a h a4 Ng
I based on the ratio 'of market value to' book value per share at the h ,d4

gNjphOnestment options;are available, including Citicorp market value, jdate of grant 3 4 Q , , f _ . , d"C , ja W9'gf g g g p *t C ' q|1 >

!I g@3 kMJMi:
s In the captions " shares under option" an optionsgranted"inb$ .

'

f

%}p m*',",
t

. <bMG Y the accompanying table, options granted in tandem are; included ji '

Qh
' *' L on the basis that represents the economically preferable alternatf; *

s9d v%%T tive to the staff membet' '<D ' ~
l t December 31|1989, cptions to purchase 7,550,915 shires [W~ >5

.
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k ' market value shares or'otheti 3 $93 rniyion at December 31,1989/may be used br the purchase g , a p-
~

SMbrms of stock-selated awardsAdditionalshares may become L | .t of shares at $24.75 per snare. UnderJhe terms of the June 30J .
'

MdkausilablE br grant under the 1988 Plan to the extent that presenth } 21,562 shares were purchased in 1988 These gr~ m1988 agreements,1,221;479 shares were purchased in 1989 andg ' %pg&g_ g!

M[9 s
outstanding options under the 1983 Plan terminate or expire; ~ g4 expireL

3

@Sy)ag+% $e jy jO # @ p 5
unenercised " 4 W lM N 4 : s WK " M ~ W on March 31;1990.7 A.JM , m f . . WN

q UndertheagreementsenteredintoonJune30(1986brthe(Q%@C 3, :MPO^<
" ' < " + ' '

,;
g

. fpurchase of market value' shares at $29.625 per share and book

; o*W" L book Value shares were purchased in 1988, and 52,778 market M@W &dkC. BDER9es In Opetens Ansi shsess M Optione ?value shares at $26.784 per share,388 market value and 13,568 Q$y.

Wpgw s ge &b segs s wm ;
value and 73,218 book value shares were purchased Iril987.4N * / A

Wggw w = ma a *%r ,m u 4

QF December 31,;1988 g e &;, ' y 16,497,265 q $i 9 to $33 | 7 asseuseve Insenelse Coaspensmeson Plan b UTQ@S:g%g#yk SharesUnderOptionat@ W@AA1 . TheseagreementsexpiredonMarch31,1988.M1Mr qSc . . .

yyW;Decembei31,1989gg
124,447,358g$ 9,to $2D ' 'BUnder the Executhe incentive Compensation Plan, awards ingg$

.

y
9 pgh

4hM1 .-M?i Options Granted 9(&Cp L cash, or in market value shares, are made to key staff members,9 MW@Mp
'

s

$$[1989Mdyg g%Qgy y6,500,525 J:$26to$33b ? payable at the election of the participants; or br elections maRM(MW1988W@ . " . WM .C 1,939,325y $19 to $26?5 prior to December 31,1987, book value shares, in one installment i T? fD % 19878#b WJ4, Q7,569,633M9 to $25 3 br awards made in 1989 and 1988 and in two installments forW s ~

@MNOpt' ions Exercisedf C N "s q% ! WZ 9 to $30 i T aJvards made in 1987, or on'a deferred basis.tM MW@Q[M%@%;/ 1
~ fLM 1989hN%;e, y , , me,, M .4,661;264 0 $ , AThe aggregate amount of the awards was appioximately

9h @ y$1988 M 4 7 % , g&WW c1,306,088M 9to.$274 $25 miilion in 1989;$24 million in 1988;and $12 million in 1987.jp M L

@MCOptions Expired or, Terminated N@y | ,M9877 $ Wf M2,3297999 $; 9 to $32i 80estr6stess StosetPlan i 'My M 9- 3CQ|The Restricted Stock Plan grants aVvards of market value shares tog 5 @$ 9
3

MdWl989MW, MMgf
. Si %'

|$}OfQ 1988 g&yh5 qWW"g4599,826y $:9 to $32i%7,306 dg 9 to $31 ? iover aiestriction period not to exceed tenyears.The value ofg@g1 Q
key Executivesicontingent upon their continued employment.b|

/ Wy

? 424,885 W $ 9 to $31 .'[? restriction period No shares were awarded in 1999 under thepig$ Q
W@h#h , A < ' Plan a $ d

1987 F S N Y . G ' 5 . shares at the date of grant is amortized.to expense owr the$h.

4 Z .
.

@M4* W
M M 8eos h erstkase Rh; WM @muY, i Restricted Stock Plana total'of 228.000 shares with'an aggregateQiW !

-
4

6 hThe1986StockPurchasePiarhl fireplaceithe1983 Stock Purc -
swere awarded in 1988;and.64,000 shares with an aggregate @yg g)$
(narket value of approximately $4.4 milhon at the date of grant

54 Mhsse Plan |provides for two types of offerings: fixed price offer- t
* : market value.of approximately $.1.7 million at the date of grant $*Qj@qp

m

T Mings' arid periode purchase offerings. OnJune 30;1988, a fixed ,
Awere awarded in 1987, The expense recognized lior the plan M y?p$g

N@$$ subscription agreements. to purchase shares at the fair market LT[ years employment with Oticorp' or its' subsidiaries) may enter into tprice offering was made,"iriwhich all eligible staff members (two (

(amounted to $0.9 million in]989, $0.8 million in 1988;and fpgggg7

y' $tomillionin,1987.; "o 7 4(*j'+%g yg%)y ' "4pghg
r

[$$ va!U6 on the date of the agreements. Such shares could oenV$ purchased from time to time p' rior|to March'31,1990.' Prior' tokg:q~ y;f" f [, A ,g 1, y d M yg @y M+eg 4p$g(
o 4 ; BJ " ;s f s

y
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ghifnentsfunder the 1.983 Stock Purchase Plan, to purchase shares at 5 y " '', Q@ j Mgg g[^.g@[m
'' T>

WWeither the book;value,or the , fair market Wlge~on the date of tfie . r A !;;
y'43 Q ' j g }yX 4:g.44 y

@gs .

ptagreements.m ( w r:c . ; e ww a .. . nW%
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itions and credits; Reclassifications have been made between M:MdM$
'

#
< +

> 198k s current and deferred tax expense for 1988 and 1987 to reflect th69MWQ W:w, morpoemroewvwe +e, % saE am wn n
-

# a .

4U H <*u

-
* 1999a : 1988 ><w g eeu is - mcme< ~

w ' , tax returns as filedm%cwisidrt the Ouieffecioffrwestment'securid d %
p .

,..Vs.

shb;$g
<

Nk3 Provision.forTaxes <J."> MW income |g!M,onh 4W f 6 Q ,
4

.

($894; R ties transa:tions' amounted to a provision of $62 million in 1989M R 3

*

' EWithin the total

A:@ AhM%lncome Tax.8enents Related@ 481 885g ($ 1,009j. ,of y'
"/

7 $39 million in 1988/and $88 'million in 1987. ,c 4 '' @[. %
CAs a U.S. corporation, Citicorp is subject to domehtic taxationMD[hMgfg Kto Foreign Currency D#! D@g% Jg.

-
~

bg@panslationlieportedI.ny .W
,

! currently on all of its foreign pre-tax earnings if earned by a for- 4 M)$h,1
o: . m . <,

Ngj Stockholders'Ecluig (40 1(13 9 - (43) ? : eign branch or when earnings are effectively repatriated if earned

[4$f ([ Extra 6rsnary1ternMD@m%gggRM d@ V g~g~ # y 81,0810 ($(996c 5$851S : by a breign subsidiary or affiliate. Itp addition, certain of Citicorp'sW $
gRi ' J _ R ,," Jdomesticincomeissubjecttoforeign|incometaxwherethei Nhh|,.. gi@VVAYkk3 CarryforWardTax Senehts7

h%kygygg naama'as Nutes id S[E $ 1;0SI IL(f(0) A s 4 s payor of such income is domiciled overseas. For purposes of disyggj
closure under rules of the Securities and Exchange Commission,qQ

L $ ' 83c,' E $851 >+ 7 oreign pre-tax earnings (loss) approximated $427 millionin 1989,%f/Mi4M f
fy@g|98.Q, D_ _WINWm%fs

m , .. - @ AA.M i 4 L M
WQAgule> 4imit tne extent to wnich tne futu.re tax benents of certain ? % "$1,527 million'in 1988, and $(2,013) million in 198M()of th[Q$@[g%Hhh h U result of.the net Sss reported try Citicu p in,1987, accountirfg ' Deferred taxes result from differences in the timin rbcN-

aginition or ,eyenue and expense fo, tax and ,inancia, account,,p Mg
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,Y , hB | d,NWhiCh are described bel 0W Nas approxinWely.$14.6 billion andMiff( % !
Mg!Oticorp' offers various financial products to its customers to meet !

%$ $10.1 bill on at December 31,1989 and 1988,'respectively Of theseh '$@qamounts, approximately 85% at . December 31 1989 and.92%g|@ %$ a
$@4 their needs Ibr liquidity credit enhancement, foreign | exchange. a@j at December 31,1988 related to sales of residential mortgages $7

y

/ @T Mg and .intesest rate protection. Many of these products were denlQ'
foped in response to the groMag sophistication of the financial S st Oticorp also' has secondary recourse obligations 'under servic-?

1,y%f mallets and customers' needs for flexible ways to manage fundM s ing agreenpents with the Government , National Mortgage ayM@N 99
?

P{W(of these products maysene to reduce rather than increaseQ ' * ' Z[ Association (GNMA)(overing approximately $8.3 billion ofM4%7d$ ng costs' and foreign exchange exposure, in addition, the offering ( '
residentia(mortgagesatDecember3p989and.$7.3billionatM L 5 / q

; December 31,1988. Losses under these recourse obligabons havef W T3|gW ,

'

WRCiticorp's own exposure to movements in interest and foreign v
;fgeschangeratest gg;N4gdMWb @$2 VnotbeenmarerialWWW p _ J$$MP %&p%%y%

y N(W All products offered by Oticorp are subject to its normal stnrW " W Certain Oticorp subsidiaries are also obligated under secoursei);
Q
b gent credit standards, financial controls, and risk limiting and( , f provisions related to the sale of participations in pools of creditV:' M%M

y$ present or futuse fundert asset or liability positions |but areM '.d~ ' On 1988).The maximum obligation is limited to the amount of)(gMMS
monitoring procedures, Many of these products do not entall t g j card receivables of $6.9 billion ($6.1 billion in 1989 and $0.8 binion Ly

$kjhcontracts. JMR yf W NbM&Lef M4, j transaction:The excess servicing, fee represents the gain on salOjyhQ
3 instead in the nature of commitments, guarantees, or executory 4 excess servicing ' fees that Will be earned over the life of each sales Ngy:M

Qj
jp (&ollowing are discussions of certain significant products, with F %and is based upon the difference betweeri finarKe charges $$a 7 M #gg 5VW

indications of gross volumes.$M QMfw is t 3 i Mreceived from Um.iieoiders less theyie%f paid to investors <transac 1

gfj/WNWR$ MdWCA: _ ' * 3&n Mtioncosts,'creditlossesiand a normalservicing fee,Whichis%dM MQ% 0
Xalso retained bycertain Citicorp subsidiaries as servicers. As specli 7 s

h@%@4 men N '""'* - =* M w R Y 1 M Q f W A .fJ each month ls deposited in an escrowaccount, up to a' pre @d W W 4
i fled in each sales agreement, the excess servicing fee eame m9@ Citicorp andJts subsidiaries had outstanding unused r;ommitn

!

%psy tinderwrieng facilities, or to extend credit in the form of lease d@[Ginvestors for credit losses over the re.maining term of each'salesM,h.@Q |d
%Qments to'make or purchase loans, to purchase third-party Mi ? 4 determined maximum amount, and is available to reimbursea%qf$M receivables |to prowde note issuance facilities or revoMng n .s

M#%g@); transaction.'When the escrow account ls at its maximum /

| amount, excess serviciry fees are passed detectly to the Oti@ corp q@dy$4Ly
ggfinancing of $51.8 billion at December 31,1999 and $48.3 billion mat December 31,1988|The majority of these commitments arepn
$g$ continge' nt upon customers' maintaining specific' credit stan-i) subsidiary that sold the receivable and are no longer available tcQ f$ ,

credit in the form of retail credit cards / check credit or related i aj? account to absorb credit losses is included i6 other assets and $$%j $W i
dW6dards. tirtuded from these amounts are commitments to extend bf absorb future credit losses, The amount available in the escrow 9%wc.

$$gplans?in addition, Oticorp and its subsidiar|es are obligatedj ' 4(approximately $ 12 million at December 31il988c During 1989, thegj@%@[d
~

M
lwas approximately $209 million at December 31,1989 and 6 Rdi$g C

Qgp under various recourse provisions related to the sales of loans or monthlyexcess servicing fee camed was, net of $206 milliottofifM%hc4 sa|les of participations in pools of loansJhe maximum obligation h 9
fcredit losses /while there were no escrow account lossesp Qr %g%qj% under recourse provisions related to the sale of all types of loans >w; H(eNJ%y;q%g /3,ja j Q Q y h gsi|-| g g s g fi gMM egept sales of participadons irYpools of credi.t card receivables '
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Q Stonegdettersof Credt A ..
_,<.f ,* ;p,rovide a payment mechanism for a customer's third-partyobli9,

-. . .

j

pWB$[ enhance the credit standing of Otibank customers. Standby let-
<

y 5tandby letters of credit are used in various transactions to f ? gations; to act as a substitute for an escrow account; to assure y d
,

.,

RM 5 4 | payment bya foreign reinsurer to a domesticiinsurer;and toX M >q
$ h ters of credit are irrevocable assurances that Citibank will rnake i g assure payment of specified. financial obligations'of a customeO

;,*
, '

Q gd Jobilgationstothirdparties.:% payment in the ewnt that a Otibank customer cannot perform itsig Fees are recognized ratably owr the term,of the standby letter?~'
'

. t W Cof creditJI.osses haw not been materials m aTU
4 '' ~" *

IMCitibank issues standby letters of credit on' behalf'of its cusy N WMw - G3 '.@hytomersforfieprimarypurposes:toensU; recontract'performanceg $jp% ~ if 6# @v4Qf 'y 9: dh h$
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he /W J 4 eWtime a financialinstrument or currency at a'contracitiprice CCNf
i $$AMBAC/a wholly cwned subsidiary of Citibank.provides' default E ?which mayalso be $6t0ed in'castt based on differentialsWDMT6

$b insurance on bonds issued by U1 rnun cipalities, Under.mbnicit . s between'specified indices @ w6 Lfhf$MN $$p%pdfpal bond insurance policies, if a bond issuer defaults on an r n;Wq in most cases, Citicorp manag@es the exposures related to these@W 1
W DSinsised issue, the insuier promises to pay the principal and interMh 1 products as part of its overalijnterest rate and foreign exchange ph
[$ % est in accordance with the original payment schedule | Acceler@ itradng actMties which include both funded (asset and.liabi!)tybb Ni

4 @i hjQion of paymerit under the insurance policy by the insured is not 9% } and non-funded positions. For example, Citicorp tnayhold a i @@jOy

M3Mh!i9cnous credit review along 'with.an ongoing risk monitorJng Wgsstantially offset gains on the other position. These products are j@k , ,4h!M.AMBAC's$% W%Ni.jn ML ,i permitted. % g securit91n ijs trading portblio and at the same time have futures
.

nsurance underwrking procedures include a % ' , gcontracts.to sell that security The tosses on one position may sut y

Q Q only invastment grade municipal bonds, by drwrsifying its nsk % yalso utilized by Citicorp to reduce exposures outside the trading h{M
yy

Rq' p7 process! AMBAC limits its exposure to. losses byunderwriting MM

jy {. Qby obtaining reinsurance, Fremiums are recognized over the terrN @The price and credit fisks inherent Yn traditional bankin$@gey %@ p
; portfolios as hedges ofinterest rate: gaps and forei ?

A geographically by type'of bond, by single.!ssue. limitations, and [ , ' ) positions 4% J@@My$$$t@gn exchan

jg&E of the insurance policy The amount of uneamed premium was ; " g ilces are also present in'these specialized financial products, as ar$p N[h
. .

g sery- p
e

hMW $357.6 million at December 31,1989 and $325.7 million at w
ithe various operating risks that exist in all financial activitiesMKm|

@y %FDecember 31,1988 Resenes for losses are provided for when : ih p Price risis is the exposure created by fluctuations Jn interest and % "1

M

@k ( $ldefau$ b9 the bond issuer is reasonably anticipated; such losses M ,| foreign exchange rates, and is a function of the type of prociuct,@|{f ; }o|g
' '

f have not been material. The principal amount of munidpal bonGP the volume of the transactionthe tenor and terms of the agree h' pinsurance in force retaaned by AMBAC was $312 billion at A M4fment, and the volatility of the| underlying interest rate orge > Mpp
Q h iDecember31,1989 and $27,3 billion at December 31;1988 The C Aexchange rate; Price risk is'affected by the mix of the aggregatef gj

i ; /y%,(municipal bonds insured had a weighted-awrage life of 15.6V9 % portfolio and the extent to which positions have offsetting exqs -j.
%) ears at December 31,;1989 and.162 years at December 31J988, |3 / ysures The price risk of an interest rate swap, for example, willbe

h phhMCapital Markets Assurance Corporation (CapMAC)Ja wholly-f g reduced by the presence of securities, financial futures. or other@MW.

'

Tif MM ovvned inderect subsidiary,of Citicorp, insures the timely payment 4' dinterest rate swap positiont'w6th offsetting exposures. Citicorp Q$yj:8
g Hj of principal and interest for hsues of corporate bonds, deben-7

}j ucts on.a rparket value basis that recognizesh earnings the gains gM
manages its trading actMties in these specialized financial prodg

(gi ytures, notes,' asset tiacked financings, and other taxable obliga4 . .
4 hytions, in addition, CapMAC may underwrite'otreinsure financial > j? or losses resulting from changes in market interest or.exchangeg y
g Q@ guarantee insurance for tax-exempt securities,4 , p C W' W rates; Trading limits and monitoring procedures are used to'conWdd CapMAC hms its exposure to losses b) underwriting only J . . itrolthe
di$hnvestment grade, obligations, bydAersifying its risk geographiO A7 j Citico.owerall exposure to price risk,WQM

My.u/dF ,
rp utilizes a variety of techniques to measure and ma L

f Mg cally by type of securit,ies, by single issue limitations, and byg < f age its risk exposure in interest and _ foreign exchange ' rates.' WhilejMi@
QQMobtaining reinsurancef CapMAC further limits its exposure to A L ' ( the complexity of Citicorp *s operations pecessitates customizedMy
Rf flosses by requiring owr collateralization, or a pledge of a standbyg q rish management techniques foithe various businesses ith@p J '
N hu3 etter;of credit or other third-party guarantes2WQ, - j. O engages in, the monitoring procedules generally entall art objecMl

@ OE{? age as risk is reduced. The amount of unearned premiurn wasQ@t vlevels, and timely reports to line and senior management inNg(gi;
NhjPremiums are recognized owr the term.of the insurance cover ;tiw measurement system, various risk limits at appropriate control e

{ Ngt& 31|1988 Reserws'lbrJosses'are provided when default is reasona$175 million at December 31,1989 and $17.7,million at Decembert j(accordance with prescribed poNcy These comprehensive tech 9 3pg
.

. v

p ' $blyanticipated; losses have not been material!At December 31.Y : gprobable impacts of price risk or)its projected earnings based onW@P
l. niques enable Citicorp to prudently manage themaximum and g j

$ . h 01989 and 1988. CapMAC's principal amount of insurance in force%L. ; historical and current implied interest and foreign exchange. rate f
gk g detained was $2.8 bilFon and $1.6 billion; respectively Thep & , ivolatilities.N $ /MjM ,$@% fi . 'iO g > |

M@k. Qweighted-awrage life of the insured instruments was 9.9 years &r Credit risk is the exposure to loss in the event of nonperibrd$ 3

? Dabilityof the'counterpartytp ho_norits obligations to Citicorpf{Q ;1|
Mat December 31;1989 and.16;4 Wars at December 31; 1980s '

f pF% Interest itsee and Foreign Exchange Products
i mance by the other party to a transaction and is a function of the

% ;f
yj ' g Citicorp. offers interest rate and foreign exchange futures, forwards,H ''i ~W % XQ %$g uy"'

,' * ' "

*
4

h ggoptions.|and swaps which snable customers to transfet modifyJ ' QN Nd j
< q j , $w7m% ,4

e7,,

$ g@apd forward contracts are commitments to buy or sell at a future =
or reduce their interest rate and foreign exchange risks. Futuresi '% t

7,

g i << m y; < 3 gpM $'

Mdate a financial lostrument or currency at a contracted price, and -
, Mg 9 'a :

/ -

" ' 'E m ,f
% y 'C 'd

q;
kmay be settled iricash or thro 0gh delivery Swap contracts 'are f

~

9 i
> , tcommitments to'settid in cash at a future date or dates, based on ; '" '

) ' $p$sdifferentials between specified financialindices, as applied to a -
,

4 4 ' E q" . ;j'

:

; i' *f ' ?H'n. ; NQ 4 i ][ Sh%notiorialprincipalamount.Optioncontractsgive'theacquiret fora? , ' '

, , 1. - 2 - - 4": ' @d [ M %y < a, , s , p , #.,@M fee; the right but not the obligation t,o buy or sell within a limited i dy
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"MMdu'e to the counterparty will change as a lesult of mowments in j$ er these specialized Anancial productscihe amounts due from or c r 20. PUMRE 28MCT OF RBCEN,0f ,88U80 N ..
g menet rates; and the amount subject to credit risk is limited toi : 1 (in December 987, the Financial Accounting Standards Board d@? W

J ACCOUNTIING S1ANDARDS , NG q @@iV
. W

gf C this nuctuating amount. Citicorp controls credit risk through credit? (FASB) issued Statement of Financial Accounting StandardsJSFAS)$$$ '

y$]hk approvals limits,-and monitoring procedures, and the recognition) ; j No. 96 " Accounting for income TaxeG SFA5 No. 96 would sig%f Min earnings of unrealized gairs on these transactions is depen-j , ? nificantly change the method of accounting for income taxes.fory Qf

$yad losses related to these interest rate and. foreign exchange prodQV$ tax liability Unde ( SFAS No,96, income taxes;would be recognized g%hiK dent on management's assessment as to collectibihty Credit. t . * : financial statement purposes;without affecting the actual cashWi
5JJ

L' yd& Citicorp has a significant presence in the interest rate and fora @ fin the financial statements, calculated based on provi$ ions ofM(gy@i k,
S utts haw not beenmaterialA% jfjg7Ly- for the tax consequences of.all cents that have been recognized y;

J enacted tax laws / including the tax rates in efrect for' current orib gg ; ;6 ' [elgn exchange markets,The aggregate notional principalM i
future years Deferred tax assets whose realization Js dependent dhh samount of Citicorp *s outstanding interest rate contracts was D J " q s

yn J $392.6 billion nd $287.4 billioncwhichincluded interest rate Q~r L on taxable earnings of future pears would not be recognized $ ; gea
swaps of $187,5 billion and $138.1 billion at December 31 19891 . J in December 1.989< the FA58 extended the effectie date of & f$@@f and 1988frespective19 The aggregate notional principal amount,75FAS No, % to fiscal) ears beginning;after December 157,911 and n OM% ?

%Qof Citicorp'soutstanding foreignexchange contractswast . _ e ' }announcedits intentionto reconsidercertain significant provlW4 jg 1
.

9 sions of thestandard. AlthoughCiticorpcurrentlyestimates thatL M . >
. $p)n $588,4 billion and $4342 billion at December 31,1989 and 1988c ' .

lespectively Notional principal amounts are often used to expresp i the impact of adopting SFAS No.196'would be a cumulative M $?n
Ay

ireduction in stockholders' equity of approximately $350 millio% M
# $ythe w;lurne of these transactions, and do~not reflect the extent toj9

J lthe ult! mate effect may be different depending on the nature and $@d 4which positions rnay offset one another These arnounts do noti
K extent of the modihcations to SFAS No,96 that are decided upon% jiiepresent the much smaller amounts potentially subject to riskJ -

gpN Citicorp's exposure related to interest rate and foreigo l

gvalue of the cost of replacing at current market rates all outstand % y 21. STOMMOLDER'S BOU,7Y OF Cf,lBANN, Nh[Mq#Ts up ay MgMUuAi w bytheFA58C M
=

! w'' w[2b[!@;hy $ change products can be estimateri by calcWating the presentT ;
g 'NN QWpr IiS # 'M \ pd%,

- g M i ing contracts' this estimate does not consider the impact that Wi J Authorized capital stock of Citiba$ was 40 million shares at MNg+@9
$ @kfuture changes in interest and lbreigri exchange rates would have?iDecember3L1989/1988 and19e7e14 ,a wz
M orlsudhcosts, AtDecember31,11989,thegrossaggregateunreaW * 1 j * > " W "(: Mb N|%wdfSMF

A(ggy {&h pized gains on dontracts; based on these current market values,
'

g , ,; g , , wqwere $3.1 billion for all Interest rate contracts (whkh inclucles ' = E.
QWw$2.5 billion related tointerest rate swaps)and $11,0 bill _ ion for Albwuometcouns s ' Win M d M 3,ee9h it N G w C * hj# %

kM,,. O.,,,,,8 Y,m,DeO.,k, rs u[r h {a. lance'at8eginning< war $gsan$ paysw9(g$"*"9'' hN 8a
m

%
-

s a m e e pMtn3
(Netincome(Loss)<W . W3mJ83222 )$ 1,583($(1,069)y%af

Knon-cancelablioperatingleasesforpremisesandequipment,S "
4 Citicorp and its subsidiaries are oblicjated under a number of a

-

Contribution from Parent Compng .E $1 Wy 2 $178 p
hmost of which have renewai,or purchase. options" Minim.um ig , [gt

i
Add {tions,Netg jpp 7 414e S 15 n 011ggg

1 . %jirentaicommitme'nts'on non-cancelable operating leases, net of / iR / A @ f ,' W - '*q c 8E287%$ 1,6004$? il20hS%
% Dedueneda\'. '. N@ @r Mkb,f psuolease income /are $329 million in.1990,'$788 million in

$251/million in 1992; $204 million in 1993c$177 million - . #1DividendsDecl$rst db ,& d$$750 !@$M950%S00h M
(p,f1991,1

!

i oreigriCurrencyTranslation NYNd" dh 'i"' ?"49 W 523 % 'yr } 7@ expense was $,532 million in 1989 net of $49 million sublei
1994, and $734 million thereaftet totaling $1,983 milhord 41 L F W BS

Net'AmortizationofIntangibles O ' M/ V MOCp ,
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OticorpandSubsidiariesu .* V $.d M t :|f 7'
if~ fThkihardo' DNectorsL' g'

'

%, , _ f ;,

$ 2 ConsolidatedStatementof 0perations c " %
.A ' Oticorpy *

'
,

9 n| ,( fL t Consolidated BalanceSheetu ; y, oj*

< .

1;f Mconsn'tbincorporationb, "i
,,

J ce of ourreport dated Consoldated Statement of Changes in| <j
7 7 ' y; ; , , , ; -[

,

slidated balance sheets of J Stockholders' Equrp , _~ j ''

dy ,y .lanuary 16,1990, relating to tho,W ' J Otkorp and subsidiaries as of December 31c!984nd 1988, the
,

Consolidated Simement of Cash Flows c n_ ,
'

,i

' ' Consolidated Statement of Changes in Financial fbsition ig; 4( .
Ppf , ;relatedconsolidatedstatementsof operationsartchangesin1. _ ,% , ' Rij j , 4 ' i'

Jp |- stockholder $' equity for each of the years h the three year penod i..On October 24; 1989, Oticorp flied a Cunent Report on Form ;'

MM ended December 31,1989, the related consolidated statements of _'
t 8-K [ item 5) dated October 17,1989, which report included a sum-R yyg , # cash nows for each of theyears b the two-year period ended -

wk ; December 31,1989, the related consolidateo statement of i > maryof theconsoldatedoperationsof OticorpforthenineE .- m ' ' '.

4 | changes in financial position for the year ended December 31,1 ' months ended September 30/1989. Ori.lanuary 17,1990, Oticorp% o

u % : 1987, and the related consohdated balarice sheets of Otibank,7 filed a Current Report on Form 8-K (item S), dated January 16,R %

h[ 5 NA and subsidiaries as of December 31/1969 and 1988, WNch; : 1990, which report included a summary of the consolidated s E,3'

ME , report appears on page 44 of the 1989 Oticorp Annual Report ! ? operations of Oticoro for theyear ended December 31,1989/
'

o
"

f and Form 10:K in the following Registration Statements: of J Calculation of Ratio of income to Flmed Charges is nied u g ,
E , & Oticorp,Not 2 77058/2 47648,2-58670,2 58679,2-47647,% herewithi .A>' ' i11,;, u % 1'

iM L 2412298,33-5564 ~ 33-21332 and 33-21311 on Form S-8, and, : : Oticorp's significant subsid6 aries (as defineo) and their place of M M

i' V ;33 3114,33-11927,33 20692,33-15896,3 l-18754,33-26018;- - incorporation or organization include; M,:"iJ y ,

w , |33-784,33 32207,33 30791,33-29015! A id 33-33238 on Form S-3; ; Otibank, NAE . . m . United States | ' W, , $ e
,

,

d$ [and of Oticorp Mortgage Securities, ini , Otibank, NA, and ; : Otibank (South Dakota), NAi _S ' ? ( UnitedStates - % <
*u

iCiticorp Banking Corporation? : 1 m Delawarei $
h$e Lotheraffiliates Nos.33 6979,33 3161d 06350,33-8718,1 y 'j
b M;'433 16870,33-25068,33-28615 and 33-! 1448 on Form S-11,.

Oticorp Holdings,Inc,J .M,' . DelawareJM
1~ o L W '' M ? 'F'','' Oticorp North America,incR ,. f Delaware' "~

* g

| Other subsidiaries of Oticorp and their place ofincorporation or h" 9
s.'

qj gp w<t, -I V '
.,

i ,4 - h , * mganizationincluden R _ A || i| "&k;[ggi
; AMBACIndemnity CorporationA (Wisconsini s: ;J t'

Xf',,,' OtitanklArizonalf ? , Arizona 4 J' '''MC + - = a-

phy)g [ NewWik,Newtrk - Otibank DelawareM " .
*

p pMarch5,1990, Citibank(Maryland), NA ' a | [ .UnitedStates> 'M a
ec -

; Delaware* '
4

QheN"HOPENHES
, ,

. Otibank (Nevada), NA ! 1UnitedStates ,' ''
,

4

w gm P rs.-, , . _ _ _ . - : Oticorpinwstment Bank um!tsd ~ ' t ? - United Kingdomi V 1
,

., , .

T OThe principal offices of Citicorp and Otibank, NA l"Citibank' ) are Citicor Mor Inc? Delawa
'

J_ m@ t[ located at 399 Park Avenue, New Wrk, New trk, a 39-story build
' "

'Ird |
"

1 Otic Real s Delawar '
I ' United States Ln3;: Ing of which two thirds is owned by Citibankiotibank also - OticorpSavings, FSLA

' '

owns one third of Oticorp Centet a 59-story building located at OticorpSavings of Flodda[FSIM UnitedStates #: = '
I

;3 pp{Aenue. Oticorp occupies all of the space it owns in both build- ~.; gg l53 East 53rd Street acoss Lexington Aenue from 399 Park 4 OticorpSavings ofImnois, FSt.A I UnitedStates i
' '

i '4( Oticorp Savings of WasNngton,D.C['" Uns'Nes1,

j e g ings. Oticorp at Court Square, the 50-story addition to the New FSLA ' "

1g jd trk headquarters complex located in Long Island Oty is essen-g , f tlally complete and fully occupied by Citicorp users. Otibank also -:CiticorpSecunties Markets,incJ IDelaware ; "!: OticorpScrimgeourVders Umited ' United Kingdom 1 oI

owns 111 Wall Street in Newtrk, which_ is totally occupled by - , OuotronSystems,inc? . DelawareW mg,Oticorp in additiort Otacorp has major domestic real estate hold"< Oticorp's Restated Certificate of IScorporativa, as amended, ? |

*

mgo mr

ings in los Angeles, San Francisco,| Chicago. Phoenix, Tampa - " By4aws, and instruments Def ning the Rights of Securities Hold- c j+
1

j g,; Sioux Falls, South Dakota Hagerstown, and Tyson, Maryland, and , L ers, including indentures and constituent instruments, have been [1
o

ggThe takes, Nevada ^ . previously filed with the Commission as exhibits to various -
gg s internationally Oticorp ownfmajbr corporate premises in - 0 Oticorp registration statementsa ' <
,

yj 7 : various cities throughout the World, including Paris, London,,
'

Stockholders may obtain copies ONuch documents by writing 7 y
y% y

'

J Citicorp, Corporate Administration,399 Park Aenue, New trk,; gV
, s

cNew trk 10043.1 1''| gg' ' ~ '
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'

~_

is building a globalfinancial
services organisation

'

dedicated to satisfying our
customers.Oticorpers in

90 countries work together
to consistently deliver

,

quality service to customers
> * 1 and colleagues.,-

,

The Service Eacellence
'

' Award honors Oticorpers'

i

who serve our customers j

best. Award winners
' - featured here are among the

2,000 who have earned ;3

Service Eacellence ,, 4 _/^A1 dudr
-

'
^ recognition in 1989. We-

applaud these outstanding
membersof theworldwide

Oticorp team.
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