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Citicorp: A Global Financial Services Company

& We ave:

Unigue in our commitment to serve all customers, including consumers,
corporations, and other institutions, with a full range of financial services
in virtually all marketplaces of the world.

Unique in human, managerai, and financial resources drawn fromthe
global marketplace.

Unique also in the balance and distribution of our activities worldwide.

@ Ourfinancial objective is to build shareholder value throughs:
Sustained growth (12-18%) in earnings per share.

A continued commitment to building customer-oriented businesses
worldwide.

Superior rates of return on equity (18%).
A strong balance sheel.

Abusiness balanced by customer, product, and geography.

© Werecognize the need to balance short-versus long.
term values and are guided by shareholder and customer
interestinthese decisions, We did this in 1987 and before
by taking steps to maximize the value of our savereign
exposure,” providing for the aconomic risks while
recaonfirming our tong-term commitment to act as a globaf
intermediary.

@ Ourbusiness efforts can be described as follows:

A global consurmer business: bringing hnancial servicas o the
consumer markelplace around the world.

Global institutionalicapital markals: a changing businass, concentratad
In OECD countries, which brings logather the skils, services, and
traditicns of corporate and investment banking for bothssuers

and investors,

More traditional corporate bankeyy and hinancs. pranasty & incal
business in the emerging economies of tha world.

Corporate initiatives lookins? to the 19908 and beyerid- prmardy

an inforration initiative butlt around Quotron and Hesigned o povide
financial information and transaction senvices fwough the use of
customer-based, terminal-activated systems.

Inside Directors

Frameall s nght
FAUL J, COLLING

LEN R CRBOMATE SHEICLR
JAMES D, FARLEY

B CR MR

RICHARD B, BRADDOCK
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To Citicorp Investors

Nineteen eighty seven was a difficult butimportant year.

@ Actions relating fo our cross-border porifolio domi-
~ated Citicorp’s financial results. In this area, which

s of a central concem to your Company, we have achieved
important progress and ended the calendar year 1987
with substantially greater flexibility and strength than was
the case a year ago.

& Our core business efforts continue to make good
progress and are producing solid values.

For the year, we reported a loss of $1.138 billion,
or $4.26 per share. This is the first oss since 1934 and
reflects our decision to augment our reserves by
$3.0 billion. Because we continue to have good confi-
dence in our underlying business, your Directors
increased the dividend by 12 cents, or 10%, in Aprit to an
annual dividend rate of $1.35 per share. Your stock
closed the year at $18% per share, down from last year's
close of $267% per shate.

We continue to emphasiz our balance sheet
strength as seen in terms of funding, reserves, and capi-
tal. At year end, our total capital was $24.5 billion, an
increase of 14% from st yaar. Qur primary capital was
$16.8 billlon, up 24%, and our reserves were at $4.6 bil-
lion, an increase of $2.9 billion from last year. At the same
tirne, outstandings to resteucturing countrias were re-
duced by $1.6 billion to a total of $13.3 billion., We partici-
pated in new loans which increased exposure by $300
million, but reduced our lotal exposure as a result of pay-
menis and the use of debt/equity, debt/debt, and other
such transactions during the year. Because of the charge
to earnings refated to building the reserve, common
stockiolders' equity declined by $3.0 billion to $5.2 bil-
lion and was Increased to $7.2 billion by yearend, as a
resuit of decisions taken to retuild the base, The expan-
sion of our consumer business, with millions of cug~
tomers around the world, continues 1o strengthen cur
funding base.

At the end of 1887, some banking institutions
in the United Stales and around the wotld further in-
creased their rasamves or otherwise fu:* war provided for
tha risk associatad with their sovereign exposure.
Citicorp, given our long-term commitment (o the intama-
tional business, our nssessment of the profiress thathas

heen made in this sovereign debt area, and the success
and flexibility we have had in restructuring our exposure,
believes that our current resetve posture is appropriate,
balanced, and provides for all reasonable and likely
needs andfor risks.

Since the 1970s, your Company has been modifying
and adding to its business in response to changes in the
market, changed custormer needs, and new opportuni-
ties. Details with regard to our business activilies are
contained in subsequent sections of this report, but itis
appropriate to highlight these developments.

© We continue to b i'2 our global consumer business.
This business Is focused on providing traditional
checking, savings and other branch-based deposit
products. investment products, and credit card,
mortgage and otner loar services to individual cus-
tomers around the world, After spending substantial
monies to start this effortin the late 1970s and early
1980s, we have reported continued strength in cus-
tomer franchise and earnings. In 1987, we reporied
earnings of $548 million and a return on equity of
16% for our global consumer business. We believe
thal the effort will be one of the principal sources of
continued growth and strength for your Cormpany.

© Since lhe early 1980s, changes taking place in our
{raditional corporate banking business inthe more
advanced (OECD) economies required both the
development of an invesime, it banking capability to
take our customers (o the capital markets and impor-
tant modilications of raditional banking habits and
praclices, This new focus has produced increasing
marketplace strength for your Company in the
OECD countries, During 1987, earnings from the
Investiment Bank and Institutional Bank businesses
in these markets were $600 million and represented
a77.9% return on equity. We expect our OECD busi-
niessas to sontinue to be animpordant source of
growth and garnings and continue to dedicate sig-
nificant resourcas toimproving our strength in all
these matkets,

©  Since the eady part of this century, Citicorp has been
distinclive in our dedication to local currency bank-
g in the emerging economies of the world. Inthe
public percaption, this activity has been overshad-
owed by cross-border problems, but we believe our
local banking 1$ a good solid husiness withimpor-
{ant benelits lor customers worldwide, During 1887,
this business generated earnings of $167 million
and a return on equity of 24.6%. Whiie the eamings
growth in this business will probably be relatively
slow, it continues to be a core commitment of Citicorr
and animportant fongy-ierm business activity.



%9 During 1986, we felt it appropriate to begin a corpo-
rate initiative in the Information Business, which we
recognized was going to be an important business
during the 1990s. This was done largely through the
acquisition of Quotron, While this initiative cost some
$85 million after tax in 1987 and is expected to con-
tinue to lose money in the immediate future, we are
satisfied with the results. The losses relate to the
Quotron acquisition and carrying costs, and several
new business initiatives. The operating business is
profitable and offers good promise.

As was mentioned, cross-border lending dominated
Citicorp’s financial results for 1987, Our portfolioin
restructuring countries lost $76 million on an operating
basis, as a result of the fact that Brazil did not pay interest
on its loans. The significant items impacting your Com-
pany relating to the cross-border business during 1987
were as follows:

© Citicorp's decision to augment its reserves by
$3.0 billion reduced earnings and equity by that
amount and created a potential tax benefit of $1.1
billion, $259 million of which was recognized during
1987,

@ Brazil was unable to pay any interest during the year,
resulting in a revenue shonfall of $333 million and an
after-tax sarnings impact of $200 mition.

©  The sale of 20 million shares of common stock
(40 million after the stock sphit) in Septemty *added
$1.1 billion to Citicorp's equity capital,

© The sale of a condominium interest in the Compary's
headquaners complex increased fourth-quarter
earnings by $283 million, and the restructuring of
pension liabililies increased third-quarter eamings by
$163 million.

While the reserve decision and lack of intarest pay-
ments on the Brazilian loans clearly rasulted in a signifi-
cant financial burden on he Company, we beliave that
as a rasult of the reserve dacision your Company has
been able to respond more effectively to the dabtissue,
With this flexibility we reduced outslandings to restruc-
tLring countries by $1.6 billion and, through the transac.-
tions mentionad above and our core business eamings,
added $2.5 billion in new resources to the Company,

We are stronger leaving 1987 than commg in. We
believe that the heavily indebted countries are making
good progress, This shoutd continue.

During the year, we lost the services of four of our
Directors. Mr. Roger Milliken was on the Board of Citicorp
since 1947. Roger is a great American and is a man who
in his own field has built a great enterprise. He has been
an important Director of your Company and has provided
your management with guidance and support. We miss
Roger at our meetings and thank him for his many years
of service.

Mr. Darwin E. Smith served on your Board since 1973
and was Chairman of your Audit and Examining Commit-
tees from 1979 to 1987. He made important contributi 8
in both capacities, and his advice and counsel are
missed.

Mr. Thomas C. Theobald worked for the Company
27 years and helped build many of our businesses
throughout his career with us. He lef; to bacci 1o the
Chairman of Continental lllinois Corporatinn, We wish
him well,

Dr. Arthwr Furer was on the Board since 1983 and
commuted faithfully from his native Switzerland to attend
our meetings. We will imiss his international perspective,

During the year, we were fortunate to add M
Kenneth T, Derr, Vice Chairman of the Chevron Corpora-
tion; Dr. John M. Deutch, Provost of the Massachusetts
Institute of Technelogy; Mr. Roger B, Smith, Chairman
and Chief Executive Officer of General Motors Corpora-
tion; Mr. Edgar S. Woolard, Jr, President and Chief Oper-
aling Officer of E.I, du Pont de Nemours & Company;
and Mr. Michael A. Callen, Sector Executive of Citicorp's
Invesiment Banking business, to your Board of Directors.,

As | said at the beginning, 1987 was a difficult year,
but much was done. This reflected exiraordinary work
and accomplishment by the 90,000 employees of
Citicorp worldwide and the continued support of our cus-
tomers and your Board of Direclors, They have done
much and ensure our continued success.
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indiividual Bank Worldwide

1987 Resuits

Nineteen eighty seven proved to be another strong year
for the Individual Bank. Net income rose to $548 miilion,
up 51% from the $362 million earned in 1986. This
improvementis primarily a result of the continued strong
growth of our credit card business and the improved
credit performance of our various businesses.

These results reinforce our optimistic view of the
future of the Individual Bank, the Sector of the Corpora-
tion that serves the full range of consumer financial
needs worldwide.

Based on another year of solid accomplishment
and our detailed planning and analysis, we further con-
firmed to the financial community that our objective of
increasing earnings to $1 biilion within the next five to
seven years, although difficult, can be achieved. Doing
80 requires that revenue growth continue, while the rate
of expense growth declines.

Our current earings continue to be significantly
influenced by our card business and the New York
‘branch system, and we have developed a wide range of
additional programs that will contribute to future earn-

- ings. These programs include not only the largest mort-
gage and student loan businesses in the United Stales,
and a variety of branch-based initiatives there, but also a
worlawide Private Banking effort and cansurner busi-
nesses in 41 other countrigs,

Furthermore, we believe we are the only corporalion
i with the objective of serving customers globally with a

" wide range of financial services. While this clearly
presents a challenge, we believe this global marketing
strategy has already begun to differentiate Citicorp from
its competitors wilhin the financial services industry,

‘Overview of 1987

Despite our optimism and strong overall inanciz results,
1987 was a challenging vear. There were areas of wedk-

ness In the world econormy that affected our resulls both

domestically and inlernationally. More precisely, upward

pressure on interest rates beginning about mid-year had
a significant effect on our domestic mortgage business,
kothin terms of volumes and pass-through spreads.
This, in turn, was reflected in the earings dynamics of
many of our recent branch-based acquisitions, where
asset growth is animportant prerequisite for success.

These pressures also influenced the return of our
revenue levels o more normal ranges after four years of
compounded growth in excess of 30%., We earned
$6.6 billion in revenue, up $1.0 billion, or 17%, from the
previous year. Our return on equity increased to 16%,
and by year end our customer assets had reached
$81 billion, along with $72 billion in customer § -bilities.

We placed increased emphasis on expense control
throughout 1987, Although our delivery expense was up
18% for the year, we began a wide variety of inltiatives
affecting our domestic card, branch, and morigage
activities that will bring the rate of increase down. These
eftorts will be expanded through 1988 and beyond as we
continue to identify areas where expenses can bs
brought more in line with markelplace realities. We a 3
strongly committed to continuing 1o reduce cxpenses
while maintaining a stoady revenue momentum,

Virtually all of our businesses improved their credit
periormance over the year, Specifically, net write-offs as
a percent of average outstandings declined to 1.43%,
down from 1.56% a year earlior,

During the year, our domestic activity was led by
continued solid progress in all operating areas of our
credil card business, including the management of our
revente, expenses, and credit porticlio. We added, in
gross figures, over 3 million new card members, main-
taning our position as the nalion's largest MasterCard
and Visa cerd issuer with 18,2 million cards in use, We
also introduced a variety of Bankcard marketing initia-
tives, including imporant alfinity programs with Ameti»
can Airlines and the National Football League 1o reach
altractive markel segments. Qur regional Choice
Bankeard was reintroduced in associalion with the Visa
network, allowing us more flexibility {or future expansion.
Diners Club also had a strong year, both domastically
and everseas, and became proliable on an operaling
basis in the Uited Stales for the Hirst time.



Despite the market-related pressure on our mori-
gage business, we produced impressive and market-
leading overalt results including $13.1 billion in mortgage
criginations, $8.0 billion sold into the secondary markets,
and a year-end portfolio of $44.4 billion in mortgage
servicing.

We also continued to build our share of the mori-
gage market over the course of 1987, despite the well-
publicized market difficulties, By expanding such efforts
as MortgagePower—Citicorp’s national program devel-
oped to facilitate first mortgages through real estate bro-
kers, builders, and developers—we believe we are better
positioned to continue building our mortgage business.

Also domestically in 1987, we continued o selec-
tively improve our branch-based distribution around the
country. For example, we added to our branch networks
in Utah, California, and Maryland. We also evaluated
many opportunities in 1987 that we chose not to pursue,
since it is our view that there wilt be a substantial number
available in the future that will be of more strategic value
to us.

In 1287, we placed more emphasis on improving the
international earnings base of the Individual Bank. We
expanded Bankcards abroad, often together with Diners
Club. We acquiredi Bank of America’s Visa business in
Hong Kong, and we also introduced Bankecards in Japan,
the Philippines, and Canada.

Wa worked hard on requlatory issues to conlinue
maving toward a more freely compelilive environment in
many of cur overseas markets. Wit received imporiant
additional perrnissions in Taiwar:, Korea, and Argentina,
among other locations. Qur buginess results for the yoar
ware particularly strong throughout Asta, i most mdrkels
in South America, and in Germary, the United Ringdorm,
and Greece. We conlinued to develop our mose recent
international acquisitions, primaniy in Europe, which
have substantial longerterm promise.

Wa also invested heavily in our Private Banking)
aclivily, continuing to buifct a worldwide distribubion sys.
tem in major markats such as Japan, the United King-
dom, Continantal Europe, and Brazil. We believe thal
Citicorp, because of our global reach and onentaton,

can most effectively serve this important c.us_tomer.base.
Our results for the year supported our optimism, with
worldwide assets under management NOW in xcess of
$45 billion and returns we!l above corporate goals.

Ensuring Growth and Profitability .
We have continued to work on multiple-product relation-
ships, which we believe are at the core of a successful
consumer business; they result in a more loyal customer
and greater profits over time. Therefore, we are develoo-
ing a variety of new product ideas that will help us
deepen relationships with our customers.

The most advanced example is Citi-One, which is
marketed both domestically and abroad as a multi-
product retail account. Itgenerally offers a Bankcard as
well as the convenience of a single integrated statement,
among other incentives for account consolidation.

Our Citi-One product is the leader among such retail
accounts in {the New York market and during the year
was expanded to many of our domestic businesses and
to such inlernational markels as Singapore, Malaysia,
and Taiwan.

Another example of a multiple-product marketing
opportunity is CitiFunds, a multi-currency depr sit and
invesiment account that gives cusiomers a chance to
rnove their money into a number of investment funds in
different currencies. First ollered in Hong Kong to cur
Private Banking customers, CiliFunds is now being made
available lo ottier customers in markels around the world.

A third such opportunity is the Landmark Family of
seven mulual funds, a multi-product set of accounts
designed for proprietary markel.ng by Citibank, itis cur-
rently avaitable in New York and will expand to several
other domeshe markets in 1988 as part of our substarn-
tiadly in¢reased worldwide mutual fund activity,

W conlinue lo be sensitive to the advantages and
challenges of our Qreat size, The advartages are obw-
ous. We can achieve substantial aconones of scaie
many of our businesses. For example, w0 Have cons
rued 1o evolve and improve Bankcard pracessing sup-
por and cuslomer service through three modern
Bankeard tenters, in Sioux Falls, Suuth Dakota:, Hagers-
tewn, Maryland, and The Lskes, Nevada.

This growth of sur mongage bisiness has also
enabled us 1o Centralizo servicing in our St Louis, Mis-
rout fachity Atthe same time, we keap onginatons
£lose o the customer atlocal branch or mortgage
hnarce olfices Woughon! the tountry,

_ Also, bocause we de business in many markels
dround Ihe world, we are able to benefit from a coneant
rilerchange of idoas, products, and people, all of
which enhance our success by acceleraling tho ntro-

Y



duction of new products and services in various market-
places. Itis primarily in this respect that our purstit of a
global strategy will bring us the most leverage.

Moreover, our size enables us to pursue a variety of
new projects that are important to our future goals. Many
of these are in our Development Division, The major
emphasis in this division is to develop technology to sup-
port our employees and customers worldwide, For
instance, during the year we began to roll out a new gen-
eration of unique, touch-screen ATMs, which research
has shown are significantly preferred by our customers,
During the year, we introduced them in New York and
Hong Kong; expansion will continue in 1988.

Industry surveys consistently show the importance
of service to people choosing a financial institution. For
several years, our efforts to improve our service have
included management attention, frequent customer
surveys, and implementation of employee service-
improvement programs, Our 1987 customer surveys
have shown distinct progress in service delivered to
customers worldwide.

As we continue to grow, we recognize the essential
role of communications to the future success of this
Company. More and more, we are competing with olher
national firms that understand and use mass communi-
cations as a key ingredient in their sales effort. To con-
tinue as the market leader, we must take the lead in
communications as well. In 1987, we introduced a major
new communications initiative in the U.S,, consisting
of national adverlising on network teiavision and in major
magazines (see pages 14 and 15).

We also conlinue 10 be aware »f the potential risks
associated with great size. Citicorp has trattitionally been
known as an innovative company, and our continuad
success in the iarketplace requires that, as wa eontirue
to grow, we must never lose our fundamental commit-
ment o Innovation,

Since we now have about 65,000 people working for
the individual Bank around t+e world--compared with
18,000 when we slarted in 1976 —we noed to ansure a
structure that allows for innovaiion and the free flow of
ideas throughout the Company. Therelore, as we grow
we will continue lo manage our businesses uging
a decentralized system, cenlralizing only when the
benefits are obvious, such as in ackieving economies
of scale,

Our personnel situation remains quite stable; for
example, most members of senior manazement in the
Indivicual Bark have been with us for the 12 vears of our
history. In addition, to ensure continued momentum and
future success, we are bringing people into the Com-
pany at all levels and emphasizing career development.

Future Direction

In the last six years, Individual Bank annual earnings
have gone from almost zero to $548 million. As men-
tioned earlier, our objective is to double our earnings over
the next five to seven years to $1 billion.

We hope to accomplish this formidable task by
aggressively entering new geographic markets, by sell-
ing products in such new categories as insurance,
mutual funds, and equities, and by marketing our current
product lines ininnovative ways.

in the totat U.S, market, the consumer banking,
insurance, and investment categories produce almost
$500 biltion in net revenues annually. Because we have
just begun to enter these areas nationally, our market
shares are minimal. inthe categories of bankcards,
home mortgages, and student loans, which we have
been able to market nationally, we are the leader among
financial service companies. The opportunity is clear: to
dramatically increase the number and size of the
markets we can efficiently reach with our products and
services,

We are particularly well positioned to take advan-
tage of the opportunity in Private Banking worldwide, and
in consumer businesses in 42 countries, including such
diverse markets as Germany, Spain, italy, Belgium, and
the United Kingdom; Brazil and Argentina; Mong Kong
and Austrakia,

In summaty, 1987 was another year of prograss for
the Individual Bank, We took a number of important
sleps on our way toward the day when every customer's
Cilicard ¢an be used to do {ull-service banking any-
whare in the world.,

zf/i//%mm/

WHEHARD K. BRADDOOK
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Institutional and Investment Banks Worldwide

As warld financial markets evolve, a wide range of activi-
ties is required to meet the changing needs of local busi-
nesses, multinational cerporations, real estate
deveiopers, governments, and financial institutions of all
types. Some of the activities are new—such as risk-
management products for borrowers and investors—and
others are more traditional but adapted to new condi-
tions —such as structured credit facilities. Citicorp's Insti-
tutional and investment Banks work together to provide
hese services, creating custom-crafted solutions for cli-
ents' financial challenges. Whiat the customer who either
issues financial obligations or invests in them sces, par-
ticularly in the case »f our larger, more complex relation-

¥ ships, are teams of Citicorp people with responsibility for

originating, structuring, distributing, and trading the

4 ‘1(:3' ~ .components of significant transactions. In this context,

B the crganizational distinction between Citicorp's Invest-
¥/ mentand Institutional Banks is simply an internally con-
venient means of alocating responsibilities. In the
marketplace, the two sectors act as one.

We present our financial results in the three compe-
nents described below, enabling us to highlight ou- com-
! bined performance from both 2 customer anda

. product perspective:

L' @ “Institutional Bank Products Delivared to Institutional
" Relationships” involve prederminantly the eamings result-
i ing from the origination and structuring of a broad variety
of aredit and transaction processing services. These are
provided by the Institutional Bank.
€& “Investment Sank Froducts Deliverad to Institutional
Relationships” involve predominantly the earmings result-
ing from distnbuting, tra ing, and hedging financiai posi-
tions generated by business aclivities with institutional
customers. These are provided by the Institutional and
Investment Banks in cooperation,
€@ “Other Investment Bank Products™ arise out of
activities not involving institutional relationships and rep-
resent primarily trading, equities brokerage, and invest-
ment performance by tha Investment Bank stemming
from our direct involvement in global capitat markc!s.

The combination of institutional Bank and invest-
mont Bank Products Delivered to Institutional Ruiakens
ships is “Institutional Relatonship Earninas, which
represent our financial results from the puispectve of our
total customer relationships.

Combining Investmant Bank Produgts Pelveratto
Institutional Relationships and Other Invesiment Hark
Products restlts in the total income from the Investment
Bank's products and provides a perspactve on our pro-
gress in this important and growing araa of achvily.

In addition 10 presenting our total actmity vath issu-
ers of and investars in financial instruments in the way

described, we have fo- the first tme also separated the
income streams inic three useful geographic and busi-
ness categories:

@ Organization for Econornic Cooperation and Devel-
opment (OECD) Countries (U.S., Canada, Europe,
Japan, Australia, and New Zealand).

@ Emerging Ecc:.omies (ail other countries where we
have a presence).

¢ Crnss-Border Rextructuring Countries,

These categories purtzay the way we allocate our
resources to meet the challenges of today’s business
world. Quite rapidly, the OECD countries are becoming a
homogenous, global marketplace for a broad group of
sophisticated financial services, and we naturally con-
centrate significant efforis there. The "Emerging Econo-
mies” of the world tend to be those where the rest of our
geographic presences have been established and rep-
resent a highly profitable, stable, albeit somewhat more
traditional. part of our business. Prominent among these
countries, also in teims of share of earnings, are the
“Newly Industrialized Countries” (NICs), such as those of
Easl Asia, Finally, "Cross-Border Restructuring Countries™
is a second segment of our activities with the non-OzCD
worid, which has become highly centralized and should
be examined separately from our lozal business in those
countries in order to gain a full understanding of the profit
dynarnics of our global customer and product base.

NET INCOME BY MARKET
s K T et
OECD  Ememging Reatructuring

MNILTONITEUCIARY  Counrlos Koonomles  Countries | Total
Institutional Bank

Products Delivered

to Institutional

Relationships .~ . . $395 S 41 $(3,118) ${2,682)
Ivestment Bank

Products Delivered

1o Instilutionat

Relationships 2238 144 42 409
Instituticnal

Relationship

Earmings $618  $185  §(3,076) $(2,273)
Oikor Investment Bank

Products 18y (19 - .38
TOTALFORYSB8Y. . . $600 $167 $(3,076) ${2,309}
TOTALFOR1086. . . $538 $143 § 124 §$ 805

Tha Iollowing paints are made clear by looking at
the numbers presentad above:
© Tho 529 billion addition to Citicorp’s loan loss
recenve was the dominant element in aggregate “Institu-
tonal Relationship Earnings” in 1987 and is reflected
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against the porifolio requiring this reserve, “Cross-Border
Restructuring Countries.”
© Results for the OECD countries show a 12%
increase in 1987. The most important element in this gain
was significant improvement in “Institutional Bank Prod-
ucts,” due primarily to improved performance in Europe
and Asia and strong results in asset-based and real
estate financing in North America.
@ Forthe emerging economies, growth occurred pri-
marily in the Asia/Pacific region, reflecting the benefits
beginning fo accrue from our efforts to build the local
infrastructure and distribution network in these countries.
& The Investment Bank's results on its other products
were negative. Strong performance in foreign exchange
and realization of some gains on venture capilal invest-
ments were more than offset by increased expenses and
by reduced securities trading profits due to the sharp up-
ward movement in U.S. interest rates in Aprit and the major
downturn in world equity markets following October 18th.
In the Institutional Bank, we held 1987 expenses flat
io 1986, even after the adverse effect of foreign exchange
translation rates in Europe and Japan. Staff levels have
been reduced by more than 5,000 people, close to 25%,
over two years, In the Investmant Bank, we undertock &
review of expenses during the year, the initial results of
which were announced early in 1988. The objective
of these reviews is, in general, not to withdraw from
businesses around the world, but rather 1o refine their
focus and scale of activity. This process still allows
for business growth.

Business Momentum

This year saw the expansion of a number of major busle
ness areay, which is indicalive of the significant growth
polential for Institutional and investment Bankirig cus-
tomars and products. These growth areas fallnto three
broad groups: origination, strucluring, and syridication of
credit; foreign exchange, risk management, and securi-
ties activities; and high-quality, sophisticated transaction
processing for large customers,

Two of our most successful credit-onertad busgis
nesses are in the United States: commercial raal estate
financing and a wide variety of sttuctured financing
products such as leasing, accounts receiviable financing,
and leveraged acquisition financing. Bolh businesses
involve sophisticated cre-it analysis and struc.turing, and
earn very satisfactory relurns on equity.

Wa are the leading real estate lendler in the United
States. The foundation for this business’s SUCCesS was
establishad in the lale seventies. Consislent and sus-
tained growth has been achieved by butlding the core
lending business t1irough the development and retenton
of a cadre of real estate professionals i1 23 offices
throughout North America.
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Our real estate financing ranges from the traditional
construction term loans secured by real property 0 the
formation of innovative funding vehicles using letters qf
credit and commercial paper. An example of an imagina-
tive transaction was our participation in prqwdlng the
financing for a $5 billion acquisition, involving over 80
properties in the U.S. and Canada, incorporating multi-
ple currencies, financial instruments, and interest rate
pricing options. We have also used our core business as
a springboard into new initiatives such as real estaie
investment management.

The structured finance business ranges from leas-
ing services for medium-sized companies, conducted
through a national network, to transactions that are as
much investment as commercial banking. A business
achieving increasing success is corporate asset fund-
ing, which arranges for Citicorp’s clients to use portfoliog
of their financial assets o achieve incremental access to
financiai markets. Anothar major area of U.S. credit-
related activily has been leveraged buyouts and corpe-
rate restructuring. Citicorp last year financed €4 transac-
tions either entirely from its own resources or with
syndicates, eriabling management groups to assume
direct ownership and responsibility for the growth and
viahility of their businesses. Additionally, a nurmber of
very large financings, originated by the Institutional Bank
and syndicated by the Investment Bank, were also fun-
damental to the strong results in North America.

Structured finance and real estale lending are good
examples of how, in the hands of a creative organization,
traditional products contirwally regenerate themselves
for other uses. We are extending these activities around
the world where market demand exists, mainly in the
OECD area, In Australia and Europe, for example, we
completed several notable transactions for local clients
in the latter part of 1987,

~ Wabelieve, In fact, our large number of corporate
clients and our kills in structuring, inlerest rate and cur-
rency risk management, and other areas-—combined
will our own lending power—enable us to bring to inves-
tor glfepls avery wide range of opporunities. We have
maintained our leadership in the global syndicated loan
market, but mq potential in this area is even grealer, For
example, we pioneered and built a major new interna-
honal credit market for Eurccommencial paper (ECP).
ECP had its origing in the syndicaled loan market, butwa
have further developed and enhanced it as an investor-
siriented product.

Financing in a variety of countries for the world's
leadiing mulinational companies is a key elsment in our
senvice package, Relationship managers work with par-
enl company treasurers and lead worldwide teams of
g}ggrr‘ (;ggcfégesrgecraius;s in providing financial services

our clients rieed them. Profits from this



business rose 15% in 1987 with increases reported in all
geographic r2gions,

Foreign Exchange, Risk Management,

Capilal Markeis

The second major area of growth is in foreign exchange
and risx. management products —where Citicorp con-
tinues to be an acknowledged leader—and in securities
distribt:tion and trading.

In foreign exchange itself, Citicorp is a major partici-
pant in all world markets. Foreign exchange earnings
rose by 10% in 1987, Several new risk-management prod-
ucts, such as long interest rate agreements, iong-term
currency options, and caliable interest rate swaps, were
introduced. lllustrating the merger of various financial
markets was a series of warrants to purchase gold and
currencies ax iixed prices in the future offered from
London and Zurich both to individual customers and,
attached to bonds, to other securities investors.

Securities distribution and trading stand alongside
foreign exchange and currency and interest rate risk-
management products within our financial markets seg-
ment. We are active in all the world's securities markets
legally open to us, with concentration on government
securities. We also continue to build our equity broker-
age husinesses, Our objective is to augment our fran-
chise with ihe world's investors by offering cembinations
of all our market skills and products as a package.

The third major element of our business, in addilion
to cradit and the whole range of risk management and
investment products, is high-qualily, sophisticated trans-
action-processing services for large customers. We use
our global system to receive and move funds forou *li-
ants, to finance trade (for example, by handling the back-
office work of major U.S. imparters bringing goods from
Agia) and to provide local services in marny nationai mar-
kels. An outstanding example of services hanking is
our financial institutions business. Formerly known as
“correspondent banking,” it shows how traditional busi-
nessas renew themselvas under the leadership of for-
ward-looking people. The central location for this business
is New York since the dollar remains the wortd's major
transastion currency. Our volume through the New York

Clearing House rose 16% in 1987, maintaining and increas-

ing our number-one ranking first achieved in 1985, We are
now offering these services o our customers in other

major world markets such as Tokyo, Frankfurt, and London.

As a business based primarily On service, processing
transactions for financial instilutions produces substar-
tial eamings and a superior retum on equity to Citicorp.
Giticorp has always been strong in th2 worlu's
developing cauntries, While ong aspect of this business
is the refinancing situation, we also have the ability to
bring to these markets, notably in Asia and Latin Amer-

ica, the ideas and techniques of the world's financial
centers, whether involving credit, risk management, or
securities products. For example, we capitalized on our
introduction of financial technoltogy to India by launching
a family of innovative cash-management products.

We also introduced asset trading in Mexico and
Chile, established two new mutual funds in Brazil and
became the first foreign authorized dealer in Mexican
Government securities,

As a result of this innovation, our long experience,
and the quality of our people, we earn excellent returns in
local businesses in many of the developing countries.

A business blending all of these elements is the
development of transactions using foreign currency
credits extended to the refinancing countries to fund
local equity investments by multinational companies at
attractive terms. One example of such an innovative
transaction is a debt/equity swap in Chile where we
arranged for a New Zealand forest products company
toinvestin the largest company in Chile.

An activity that serves customers and draws skills
fromacross Cilicorp is insurance, At present, the most
important component of this business is AMBAC, which
increased its share of the financial guarantee market for
U.S. municipal bonds this year after obtaining a Moody's
friple-A rating. At year end, we received permission to
open a second cradit assurance company, Capital
Markets Assurance Corp. (CapMAC), which will focus
on securitization of taxable corporate transactions.

W also continued to build our worlawide commercial
brokerage activilies.

Institute for Global Finance

Looking to the future, we will continue to review our busi-
nesses and reallocate people and resourses in order to
serve best the changing needs of our customers and
provide & superior returri 1o our shareholders. With the
goal of building a top-quality infrastructure, we have
fourided the Institute for Global Finance, an in-house
educational program ulilizing the best academic talent
from the top business schools in the world to train the
best candidates wa can recruit and hire, Together with
on-tha-job expenence in our many businesses, the Insti-
ute is designet to produce ateam of financial service
professionals fo carry on the Citicorp tradition of innova-
live selutions to cuttomear needs.

s '
VN YA

MICHARL &, CALLEN LAWREHCE W, EMALL
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Corporate Advertising

During 1987, Citicorp/Citibank became a major national
advertiser in the United States. There are several reasons
why we decided to take this important strategic step.

We are the largest financial services company inthe
United States. The factis, in order to continue to grow, we
must use our size and capability as a distinct competitive
advantage in the marketplace.

No other banking organization has used national adver-
tising, particularly network television and national magazines,
to position itself as the leader in national consumer financial
services,

To do this we have developed a powerful national adver-
tising campaign based on a solid strategy. Itis designed w«
introduce Citicorp and to develop widespread awareness of
the Company as the preeminent national financial organiza-
tion already doing business with one in five American fami-
lies. The advertising communicates the fact that we provide
more MasterCard and Visa cards, more studentioans, and
more home mortgages than any other financial services
company.

Most important, this campaign positions Citicorp and
Citibank as far more than a bank. We intend to be known as
the company that can take care of any financial need, any
time, in any part of the United States and, over time, through-
out the world.

The overallimage we are communicating will directiy
support each of our businesses throughout the country. The
campaign is flexible enough to help sell existing products,
launch new ones, set the stage for Citicorp's move into new
areas of the country, strengthen honds to existing customers,
and reach new prospects.

The advertising is butl around two main elements-—-
the theme line and a strong visual symizol. Qur themeis
“Citicorp. Bectiuse Americans warit o succesd, not just sur-
vive.” Our rese arch confirms that this theme line reflocts how
Americans feal about themselves and their hertage. Our
theme, which reflects an allitude of capitahsm and entrepra-
naurship, will be changed and adapted lor use in other parls
of the world, as Cificorp business needs dictate

o compleritent our theme line, the Ciicorp Center build-
ing, with its unique design, senas as the campagn's visual
symbol Itis a most appropriate and powarful representalion
of Citicorp's size and capawihly.

As an extension of aur campaign. we wate part ol the
Bicentennial of the U 8. Constitlution, we distributed five mik-
lion copies of the commemorative edition free tothe public

Our new adverlising campaign 1s the begmning of a
new cornpelitiveness and period of growth far Cieorp and
Citibank. Building on our 175-year history of achievement.
the campaign portrays an orgarizahon that has the mamen.
tum, the confidence, and the knowledae o prape! nzelf to
still greater levels of performance,
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Citicorp in Brief

INMILLIONS OF DOLLARS, EXCEFTPESL "+ AHEAMOUNTS" 1987 1886 1988 1984 1983
Resulis
Earnings (Loss) PerShav . $ {(426) 3 357 ¢§ 35 $ 322 $ 324
NetIncome (Loss) . . . (1,138) 1,058 998 890 860
Return on Common Stockholders’ EqLuty {18.5)% 138% _  151% 16.0% 18.5%
Common Dividends
Cash Dividends Declared . . $ 379 § 250 $ 290 $ 259 % 234
Annua! Dividend Rate Per Share at Year End 1.35 1.23 1.13 103 094
Capital
Commaon Equity. . $ 7,220 § 7695 $ 6550 $ 578 $ 5,251
Percentage of Total Assets . 3.55% 3.92% 3.77% 3.84% 3.88%
Total Stockholders' Equity . $ 8810 $ 92060 §$ 7765 $ 6426 $ 5,771
Percentage of Total Assels . 4.33% 4.62% 4.47% 4.27% 4,29%
Primary Capital . . $ 16,771 $ 13490 $ 10892 $ 8872 $ 6,588
Percentage of Total Assets . 8.05% 6.82% 6.23% 5.86% 4.86%
Total Capital . . $ 24,462 $ 21,531 $ 15948 § 11805 $ 9,678
Percentage ofTotaI Assets . s e s 11.75% 10.88% 9.12% 7.79% 7.15%
Year-End Balances
Total Assets . $203,607 $196,124 $173,597 $150,586 $134,655
Consumer Loans, Net ofUr:earned D:scounl 78,959 68,243 55,518 42,661 28,995
Commercial Loans, Net of Unearned Discount . . 55,754 59,439 658,172 58,799 60,242
Total Deposits . . . L e s 119,561 114,689 104,959 90,349 78,794
Cornmon Stockholders’ EqunyPerShare e e e L..22,83 2796 2532 2291 21.00
“Al per shars amounts have beenresitadtarelact iy TaopforOro Skck sple
PEOPLE OFFICES
C:ommon Stockholders . 50,000 United States (in 40 States Overseas (:n 90 Counmes)
Staff ) and the District of Columbia) Cilibank Branches and
Domestic 48,000 Citibank, N.A., Branches . . 306 Hepresentayve Qfﬂces. 284
Overseas‘ 42,000 Citibank, N.A , Subsidiaries . 59 Banking Subsidiaries . 611
el e L R Citibank (New York State) Banking Affilistes . 105
TOTAL, . . ... . . 80,000 Tgooenelt 44  OtherFinancial Affiiates
Clgzjank(hlew\‘o:k Slaie) " and Subsidiaries . ... %568
bsidiaries . . 4 ERSEAS . .
Citcorp Savings . . | 003 TOTALOV RSEAS 1,938
Other Cilicurp Subsiciaries . 382 T NReRNE . 3,056
ToTALpOMESTIC . . . . 1,118 7 & o
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The Businesses of Citicorp

Citicorp, a holding company, was incorporated in 1967
under the laws of Delaware and is the sole shareholder of
Citibank, N.A,

Today Citicorp, with its subsidiaries and affiiates, isa
multinationai financial services organization. Its staff of 80,000
people serves the financial needs of individuals, businesses,
governments, and financial institutions in over 3,000 locations,
including brarich banks, representative offices, and subsidiary
and affiliate offices in 40 states, the District of Columbia, and
90 other countries throughout the world.

Citicorp, Citibank, and their subsidiaries and affitiates are
subject to intense competition in ali aspects of their busi-
nesses from both bank and nonbank instilutions that provide
financial services and, in some of their activities, from govern-
mental agencies.

ir order to meet the challenges of today's and tomorrow's
marketplace, Citicorp has organized its activities around
customer-oriented core businesses: the Individual Bank,
which focuses on serving the needs of consumers, and the
Institutional Bank, Investment Bank, and Information Business,
which work in conjunction to serve corporations, financial ingti-
tutions, and governments. For further informatior, regarding the
core businesses, see the Sector discussions below arid tha
preceding sections on the Individual, institutional, and Invest-
ment Banks Worldwide.

The Business Focus table shown below analyzes Citicorp’s
results in the context of global business concentrations, For
turther information regarding these businesses see pages
21013,

Sector Performance
NET INCOME (LOSS]—-SECTOR AND CORPORATE iTEMS e
pkhod b S A A e airoR e e et et e,
PUSNESBINCOMKWLOSH)Y  PROVISIONAFTERTAXT NETINCOME(LOSSI™
INMILLONGOPROLLARY ... .. teer e 1887 1Be oxeer 18
IndividuaiBarking . . . . . . ., ., g gaq $ 482 & 7 81200 $ 548 § 32
Institutiqnal Bank Products Delivered to Institutional
Relationships . . . ., ., |, 231 485 (2,913) (44) (2,682) 411
!nvestmlent Bank Products Delivered to Institutional
Relationships . e ‘ Coe . 409 295 - - 409 205
Other Invesiment Banking Products . . {34) 109 {2) (10} {36) 89
Information Busiress . . : B (85) (34) - - {85) (34)
Total Sectors : e 51,062 $1307  $(2,908) $(174) ${1,846) $1,133
Corporateltems . . . . ., . 708 (75)
ToTALCITICORP ., ., ., $(1,138)  $1.058
toat

COUNty walthis). operatog expennos % 1T e o
CIOTHNGS @l 00T UG MO B OO LIS PILIAEN ot ey
UG yeus 3 pres, o 3bon

[t
ARELE SR T3 AT SNEC

X Tghenel e
LW TS I RN e e I the

Beisiness Focus
R R W
it Concumar 1907 190 1987 g 1987 19
= Coe 548 ¢ age ' 12
Global Institutional/Capital Markets $ ®e s 16.0%  1e7k
OECD Economiest . | | . v
Ernerging Economies | fgg ?gg ?g ?é ;:Zgzg ;g?g:
Corporate initiatives . {83) {34) N ﬂ:ﬂ Nl;v‘
Cross-Border Restructuring Countries 3 , :
AssetSalesand Other™ |, | | | : (3.%’@} }?g) 13 14 S’m 5‘35%
TOTALOITICORP . . . . . . . . $t1,13 ' o s 1 ;
(44 Grgan zaron o7 Becayma Coopoma: L Tl 0 B A h_l ; 4(.\8} 1“058 $ 199 s 184 “8'5)% 13'8%
S2AIM LA O he TR 010 CORIAT t U a ot itha Ty ~ v‘ﬁ‘?' X o BT LT ERED e gl Gan el
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Individual Banl neg

Citicorp’s Individual Bank serves the full range of consumer
financial needs worldwide.

Individual Bank

INMILLIONS OF DOLLARS 1987 1986 VAR, %
Business Income @, . $ 541 $ 482 $ 59 12
Customer NetRevenue . . $6,589 $5638 $951 17
Credit Cycle Expense . . $1,577  $1,701  $(124) (7)
Delivery Expense . 4,002 3,392 610 18
Totat Expense .+ $5,579  $5093 $486_ 10
Other income (Expense). . 45 92 {47) (51)
Income Before Taxes . $1,055 $ 637 $418 66
METINCOME. . . . ., . $ 548 $ 362 $185 51
Average Assets ($ Billions) . 88 71 15 2
Return on Assets (30 . . 64 51 A3 -
Return on Equity (%)™, 16.0 12.7 33 -

{1) Restalad lo conformwith curtont yoar's presentation

{2) Reler to nole 1 on page 20or a discussonof Business income

(3} Based on Net Income. Ratuir on equity is baseden dvgkng rotincamse by a stardard
impuled average equily refiecng Shcoip's infemal arget

The above summary presents Individual Banking results in
a format using terms closeiy related to the Individual Banking
business. Customer net revenue embraces all net revenue pri-
marily generated through customer relationships and gains on
sales of customer assets, Credit cycle expense includes net
credit write-offs, the provision for possible credit losses in
excess of net write-offs, fraud losses, and the expense associ-
ated with credit appraisal and the process of coliecting past-
due or wrilten-off accounts Delivery expense inclusies al
non-credit related costs of delwvering our products and serve
ices to the censumer, Other income (expanse), primarily
includes interest costs of carrying ron-customer assets, qans
on sales of non-customer assels, affiiate @amings, und earn-
ings on allocaled equity.

Average Balance Sheet L
NBLLIGNSOFOOLLARS Docamber13g7®
Asseots
Revalvingloans . . . . . . . . . . . . . . #9172
Shelterloans . . . . . . . . . .. ... . 397
Studentlosns, . . . . . . . . . . . . . 148
Otherloans® ., . . . . . . . . e 218
OtherAssets . . . . . . . . « . . . . . . 120
Liabilitios “ o
Transaction Account Daposits -, S 8118
SevingsDeposits. . . . . .. . . ... . 60
Other(Includes AllocatedEquity) . . . . . . . . 208
8925

Tk § demom AVANE DT e B RNG f W e o

11} A rage batances lor thamontef becember . R
{2) Privolly SRIgos tord A RighRelweth v s 0 sn s antolihoren ity monitee,
(3) Incluctos demanddeposds andeavelorscheckenairangy  Rronisrda

Individual Bank eamings rose 51% in 1987 to $548 million,
compared with $362 million in 1986. Earnings growth was
achieved in all of the Sector's major businesses, in both the
U.S. and abroad, Reflecting the improved profitability, returrion
equity of 16.0% was up ~ver last year's 12.7%, The exception-
ally strong year-to-year comparison will moderate throughout
1988 as it did quarter-by-quarter in 1987 as the first four
months of 1987 benefited from unusual margins on mortgage
pass-throughs,

Domestic earnings growth was led by the credit card busi-
ness, the result of improved credit performance, solicitations,
and other new programs, Gains were also recorded in the U.S.
Private Bank. In the mortgage business gains from the sales of
morgage pass-throughs and servicing rights were offset by a
slowdown in the mortgage business as the result of rising inter-
est rates during the second half of the year,

International earnings rose over the prior year's led by
expansion in the Asia/Pacific Division, the favorable impact of
stronger local currencies on overseas resulls —particularly in
Europe-and the sale of real estate in Japan and Spain.

Average assets increased by $15 billion, or 21%, over 1986's.
December average first mortgages grew 20% from last yearto
$32.9 billion despite sales of $8.0 billion. Credit card receiv-
ables rose 18%, and in the U.S. at year end the number of card
accounts increased 1o 18.6 million, a growth of 9%, with
27.6 miflion cards in use. The stronger local currencies over-

" seas also increased asset balances,

Revenue momentum continued throughout 1987, as cus-
lomer net revanues reached $6.6 billion, 17% more than last
year's, December average customer asset and liability bal-
ancas increased 17% and 15%, respectively from last year
while fee-based revenua grew 26% (from morgage serviging,
credit cards, and insurance activities), Pre-tax gains on the
sale of mongagy» pass-throughs increased 204 to $229 mil-
lion, and the sale of morigage sarvicing rights contributed
350 million,

Credit cycle expense decreased, mainly the result of a lower
provision for possible creditlosses as the excess provision
over net wrile-offs declined from $285 miflion in 1986 to
$42 million in 1987 Overall, credit loss experience continued (o
improve. Although net wiite-olfs increased 7% to $1,024 million,
these were ‘riven by the 17% increase in average customer
loans and leases. As & parcent of average foans and leases,
niet write-olfs declinad from 1.56% in 1986 16 1.43% in 1087,
Thigis partrcularly the result of a more mature credit car port-
folio, (Historicatly, credit card porticlios have a higher gredit
1955 experience in their initial years of development.) The con-
sumer allowance for possible credit Ioases represented 1.03%
of penod-end consumerloans and 'eases, down from 1.12%
at lhe end of last year, reflecting the improved credit performance.

Delhvery expense grew 18%, or $510 million, year-to-vear.
This growth reflects a continuad increase in volumes, naarkel-
1t and olher program expense, sirastructuie expansion,
extended insurance activities, and the eliect of the weaker US.
dovar abroad.
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Institutional Relationships

institutional Relationships’ results include eamings from the
delivery of both Institutional Banking and Investment Banlglng
products to corporations, governments, and financial institu-
tions worldwide.

Institutional Relationships

INMILLONSQFDOLLARS 1987 1988”7 VAR. %
Business Income®. $ 640 $ 750 § (110) (19)
Total Reverue . . . . . $3,641 $3665 § (24) (1)
Provision for Possible Credit

546 2,788 NM

losses . . . . . . 3334
Operating Expenses . . . _ 1,932 1,855 77 4

Income {Loss) Before Taxes . $(1,625) $1,264 $(2,889) N/M

NEYINCOME(LOSS) . . . ${2,273)$ 706 $(2,979) NM
Average Assets ($ Billions) . 74 77 (3 4
Return on Assets (%) . . {3.06) 92 {398 -
Return on Equity (%), (76.4) 230 (994) —

(1) Restated lo confarm with tha current year's £ asentaton.

(2) Refer o note 1 on page 20 for a dscusnenol Busness Inceme

{3} Based on Net Income (Loss) Returnon equily i based os dalngnahincame flass) by o
stardérd impulad average equ fy relectag Qit corp s iarmaiLarge!

NIM Notmeamnglul.

Instifutional Relationiships’ 1987 opeialions were adversely
affected by two major events: 1) Citicorp's $3.0 billion addition
to the provision for loan losses and 2) Brazil's moraterium on
interest payments which had a $200 milion after-taximpact on
netingome. Without the $3.0 billion increase in the provision for
loan losras, net income for inshtutional Relalionships wouid
have been $727 milion=-3$21 million more than in 1936, based
on significantly fower net credit write-olfs (excluding sovereign
risk write-offs}, contreficd expense growth, and solid busingss
expansion in North Amenca, Europs, and AsiaPacific,

Revenues from Institutronat Relationships were denved from
a broad range of firancial produclts. Netinterest revenues
declined $236 million, including the $333 milion pre-tax nega-
tive impact of the Brazilian nonacerual loans, Fees, commis-
siong, and foraign exchange ramained at the high leve)
achieved In 1986 and account for approximately one third of
total revenue, Other revenue increased 62% from 1986 and
includes gains on real estata sold in Japan, the divesiture of
overseas subsidiaties and the partial sale of an cverseas
leasing company.

The provision for possible cradit losses was $3.334 mikion,
reflecting the $3.0 billion charge in the satond quarter of this
year. Last year's provision was $546 miflion,

Rigoious cast controls limited full-year operating expenses
to & 4% increase over 1986, daspite the adverse effa¢t of the
weakening dollar on rwverseas expenses and costs needed (o
support the development of investiment baaking pradusts

The 4% decline in average assels refiected continung
efforts to raduce low yielding asse s. )
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Institutionai Banking Producis

INMILLIDNS OF DOLLARS 1987 1986 VAR, %

Business Income. . $ 231§ 455 $ (224) (49)

Total Revenue . . . $ 2,419 $2737 $ (318) (12)
Provision for Possible Credit

losses . . . . . . . 3,334 546 2,788 NM
Operating Expenses . . . 1,510 1,517 7 -
NET !NCOME (LOSS) . . ${2,682)% 411 $(3,003) N/

(1 Restated lo conformwith current years presentation,
{2} Refer to nate 1.on page 201or a discus wic vef Busingss Income.
NIM Net m2aningle!

Earnings from the delivery of institutional Banking products
to the Institutional customer base were a loss due to the
$3.0 billion addition to the allowance for possible credit losses,
Excluding the impact of the reserve increase, earnings were
$318 million, down from 19866 primarily due to the suspension
of interest payments by Brazil,

Revenues declined $318 million, including the $333 miltion
impact of the Brazil nonaccrual, resulting in lower net interest
revenues. On the positive side, improved Core Lending—
primarily in the Nosth America real estate business--as wellas
significantly lower commercial net credit write-offs (excluding
sovereign risk write-offs), gains on asset sales, and lower cper-
ating expenses improved performance. The adverse effect of
the weakening dollar on expenses was offset by improved cost
control measures, including the reduction of over 5,000 people
in the last two years. The prior year benefited by $46 million
from the change in lax rate on leveraged leases as a result of
the Tax Relorm Act of 1986.

Net commercial loan and lease write-offs were $469 milion
for the year, up $71 million from last year. Write-offs In refinanc-
ing countries of $279 million were up $145 million from last
yeat, Write-offs in non-refinancing countries were $180 million,
down $74 million from last year. The commercial loan and lease
aliowanc » lor possible credit losses, inclugding the $3.0 billion
addition, reached $3,799 miltion at year end, or 6.53% of
commercial ioans and leases versus $928 muttion, or 1.50% at
the end of 1986,

Onageographic basis, excluding the $3.0 billion provision,
earnings increased in North Amenca, Europe, and Asia/
Pacihic, while resulls in Latin Amenca declined.

Cash basis and renegotialed commercial loans were $6,029
million, of 4.6% of total loans, at the end of 1987. Without the
mmpact of Brazil's suspension of interest payments, cash basis
and renegotiated Toans were $2,355 nullion, down $199 riflion
from 1986, The year-to-year decline (excluding Brazil) was

spread over all geoqraphic areas except Latin America, which
nateased due to Ecuador,



Investment Banking Producis

INMILLIONS OF DOLLARS 1987 1086w VAR. %
Businessincome®, . . . & 439 3295 $114 39
Total Revenue . $1,22. 5928 %284 32
Operating Expenses . 422 338 B4 25
NETINCOME. . . . . . % 409 §205 $114 39

(1) Raslatad to conform with current year's presentation.
(2) Rafer to nole 10m page 20 for a oiscussion of Business Income.

Earnings from the delivery of Investment Banking products
to the Institutional customer base advanced sharply.

Revenues from investment Banking products delivered to
institutiona! Relationships ineased 32%, or $294 millior, from
last year, including strong reveiue growth from specialized
finance, funding, and risk-protection products. Operafing
expenses were up 25% from 1986. The higher expenses
stemmed from costs required to support underlying business

development and incrcased volu

mes. Earnings were geo-

graphically diverse, and all regions reflected increased earn-

ings from 1986.

Average Balarice Sheet o

INBALIONSCFDOULARS S . DECEMBER 1987+

Assets Liabilities

Loans & Leases. $56.1  Interest-Bearing

Deposits at Interest Daposits . . . . $16.6

withBanks. . . , 39 Non-Interest-Bearing

Investment Securities 1.5 Deposits 3.7

Trading Assets . 5 OtherBorrowed

Acceptances. . 59 Monay . . 68

Other . . . . . . 71 Acceplances . . 60
~ Other=. . . 434

e e 8780 §750

ﬂ)immgebufancesfarrmrmmwcm.ﬂ

2] Intiudhes SicaIad equ iy andmioEam g ny

Netincome by Produet ,

INMILLONS OFDOXLARS ) 1907

Core Lendlng*" v . Ce ${3,049)

ForelgnExchangeSerwces . Co 81

Dabt Producls/MoneyMarketSawnce" . 216

Specialized Finance . . . 130

Liquidity Insurarice, Financial Guamnleea and

Asset intermediation . . . 102
Advisory, Trade, Transaction Prccnerxg. Eqmly

Products, and Otbz: . . v 247
TOTAL Ve e e . . . . $(2,273)

mCororr-qdnme'S.'r e oSINE - AL

123503

St R L P A

Products Delivered to Institutional Customers:
Core Lending. Netincome in this product family reflects our
more traditional lending activities; for example, working capital
loans, long-term financing, and syndicated lending to
corporations, governments, and financial institutions,
Foreign Exchange Services. Citicorp is the world’s
largest foreign exchange dealer We obtain currency for our
customers whose business, investment, or fund-raising
activities reach beyond national boundaries. We alse help
customers hedge their currency and interest rate exposure
through a variely of risk-management products such as
interest rate and foreign exchange swaps, futures, forwards,
and options. Citicorp may also take positions within pre-
approved guidelines in anticipation of changes in currency
markets.

Debt Products/Money Market Services. Citicorp
assists corporations and financial institutions in raising short-
tetrn funds through note issuance facilities, commercial paper,
and interbank money market instruments, We also arrange
long-term financing through private placements, mortgage-
backed securities, and bonds issued cutside the United States.
Citicorp also may take positions within pre-approved limits that
result in a mismatch of interest rate maturities,

Specialized Finance. Specialized Finance is the generic
term for our non-traditional lending, for example, Asset-Based
Lending, Corporate Asset Funding, and Equipment Finance.
Aclivities include the wholesale purchase of all or partof a
company's porifolio of financial assets; equipment-related
secured lending and lease options to end users; leveraged
leasing, lex leasing, and vendor finance to assist the
manufacturers or sellers of capital equipment,

Liguidity Insurance, Financial Guarantees, and
Asset Intermediation. inciuded in this category are fees
generated on loan commitments outstanding; earnings from
guaranieaing performance by another party; and income from
assel inlermeadiation activities such as asset sales, brokering,
and direst placements.

Advisory, Trade, Transaction Processing, Equity
Products, and Other. We have merger and acquisition
specialists in 14 countries to assist companies in finding
buyers or sellers, and in strucluning these complex
transactions. Trade includes direcl financing of trade-related
transactions; countertrade; and transaction processing such
as documentary collections, Alse included in this calegory are
GCash Management and earmings on allozuted equity.
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Investment Banking

Citicorp's Investment Banking business includes global invest-
ment and merchant banking, funding, foreign exchange
senvices, venture capital investment, securities brokerage,
insurance, and financial advisory services provided to both
Institutional and Investment Banking clients.

Investiment Bank _ -
IN MILLISNS OF DOLLARS 1987 1986 VAR, %
Business Income®? | $ 375§ a4 329 (D
Total Revenue . .$2,15¢ $1,785 3365 20
Operating Expenses . 1,485 1,133 352 3
income BeforeTaxes . . 658 616 39 6
HET INCOME $ 373 § 394 @) (5
Average Assets ($ Billions) 45 39 6 15
Return on Assets {%) . 0.83 1.00 (17) —
Return on Equity (%) . 208 250 (42) -—

(1) Restated to conform with current year's presentation,

(2) Refor to Nola 1on page 20 for a hiscussion of Busingss Incame.

{3) Based on Net Incoma Relurn on equity is based on dividing netincome by a standard
inputed average equily refiecting Citicoro’s mtesnal tirge?

Earnings were $373 miillion, a 5% decrease from 1986's leve!
of $394 million. In spite of a difficult trading year and continued
cost/revenue problems, there were solid results in the Asian
and North American nvestrnent Banke, as well as in the ven-
wre capital and insurance businesses. Resulls in Europe were
down,

Revenues of $2.2 billion wera up 2035 over last year as a
result of strong gains in net interest revenue, foreign exchange
revenues, and {ees and commissions. Venture capilal reve-
nues also increused. However, secunties trading revenues
were down 7% from last year, mainly as a result of derireases in
Europe aud Latin America. Trading revenues ware up strengly
in Asla and flat from last year in Noth America.

Operating expenses of $1.5 billion increased $352 imilkon,

a 31% rise over last year's level, reflacling the continuing high
cost of business 2xpansion. Increased stafflevels to suppant
thls expansion and cosls associated with acquisitions, sys-
tems devalopment, operaling controls, and techniology infra-
structure enhancements as well as the adverseimpac! of a
weaker dollar on overseas operations contributed {o the higher
expenses.

Average third-parly assels of $45 billion increased 15% over
last year's leval, While relurns declined, return on equity
remained above corporale targets.

Trading and positioning in foréign exchange, money market
and securities instruments, and commercial foreign exchange
accounted for approxirmalely 64% of total Investment Bank
earnings, compared with 83% in the prior year Equity-related
preducts had a difflcult year, except for venture capilal whers
results incraased.

Geographically, North Amerioa contribiuted cver one half of
total Investment Bank income, with the biulk of the remainder
corning from the AsiafPacific ragion.

Average Balance Sheet
N BILLIONS CF DOLLARS December1987%
Assefs Liabiiities '
Deposits at Interest Interest-Bearing

withBanks. ., . . $125  Deposits .. 209
Investment Securities . 8.4 Non-lnte[est-Bearlng
Securities Purchased Deposits . . . . 1.2

Under Agreements Securities Sold Under

to Resell 7.2 Agreements o
TradingAssets . . . 5.8 Repurchase . . . 7.8
loans . . . . . . 36 OtherBorowed
Qther Assets, 7.4 Money . . . . . 252
Total 3% Party 457 Other®, . . . . . 114
Intercompany . . . 20.8 I

$75.5 $75.5

1) Average balances for manth of December,
{2) inclucies alocated equidy.
Net Income by Praduct
INMILLIONS OF DOLL ARS 1987
Oebt ., . . . ... . ... ...... %32
Equity.................(49)
Hedging . . . . . . . .. . . ... .. 93
ForeignExchange. . ., . . . . . . . . . . 113
Funding . . . . . . . ..., ... ... 145
investm.vtManagement . . . . , . . . . . 12
Insurance. e e e e 27
TWAL{ [ A IR DL AU RPN L . A, N $373

Debt Products. Citicorp is one of the lop dealers in U.S.
Government securities, the largest and most liquid debt mar-
ketin the world, We also underwrite, trade, and/or distribute
securities of many sovereign govemments and U.S. municipal
governments, Citicorp assists corporations and financial insti-
tulions In raising short-term funds through syndicaled lending,
note issuance facilities, commercial paper, and interbank
money market instruments, We also arange long-term financ-
ing through privale placements, mongage-backed securities,
aqd bonds issued oulside the: United States. Citicorp also may
laike positions within pre-approved limits that result in a mis-
malch of interest rate maturitics,

Equity Products. Fornew and emerging companies,
Citicorp has established venture capital businesses in the U.S.,
Canada, the UK,, France, Germary, Australia, Brazil, Mexico,
and Argentina. We have stock brokerage businesses in Japan,
the UK, Australia, and in 15 other counfries oversens. In the
US, where we have limiled brokerage power, we have cover-
ans through our brokerage Subsidiaritss, Newbridge Securi-



ties, a member firm of the New York Stock Exchange, and
Lynch, anes & Ryan, a domestic brokerage firm specializing
In institutional research products, Citicorp may also take posi-
tions in the equities rnarkets within pre-approved guidelines,
Hedging Products. Citicorp helps customers hedge their
currency and interest rate exposure through a variety of risk-
management products such as interest rate and foreign
exchange swaps, futures, forwards, and options. Citicorp may
alsc take positions within pre-approved guidelines in antici-
pation of changes in these markets.

Foreign Exchange. Citicorp is the world's largest foreign
exchange dealer. We obtain cuitrency for our customers whose
business, investment, or fund-raising activities reach beyond
national boundaries, Citicorp may alse take positions within
pre-approved guidelines in anticipation of changes in currency
markets,

Fundiny. Citicorp raises funds from financial markeis in a
variety of forms, currencies, and maturities. Profits arise as a
result of positions taken within pre-approved limits that resuitin
amismatch of interest rate maturities.

Investment Management. Citicorp manages pension
funds and provides poniolio management and other invest-
ment advisory services to corporations, state and local govern-
ments, insurance companies, and non-profit organizations.
Insurance. Through our subsidiary AMBAC Indemnity Corp.
and several other insurance companies in 22 markets around
the world, Citicorp offers financial guarantees and insurance
brokerage services to govemments, corporations, and individ-
uals,

Information Business and Corporate ltems

INFORMATION BUSINESS
Citicorp’s Information Business came into being in the mid-
1980s as a natural extension of one of the Corporation's basic
activities ~gathering, analyzing, and providing financiat infor-
mation. A decade eariier, Citicorp had begun building a tech-
nological natwork as the first step toward a global system that
would distribute financial data base services worldwide and
would integrrate banking, electronic publishing, and telecom-
munication services,

tre 1986, Citicorp took & major step towards realizing this goal
whan it acquired Quotron, one of the world’s largest supphars
of onling, real-ume financial informalion services, Though
Quiotron is currently most prominent in the domeshic equities
markets, efforls ara under way to move into addilional markets
for inforrnation on fixed-income securiies and fareign
exchange &5 well as to expand the customer Bace ovarseas.

Other aspedts of the Information Business arein the devals
opmentat steges. These include sophisticaled financal
information products designed to meet the needs of corporale
financial officers, a travel information senvice that wiil help cor-
porations lower their lraval expenses, and a point-of-sale
information service that will assist packaged goods manufae-
wirarg and retatlers in marketing to consumers.

The Information Business posted a loss of $85 million for
1987 compared with a loss of $34 million in 1986. The substan-
liatincrease year-to-ysar in both revenue and operating loss is
largely due to Quotron's being included for the full year in 1087
versus six months in 1986,

The operaticns of Quotron, excluding acquisition costs, are
profitable; however, cordinuing investments in new securities-
related riioducts and expansion in international markets
reduced the 1987 aftar-tax contribulion o $3 million from
$3 million in 1986. The cost of the acquisition, Including amorti-
zation of premium and the: cost of carrying the investment,
resulled in a 1987 after-tax earnings charge of $65 miillion,
compared with $32 million in 1986. Davelc;.ment of other
information-related businesses plus restrucluring costs
resulled in an after-lax earnings charge of $23 million for the
full year of 1987, compared with $11 million in 1986,

Information Business

INMLUGNSOFDOLLAS ROT 1UHET VAR €

Oporaiing Revenue . 5308 $130 $175 NM
Quotron Acquisition

2 ) WM
Expensas . . . . . i02 :5.; . !
i ? A
Other Operating Expenses . 834 134 200 NN
NetLoss o 8 (85)_S(34) S(51) NM
;a,mc}.;m é.'.’t'cm! Quot fargametis "
(2] Bostated o MMM B 1 L7 R yRa S fresenie o
NiM Not s eanagi!

Corporate Hems o o L
IR ERDSH T A ] 1987 WEG VAR
Toldl Revenuo co.o. . 759 310) ST NM
Operating Espenses . . . 1584 151 3 2
NET INCOME (LOSS) . $708  G(75) 3783 NM

EEED e as UTIREL SRR AR ATt SR TN
AR R LT TN

Corporate tems congists ¢f unallocated corporate sests and
cltar cororaleterns. Netincome of 3708 milion mcreased
$783 milion from 1986, Theincrease is the resull of the
$ 150 muliion pre-ax gain ($263 mition after tax) from the sale of
acondonirmminterest in Clioury's headguarers complex,
the $301 mikicn predax gain ($163 mitlion after tax) fom the
recogmtcn of pension plan over-funding through the purchase
ofariannuity contrany, as wal as gains from the sale of invest
mertsecunties from the corporate investment portiotio Corpo-
1a'a ems also includes $2E3 riilhon in tax benalits related to
the £3 O billon addiion o the aliowanze.
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international Finanecing

The year 1987 brought a significant evolutionin the manage-
ment of the intemational debt crisis toward amore flexible,
rnarket-oriented approach that ultimately should benefit credi-
tors and clebtors alike. . .

I the early years of the debt crisis, which began in 1882,
commercial banks assembled financing packages to support
ihe immadiate needs of indebted countries, while the countries
in turn began to adjust their policies to reflect changed realities
in the international economy. These bank Joans were, of neces-
sity, of shert termand to governments, for balance-of-
payments purposes.

Such lending, however, could not continue indefinitely. In
contrast with developing countries of Asia/Pacific thathave
avoided the debt problem, the troubled debtor nations gener-
ally had built up over decades inc *ricient, government-
dominated economies based on import substitution. For the
countries to resume sustainable growth, and to continue serv-
ising their foreign debt, they clearly needed to undertake
longer-term structural adjustment toward more open and effi-
cient economies with an enhanced role for the private sector

The new, longer-term approach began to emerge in1984,
when the Government of Mexico and commercial banks nego-
tiated a deblequity conversion clause into a muiti-year restruc-
turing agreement. Under such conversions, a country
exchanges portions of its foreign-currency debt for local cur-

rency, which is invested within its economy. The counlry
thereby reduces its foreign debt, and its debt service, while the
investing parly—-normally from the private seclor— creates
new economic activity.

Later in 1984, on-lending and trade faciliies were negoliated
in a commercial-bank package for Argentina. Under both, new
monwy lent toa country is channelled by the creditor banks o
local clisnts of the banks' choosing. Tha clients, again, tend lo
be in the privale sector

These facilities were further sleps awsy from balance-of-
paymants lending to gavernments and toward what 15 now
called the maenu-of-options approach, The menu s designed
to make new-money packages more flexible and altrachve lo
commercial-bank lendess, and 1o suppor! debier countnes'
structural-adjustment programs, with emphasis on the
pr#ﬁte sector.

_ Themost recent agreement with the Governm .
tina, nqgotiated last April, was the first package ggégél\rgen
primarily on the menu approach. )t contained al the major
options daveloped at that point The tolal amount of new mone,
included a co-financing with the World Bank, a trade-crecit d
facility, and an investment fund intendled for on-lending
Thera also wera provisions for debtequity conversion, an
garly-participation fee, new moriay bonds, and exit b{?;ﬁﬁ"“

Thﬁ Eggrdss ‘vgirﬁilh?‘ firstslep toward securitization

ecuriiizalion, a countey ralses oy
lules for portions ufits existing dz:bl.sb?fai!ggj}:rg%%%?ﬁuml.
e et ganlodbily n manaing o i

un A11E X
P ‘Re secondery magetfacauge they can trade the secuntes
t year end, the Governmen i
securitization oifer under whict‘) gig’;?g?gaas:g ggﬁ%d ar
ily exchange, at a discount, Mexican public- Wl
Mexican securities on which the pri e ooior debt for
S ine principatis backed by zers-
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coupon bonds issued by the U.S. Treasury. Mexico's offer gre.
ates additional market-based flexibility for banks in manag
their Mexican exposure. Mexico is well placed o make such

a securitization offer, given its recent strong external economic
performance, its high level of reserves, its successful multiyear
restructuring, and its record of making timely interest payments

Securitization will become increasingly important in the fn- |
ternational debt managerond siraieny as we move ahead,

Debt-equily conversion aiso Lunlinues to emerge as an
important market-based menu option. Chile, for example, has
used it to retire more than 16% of its total external debt, Argen-
tina, Mexico, Brazil, and the Philippines have debt-equity
programs in various stages.

1n May, Citicorp announced that it was increasing its reserves
by $3.0 billion to reflect an increased concern over risk on
loans to developing countries. It also said that the increased
reserves would allow it greater flexibility in managing its portiol;
for example by participating aclively in debt traring and debt/
equity conversions, The results of that increased 1. 2xibility were
that we were able to reduce our cross-border exposure torefi
nancing couniries by $1.6 hillion, to $13.3 billion, by yearend.

Tne advances toward markel-based responses to the debt
crisis are within the gereral framework of the Baker Initialive,
which was outlined by U.S. Treasury Secretary James A,
Baker !l in October 1985. As Mr. Baker suggested, the mulila-
teral instilutions — particularly the World Bank —have increased
their support for the debtor nalions. Many of the countries
themselves have responded by selting in motion meaningful
structural adjustments.

The commercial banks, despite criticisms to the conlrary,
have bean supporting the Baker Initative, During 1987,
commercial hanks committed 1o nearly $13 billion for the thres
largest debtor countries -—Mexico, Brazil, and Argentina,
Packages involving another $1 hiflion for Colombia, $320mik
lion for Nigena, and $350 million for Eouador were closeio
complelion, and Brazi was negotiating a medium-term patke
ane with its bank creditors which would include a new-money
raguest

During 1087, Baker Initiative packages were completed, of
negobated, with Mesaco, Argenting, Venezuela, Urugusy, Lhe
Philippines, Chile, Ecuadior Colomibia, Nigeria, and Morot
By year ohd, nenotiations were under way with Brazil to ao
mahize 1S relatons vwdh ths nternalional financial communiy.
OnDecemnbir 30, Brazi mada s first paymentor interest
Arrears 16 commercal banks on medium- and long-lermded
snes it deetared a parbal moratonum on Febiuaty 20. Furthet
payrments from Brasd ae oxpocted n 1988

The oullcok for the wonld economy, which 1s enscial both
contmued successiu management of the debt problem s
urzeran OECD presh remans generally weak, and prteo
bGmENIS 05 greal a threal rovw as I has been inmany yesrs
The U'S. budectary and trade deficits, ol pnees. and exchin
fales are ail quoshon marks . Any significant inciease
rrleres) 1ates would have @ negative effectonthe borrowes
eountnes T deal with this potental problem, Secretary 8
made a imely proposat Tast September for a new exlemd
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contingency facility, within the International Monetary Fund, to
help countries manage sustained higher interest rates.

The goalwe all are working toward is tne return of the in-
debled : ountries to the voluntary markets, which are an
essential source of the capital they will need for their future
development. Different countries are in various stages of this
process, and often there are setbacks; but overall there has
been progress. A key question remains whether the develop-
ing countries will keep their long-term interests in focus by con-
tinuing the sometimes-difficult adjustment steps necessary to
return to stable, sustained growth, With the continued coopera-
tion of all parties—ihe developing countries, creditor govern-
ments, international financial agencies, and creditor banks —
there should be further progress in the year ahead.,

CROSS-BORDER AND FOREIGHK

CURRENCY CUTSTANDINGS

When funds are loaned, placed, or invested across a national
bordet orin a currency that is foreign to the customer, the risk
arises that exchange controls or other circumstances may pru-
vent the customer from obtaining and transferring the foreign
exchange necessary to service its obligations, even though the
customer remains creditworthy in terms of local currency.
Citicorp manages this risk by evaluating the econamic climate
and prospegts for individual countries and by imposing limits
on total cross-border and foreign currency amounts that may
be lent within each country.

At the end of 1987, Citicorp's outstandings included
£42.9 billion that were cross-border and foreign currency out-
standings and were therafore exposed to this risk. The follow-
ing table shows how these oulstandings have changedin
recent years as well as the compositior of the tota), broken
down among the countries of the OECD, other emerging eson-
omies of the world, and countries that are eurrentlyin the
process of retinancing their external debt or have completed
such refinancings.

As the table shows, the largest of these cuterjones o e
OECD countries, whare Cilicorp’s outstaridings staod (.1
$24.0 billion at year-snd 1987 Cilicorp’s largest expasure was
to the Unitad Kingdom, where outstandings were 55 4 brion,
or approximately 3% of lotal assets.

Cross-Border and Foreign Currency OQuistandings!!

INBILLIONS OF DOLLARS ATYEAREND T 1RG TS
QECDCountries . . . . . . $24.0 3267 $260
Other Emarging Economies 56 64 73
Refinancing Countrigs 13.3 149 150

TOYAL. . . . . . . . $42.9 $480 $483
(1) Outsfnn;:hngs a0 HASenad On 8 fequiaken, L5 R Y e Bt ety ORI Sadk -_g;r

Wi Danks, acesplances, othor imberrst-He 8t panesinen’s Mjf_ﬁm M AT LT 3
Adusiments an imade RmeNicke Hio 852055 oAk e areav o b Ly STl
PONCY habuibos, of ary, fof eathcOuRPy e Uk DA LAY G APIRI R W OO T 1T

a5 and coviatorad

The other emerging economies represent ali ather counlnes
where Citicorp has a presence except for the rqhnang:mg
countries. Qutstandings in these countries lolaked $5.5 bilion

at December 31, 1987

Qutstandings in the refinancing countries have declined
significantly in absolute terms and in relation to stockholders’
equity, reaching $13.3 billion at the end of 1987, The decrease
reflects a number of factors, including loan sales, repayments,
reductions in the excess of local currency autstandings over
local currency liabilities, increased levels of external guaran-
tees, and write-uffs,

The following table provides a breakdown of Citicorp’s out-
standings in the refinancing countries and shows that 20% of
Citicorp’s outstandings represent trade financing, interbank
placements and other short-term outstandings, and dollar as
well as other foreign currency investment in and funding of
local currency activities,

OQutstandings in Refinancing Countries

IHBILLIONS OF DOLLARS, AT YEAREND

B e .. 1987 1986 1985
Megium- and Long-Term Loans and

Placements . . . . . . $10.7 $11.7 $12.0
Trade and Other Short-Term

Qutstandings e 18 22 20
Investment in and Funding of Local

Franzhises , . . . . . 08 10 1.0
TOTAL. . . . - .- $13.3 $149 $15.0

As further 750 viesed in the Portfolio Risk Analysis beginning
on page 31, Citicorp's credit loss allowance at December 31,
1987 includes $3,275 million atiributable to cross-border and
foreign currency outstandings in the refinancing countries.
This amount, when taken logelher with approximately
$300 million of previous write-offs based on the countries'
foreign currency debt-servicing problems {but excluding
ali other credit write-offs), represented 33% of the medium- and
long-term outstandings and 269 of the total oulstandings lo
the refinancing countries at year-end 1987,

The refinancing country portion of the allowance was estab-
hished in May 1987 At thal time, $500 million of the existing
allowance was identihed as attributable to the refinancing
countries” cross-border and foreign currency outstandings,
This portion of the allowance at year-end 1987 also reflecls
provisions charged to expense of $2,989 million, credit losses
of $258 muilion, and credit recoveries of $44 million relaled to
refinancing country oulslandings since May 1087,

Thie $258 tmullion of aross eredit losses charged o the refi-
francing country portion of the: allowance since May 1987
inchudes $225 mitlion of losses on sales and swaps of loang 1o
rehnancing countries and whte-offs based on countries' for-
20 cunency deblsemvicing problems and $33 million of other
creditwide-olfs. The regorded principal amounts involved in
theso boan swaps and salas tolaied approximately $77 mitlion
and $572 mikon, respectively. Loan sWap fransactions were
accounted for aocording to the estimated fair values involved,
which averaged approximately 56% of the par amount.
Caicorp vl account for th temiporary holdings of equity
securties oblaned in debit-for-equity swaps at ihe lower of
atareaate eost or markat
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Cross-Border and Foreign Currency Outstandings

in Countries with Outstandings Exceeding 1% of Total Assets
’ T 1987 1986 1985
CROSS-BORDER ARD
— FOREIGNcUH_l_lE.NO‘IOUTSTANbINGS“‘ ToTAL — T
JUST

Bﬂt}@ﬂé@f&%&fﬁi {ATYEIAH ENEY - BAHKS S:lé?rlg: ;:2‘:9 (.Jr: TOTARY AF?ENTS“’ CUTSTAMDIHGSY QUTSTANDINGS QUTSTANDINGS
United Kingdom . .$1.2 %5 ~ 515 $2.7 $2.7 $5.4 $5.0 $3.6
Brazil . . . . . . 0.5 3.0 0.7 4.2 0.1 4.3 4.8 4.7
Japan . . . . . . .. 1.7 - 1.1 2.8 1.4 4.2 8.7 538
Federal Republic of Germany . 0.2 - 0.6 0.8 2.1 2.9 2.8 24
Mexico. . . .. . ... . . 04 1.8 0.6 2.8 {0.2) 2.6 2.8 2.8
Canada® . . . ., . . . . ., 04 - 0.8 1.2 0.4 1.8 2.8 28
Philippines™ . . . . . . . . . 01 0.6 0.5 1.2 0.2 1.4 1.8 1.8
Australia™, . . . . . . . .. _ — 05 0.5 0.5 _1.0 1.1 1.8

{31 Cutslandiigs aen preccrod L0 rerpratary bass andnsiade 8% 0ans, daps. (S st vl Latiks, acoe olanses, el mIEEShEEnn Mesiments. end other monelaty assels

{2) Amoutits primariy represent £xeess atlozal curealy cuttand ags cver inoat ey nayiak Hes, A gy ATTLNT ¢ GOUSIMEnts are made jo 455,91 extemaly guaranised oura:ranang:, andd
oulstandings forwhah fangibie, bu.d e stataeatss herd cutifo Cf the ol Ger S countty I Caunlty of the Guaran!r and the country s wich the Lo"alera!s held mspechvly

13) Log lly binvchng sross-border Gl (616 44 CUfrenty GO Imants, ins w303 evecalb oM 55 6 283 Land ComaT tmens to exiind eroa t, a0 Goluslinen! G asign extomaly quaranized
commmitments t the ceunlty GEhe guIrani amosntad (2 334 &' g Ankd a, $9 1 orie Braz *, 80 7 b on Canad3, $9 5 £7 2 the Fadend Repul’ st Ganmany, §0 6 b ocnindapsn,

501 bubiors s Mexenn, $0.2 baomio o PR Caass, 0n U §5 B
{4) Al Drcember 31, 1587 and 1986 (RErawem R G LUnive ; with o

outstancngs amoumad 1o $1.4 b. s Arge atng, S156 L
{F) Lnss than 1% of totatancets ot Decesiber 31 1587 4. 1985

Lt d Kongduval Deserbor 38 1387
fe AN e TR Y GUIS s bokecn I o' s and 15 Nty assata, ether than Canada. At Decemtiar 31, 1986, such
ac g and$1d b Tnn Fafea

16) Batwoanda ol 1%5.and 19 eftota auccts al Decamns 30, 1047 andover 19 eMG00 aoes ordecembor 3, 1996 and 1085,

At December 31, 1987, Citicorp's cross-border and foreign
currency outstandings to Brazil and Mexico exceeded 1%
of total agsets, and there were no other refinancing countries
where outstandings exceedecl 34 of 1% of total assels.

The follewing is a summary of developments in the major refi-
nancing countries concerning efforts loward the resolution of
payment problems experienced by those countries. Citicorp
rnanagement conlinues to evaluate these developraents
and lheir possibla impact onits linancial condition,

Brazil

In February 1987, the Government of Brazil annaunced a sus-
pension of the payment of interest on intermeadiate- and ang-
term public- and private-srotor foraign currency oblgalions 1o
banks, As a resuli of tha suspension of interest payments,
Citicorp placed $3.8 tillian ol intermachate- and long-tern
Brazilian outstandings on a cash bass The impact of this
action is a redustion in after-tax eatnings of $200 mihan for the
yatr 1987,

Interast payments on trade and intarbank sutstandings con-
linue to be made while such outstandings haver been frozen at
previously committed lovels. The refaled trade and inlerbank
agresments, which total $16 billion (Cilicor's share $661 mil-
fion), expirad on March 31, 1987, and the Govarnment of Brazil
regquestad in tieu of a formal agreemeant that banks maintan
oulstgggings at the previously commilted levels through Juno
16, 1288.

In Aprit 1987, approxirmately $9.6 billion of medium-torm
public- and private-sector Jabt came duts tnder 1o 19458 .
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structuring agreement, !n a telexio the creditor banks, the
Government of Brazii requested that the banks extend the
maturity of such debt to July 15, 1988. Additionally, the Central
Bank of Brazil requested the banks to accept intetim measures
for the maturities of other public- and private-sector debt
falling due in 1987 and the first half of 1988,

in November 1987, the Central Bank of Brazil, the Govern-
ment of Brazil, and the Bank Advisory Committee for Brazil
reached an agreement on the basic terms for a $4.5 billion
interim financing arrangement to cover a portion of Brazil's
1987 external financing needs, including interest payments
due on medium-term debl. This arrangement, which became
affective in December 1987, provides for a tolal interim financ-
ing by participaling banks of approximately $3 billion with the
remaming financing of $1.5 billion being provided by Brazil.

As part of the arrangement, the banks disbursed $715 mil-
on(Cihcorp's share $62 million) in December 1987 and
$240 miliion {C:ticorp’s share $21 million) in January 1988.
The bank disbursements were matched by payments from
Brazit of $357 miliion in Decembear and $206 million in January
1988, I addition, in February 1988 Brazil made a payment of
$350 million to cover part of the interest due in January 1988.
The disbursement of tha remaining bank commitrnent of
approximately $2 tallion (Citicorp's share approximately $174
m:lhen). whichs expected *o occur duting the second half of
1988, is conditionat on an agi=cment among Brazil and cred’
lorbanks with respect to tha refinancing of medium- and long-
lerm debl and all new money agreements among Brazil and
the craditor kanks becoming effective. Due to the interim nat-
ure of the financing, Cicorp intends to defer income recogni-
titsn of the payments received and will not retumn the Ioansto a
performing basis as a result of the interim financing.
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Mexico

In April 1987, a new money agreement between Mexico and its
foreign creditor banks became effective, including new money
facilities providing new loans of up to $5.75 billion (Citicorp's
share $260 million) at an interest margin of 134e% over the
London Inlerbank Offered Rate (LIBOR), Of this. amount, $4.75
billion is to be repaid over 12 years with five years' grace, and
%1 billion (a co-financing 50% guaranteed by the World Bank)
is to be repaid over 15 years with nine years' grace, At Decems-
ber 31, 1987, a total reduction of $656 million of commitments to
the new money facility had occurred (Citicorp™s share $29 mil-
lion), and drawdowns of $4.37 billion had been made.

The new money agreement also includes a $500 million
cormmercial bank growth contingency facility (Citicorp's sharg
$22 million), a co-financing 50% guaranteed by the World
Bank, to be repaid over 12 years with seven years’ grace. A
commercial bank contingent investment support facility
included in the agresment was subsequently cancelled by the
Mexican government.

In October 1987, amendments implementing an agresment
affecting $52.3 billion of existing Mexican public-sector debt to
banks {Citicorp’s share $1,492 miliion) became etfective. No
loans were removed from the cash basis of accounting as a
result of the restructuring, which is summarized in the following
table:

WEIGHTED AVERAGE WEIGHTED AVERAGE

AMOUNT RATE MARGIN YEAR QF MATURITY

INMILLIONS ... BEEORE. anrmree e BTER i BEFORE | _ATTER

$1,150 1.125% 0.8125% 1995 2002
overLIBOR®  overLIBOR™

342 1.125% 0.8125% 1992 1992
o over Prime over LIBOR“®

$1.492

{13 Ratemanyns helkeo sestustang weso s i3S oun TECopper IR Goameatali
domese s feloronce rapfthCugh 1986, 1 1250 euor LISOR as thon T iha O S 19321534,
andl T 250% over LIBORL

{2) Or over damest o cestet funds

{3y At Docember 31, 1007 g ine ovzecH JUBOR B, Qo w3y 1055

Iy ) S L 8

In February 1988, the agreement to refinance payments due
under tha Government's foreign exchange program (FICORCA)
for certain private-sector borrowers became effeclive. The
FICORCA agraerment will refinance an estimated $4.5 billion of
private-seclor debt (Citizorp's share approximately $300 mif-
lion} and provides for sayments under the program to be refi-
nanced on terms comparable o the multiyear rescheduling
applicable to Citicorp's $1,150 million of outstandings shownin
the preceding table, including interest ratas of 3te% over
LIBOR and final maturity in 2006, During this period, banks wil
have the abllity to redend these funds to public- of private-
sactor borrowais under specified conditions.

Changes in Quistandings in Brazil and Mexico

IN MILLIONS OF DOLLARS BRAZIL MEXICO

Total Qutstandings at
December 31,1986 ., . .

. . $4,560 $2,774
Short-Term Outstandings®

NetChange® . . . . . . . . . . (73) —

Other Outstandings

Additional Outstandings. . . . . . . 1083 168

Interest Incoms Accrued® . . . . . . (71) 206

Collections of Principal . . (1,083) (68)
(202)

Collections of Accrued Interesl;f' . . -
- . (148) _(281)

Other Changes.
TOTAL OUTSTANDINGS AT
DECEMBER 31, 1987, e e Sa2T $2,627

(1) Represents {rade creails and interbank depasita with origin! matunlies of grg yoar orfess

(2} In 1987, totahintarest on total cross-bordar and 1o1Eign Curvency outstandings includcdtin
income was $011 mittort in Mexico and $60 milkon n Brazi, and such inleredt receved in cash
Wwas $208 mitkon int Moxico and $64 milic rin Brazi,

{3) Includlas shortiarm cutstandings of 8453 mutonin Braz! (rone In Mexico).

Countries Under % of 1% of Assets

The following summarizes developments in certain other refi-
nancing countries where Citicorp's cross-border and foreign
currency outstandings were less than % of 1% of total assets.
Argentina

In August 1987, Argentina and its creditor banks started the
signing of agreements relaling to the restructuring of its public-
and private-sector debis. Under the agreements, maturities
totalling $25.3 billion (Citicorp's share $818 million) are
rescheduled over 19 years with seven years' grace and an
interest margin of ¥e% over LIBOR; maturlties of the 1983
$500 million term loan and the 1985 $3.7 billion term loan
(Citicorp's share $208 millicn) are rescheduled over 12 years
with five years' grace and an interest margin of 1346% over
LIBOR: and the maturity of the 1985 $500 million trade credit
and deposit facllity (Citicorp's share $22 million) is extended
by approximately two years through June 1991, In addition, the
agreements inciude a trade credit maintenance facility and a
standby money market facility®hich would expire in 1989.

In addition, in August 1967, Argentina and its creditor banks
started the signing of new money agreements, The agree-
ments include a new termloan of $1.05 billion (Citicorp's share
$59 million), and a parallel co-linancing of $500 million with the
World Bank (Cilicorp’s share $28 million), each with a maturity
ot 12 years including five years’ grace and an interest margin of
4% over LIBOR, and a $400 million trade credit and deposit
facility with a four-year term and an interest margin of %1¢%
over LIBOR. Al December 31, 1987, drawdowns totallir -
$1,262 million had been made from the new money agreements

The agreament to restructure malturities of the 1983 $500
million term loan and the 1985 $3.7 billion term loan and to
axtend the maturity of the 1985 $500 million trade credit and
deposit facility becams effective in Sentember 1987, Pending
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the effectiveness of the remaining restructuring agreements,
Citicorp has granted the Argentine government request to

roll over public- and private-sector maturities due since
January 1, 1986.

Phihpines

in December 1987, the bank creditors of the Philippines
approved agreements that provide restructuring and repricing
terms affecting public-sector debts with post-19868 maturities,
the 1985 $925 million term loan (Citicorp's share $122 millicn),
$5.8 hillion of previously restructured debts (Citicorp's share
$.71 million), and $2.8 billion of a short-term trade credit facility
(Citicorp’s share $711 million), The unrestructured maturities
scheduled to comz due inthe period 1987-1992 will be
restructured serially in three tranches to provide for repayment
from 1994 to 2003, and existing maturities under the 1983-1986
public-sector restructuring agreements are restructured with

Risic Management

the same grace period, term, and amortizatipn. The trade facil-
ity commitment has been extended for a period of four years
through June 1991, The interest margin on the restruciured
debt and 1985 term loan is 1%, except that if (as was the case
for 1987) the Philippines make certain cgptignal prepayments in
vears up to 1989 and scheduled amortization payments in
1990 and thereafter, then the interest margin drops to 7%. The
trade deposit with the Philippine Central Bank, representing
unused amounts under the trade facility, is priced at aninterest
margin of 4 of 1%.

Venezuela

In November 1987, agreements covering $20.3 Eillion of Vere-
zuelan pukiic-sector debt (Citicorp’s share $646 milfion) that
had been restruciured in 1986 were amended to reflectan
adjusted interest margin of 7% over LIBOR, an extension of
matur.Jes to 1999, and a payment of principal of $250 million.

The management of risk is a +indamental concem at all
levels at Citicorp. As in previous years, the Corporation’s risk
management philoscphy and processes are discussed in
some detail,

Balancing risks versus rewards is becoming increasingly
complicated intoday's financial environrnent., As the environ-
ment continues to change, Citicorp’s task is twofold: 1) it must
continue to develop innovalive ways ta meet its customers'
growing needs, and 2) it must ensure that new risk manage-
ment technigques continue to evolve, Goad risk management
demands a certain flexibility. it cannot rest on a static adher-
ence to rules, for the future does not lend itself to such simple
solutions, Instead, Citicorp strives to remain sensitive o ils
envirsnment and to develop technigues that are applicable.

Citicorp's basic approach continues to stress clear sound
managerment principles and their sffective communication to
all levels of the Corporation. These principles are diversifica-
tion, decentralization, strong controls, conseivative aceounting
policies, and an independent review process.

Citicorp has always emphasized the imponance of
diversificatlon with respect to products, customers, currency,
and geographic areas. This diversilication, referred 1o as the
“actuarial base,"” hedges against the advarseimpactio the
institution from any one event or set of conditions.

Decentralization of management kseps decision-making
as close to the marketplace as possible. Because Cilicorp's
business is so geographically dispersed, analysis and
decision-making are the responsibiily of the people on the
scene who have a parsonal feel for the environment, This
ensures that decisions are based on the best available infor-
ration and on a close understanding oi the changes that
could affectus.
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To make the approach of diversification and decentralization
work, however, strong financial and operating controls are
absolutely essential. These include highly formalized credit
and operating policies and procedures, developed over a long
period of time. Appropriate limits are astablished for liquidity,
interest rate gaps, foreign exchange, and trading exposure for
all Citicorp units. Similarly, sovereign risk and cross-border
risks are also subject to a formal review process by senior
management. Documented operational procedures that spec-
ify levels of approval authority, separation of duties, and other
sound practices are required for ali businesses,

Citicorp adheres to conservative accounting policies, par-
ticutarly in early recognition of write-offs. Aggressive identifica-
tion of write-offs and well-developed procedures for managing
prablem credits tead to a higher probability of principal
tecovery.

Anindependent review process supporis Citicorp's strict
controls and procedures. Our internal audit staff numbers over
700, Further examination is provided by external auditors and
regulatory bodlies all over the world,

w But management policies amount to litle without quality
qurm_auon and people. As for the former, Citicorp has made a
majorinvestment in information systems and leads the industry
Ininvesiment in technology. Citicorp's peopla reprasent one of
the best hgdges against nisk. The weaith of their experience is
not centralized in corporate headquarers but dispersed all
over the world and throughout the businesses, Training at al
levels ensyres thal skills are constantly upgraded.

Flnaily, Qltlcorp continues to believe that strong and growing
earmings, in conjunction with a large capital base, provide the
abiiity to absorb unforeseen risks or losses.

Qn page 31 we describe the credit process, one of
Citicorp’s most esiablished and farmalized rigk managerment
gfoceg.ses, Ananalysis of the consumer ang commercial
porifolios foliows, Other discussions perfaining to areas of



C_htic;o_rp's risk management are capital analysis (page 35),
liquidity management (page 386), and management of intarest
rate exposure (page 36). A disuussion of sovereign and cross-
border exposure risk can be found on page 26, accounting

policies on page 49, and non-funds related financial products
on page 63.

THE CREDIT PROCESS AT CITICORP

Citicorp's comprehensive credit process operates on a system
of checks anc. balances. The focus is on the decision-making
gkills of the line business managers, the people who are clos-
estto the customers and marketplace, Their decisions ar- sup-
ported by a staff of credit specialists who not only monitor the
quality of the credit but insure that policies and procedures are
followed at every step. Line managers are held accountable
for staying within defined target markets and approved
product types as well as for quality of credit.

Every credit transaction must have the approval of three
lending officers, each exercising independent judgment. For
large loans, two of the three lending officers must be senior
credit officers, Two thirds of the senior ¢redit officers have
direct business management responsibilities, while the other
third are in full-time risk-control assignments, managing credit
policy and audit staffs. All senior credit officers are themselves
subject to review annually,

All farge or unusual transactions must be approved by the
Credit Policy Committee, a greup of 14 of Citicorp’s most senior
credit professinnals This commitiee oversees the mainte-
nance of sou~d portniio standards in each of our busi-
nesses and also conistantly monilors risk by industry and
gaographic area.

Within Citicorp's audit division, the Risk Asset Review group
conducts periodic independent examinations of both credit
quality and credit process at the lending unit level, The mem-
bers of the group are senior officers from the line businesses
who are on two- or three-year auditing assignments. They are
also responsible for recognizing any problem loan situations
not yet identified by line management as well as any sub-
slanclard slements of the credit process.

In consumer lending, our credit process is based on the
same concepts as for commercial loans, but the actuaral na-
{ure of consumaer banking gives us additional credit manage-
ment tools. Rather than monitoring the credit quality ¢f
separate loans, Citicorp ronitars the qualily of the overall port-
follo monthly, using a centralized menagement informalion
system that identifies trends, delinquencies, or write-offs by
product, Whenever levels deviate from business profi models,
the reasons for the variance are analyzed and remedial action
is undertaken, This monthiy review also enables the line
businessas to continuously line tune and improve their credd
criteria,

PORTFOLIO RISK ANALYEIS

While actions related to the cross-border pertfolio dominated
1987 results, Citicorp’s management philosophy continued to
ermphasize the importance of asset and earnings diversifica-
tion, the immediate recognition as losses of all credits judged
to be uncollectible, and the building of an allowance by
charges to current earnings over and above the amount of
identified losses, in anticipation of additional losses that may
exist in the portfolio at a point in time but have not been
specifically identified.

Since all identified losses are immediately written off, no por-
tion of the allowance is specifically allocated or restricted to
any individual loan or group of loans, and the entire allowance
is avaitable to absorb any and all credit losses, Howaver, for
analytical purposes, Citicorp views its allowance as attribut-
able to the following pertions of its credit portiolios:

ﬂ_l{_qyance for Possible Credi_t._la'u.osses

INMILIONSOFDOLLARS ATYEAREND 1987 1986 1985
Attributable to;
Consumer Credits . $ 819 $ 769 $ 472
Commercial Credits:

Refinancing Countries. . 3,275

Other , . . . , .. 524 929 763
TOTYAL |, $4,618 $1,698 $1,235

Expressed as a percentage of Joans and leases, the total
allowance slood at 3.34% at year-end 1987, up frorm 1,30% in
1986 and 1,06% in 1985, The consumer portion was 1.03% of
consumerioans and leases at the end of 1987, compared with
1,12% in 1986 and .84% in 1985, The commercial portion iotal-
led 6.53% of commercial loans and leases, versus 1.50% in
1986 and 1.26% in 1985,

Within the commercial portion of the aliowance, the amount
attributable to cross-border and foreign currency lbans inthe
refinancing countries (when taken togeiher with approximately
$300 million of previous charge-offs based on the countries’
foreign currency debt-servicing problems) was equivalent to
33% of Citicorp’s medium- and long-lerm loans and place-
ments and 26% of lotal outstandings in those countries at
December 31, 1987, The amount attributable 10 other commer-
cial sradits stood at 1.10% of related loans and leases,
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COMSUMER PORTFOLIO ANALYSIS

The profit dynamics of consumer lending are such that each
product has an expected level of credit loss that is generally a
statistically predictable expense of doing business. For exam-
ple, loans with low loss experience include home mortgage
loans (first and second) and govemment-guaranteed student
loans. Loans with medium loan loss experience are secured
products, such as mobile home loans and autpmoblre Iogns.
Tne Private Banking receivables are included in the medium
loan foss experience and have increased 33% during 1987,
The category of high loan lose exparience includes such un-
secured products as credit cards, iravel and entertainn]e_nt
cards, and other personal revolving-credit products. Pricing
and marketing policies reflect the loss experience of each
particular product.

Citicorp follows a write-off policy that requires that mast
consumer loans, with the exception of adequately secured
cansumer mortgages, be written off when r+:nents are
delinquent by a predetermined number of Quys after the con-
tractual payment date. The number of days is set at a level
appropriate to loan product and environmental characteristics,
Those loans not yet written off and with principal or interest
payment delinquencies of 90 days or more comprised 1.90%
of the total year-end 1987 consumer loan portiolio, a decrease
from the comparable 1986 ratio of 1.93%. The policy for suis-
pending accruals of interest on consumer loans varies
depending on the terms, security, and loan loss experience
characteristics of each product and in consideration of wrila-
off crilaria in place. Consumer loans for which aceruaie -¢ inter
est had been suspended were $942 million atyearen -.37
Foregone interest revenue resulling from suspension ¢ \nterest
accruals was not material in 1987, Consumer loans with detin-
quencies of 90 days or more for which interest cortnuadio
be accrued ware $581 million at year-end 1987,

Losses as a percentage of average loans and lenges werg
down substantially from 1,56 in 1986 10 1.43% in 1987 The
decrease primarily reflects an improvement i oredit carg
receivables duetoa generally matuning ponlicio, increased
colleclion efforts and appropriale modification of credt aritoria
have stabilized this segment of the porfolio The lower risk,
secured landing segment {mnstly mortgage) whichis 47% of
the worldwide portfolio continues to perform at statle and very
low ciedit logs expense jevels,

Domestic Loan Portfolio

The average domastic loan T Ylioinereased by $6.7 billion

to $56.3 biltion,
wor 1987 1987 1088

AVERAGK LCaNE Lus’::: N:.loDs’I Orl’k”
—— L. mBwmn MBS pATIO e
Creditioss expense )
experience:
Higher . . | . $15.7 $749 4.4
Medium ., C e 12.6 111 0,9 d:?
lower. . . . . .. 280 30 o4 g1
TOML o s 8583 8880 1,6 «p
az

The relative year-to-year comparisons in the portiolio are
shown in the following table:

PERCENT OF AVERAGELOANS 1987 ‘IQBEL_____'J_QB@‘? X
Higher . . . . . . . . . 28 29 555
Medium . . . . . . , . gg 33 293
lower . . . . . . . .. 5048
TOTAL 109 100 .

International Loan Portfolio

The average international loan portfclio volume rose from
$11.1 billion to $14.6 billion. The portfolio remains concentrateq
in the major industrial nations of Europe and Asia.

ASiAs
FURCEE  PCIFC
AJERAGELOANS A/ERAGE LOANS AVERAGE LOANS
MELCHS S NBILUDNS s

— . L
Germany .$ 4.3 30 Australia. .$0.7 5 PuerioRico.08 5
UK. . . 29 20 HongKong. 0.8 5 Other.
Other . . 28 19 Other. . . 1.6 11

TOoTAL . .$10.0 69

.07 5

Percent of Consumer Credit Losses to
Average Loans and Leases

t75

1.56% 4%

150
'8 1.22%
108 8% TT%
%
Q)

1353 1084 1955 086 W
REY CREDT LOSSES, INAMLLICING CF DOLLARS

$ios $208 $568 $958 $1,004

AVERNSELDANSAND (EASES NETOE UHEARNED DIECOUNT 24h0LLIONSOF DOULARE
$24,106 71,732

$36,950 $40,021 $84,247

TOTAL . .$3.1 21 TOTAL , $i510
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COMMERCIAL PORTFOLIO ANALYSIS

In commercial lending, the amount of losses ag a percentage
of outstanding loans and leases can vary widely from period to
period and is particularly sensitive to fluctuations caused by

changing economic conditions. In order to assess the risk
characteristics of the comnercial portfolio al year-end 1987,
Citicorp believes it is appropriate to view the portfolio accord-
ing to the elements shown inthe accompanying table.

—

COMMERTIAL PORTFOLIO
NET OF UNEARNED DISCOUNT
- 1987 1986
LOAHSAND AVERAGE LOSSESTO AERAGE LOSSESTO
LEASES AT LOANS NET AVERAGE LOANS NET AVERAGE
DECEMBER 31 AND CREDIT LOANS AND AND CREDIT LOANS AND
IN MILLIONS OF DOLLARS 1987 LEASES LOSSES LEASES . LEASES LOSSES LEASES
In Domesitic Offices
Commercial and industrial™® . $15,280 $16,640 $ 67 4% $15,465 $ 73 5%
Morigage and Real Estate™. 8,689 8,947 4 — 6,974 N -
Financial Institutions®. . . . . 609 635 — — 482 — —_
Governments and Official
lnstitutions® . . . . . . . . . . 314 354 T - 327 - -
TowaL . . ... $2a,002 26576 $ 71 3% SR8 72 3%
In Overseas Offices
Commercial and industrial™* $22,064 $23,070 $244 1.1% $25,421 $259 1.0%
Mortgage and Real Estate’™, 2,431 2,366 19 8% 2,107 30 1.4%
Financial Institutions®, . . . 4,093 4,068 23 6% 4,507 19 A%
Governments and Official
Institutions® . . _ 4730 4343 116 2.7% _ 4,749 a3 A%
TOYAL . . . . - C e e s $33,318 833,847 | $402 1._%%3&“,;3;36.784__‘ $3d1 8%
TOTALCOMMERCIAL . . . . . $58,210  $60,423 _ $473 8%  $60,032 $4:3 T%

(1) Incluces joans not Oihew S0 separaroly categ i ed
{2) Loan clagsiticatons are hazefonCamgre otut e 2 Carenry doha Lang

Domestic Portfolio ‘
Cilicorp's commercial and industrial ioan and lease pontiolio is
broadly diversified in terms of inclustry, grography, and size of
custorner. None of the major industry sagments in Citicorp’s
comrmercial and industrial loan and lease porfolio represents
a signilicant concentration. .

This diversification has proventobea successiul faciorin
controlling risk. The amount of net credit losses on domestc
commercial and industrial loans and leases. expressed as d
percentage of average loans and leases, wns 4% in 198?;“
compared wilth 5% in 1986. including the oxher;omruarma!
categories (morgage and real estate, linancial inshlulions, and
governments and ofticial institutions) whare losses wré mint-
mal, the canesponding ratios for tolal domestic commercial
loans and leases were .8%ir 1987 and 1986.

Net losses on commercial lending can vary widely, parhicue
larly within any given narowly defined sector While losses i
commercial lending cannot be accurately [preducled‘ Cilicorp
expects thet over the next 1210 18 months its net credit fosses
in the domestic commercial particlio will remain subslantialy
nelow cne parcant of ayiiageloans andleases.

Qvorseas Portfolio ‘ ) '
White the principle of broad dwersihicatior 78 1o cgz:urcﬂ nskin
the overseas commercial portlolio as il dessi tie domests
portiolio, actions taken with respact to the rehranzing Eounns

led to increased levels of net creditlosses in 1987

{33 Loarts 1o govemment-owngd eatirpnics and banks that are natingludod in drect loans {6
QOVEInMENS an OMEQfinCHlLLONS 813 nctidedin commersaland indusirialloans and
Ioans o hoanc alnstiul ooz, respiehey

Overseas Commercial Net Credit Losses |

s s Tt

Cross-Border Refinancing Countries . . $279 $134
AOther . . o .y e J23HM?EZ
TOTAL .. $402 $341

In the refinancing countries, net ¢redit losses include losses on
sales and swaps of loans, write-offs taken based on countries’
toreign currency debt servicing problems, and other net credit
write-olfs on cross-border and foreign currency loans, Net
credit losses in the rafinancing countries increasedin 1987
and are expected to increase further in 1988, as Citicorp con-
naues o use the added fisxibility provided by its $3.0 bilfion
addition to the credit loss allowarice in restructuring its expo-
sure 10 those countries.

Excluding the relinancing countries' cross-border and for-
eign currency loans and leases. net credit losses on the over-
spas commeraial portiolio were well below one percent of
avarage Ioans and leasesin 1287 and while [osses in comimer-
eial lenging cannot bo accurately predicted, Citicorp expects
such niet credit iosses to reman under one percent of average
rouns and leases over e next 12 1o 18 months.
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Percent of Commercial Credit Losses

20 Averagn Loans & Leases 8%

G68% gy

Cash Basis and Renegotiated Commercial Loans
Gash basis (nonaccrual) loans are those on which, asa resullt
of doubt as to collection, income is recognized onlytothe .
extent cash is received. Renegouated loans arethose op. -
which the rate of interest has been reduced as a resuit ofthy,
worrower's inability to meet the original terms. N

The classification of loans &s cash basis and renagotiates
a specialized diagnostic too! used by financial institutions,

Citicorp's experience as well as the experience of others, gen 8

erally has shown that & substantial percentage of cash basis

and renegotiated loans are utimately collected.
Citicorp's policy of placing loans on cash basis status

embraces all joans on whick principal or interest is 90 days
past due, or when payment of interest or principal is deter-

mined to be doubtful of collection. Evenif a cash payment may
be anticipated, accrued interest is reversed and the loanis put

75 63% — "l i (=
0 .
45 ,39%
30

1983 1284 1963 1386 1287
NET CREDITLOSSES, IN MILLIONS OF DOLLARS

5241 §221 5377 $413 §473
AVERAGE LOANS AND LEASES, NET OF UINEARNED DISCOUNT IIMILLG (3w FDOLLARS

562,172 $59,729 $60,223 $60,002 $60,423

on cash basis status after a 90-day period has elapsed.

Real estate acquired in settlernent uf loans, included in cther

assets in the financia! statements, totalled $286 million at
December 31, 1987, up $12 millicn from $274 million at
December 31, 1986. Domestic real estate represented

$253 million of the total real estate at year end, and overseas
real estate accounted for $33 nitlion.

Cash basis and renegotiated commercial loans were
$6,029 million, or 4.5% of total loans, at the end of 1987.
Without the impact of Brazi's suspension of interest payments,
cash basis and renegotiated loans were $2,355 miflion, down
£190 million from 1986, The year-to-year decline (excluding
Brazil) was spread over all geographic areas except Lalin
America, which increased due to Ecuador.

Cash Basis and Renegoliaied Commercialloans .

St R .

INMIUONSOFDFLANS o e o e
Cash Basis and Renegotiated Loans

PR

in Domestic Offices

RoalEstaleloans . . . « « « o« o v o+ oo
Other Commercialloans, . . . . -« «
InOverseas Offices™. . . « . « + -

TOTAL GASH DASIS AND AENEGOTIATEDLOANS .

Cash Basis and Renegotated Loans -
,‘.éﬁm%ﬁ;?iggml%!?i@ﬁ?ﬂi; i
Cash Basls and Renegotiatec Loans as
{1 Inceadas $1,125 mtion ot Bank Phaeeme... atDecember 31, 187

4

o
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"GASH HINEQO.

a%oilalioans .

DASIS  TIATED . IR .
_,LDANS loaNs  TYOVAL e WS el o8
$ 251 $— $ 25¢ 5 304 § 101 § 283 § 17

607 9 616 575 392 302
51457 5 5,162 1675 1755 1883 188
$6,015 $14 $6,029 52554 $2248 $2418 $2.110 |

10.8% 43%  30% 41% 35k
) 45%  20% 2 4% 4% |

R

Cash Basis and Renagotiated Gommercial Loans
ae i: Forgontage of Tolal Loans

%
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Details oi Refinancing Countries

ESTIMATED

AFTER-TAX

CROSS-BORDER IMPACT OF

AND FOREIGN CASH CASH BASIS

CURRENCY BASIS LOANSON

QUTSTANDINGS™ LOANS* EARNINGS

BILLIONS MILLIONS MI!.LION§'

Argentina. . . . . . % 14 $ 9 $ (04
Brazie», . , . . . . 4.3 3,731 (176.5)
Chile Coe 0.5 11 04
Dominican Republic . . 0.1 — —
Ecuador . . . . . . 0.3 307 (9.1)
Gabon, . 0.1 9 —
Mexico 2.6 81 (3.0)
Moroceo . . 0.1 - —
Nigeria . . . . . . 0.1 133 1.8
Panama . . . . . . 0.1 6 (0.2)
Philippines . . 1.4 65 4.3
Poland. . . 0.1 80 3.3
South Africa . 0.7 - -
Uruguay . . e 0.3 1 —
Venezuela . . . . . 0.8 44 6.9
Yugoslavia . . . . . 0.2 - —
AllOthers . . . ., _ 0.2 164 (3.6)
TOTAL, , , . . $13.3 $4,641 $(176.4)

(1} Quistandings exclude legally binding cross-bordor and foregn curen y commiments. Such
commitments which includa irrevocabla lotters of sredt and commitmen!s toextend credlt,
after adjusiment to assign axlernally guarantead commuments i the caintry of the guarantr,
amounted to $0.1 bifion in Argenting, $0 1 bikonin Brazd, $9 1 Lranm Moo, and $0.2
billion It the Philippings at December 31, 1987 Commumentsworgnatmatorahin relaben
to aciusted autstandings in &y olthertefnancing couny

(2) inclucles both facal and foreign currency foans

(3) Brackets reflact it reduction ol samings

(4) 14 counlrias undar $50 miton of Crass-Bowger aadbore tnCusienzy Quisiard ngs Bolua
Costa Rica, Honouras, ivory Coast, Jamarsa, Libera, AAsayasy, Momamibiapss, R S
Poru, Senegal, Sudan, Zaise, and Zamb i

(5) Tha $200 milior aftar kX earcangs rmpaathan BraX teaoHed Cowho m b0 amuat ey it
Inclcian the negatva affocts ofntercstmatyn cuer Cary 73 Cast

Included in overseas ¢:sh basis loans are a number of
loans in countries that are currently in the procecs of sehinanc-
ing thelr external debt or that have completed such refmlarzn,-
ings. In view of investor interest in this aspect of Cilicorp's
activilies, the above table provides additional details
of cross-border and foreign currency outstandings and also
local and foreign currency cash basis loans in the affected
countries; the third column of the table shows the impact on
our earnings, spread among various countries. The amounts
includa Interest reversed when loans are placed on a cash
basls, plus lhe cost of carrying the cash basis Joans, reduced
by interest recelved in cash and included inincome.

CAPITAL AMALYSIS

in 1987, Citicorp's stockholders’ eqity declined $250 million to
$8,810 million, This reflected the net reduction of $1,618 million
in retained earnings Including the $3.0 billion charge to eamn-
ings to increase the allowance for possible credit losses, and
the sale of $1.1 billion common stock, and $225 million of per-
petual preferred stock. The ratio of stockholders' equity to total
assels at year-end 1987 was 4.33%, down from 4,62% at year-
end 19886,

In September, Citicory» sold 20 million shares (40 million after
the stock split) of common stock in a worldwide offering which
emphasized distribution to individual stockholders. This issue
added $1.1 billion to stockholders’ equity. This was the largest
single sale ever of commion stock (other than aninitial public
offering) by a U.S. company, Commen equity at year-end of
$7,220 million declined $475 million from 19886. The ratio of
common stockholders' equity to total assets declined from
3.92% t0 3.55% at December 31, 1987,

During 1987, Citicorp increased primary capital $3,281 miil-
lion, or 24%, to a year-end total of $16,771 million, 8.05% of total
assets, compared with a ratio of 6.82% at year-end 1986.
Included in primary capital are $600 million in subordinated
mandatorily convertible capital notes sold during the vear,

In May, Citicorp charged current earnings $3.0 billion to
increase its allowance for possible credit losses to provide for
the risks associated with the sovereign debt portiotio. While this
reducad Citicorp's stockholders’ equity, there was no immedi-
ate effect on primary or total capital (as defined by banking
regulators).

In addition to the components of primary capital, Citicorp
issued $400 million of non-convertible subordinated long-term
debt which, under existing regulatory guidelines, is included in
total capilai, The total capital ratio increased to 11.75%, up from
10.,88% at year-end 1986.

Both total and primary capila! ratios were well above the reg-
ulalors’ rili num requisements of 6,0% for total capital and
5.5% for primary capital for national banks and bank holding
companies. In addition, the capital ratios for each of Citicorp's
demestic subsidiary banks and savings and loan associations
"0 were maintained above the regulatory minimum
re sirements, The amount of capital maintained by Citicorp
adequately considers the increased amourt of non-funds
related credit, interest, and foreign exchange products that
condribule to our businesses,

Banking industry requiators have indicated thiare will be new
auidelines for capital for banks and bank holding companies
inthe US. and in countries overseas. The objective is 10 arrive,
over time, at capital ralios for afl major international banks
which are more comparable and thus less likely lo give the
banks in one country & competitive edae as & resull of lower
capilal requitements. Another objective of these proposals is
o incorporate risk-weighted capital guidetines that consider
both on-balance sheet assels and ofi-balarice sheet activities,
such as lelters of eredit, swaps and foreign exchange, and
interest rale lorward contracts. Because the guidelines have
rot yet been finalized, Citicorp is unable to estimate with aceu-
ragy theimpact anits capital position, However, no significant
difficuity is anticipaled in meeting the new requirernents,
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Companenis of Capital
DEC, 31 DEZ 3 $ %

I HILLIONS OF DOLLARS 1987 1986 CHANGE CHANSE
Common Stock and

Surplus . . $ 2,779 § 1,67 $1,143 70
Refained Earnings 4,441 6059 (1,618) (27}
Preferred Stock 1,590 1,385 225 16
TOTAL STOCKHOLDERS' ¢ 8,810 § 9,060 $ (250)  (8)
Allowance for Possible

Credit Losses . 4,618 1,698 2920 ~—
Mandatory Convettible

Subordinated Notes 3,248 2648 600 23
Minority Interest in Consol-

idated Subsiciaries. . 95 84 11 13
PRIMARY CAPITAL . .$16,771 $13,490 $3,281 24
Redeemable Preferred

Stock. . . . . . 490% 40% ~ —
Qualifying Debt . 7,651 8001 (350) (4)
SECONDARYCAPITAL . . $ 7,691 § 8,041 $ (350) (4)
TOTAL CAPITAL . . $24,462 $21,531 $2,931 14

Primary Capital and Secondary Capital components and ratios
are as defined in accordance with Federal Reserve Beard
guiclelines.

LIQUIDITY MANAGEMENT

Citicorp defines adequate liquidity as having funds available at
all times to repay {ully and promptly all maturing liabliities in
accordance with thelr terms including customer demand
depusits, One economic function performed by financial inter-
mediaries is to assume liquidity risk by borrowing for shorter
terms than they lend. Thus, successtul liquidity managemantic
essential to the ability of a bank or bank holding company to
fuffill ene of its prime economic functions. Effeclive liquidity
management is critical to maintaining market coniidence. The
liquidity of each individual business and legal entity vathin
Citicorp must ke managed lo ensure that all fund withdrawals
ara met promplly.

The management of liquidity exposure is facilitaled by
forecasting the maximum outflow of fuids. Calculating the
maximum cumulative ouifiow of lunds net of enticipated receipt
of funds permits managers to anticipale well it advance
potential liquidity problems.

Citicorp's strategy is to enhance liquidity two ways: by
extending the malunties of liabilitias, and by diversilying fusid-
ing seurces. In 1987, Citicorp raised a lotal of $2.4 billion of
clabt with a maturity of one yaar or longer including $1.0 bition
with final maturities of 10 years or longet Secause of Cilicorp's
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highly liquid position this was substaptia}ly less than 1986 bor-
rowings of $7.4 billion. High levels of liquidity were a result pri-
marily of 1) the $1.1 billion comrmon stock and $225 million
perpetual preferred stock issued, 2) the continuing beneficial
effect of longer term funds raised in recent yeals, 3) continued
emphasis on direct access 10 consumers' savings, and

4) sales of assets.

Extensive diversification by market, Ly currency, by fender,
by maturity, and by instrument enhances liquidity. Over the
years, Citicorp has been able to react quickly to changing mar-
iet conditions includling the development of new funding
sources. Importantly, liquidity has been enhanced through the
growth of consumer fiabilities that have added further stability
and depth to Citicorp's funding profile. in 1987, average us,
consumer liabilities grew by $3 billion to $34 billion. in addition,
securitization of assets including single family home mort-
gages ($8 billion were sald in 1987) and sales of participations
in commercial loans hav significantly improved fiquidity.

The combination of is suance of long-term debt, increased
custorner deposits in severat countries around the world, par-

ticutarly ini the U.S., and ci2aticn of assets that could be sold - K

readily in the market has given Citicorp an unprecedented
ability to manage liquidity.

MANAGEMENT OF INTEREST RATE EXPOSL. & .-

Interest rate exposure is the sensitivity of earnings fo change”
ininterest rales. This exposure exists when market interes'
movements affect assets and liabilities differently. Financla:
intermediaries assume interest rate risk as a basic econaimis
function and derive incorne for undertaking this risk. The less
interest rate risk assumed, the lgss income is likely tobe
earned. Activities that neutralize interest rate exposure are also
likely to minimize earnings polential,

Citicorp senior management has established pararneters for
Citicorp worldwide within which interest rate exposure is lo be
manecizd, Ths, Citicorp manages the portion of earnings thal
will be expose d 1o interest rate movements in the expectation of
taking advantage of the opporlunities to increase eamings
resutiing ficm properly anticipated movemente ininterest rafes.

ltis tha respongibiity o1 Giticorp's Finance Committee o
establish and cversee policy regarding interest rate exposures.
The committee, which meets monthly, is composed primarily of
membesrs of Citicorp's Policy Committee, The commilice
reviews the inglitution's lolal worldwide interast rate exposure
and ensures that the polential impact on earnings from future
changes ininterest rates 1 kept within approved limits.

The Finance Commultee’s an. sis of Cllicorp's overallinter-
£5t rale position breaks Interest rale exposure into two repricing
ranees: by month up to one year (short-teim exposure) and
lenger than one year {long-lerm oxpostss). The analysis
focuses on expected beha or of assets and iabilities rather
than conlractual terms, The purpose of this analysis is tobé
certam that the maximum potential nisk on future eamings
resulting from the impact of possible future changes in interest
fales on currenlly exisling net aszet or netliability positions1s
gimensioned and managed.
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Interest yate exposure is also created in Citicorp's trading
partfolios, which are managed to take advantage of shori-term
market opportunities, Trading porticlios, which include non-
funds related products, are revalued to market with gains and
losses reflected in earnings on a current basis. Trading posi-
tions are managed under a separate process of specific
portfolio limits.

While overall Interest rate exposure targets are established
by the Finance Committee, Citicorp’s basic strategy of diversifi-
cation and decentralization permiits the business and country
treasurers to take interest rate positions they deema rpropriate
to the size and nature of their businesses within the mits
approved by the Finance Committee for that unit, Locat asset
and liability committees estahlish and monitor these limits.
Overseas units are not permitted to maintain significant long-
term LS. dollar interest rate exposure,

Because the net exposure of the surm of the individual units’
interest rate positions will not necessarily match the overall cor-
porate objectives, the Finance Committae is responsible for
taking actions which will adjust Citicorp's total U.S. dollar inter-
est raie exposure to meet the corporate abjective. These
actions include the issuance of fixed and floating rate debt and
interest rate hedges using non-funds related produets such
as interest rate swaps, futures, and options.

As a consequence of the size and diversity of Citicorp's cus-
torner base for both assets and sources of funds, there are off-
setling rate exposure factors ameng our assets, liabilities, and
certain non-funds related activities. A factor that might have
an adverse effect on earnings from one asset or liability may be
beneficial to earnings of another asset or liability and this cush-
ions the expesure of Citicorp's eamings.

A small portion of Cilicorp's total earnings at risk is denomi-
nated in currencies other than U.S. dollars, including Deutsche
marks, yen, pounds sterling, Australian dollars, and Canadian
dollars. These exposures lend to be offsstting in the longer
term, as interest rates in all currencies do not move in the same
magnitude, or even in the same direction, at the same time,

The accompanying chars illustrate Cilicorp's long-term and
short-tarm dollar interest rale positions, as well as fong-lerm
interest rate positions in selecled other currencies. Trading
posilions, including non-funds related products, are not
included in the accompanying intarest rate positions since the
effacts of interest rate changes - recognized in eamings on
a current basis. While the charts caplure Citicorp's position
at a point in time these positions are conslantly changing with
the flow of assets and liabilities.

Short-Term Worldvwide Doliar
interest Rate Gap*

N BILLIONS OF GOLLARS, AT YEAR END
10 9.3

R W R N @
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1 2 3 4 5 ] 7 8 ] 10 1t 12
MONTHS

*Exciess ufassols over nabyities, icludag the effacts of non-funds relaled products ulbzed
for hedy g pumpases, with re pricing dales beyond the month shown,

Long-Term Domestic U.S. Dollar
Interest Rate Gap*
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Summaty of Financial Results 3
CITICORP A i
SELECTED FINANCIAL INFORMATION ND SL’IBS!DIAB:\
T 1987 1086 1985 1984 i
% % e
gg'éﬁﬁgg gri:no;mim AMOUNT cunnaﬁ AMOUNT CHANG‘}; AMOUNT _ CHANGE AMOUNT _ CHANGE AMOUNT “
NelInlorest Revenis . . . § 6,466 6 § 6128 13 § 5446 26 8 4319 7 3 403 j
e herfovence - 5934 40 4272 41 3080 02 2300 25 1840 i
TOTAL REVENUE . $ 12,460 20§ 10400 23 $ 8476 28 $ 6619 13 § 5883
Provision for Possible . P
Sredit Losses. . $ 4410 - § 1825 47 § 1243 -~ § 619 19 § 50 g
Cperating Expense ___8B,290 21 6875 25 5517 24 4456 19 = S787  ii.
TOTAL EXPENSE . $ 12,700 46 §$ 8,700 29 § 6,760 33 % 5,075 19 8 4277, W
income (Loss) Before
Taxes( ) . $  (240) - & 1,700 (1 $ 1716 11 $ 1,544 4) $ 1606
IncomeTaxes. 898 40 642 (11) 718 10 654 (1) 746 4
NET INCOME {LOSS) . . $ (1,138) -~ § 1,058 6 $§ 908 12§ 800 3 § 880 19
Per Share"
Earnings (Loss) Per Share®, &  {4.26) - § 357 — $ 356 11 $§ 322 M $ 324
Dividends Declared Per
_CommonShare® . . .$ .82 43 § 092 (18 § 118 10 § 103 10 § 09
TOVAL ASSETS | . $203,607 4 §$196,124 13 $173,597 15 $150,586 12 $134,655 i
DEBT® . $ 24,364 4 $ 23,383 28 8 18,285 24 § 14,682 20§ 12221 ¢

(13 A per sharo amounts hirva been restafed to reficet the TaoufenOno Stock spit

12) On Netinoome (Loss) avaabio lr Gomman Stxckhldos a'ter deduat ng Tota! Pralpsred Stock Dvidond; of $92 mrt on a 1387875 " aron 1356 63 mulanm 19%5, 8601 onin 1984, and

$37m honin 1933
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Statement of Operations Analysis

NET INTEREST REVENUE

TAXABLE EQUIVALENT BASIS

The continued increase in consumer loan volumes drove net
interest revenue up $269 million, or 4%, over 1986 to total

$6.6 bitlion in 1987. Net interest revenue growth was driven prin-
cipally by a 10% increase in average interest eaming assets
and offset by the impact of nonaccrual loans to Brazil which
decreased total nst interest revenue by $333 million,

The net rate spisad was 3.75% for the year, 20 basis points
lower than last year's spread of 3.95% and down from 3.98%in
1985. The domestic a1 read cecreased from 4.42% in 1986 to
4.25% due to a lower yiaw! on consumer loans, The overseas
spread decreased from 2.39% to 3.12%, reflecting the impact
of the nonaccrual status of Br-zil, The lack of Interest payments
from Brazil reduced the 1987 spread by 19 basis points.

The average interest-zami: g  ssets volume of $176 hillion in
1987 was up $16 billion, or 10%, « ve: last vear. The volume
increases in 1986 and 1985 were 14<,a ! 13%, respectively. A
$10 billion increase in consur - - 0a “~a ¢, * ved for most of
this increase. Average investment securites® lume increased
$3 hillion over 1986, while average interest-bearing deposits
(principally in overseas offices) rose $2 billion, Overseas asset
volumes were also increased by the appreciativ. of sev 4
key currencies against the U.S, dcllar,

Net Rate Spread Taxable Equivalont Basis

1987 1938 1285

In Domestic Offices . . . . . 4.25 442 448
In Cverseas Offices . . 342 339 345
YOTAL . ... . ... . . . 875 3.95 3.98

FEES, COMMISSIONS, AND OTHER REVENUE

Total fees, commissions and other revenue of $6.0 billion in 1987
increased 40%, or $1,722 million, over 1986; the iotat in 1946
was up $1,242 million, or 41%, over 1985

Fees and Commissicns .
Revenues from fees and commissions totalled $3.6 biflion in
1987, up B80S eilion, or 20%, over the $3.0 billion earned fast
year Driven by cradit card and merchant discount fees, Individ-
ual Bank fees contributed $405 milionto this increase. The
Information Business had a $172 million year-lo-year increase in
faes, which included & full year of Quotron’s fees in 1967, Last
year, only six months of Quotron's annual fess and commissions
were Included in Citicorp’s revenues. Feas and commissions
earned thugh Institutionat Relationships were flatto 1986 as a
marked increase in North America and & moderale increase in
Eurape were offset by lower fees in Asia and Lalin America
Irvestment Bank fees and commissions were up $78 million
from last year, mainly due to increases fram equity producls,

Criring 1986, fess and commissions grew 40% over 1985 as
aresult of strong consumer spending, overseas agquisiions,
and corporale restructuring and other advisory activities inthe
Investiment Bank.

Statement of Financial Accounting Standards (SFA%) No, 91
“Accounting for Nonrefundable Fees and Costs Associated :
with Originating or Acquiring Loans and Initial Direct Costso
Leases” establishes accounting rules for fees received related

to lending activities, including origination, commitment, and
credit guarantee fees, The provisions require that all fees and
the incremental direct costs of originating loans be recognizad
as eamings over the appropriate lending or commitment
period. Citicorp’s present practices are substantially in compli-
ance with the new rules other than certain aspects of its prac-
tices in its credit card and consumer mortgage businesses.
Citicorp will adopt SFAS No. 91in 1988 on a retroactive basis
and will at that time restate financia! statements for 1987 and
prior years to apply the new rules. As a result, the netincome in
prior years will be reducec! and the net loss for 1987 increased.
Citicorp is in the process of determining the impact of imple-
menting the new standard but does not expect the impact to be
material on the net income of any one vear. The cumulative
reduction in retained eamings due to the retroactive restate-
ment at January 1, 1988 is expected to approximate $200 million,
Securities Trading
Despite difficult markst conditions during 1987, securities trad-
ing revenues increased 9% overlasl year to total $177 million in
1987. Trading performance in North America was flat to 1988,
while revenues in the Asia/Pacific region roughly doubled and
results in Europe and Latin America were significantly lower,
Last year, rading revenues of $182 miltion dipped $48 million
below their 1985 level of $210 million, mainly due to declines
in Europe and North America. Non-funds related financial prog-
ucts, including interest rate swaps, forwards, futures, and
options, continued to play an increasingly significant role in the
securities trading business; the effect of lhese transactions i
included in the above results.
Foreign Exchange
Glebal foreign exchange revenue from both custorner commer-
cial transactions and interbank wrading increased 10% over last
y2ar, Diversified across many units around the world, Citicorp's
foreign exchange revenues olalied $453 million in 1987 Foreign
exchange rading profits were particularly strong in the United
Kingdom, United Stales, and Japan. In 1988, foreign exchange
revenues of $412 million increased $54 million over 1985 as a
resull of slrong gains in Asia and Europe, Foreign exchange
trading revenue inciudes significant activity in ferelgn exchange
spot, forward, and option contracis.
Investment Securities
At§105 million, the net gain on invostment securities ransac-
lions was down f om the strong aain of $214 million in 1986.
Investment Be.k gaing wore shiqhlly down from the high level of
last year, while gains fromihe corporate portfolio oftset lowor
gains on seeunties transactions i e Individual Bank, The
1986 gain represented a $155 milich ncreass over the
$59 million posled in 1985,
Other Revenue
Other revenue totalled $1.585 million in 1987, up $1,080 million
over 1986, largely as a result of steps laken to offset the effects
of the $3 0 billion addition 1o the allowance for possible
credit losses. Other revenue meluded a $301 million gain rec-
ognized for pension plan restructuring and & total of $727 mil-
lion from asset sale transaclions, which principally included
$469 milson from the sale of a condominium interest in
Cilicorp's headquarters complex. Among other asset sale
transactons were the sale of bulldings in Japan {389 million),
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Spain, and New York, the partial sale of an overseas leasing
business ($26 million). ihe sale of morlgage servicing rights
($50 rnillion), and the vales of overseas subsidiaries

($64 million), _

Other revenue also increased as a recult of strong gains
from the sale of mortgages, which totalled $229 million for the
year—up $51 million, or 29%, over 1986. This reflected unusu-
ally high spreads on mortgage pass-throughs during the first
quarter. Venture capital gains were also strong, up $75 million
to total $147 million for the fult year. Affiliate eamings totalled
$81 million, up $25 million, or 45%, over 1986. Gains on the
sale of lease residuals were slightly lower than in 1986. The net
of all other iterns was lower than 1986, which included revenues
from last year's sale of Signature magazine.

In 1986, other revenue totalled $505 million, up $225 mitlion
over 1985. Last year's other revenue was dominated by reve-
nuas from the sale of mortgage pass-throughs, the sale of a
building in Japan and strong venture capital gains. In 1985,
other revenue of $280 million consisted principally of revenues
from the sale of mortgages and other assets, amounts
received in a contract settlement, affiliate earnings, and gains
on the sales of aircraft and railcar lease residuals.

OtherRevenwe . _ =~~~ =
NMILONSOFDOULARS _.3e87 eB6 | 185
Afflliate Eamings . . . . . . 81 $56 %68
Gains on Sale of Residual Value of

Leased Equipment . . , . . 42 51 43
Net Gains on Sale/Disposition of

Assets . . , . ., . . . 727 62 23
Net Gaing on Sals of Mortgage

Pass-Throughs . . 229 178 43
Venture Capital Gains . 147 72 25
Gain on Pension Plan

Rastructuring . . . 301 - -
Otheritems . . . . . . . | 58 86 78
TOTAL . . $1,585 3505  $280

PROVISION FOR POSSIBLE CREDIT LOSSES
Cilicorp has continued its poticy of ref lecting all known losses
in current earnings. Of major significance in 1987 's eamngs
was the $3.0 billion addition lo the allowance for possible credi
losses. This increase was taken o provide for the tishg associ-
aled with the sovereign debt portfolio, given the reality of recent
agreements with borrowers, the situation in Brazih, and the
likely evclution of the global econormy The $3.0 bilkon addition
to the allowance offers Citicorp new Hiexibitily in restructuring its
exposurs to refinancing cowrtrios,

4G

Net Write-Offs and Provision
for Possible Credit Losses

eorma

1987

e

INMILLIGNS OF DOLLARS 1986 1oggw

Net Write-offs:
Individual Bank . .
Institutional Relationships:

. $1,024 § 958 § 585

Refinancing Countries . 279 134 163
Other Commercial . . 190 264 217
Other . . . . . . ., . ._w’mtl‘_m 18 k)
TOTAL . $1,487 $1,371 § g2

Provision (pre-tax):

Individual Bank . . $1,066 $1,243 $ 728

Institutional Relationchips: 3,334 546 518
Other coe e 10 36 (1)
_TOMAL_ . . .o 84410 §1825 $1.243

*Prazr year sesus havo Bon ¢ hanged i Conlorm (o the curent year's presontaton,

The total provision for possible credit losses was $4,410 mil-
lion in 1987 and includad $1,497 million in net credit losses and
$2,813 million in addil:ons to the allowance, In 1986, the provi-
sion for possible credit losses was $1,825 million and con-
sisted of $1,371 million of net credit losses and $454 milion
in additions to the allowance. The 1985 provision was
$1,243 million and included $962 million of net cradit losses
and $281 million in additions 1o the allowance,

The net consumer credit losses rose 7% on a 17% increase
in average consumer loans and leases in 1987, The consumer
provision for possible credit losses was $1,066 million, consist-
ing of $1,024 million in net write-offs and $42 miilion in addi-
lions to the aflowance. The 1986 provision was $1,243 milion
and included $958 million in net write-offs and $285 million in
additions to the allowance, while 1985's consumer provision of
$728 milllion consisted of $585 million in net write-offs and $143
million in additions o the allowance. The increase in net write-
offs reflects higher credit volumes. The ratio of net consumer
creditlosses as a percentage of average consumer outsland-
ings declined lo 1.43% in 1987 from 1.56% in 1986. This ratio
was 1.22%5 in 1985 The improvament in the current year's
credit perlormance resulted from the shiftin the credit card
portfolio (o a higher praportion of more mature cards, which
hava a historically lower credit loss experience. Reflecting the
Improvement in the consumer businass’s credit loss experi-
ence. the reserve for possible credit losses was reduced o
1.03% of cansumer Ioans and leases from 1.12% in 1986,
resulting in lowar adsitions to the allowance during 1987,

The commercial provision for possible credit losses was
$3,344 milion in 1987, corsisting of $473 million in net wiile-
offs and $2,871 million in ad-iliars to the allowance (reflecting
the sacond que.ters $3.0 hitlion addition to the allowance).
Qngl@eq cahty seven’s net commercial write-offs consisted o
2270 Milioniin net wnte-offs which were related tu loansin
refmancing countries, as well as $194 million in net write-offs
re'iatef:i ioother commercial debt. The net commerciaf write-
0'ls ansocwated with deby to non-refinancing countries
geg!meci‘ by $E5 millior: The 1088 commercial provision of
562 reaion wats composed of $313 million in net wide-olls
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(including $134 million of net write-offs of loans in refinancing
countries} and $169 million in additions to the allowance and
1985's provision of $515 million was made u pof $377 million in
net write-offs and $138 million additions to the allowance. The
ratio of net credit losses as a percentage of average commer-
cial loans and leases was .78% in 1087, compared with .69% in
1986 and .63% in 1985,

Recoveries on commercie ! loans and leases were up 89%
over the prior year, This is evivience of Citicorp's conservative
write-off policy and rigorous processes in place to monitor and
assess emerging credit issuas.

OPERATING EXPENSE

The Corporation’s total operating expense of $8.3 billion in
1987 incrsased 21% over the $6.9 billion level recorded
iast year. Nineteen eighty six total operating expense rose
25% over 1285,

The Individual Bank's activities continued to expand and, as
aresult, operating expenses increased, reflecting higher vol-
umes, infrastructure expansion, higher marketing and pregram
expenses, and the effect of the weaker U.S. dollar abroad.
Operating expenses within the Institutional Bank remained flat
compared with 1986, reflecting cost control measures and the
effest of staff reductions of well over 5,000 people during the
past two years. The investment Bank's operating expenses
were up 31% over last year, reflecting the high costs of continu-
Ing business expansion, including costs associated with
acquisitions, systermns devslopment, operating controls, and
increased staff levels. Expenses within the Information Busi-
ness were Up $227 mition over iast year, reflecting the costs
associated with the purchase of Quotron as well as continting
investment in product development and technology.

Total staff expense was $3.2 billion in 1987, up 21% over
1986, while staff expense of $3.2 billic in 1986 was up 28%
over 1988, The 1987 increase reflects additional staff to support
growing businesses, plus normal compensalion incraments
and higher benefit expenses. -

Net premisas expense rose $95 million to total $707 million
in 1987, This represented a 16% year-to-year increase over
1986. The comparable rate of growlh in 1986 was 28%. Al
$759 million, equipment expenses were up $129million in 1987,
refiscting a 20% rate of growlh over 1986. This compuared with
a 31% rate of growth last year. The current year's increases in
net pramises and aquipment expenses were largely atlribut-
able to costs assoclated with business expansion. ,

Other expenses of $2.9 billion rose $508 million, or 215,
over last year, mainly due o increased advertising and markel-
ing expensas and costs associated with increased volumes.
Last year, othe: expenses of $2.4 billion rose 197 aver 1985.

INCOME TAXES N y
Income tax expense for 1987 was $898 millicn, compared with
$642 million in 1986 and $718 million in 1985 Incomeiax

expense was recognized in 1987 despite the $3.0 billion addi-
tion to the allowance for possible credit losses because only
$259 milion of tax benefits attributable to the addition to the
allowance could be recognized. Unrecognized tax benefits will
be used in future years 1o reduce Federal income tax at the
then prevailing rates Income tax expense for 1987 was also
affected by the composition of the earnings base (including
significant asset transactions in the second half of the year)
which had an impact on state and iocal taxes as well as foreign
taxes paid. In comparison, income tax expense for 1986
inciuded . reduction of $55 million due to the application of the
lower tax rates effected by the Tax Reform Act of 1986 to the
leveraged lease portfolio.

The Tax Reform Act includes many provisions that will afiect
Citicorp, its customers, and the way business is conducted in
general. Among the more relevant provisions is the reduction
of the Federal income tax rate from 469 to 40% for 1987 and
34% for 1988, The Tax Reform Act precluded the deductibility
of additions to the bad debt reserve and required that deduc-
tions previously claimed for additions to the bad debt reserve
be restored to taxable income.

Other new provisions that have affected Citicorp's busi-
nesses are the elimination of the investment tax credit, the
elimination of the deduction for interest expense attributable to
newly acquired state and municipal tax-exempt securities, and
the elimination of the beneficial treatment of long-term capital
gains. The most potentially significant new rules in the Tax
Reform Act are those dealing with the U.S, taxation of foreign
income and new limitations on the use of foreign tax crediits,
Finally, the Tax Reform Act expanded the Alternative Minimum
Tax, increasing its scope and applicability. The Corporation is
of the view that the Tax Reform Act will not have a materially
adverse impact on its liquidity or income from continuing
operalions.

In December 1987, the Financial Accounting Standards
Board issued Statement of Financial Accounting Standards
{SFAS) No. 96 "Accounting for Income Taxes” SFAS No, 96 sig-
nificantly changes the method of accounting for income taxes
for financial slatement purposes, withou! affecting the actual
cash tax liability. Under the new standard, income taxes will be
recognized for the tax consequences of all events that have
been recognized in the financial statements, calculaled based
on provisions of enacted lax laws, including the tax rates in
effect lor current or future years. Deferred tax assets whose
realization is dependent on taxable earnings of fulure years will
not be recognizad.

Citicorp infends to adopt SFAS No. 96 in 1989 on a retroac-
tive basis, Itis expectled that the pringipal effect will be a
reduction in the net income originally reported for 1986 and
pror years, resulting in & cumulalive reduttion in retained eam-
Ings, primarnily as a tesuit of the more restrictive criteria under
the new standard for recognizing cenain deferred 1ax assels.
While Citicorp cannot yet determine the impact of implemanting
the new standard, it 18 expected that the cumulative reduction
il bt less than 10% of common stockholders' equity, How-
ever, Cihcorp expects that it will ultimately realize, at prevailing
tax rales, deflerred tax assets whose recognition may be
delayed under the new standard
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GEOGRAPHIC DISTRIBUTION OF REVENUE,
EARNINGS (LOSS), AND ASSETS

Citicorp attributes its earnings to geographic regions based on
the domicile of the custormer. United Slates possessions are
included in their respective geographic areas. In the accom-
panying table, the North American region includes the United
States and Canada. Refer to page 62 for further discussion of
the principal adjustments and allocations that are made to
present results on a gecgraphic basis.

North American earnings were $1,189 million in 1987, &n
increase of $647 million over the prior year. The significant
year-to-year increase in North American earnings was shaped
by 1987’s gains from the sale of a condominium interest in
Citicorp’s headquarters complex ($283 million after-tax) and
gains from the restructuring of pension liabilities ($163 million
after-tax), as well as improved net interest revenues, notably
higher fees and commissions, and a lower provision for possi-
ble credit losses. In 1988, results from North American opera-
tions rose $79 million, ot 17%, over the prior year, primarily on
the basis of higher net interest revenues, increased fees and
commissions, proceeds from asset sales, and venture capital
gains.

Strong asset growth witt i the North American Individual
Bank—particularly i#  helr tinance and card products—
contributed to the et revenues, Revenues from
the consumer by - 30 buoyed by gains from the
sale of mortgage . o 1Jhts and mongag: pass-
throughs, North Amene an revenues of the Ingtitutional Bank
wera up over the prior year, reflecting increased net interest
revenues from specialized finance a:ia higher fees and com-
missions, partially offset by lower other revenue. Investment
Bank revenues rose, fuelled by Increased ravenues from the
Sactor's funding activities, revenues from foreign exchange
trading, and gains fiom venture capital transactions, counigred
by reduced fees and commissions, plus skighlly lowe. securi-
ties trading revenues.

The provision for possible credit losses for Noth America
declined in 1987 as credit perlormance impraved, mainly in the
cradit card portfolio.

Operating expenses refaled to North Amer.can operalions
weare higher in 1987 largely as a result of continued business
expansion and development. Tha increase also refinstod the
expenses required lo support substantially lugher volumes—
particularly within the consurner business.

North American earnings also included the rasults of
Citicorp’s [nformalion Business, which recorded a Joss of
$85 million mainly due o the funding ¢osts of the Quotron
acquisition and the related amortizabion of goodwili,

Total North American average assels increasad 11% in 1887
and 18% in 1986, Asset growthin both years stammed from
higher consumer loan volumes.
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Citicorp's operations overseas posted a $2,327 miliion loss
in 1987, reflecting the $3.0 billion addition to the allowance for
possible credit losses, Overseas nperations earned $516 mil-
lion in 1985 and $535 million in 1925. International revenues
were higher in 1987, driven by improved fees and commis-
sions, higher foreign exchange revenues, and increased other
revenues, offset by the lower net interest revenue resulting from
the suspension of interest payments by Brazil. Opersting .
expenses from overseas operations grew in comparison with
the prior year largely in support of continued business devel-
opment, investments in product delivery, and the weakening of
the U.S. dollar Results from international operations benefited
from the $259 million in tax benefits related to the $3.0billion
addition to the credit loss allowance.

Excluding the impact of the $3.0 billion reserve increase,
earnings from Asia/Pacific of $277 million were up strongly
from 1986, while earnings in Latin America of $44 million and
Europe, Middle East and Africa of $93 million were both lower
than last year. The increase in Asia/Pacific reflected higher
securities and foreign exchar 1e trading revenues, increased
net interest revenues, sizable otver revenues (including gains
from the sale of assets in Japan), a lower provision for credit
losses not related to refinancing countries, and flat operating
expenses. In 1987, Latin American results were down due to
the placement of Brazilian outstandings on nonaccrual which
reduced after-tax earnings by $200 million, Earnings from
Europe, Middle East and Airica reflected substantially higher
fees and commissions in the consumer business and
improved revenues irom forgign exchange trading, outweighed
by the impact of lowar securities trading revenues and
increased expenses,

Total overseas average assets grew 4% in 1987, principally
as & result of higher assels within the consumer business.
in 1986, overseas assels increased 10%.

NETINCOME(LOSS) = = ==~
INMLLSNEGFDOUARS o ... te8T  9Een  1mB5w
NothAmerca . . . . . . . $1,489 $ 542 $463
Caribbesn. Central and South

Amencg e e e (2,102) 268 245
Euwrope, Middle East and Alrica (250) 28 191
AsiafPacilic . v .. 25 150 99
TOTAL . . $(1,138) $1,058 $098

VIVReCt I et e et oot i:ﬁf-i:j!.‘.ﬁ.'.i!'&f“
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FINANCIAL REPORTING RESPONSIBILITY

The accompanying financial statements have been prepared
by the management of Citicorp in conformity with generally
accepted accounting principles approvs ate in the circum-
stances. Where amounts must be based on estimates and
Judgments, they represent the best estimates and judgments
of management, The financial information appearing through-
out this annual report is consistent with that in the financial
statements.

The financial control system of Citicorp is designed to
provide reasonable assurance that the financial records are
reliable for preparing financial statements and maintaining
accountability for assets and that assets are safeguarded
against loss from unauthorized use or disposition. The system
in use at Citicorp provides such reasonable assurance, sup-
ported by the careful selection and training of staff, the estab-
lishment of organizational structures providing an appropriate
and well-defined division of responsibilities, and the communi-
cation of policies and standards of business conduct through-
Qut the institution.

The accounting policies and system of internal accaunting
controls are under the general oversight of the Citicorp and
Citibank Boards of Directors, acting through the Auc'it Commit-
tee described on page 76. The committee is comprised
entirely of directors who are not officers or employees of
Citicorp. The Chief Auditor of Citicorp, who reports directly to
the Board of Directors, conducts an extensive program of
audits and risk asset reviews worldwide, carried out by a staff
of resident inspectors and reviewars and traveling teams. In
addition, Peat Marwick Main & Co., indepandent certified pub-
lic accountants, is engaged to examine our financial
statements.

Peat Marwick Main & Co. obtains and maintains an under-
standitg of our accounting and financial controls and con-
ducts such tests and other auditing procedures as they
consider nacessary in the circumstances 10 express tha opin-
fon in their report that follows. Peat Marwick Main & Co. has
free access to the Audit Committee, with no members of marn-
agement present, 1o discuss their examination and their find-
ings as to the Intagrity of Citicorp's financial reporting and the
adequacy of the system of internal accounting conlrols.

I A A/

John S, Reed
Chalrman

REPORT OF INDEPENDENT AUDITORS

KPMG Pezt Marwick

Peat Marwick Main & Co.
Certified Puhlic Accountants

The Board of Directors and Stockholders of Citicorp:

We have examined the consolidated balance sheet of Citicorp
and subsidiaries as of December 31, 1987 and 1986, the
refated consolidated statements of operations, changes in
stockholders' equity and changes in financial position for each
of the years in the three-year period ended December 31,1987,
and the consclidated balance sheet of Citibank, N.A, and sub-
sidiaries as of December 31,1987 and 1986. Our examinations
were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the aforementioned consolidated financial
statements present iairlv the finangal position of Citicorp and
subsidiaries at December 31, 1987 and 1986, and the results of
their operations and the chanres in their financial position for
each ofthe years in the three: =ar period ended December 31,
1987, and the financial posit Jn of Citibank, N.A, and subsidi-
aries at December 31,1987 and 1986, in conformity with gerier-
glly accepted accounting principles applied on a consistent

asis.

Frat Manir L Waia, C..

New York, New York
January 19,1988
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Financial Statements

CONSOLIDATED STATERENT OF OPERATIONS CITICORP AND SUBSIDIAR)
I MILLIONS OR DOLLAAS, EXCEPT FER SHARE AMOUNTS 1587 1986
nterest Revenue
Interest and Fees un Loans and Lease Financing . $1 ngg? $1 ?,g;g
Interest on Deposits with Banks . . 5725 |
Interest on Federal Funds Sold and Securities Purchased Under Resale Agreements . 692
Interast and Dividends on Investment Securities (Note 1). . .o . 1,236 1,033
Interest on Trading Account Assets . Co. 1,479 752
N - _$21,994  $19.204
Interest Expense
Interest on Deposits . . $ 9,109  § 819
Interest on Other Borrowed Nlcn Sy { No!e T) . 3,920 2,828
Interest on Long-Term Debt and Subordinated Capital Notes (Notes 8and 9). 2,499 2,077
— e e 315,528 513,006
NET INTEREST REVERUE . et e e e o . $ 6,466  § 6,128
Provision for Possible Credit Losses (Note 4) . $ 4,410 $ 1,825
NET INTEREST REVENUE AFTER PROVISION FOR POSSIBLE CREDIT LOSSES | $ 2,056 $ 4,303
Fees, Commissions, and Other Revenue
Fees and Commissions (Note13). . . $ 3,584 $ 2,979
Trading Account e 177 162
Foreign Exchange . 453 412
Investment Securities Tranqacttons (Nole 15) 195 214
Other Revenue (Notes 5 and 14) . .o _.1,58 505
) ) % 599 $ 4 272
glher Oparaﬁng Expense T
alaries . . $ 3,251 $27%
* ]
Staff I?re??nst? ff;\IEo*e 14) . . 671 500
ctal Staff Expense., A .
Net Pramises Expense (Noles 5 and 10) . . s 3,3‘2)‘2; $ 3 g?g
Equipment Expense (No!es Sand 19) . »59 630
Other Expense . ‘
» 12,902 2394
- 8,2 7
Income (Loss) Before Taxes, S om0 ° Bég
(ncome Taxes (Note 15) . ¥ (ggg) A 242
NET INCOME (1.085) . C L $(1,138) § 1.058 -
Earnings (Loss) Por share (Note 16) ; '
‘ ${4.26) $3_:5_~7A e
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CONSOLIDATED BALANCE SHEET

IN MILLIONS CF DOLLARS

__._CITICORP AND SUBSIDIARIES

PTCEMNER 3+ DECEMBER 31
41907 1988

Assets
Cash and Due from Banks.
Deposits at Interest with Banks .

Investment Securities (Market value $15 438 in 1987 and $13 537 in 1986) (Note 1)

Tradling Account Assets.

Federal Funds Sold and Secu}ltlés Purchased Under Resafe Ag reements .

Loans and Lease Financing, Net (Notes 2, 3, and 4)

Consumer (Net of uneamed discount of $3 674 in1987 and $4,154 in 1986)

Commercial (Net of unearned discount of $598 in1987 and $46f in 1986}

Lease Financing

Loans and Lease Financing .
Allowance for Possible Credit Losses .

Total Loans and Lease Financing, Net .
Customers’ Acceptance Liability .
Premises and Equipment, Net (Note 5)
Interest and Fees Receivable .
Other Assets (Note 6)

TOTAL .

Liabilities

Non-Interest-Bearing Daposits in Domestic Offices .
Intarest-Bearing Deposits in Domestic Offices.
Mon-Interest-Bearing Deposits in Overseas C+ices .
Interest-Bearing Deposits in Overseas Olfices.

Total Deposits . . v e e
Purchased Funds and Other Borrowmgs (Note 7)
Acceptances Castanding. . .
Accrued Taxas and Other Expenses ( Note 15)
Other Liabilities . . , . . .
Long<Tonn Debt(Note 8) .
Suborciinated Capital Notes (Note 9) .
Redsemable Preferred Stock (Note 10) 4

Stockholders’ Equity
Prafarrac Stock (Nota 1) . . .
Common Stock (Par value of $1.00in 1987 and $4.00ir Jg6) (ch 12)
Issued Shares: 343,995, 863 in 1087 and 950,57 7,850in 1088
Surplus . . . . .
Retained Earnings Coa e .
Common Stack in Treasury, at Cost, ‘
Shares: 27,767,138 11 1987 and 12,962, 986in 1036
Total Stockholders” Eaquly . . . . . . .

TOTAL.......»>uL“u.«‘V )
Acmun:mgmle esando ,e!a ik ,ndewwayﬂ)&é’ aamGlEg@patcttte s s skl et

. $ 5,029 § 5181

14,706 15,692
15,396 12,880
5,594 8,896
7,552 5,688
, $ 78,959  $ 68,243
55,754 59,439
3,372 __Bee2
. 51 38 085 $130,904
..,(.‘_ﬁ_‘ilﬁl _....(1,698) .
. $133,467  $129,206
5,219 4,769
3,365 3,177
3,230 2,887
_ 10,049 7,748

. $203,607  $196,124

. $ i1,241 $ 12,666

44,731 41,796
4,004 3,791
59,585 56,436
. $119,561  $114,689
31,690 33,731
5,250 4,912
4,521 3,969
9,411 6,380
21,076 20,695
3,248 2,648
40 40

. $ 1,590 § 1,365

344 602
2,866 1,421
4,441 6,059

(431) (387)

. $ 8,810 § 9,060
. 3203,607 $196,124
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COMNSOLIDATEED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

CITICORP AND SUBSIDIARIES

INMILLIONS OF DOLLARS 1987 1986 1985
Preferred Stock (Note 11)
Balance at Beginning of Year . $1,365 $1,215 8 840
Issuance of Stock . 225 150 575
BALANCE AT END OF YEAR . $1,590 $1,365 §1,215
Cornmon Stock (Ncte 12)
BalanceatBegnningofYear . . . . . . . . . . . . . Co $ 602 $ 569 $ 556
Sharas: 150,577,830 in 1987, 142,265,429 in 1986, and 138,970,558 in 1985
Sale cf Stock: Shares 20,000,000 in 1987 and 5,000,000in 1986 e 20 20 -
lssuance of Stock under Savings Incentive, Stock Option and Stock Purchase Plans and
ConversionofConvertibieNotes(Notes8and14) e e e .o 3 13 13
Shares: 1,547,958 in 1987, 3,31 2,401 in 1986, and 3,294,871 in 1985
Issuance PursuanttotheTwo-for—OneStockSpiit(Note i2) . . 172 — —
Shares: 171,870,075
Reduction of Par /alue, L {453) - =
BALANCEATENDOF YEAR , . . N R . S 344 $ 802 $ 569
Shares: 343,995,863 in 1987, 150,577,830 in 1986, and 142,265,429 in 1985
Surplus
Balance at Beginning of Year . $1,421 $1,058 $ 958
Preferred Stock Issuance Cost . (3) (2) (9)
Sale of Common Stock . . Tt e e e 1,116 265 -
Issuance of Slock under Savings Incentive, Stock Option, Stock Purchase, Executive Incen-
tivo Compensation and Restricled Stock Pians and Conversion of Convertible Notes
(Noles8 andi4). . . . . . . . . L L L] 108 107
issuance PursuanttotheTwo-for-OneStockSplit(Nu:e“la) F e e , {t72) - -
Increase Due to the Reduction of Par Value. . . . o e . . 453 — -
Restricted StockPianGrants«-—NelofAmortizasi‘on(NoteM)e wwwww . . 1y (6) -
DALANCEATENDOFYEAR . . . . . . ., . .., e $2,866  §1.421 1086
Retained Earnings
Balance at Beginning of Year | e e, $6,059 $5,300 $4,637
Matlcome (Loss) . . . . . .. .o Dt (1,138) 1,058 998
Cash Dividends Declared (including preforrad dividends of $8811 1987, $71in 1986,
(and $59)in 1985, and redeernable preferrad divicends of $4in 1987, 1986, and 1985)
Note*lz..,u..w,h.uuuuu‘.,,,u‘ a71
Forelgn Currency Transtation (Accumulated amount of ($85) at December 31, 1987). ( (9)) (332) (3153)
BALANGEATENDOFYEAR , . . . . . . . . . L $44a1 96059 3300
Common g&ock in 'nf'easury, atCost
Balance al BeginningofYear .. . ., . . . e . 135 r
Shares: 12,962,986 in 1987, 12,688,579 in 1086, and 12,702,161 in 1085 $lRon e 8 ()
Treasury Stock Transactons, at Cost . . . . 174) (12) (10)

Shares: 1,931,183 1n 1987, 74,447 in 1986, andi 166,378 1n 1665
lasuance Pursuant to the Two-for-One Stack Spiit (Nole 12) .
Shares: 12,872,969

PALANCEATENDOFYEAR . . , . . . ., C
Si- -es: 27,767,138 in 1987, 12,962,988 in 1466, and 12.588.530 in 1085

Total Stackholders’ Equity

Balance at Beginning of Year .
Changes During the Year, Nt .

BALANCE AT END OF YEAR . .

am st R aTa e P
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CON'IOLICATED STATEGENT OF CHANGES IN FINANCIAL POSITION

CITICORP AND SUBSIDIARIES

IN MILLIONS OF DOLLARS

1987 1986 1985
Funds Provided
Spelrations:
8t Income (Loss) . . 13 ,058 998
Non-Cash Charges $0,138) 1 ¥
Depreciation and Amortization of Premises and Equipment . 560 450 349
ProvisionforPossibleCreditLosses o 4,4%0 1,825 1,243
Funds Provided from Operations 3,832 3,333 2,590
Increase in
Deposits . e e, 4,872 8,730 14,610
Purchased Funds and Other Borrowings ~ 7,115 2,226
long-TermDebt . . . | | 381 4,379 3,323
Subordinated Capital Notes | 600 749 250
Preferred Stock . . . | | C o 225 150 575
Proceeds from Sale of Cornmon Stock . 1,136 285 —
Decreasein
InvestmentSecuritiesand'!'radrngAccountAssets . e 786 - -
Federal Funds Sold and Securities Purchased Under Resale Agreements . - 655 -
Cash and Due from Banks and Deposits at interest with Banks , . Co 1,138 - —
Other,Net.................... . 825 — 548
TOTAL . L $13,795  $25,306 $24,122
Funds Used
Cash Dividends Declared . $ A4 $ 325 § 353
Incraase in
Cash and Due from Banks and Deposits at interest with Banks | - 2,862 3,626
investment Securities and Trading Account Assets . e e e - 5721 4,388
Federal Funds Sold and Securities Purchased Under Resale Agreements | 1,864 — 1,202
Loans and Lease Financing . T, 8,671 15,767 13,800
Premises and Equipment. . . . . . . . . e e 748 1,083 7563
Decreasain
Purchased Funds and OtherRorrowings . . . . . . e 2,041 - —
OtherNet. . . . . . . . ., .. .. Ce C Do 8%
TOTAL | Coa - . $13,795 $26,308 $24,12¢2

LI PR
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CONSOLIDATED BALANCE SHEEY

PECEMTER 3
1987
INMILLICNS GFDOLLARS

Asszels
e e e s s e ... 8 4,193
CashandDuefromBanks . . . . . . . . . . . . . 14759

Deposits at Interest with Banks, . e e e e e 12538
InvestmentSecuntles(Marketv:due$12457|n1987and$10 938 |n1986). s e e :

Trading Account Assets . . . Co ‘ 3’203
Federal Funds Sold and Securities Purchased UndeansaleAgreements. e e e e e 7,407
Loans and Lease Financing. . . C e L. $ 96072
Less: Allcwance for Possible Credit LOSSes. . . . . . . « v o o o {3,523)
Unearmed Discountonloans . . . . . . . . v v v v v v e e e e {(2,368)
loansandleaseFinancing,Net . . . . . . . . . .. . ... .. ... ..$% 090176
Customers’ AcceptanceLiability . . . . . . . . ... L e 5,441
Premisesand Equipment, Net . . . . . . . . . . . . ... . o 2,119
Interestand Fees Receivable . . . . . . . . . . . e e e 2,379
OtherAssets................................u_‘__“,982
T, e e e i e e e . . . . . . . $148,085  $144808 |
Liabilities : :
Non-Interest-Bearing Deposits inDomesticOffices. . . . . . . . . . . . . ... . . .§ 9,670  § 10783 '
Interest-Bearing Deposils in Domestic Offices . . . . . . < s X ¢~ 20193
Non-Inlerest-Bearing Deposits in Overseas Offices, . . . . . . . . . . . . . . . R 3,972 3749 i
Interest-Bearing Deposits in Overseas Offices . . . . . . . . . . . o e e e e 59,370 66203 .
Total Deposits . ., S v e w0 L, 8103138 $ 09908
Purchased Funds and OtherBorrowmgs T 18,132 20679 F
Acceptances Outstanding . . e e e e, 5,472 6126
AccruedTaxesandOtherExpenses o e e P, . 2,595 2812
OtherLiabilites . . . . 7,480 4,058
Long-Terr Debt, . . . . . . 3,670 3216
gtockhalder’s Equity (Note 21)
apital Stock ($20,00 par) . ‘ , c 751
Outstandmgbhares 375345&3!:}10& andmse TR L
Surplus. . . . . .
r 3,203 2,016
F%eta$ed§arntna? e e e ... 8648 5243
otal lockhodersEqunty S DL .. $ 7602 $ 3009
TOML sl e L : ... . $148,085  $i44808

R T LT w:rrdmp'.mawrﬂ-scmam.:ggcr RGP0 O 5300 S e ¢
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Statement of Accounting Policies

3ASIS OF PRESENTATION

Thg consolidated financial statements include the accounts of
CI!I-_’.‘.O!‘p. its wholly-owned subsidiary, Citibank, N.A., and their

majority-owned subsidiaries, after the elimination of all material
intercompany transactions.

Afiliates which are 20%- to 50%-owned are carned under
the equity method of accounting and the prorata share of their
income (loss) is included in other revenue. Income from invest-
ments in less than 20%-cwned companies is recognized
when dividends are received,

Gains and losses on disposition of branches, subsidiaries,
affiliates and other equity investments {including venture capi-
tal investments) and charges for management's estimate of
permanent impairment in value are included in other revenue.

Foreign currency translation, which represents the effects of
translating into U.S. dollars, at current exchange rates, financial
statements of overseas operations with a primary or functional
currency othe: "ian the U.S. dollar, is included in retained
earmnings in & ++ “scompanying consolidated balance sheet,
along with related hedge and tax effects.

The effects of translating foreign currency financial state-
ments of those overseas operations with the U.S. dollar as the
primary or functional currency, including those operating in a
highly inflationary environment, are included in foreign
exchange revenue, along with related hedge effects. Foreign
exchange trading positions, including spot and forward con-
tracts, are valued monthly at prevailing market rateson a
net present value basis, and the resulting gains and losses
argincluded in fsign exchange revenug.

INVESTMENT SECURITIES AND

TRADING ACCOUNT ACTIVITIES

Debt securities held for investment are carned at cost,
adjusted for amortization of premiurmns o the earliest call date
anc accretion of disgounts to maturity. Marketable equity secu-
rities held for investment are carried at the tower of agnrenate
sost or market, Gaing and fosses on sates of investmant seouti-
ties are comnputed on a specific identified cost basis.

Trading account assets, consisting of securities and money
market instrumeants, are presented net of obligations to dehver
assets sold but not yat purchased and are valued at markel.
Gains and losses, both realized and unrealized, are inciuded
in tracling account revenue. Interest on trading account assets,
net, is included in interest revenue. ,

Financial futures and forward contracls, interast rale swaps,
and options are valued at market, with both realizea and unre-
alized gains and losses included in trading account revenue,
except for those designated as hedges. Gains and losses
related to financial futures and forward contracts, interest rale
swaps, and options that are designated as he:ﬂges are
deferred and reflected as an adjustment to inteiest reverug or
expense, Feos retated lo these financial products are c:o_ng@
ered an integral part of the matket vaiue and are recognized
over the tarm of the agreements. .

Itis Citicorp’s policy not to make transiers between invest:
ment securities and the trading acenunt, However, i 1986 cér-
tain sacurities were transferred (see Note 1on page 51).

CONSUMER LOANS
Consumer oans are stated at their face amount, net of
unearned discount,

Consumer loans are written off upon reaching a predeter-
mined number of days past due on a contractual basis. The
number of days is set at an appropriate level by loan product
and by country.

The policy for suspending accruals of interest on consumer
loans varies depending on the terms, security, and loan loss
experience characteristics of each product and in consider-
ation of write-off critera in place,

Interest on discount loans is accrued on a basis which
results in an approximate level rate of return over the term of the
loan. Interest accrued on nondiscount loans is based on the
principal amount of loans outstanding.

Loan fees are recognized in current earnings to the extent of
determinable relat=d direct costs with the balance amortized
as aninterest yield adjustment over the expectea loan term,

COMMERCIAL LOANS
Commercial loans are stated at their face amount, net of
unearned discount.

When itis determined as a result of evaluation procedures
that the payment of interest or principal on a commercial loan
is doubtful of collection, the loanis placed on a cash (nonac-
crual) basis. In any case where interest or principal is past due
for 20 days or more, the loan is automatically placed on a cash
basis irrespective of collateral or other favorable prospects.
Any interest accrued on afoan placed on a cash basis is
reversed and charged against current earnings, Interest on
cash basis loans is thereafter includad in eamings only to the
extent actually raceived in cash. Cash basis loans are retumed
to an accrual status when such loans re current as lo princi-
pal and interest payments and futuie ppayments are expected
1o be made on schedule,

Fees related to binding loan comimitments or guarantees are
amortized over the commitment or guarantes period, with
other loan fees amortized as an interest yield adjustment over
the loan terns, Loan syndication fees are delerred to the extent
required to produce a yield on the pontion of the loan retained
thatis equal lothe average yiel an the loans held by the other
syndication paricipants vath the omaining fee recognized
in current samings.
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LEASE FINANCING
Lease financing represents Citicorp's share of gggregate
rentals on lease financing transactions and residual values net
of related unearned income. .
Lease financing transactions substantially represent direct
financing leases and also include leveraged leases. Unearned
income is amortized under a method whict substantialty
results i an approximate level rate of return when related to the
unrecoverad lease investment,
Gains and lossas from sales of residual values of leased
equipmer * are included in other revenue.

ALLOWANCE FOR POSSIBLE CREDIT LUSSES .
Adcitions to the allowance are made by means of the provision
for possible creditlosszs charged to expense. Creditlosses
are deducted from the allowance, and subsequent recoveries
are added. The level of net credit losses for the year is a signifi-
cant faclor in determining the appropriate level for the provi-
sion for possible credit losses. Based on management's
judgment as to the appropriate level of the allowance for
ble credit losses, the amount actually provided may ke .. .Jf
or less than the net credit losses for the year. The determination
of the amount by which the provision should « <ceed or be less
*han net credit losses is based on management's current eval-
uation of the anticipated impact of domestic and international
econumic conditions, changes in the character and size of the
portfolios and non-funds refated financial products, including
commitments, guarantess, swaps, options, futires and for-
ward agreements, past and expected future loss experience,
and other pertinent indicators. This evaluation includes an
assessment of tha ability of bonowers with foreign curtency
obligations to obtain the forgign exchange necessary for
orderly debt servicing

STAFF BENEFITS AND EARNINGS {LOSS)

PER SHARE

In 1958, Citicorp adopted the new pension accounting rulas
contained inthe Financial Accounting Standards Board's
Staternent of Financial Accounting Standards MNo. 87 {see
Naota 14).

Stall benelits expense includas prior and current service
costs of retirernent plans, which are accrued on a current
basis, contributions under the savings incentive plan, awards
uncler the execulive incentive compenisation plan, and costs of
other stalf ber ~fits. No charges are reflected in eamings dug
to the granting or exarcise of oplions under he strck option
plans or the subseripbion for or purchase ¢! slock under the
stock purchase plans.

Comimon equivalent shares are included in the calculation
of earnings per share to the extent thal they are not anlidilutive
Common equivalent shares represent shares issuabie uncer
the executive incentive compensation p'an and the dilutive
affect of options and subscriplions to purenase shares under
the stock option and stock purchase plans Cetain staff banée
fit plqns permit opticns or subseriplions te purchase, o
elections to invest in, either rmarket value 21 book value stark
Marlet value stockis Citrsorp comimon stock that is not
restricted by Cilicorp as to resale but car be s2'd by the siaft
memberin the market Book value stosk is Citicorp cemman'
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stock that is issued at a price equalto book value per share
and can be resold only to Citicorp at the per-share book valug
at the time of sale but which has the same voling, dividend,
and liquidation rights as market value stock. Subsequentto
December 31, 1987, no further options will be granted, sub-
weriptions entered into, or new investment elections permitied
for the purchase of book vaiue stock.

For outstanding options and subscriptions involving only
market vale shares, common equivalent shares are com-
puted using the treasury stock method.

Under the stock option and stock purchase plans, options
have also been granted in tandem, and subscription agree-
ments have also been entered into that give the staff member
the alternative to purchase either market value or book value
shares up to the end of the option or subscription period at
exercise or purchase prices fixed at the date of grant or
subscription.

If circumstances are such that purchase of market value
shares clearly represents the economically preferable alterna-
tive o the staff member, the earnings-per-share calculation
includes common equivalent shares representing the dilutive
effect, computed by the treasury stock method, of the market
value shares under option or subscription. If circumstances
indicate that purchase of book value shares is the staff mem-
ber's preferable alternative, the book value shares under
option or subscription enter into the eamnings-par-share calcu-
lation according to the two-slass methed  This method recog-
nizes the factihal there are effectively two classes of slock
participating in earnings: one, outstandsing whares of stock
which share in all earings, and ar.other, ook value shares
under oplicn or subscription which shaie cnly in undistributed
eamings.

For the year ended December 31, 1987 common equivalent
shares are not included in the calculation of loss per share
since they are anticiutive,

After issuance, book vaiue shares are included inthe
weighted average number of shares of common stock oul-
slanding used to calculate eamings (loss) per share,

Upon issuance of shares under the savings incentive, stock
option, and stock purchase plans, proceeds received in
excess of parvalue are credited to surpius Upon issuance of
treasury shares under the exceutive incentive compensalion
plan, the excess of the ampunt of the awards over the average
¢ostof reasury shares is crediled to surplus.

INCOME TAXES
Provision for deferred taxes s made for items of revenue and
expense reported in the financial statements in different years
than lor tax purposes, meluding an appropriate provision fof
laxes on undistiibuted income of subsidiaries and alfriates.
investment Lax sreeats on leased equipment are recognizad
overa penod of ime relaed to the recovery of the lease imvest
e which gives rise to sych credits. Other nvestment X
credils are recanrized in the yoarthe asset s placed inser
vice Investmant 1ax cradis were renealed under the Tax
Reform Act of 1986 arid hence have not been recorded for
praperty placed v service afler Deceriber 31, 1985 (except &
remitted by the Act's transition rules)



Notes to Financial Statements

1. INVESTMENTY SECURITIES

1987 1986
IN MILLIDNS OF DOLLARS, AT YEAR END °““3IL'$2 "'&’;’fﬁ: °A“3K'Lﬁ‘§ MTM&E
U.S, Treasury and Federal Agencies . $ 3,627 $ 3,686 $ 3,228 $ 3,415
State and Municipal . . . 1,793 1,730 1,9550 1,9804
Other , . . . . 9,976 10,022@ 7,697 8,142
TOTAL $15,396 $15,438 $12,880 $13,537
Interest and Dividends on Investment Securities i — ~
IN MILLIONS OF BOLLARS FOR THE YEAR 1987 1986 1985
US. Treasury and Federal Agencies . . . . . . . . . . . . . $ 288 $ 236 $ 268
State and Municipal (Substantially all exempt from federal income tax). 124 65 34
Other. e e e e e e e e e, 824 L2 541
TOTAL e . _$1,236 $1.033 $ 843

(1) Certaln stata and municipal securities ware itanstarrad at their market value of $599 mitfon from fradmg td investmont Scourilies to reltes! Citicorp's
term invesimenis in considaralion of certain orovisians of the Tax Reform Act of 1386, Other than in this in

intenton Lo hold theso secuntics as long-
stance, no ranslirs are made belween investmenl and lracing partiohos.

(2) Olher invastment securities at Decemnber 31, 1987 include holdings in Treasury Bands issued by the Government of faly with an agigregate carrying value of $1,054 nulion and markel vatue of

$1,062 mition,

2. CONSUMER LOANS

Thie Congumer loan category represents loans managed by
Citicorp's Individual Banking business. This is generally
defined as including loans to individual consumers throughout
the world to meet their borrowing requirements for housing,
autemobiles, and other personal and family purposes, The
consumer category afso includes indirect types of consumer
finance such as dealer floor plan lending.

Consumer Loan§ Outstandinq

INMLIONS OF l')OLLAfIS‘ ATYEAREND

3 T e T T T

1987 1986

In Domestic Offices

Mortgage and Real Estate™ .

Installment, Revolving Credit and
Other Corsumerloans . ,

In Overseas Officas

Morgage and Real Eslate™ .

Installment, Revolving Credit and
Other Consumerloans . .

Unecamed Discount . . . . . .

CONSUMER LOANS, NET OF
UNEARNED DISCOUNT

(!,rf}xaM:Jea CRly R Lened g Y by FeAETD

..$e3,000

$31,523  $27,991
31,479 29,700
$57,621
$ 7,130 § 5017

12,501 9669
$19,631  $14,706

$82,633 $72.307
. {3,674} (4,154)

$78,959 $68,243
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3. COMMERCIAL LOANS

Commercial Losns Quistanding

1986

I MILLIONS OF DAOLLARS, AT YEAREND 1987
in Domestic Offices
Comrnercial and Industrial® . $14,109  $16,094
Mortgage and Real Estate® . 8,759 7,637
Loans to Financial {nstitutions . . . 611 884
Governments and Official Institutions | . 315 415
$23,794 $25,930
In Overseas Offices
Commercial and Industriaky ) $21,257  $23,101
Mortgage and Real Estate@ e e . 2,441 2,330
Loans to Financial Institutions . . . . , . ., ., ., . 4,110 4,375
Governments and Official Institutions . . 4,750 4170
_ o $32,558  $33,976
$56,352 $59,906
Unearned Discount . e . {598) (467)
COMMERCIAL LOANS, NET OF UNEARNED DISCOUNT . N $55,754  $59,439

(1) includes loans no! otherwise seperately cote gonzed
(21 Inciudes only loans secured primarily by reafestale

Citicorp's cash hasis and renegetiated commercial loans
amounted to $6,029 million, $2.554 milliony, and $2,248 million
at Decermber 31, 1987, 1986 and 1985, respectively. Renegoti-
ated loans are those commereial loans on which the rate of
interest 1as been reduced as a result of the inabiiity of the bor-
rowar to meet the original ierms of the loan, Foregone revenue
;rc;lm cash basls and renegotiated commercial loans was as
ollows:

INMILLIONSOFDOUARSFRR™HEYEAR 1987 1986 1985

'nlerest lncome that Would Have
Bean Accrued at Original
Coritractual Rates™, $701 $344 5397

Amount Recognized as Interast
Income™ , ., . . . . L, 250 250 279

FOREGONEREVENUE. . . ., . . $451 $94 $118

LY O AEE LT

1) 888 muflan, §7& trwhon ik :isnm,;rmmwnmsuMW 5330 o 3T @Y
JI24 mithon in ovarsoas off.catn 1907 1906, anct 1985, sespextvely

{2} Reprastinis infereSt Cokaciund on cesh tass foans. and e’ 'rm:'wﬁauedmwmmm
renegoiatud lznny $58rmbon S mAGe . w12 itin perestoe %205 $52e o0
S2UDmitnn Bnd $24T MMM VRIS BRI GO0 AT 1966 and RS felheteey

52




4. CHANGES IN THE ALLOWAMCE FOR POSSIBLE CREDIT LOSSES

INMILIONS OF DOLLARS
Balance at Beginning of Year |

1987 1986 1985
$1,698  §1,235 $ 917

Deductions

ConsumerCreditLosses. W T T e 1,271 1,172 719

Constmer Credit Recoveries | Tt e {247) (214) (134)
Net Consumer Credit Losses $1,024 $ 958 $ 585

Commerecial Credit Losses . $ 617 § 489 $ 442

Commercial Credit Recoveries,

{144) (76) (65)
Net Commercial Credit Losses . $ 473 $ 413 $ 377
Additions

Provision for Possible Credit Losses . | T $4,410 $1,825 $1,243
Other (Principally from ailowance balances of acquired companies and
translationofoverseasallowancebafances) e, 7 9 37

BALANCEATENDOFYEAR . . . . . . . . . . . e $4,618  $1,608 $1,235

[

. \

5. PREMISES AND EQUIPMENT

Depreciation and amartization of premices and equipment
was $560 million in 1987, $450 million in 1986, and $349 miflion
in 1985, Generally, depreciation and amortization are com-
puted on the straight-line basis over the estimated useful

life of the asset or the lease term,

In December 1987, Citicorp sold a condominium interest in
its headaquarters complex in Manhatian, The sale resulted ina
gain of $469 million ($283 million aftey tax), which is recorded
in other revenue,

f
!
|

;
{
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6. GOODWILL

Other assets include goodwill, which represents the excess

of purchase price over the estimated fair value of net assets
acquired accounted for under the purchase method of account-
ing. At December 31, 1987 and 1986, goodwill amounted

to $1,130 million and $677 million, respectively. Goodwillis ‘
being amartized, primarily using tfje straight-line method over 1
the periods estimaled to be benefited. The remaining perice 52
of amortization, on a weighted average basis, approximates L
16 years. iy

7. PURCHASED FUNDS AND OTHER BORROWINGS

Purckased Funds and Other Borrowings, Original Maturities of Less Than One Year

N MILLIONS OF DOLLARS

Federal Funds Purchased ans Securities Repurchase Agreements/it

Amount Outstanding at YearEnd .

Average Quistanding During the Year

Maximum Outstanding at Any MonthEnd .
Commercial Paper®?

Amount Qutstanding at Year End .

Average Outstanding During the Year . .

Maximurn Qutstanding at Any Month End .
Other Funds Borrowed

Amount Outstanding at Year End

Average Outstanding During the Year
__Maximum Outstanding at Any Month End .

o 1987 1986
. $11,733  §$13365
. $13,490  $10,433
. $14,759  $13365  $i078
. $9,058  $9291 $71n
. $9,326  $6208 $497
. $10,374  $9291  $71»
. $10,899 311075  §12,02
. $10,261  $10899  $10485
T ._$12,566 __$12643  $1202

(1) Walghted averaga interest tale was 13 94% dunng 1957, 700% dunny 1996, and8 5% dusng 1935, 6 5695 ol yearcnd 187 1185 at yearend 1386, and B 43%al year-enid 1985,
(2} Weighted avorage in‘erest rals was 6 68% during 1687, 6 5% c, NG 1366, and 834% dunrg 1085; T 62% alyear-ond 1987, 11 07% of year-end 1986, and 8. 29% al year-end 1985

(3) Weightad average interest ralerwas 13 80% dur.g 1987 15 215, ouing 1566, and 19 £5% durny 1985,

(4) 1936 anc 1985 includie unly domestc olfices
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8. LONG-TERM bEBY

Long-Term Debt, Original Maturities of One Year or Moret

1987 1986
VARIQUS VARIQUS -
TN MILLIONS GF DOLLARS, AT YEAR END DEBT ogﬂféms": DEB'I": m@%@mﬁ TOTAL TOTAL
Parent Company
Dueint987 . . . . . . . ... ... § - - $ - $ 1707
Duein1988 . 1,019 1,652 2,671 1,303
Due in1989 | 1,110 1,080 2,170 2,443
Duein1990 . 1,855 59 1,914 1,194
Due in 1991 1,297 290 1,587 1,470
Due!n1992 R 512 150 662 368
Due in 19931997 . 3,198 243 3,441 3,262
Due !n1998-2002 e 447 1,142 1,589 2,062
Due in 2003 and Thereafter . _._729 1,045 1,774 1,888
$10,167 L ssea o $15.808 -.315807
Subsidiaries ' ‘
Dugin1®87 . . . . . .. ... ... & = 5§ - $ - $ 1,029
Duein1988 . 1,113 451 1,564 971
Duein 1989 . 478 438 916 651
Duein1990 . 412 442 854 761
Duein 1991 194 80 274 202
Dueini1992 . . . 270 106 376 279
Duein1993-1997 . . . . ., . ., . . . . 287 208 1,195 1,009
Dueinfoog-ece2 . . . . . . . . . .. 42 42 a4 47
Duein 2003 and Thereater. . . . . . . . 4 ‘ T 5 49
§ 2800 _§ 2468 - $ 5268 = § 4998
TOTAL . . $17,967 $ 8109 $21,076 $20,695

{1) Matunly cictnbution S bIed upneantaztudmaty 203 o7 cas erdan s whahdeb b e ayativ atthe cpten ot e s due b Fequ o mantaoly Drbytond pavaonts or Qe

o cal'nolces rasued

Fixed-rate long-term debt matures over the period to 2017, The
interest ratas on fixed-rate debt issues ranged from 2. 78% lo
22.50% at December 31,1987 and 3.00% I~ 24 10% al
December 31, 1986, representing rales onissues dencmi-
nated in various currencies. The weighted average interast
rales were 9.20% and 9.56% at December 31, 1987 and
1988, raspectively. )

Flnating-rate tong-term debt malures over the penod 1o
2035, Tne interest rates are determined periodicaily by {formu-
las based on certain money market rales o, in cerlain
instances, by minitnum interest rates as spagaﬁed inthe agree-
ments governing the respective issues. Tha interest rates on
floating-rate debt issues ranged fron 3.00% to 28.40% at
December 31, 1987 and 3.00% to 25.60% at December 31
1986, reprasenting tates on issues denominaled in varous
currencles. The weighted average interast rales were 7.62%
and 6.67% at December 31, 1987 and 1986, respeclively.

At Decsmber 31, 1987 and 1986, $187 millior and $270 ritil-
lion, respectively, of subsidiary long-term debl were not
guaranleed by Citicorp. The welghled average mlesest raes

on such long-lerm debt were 10.34% and 10.44% at Decem-
ber 31, 1987 and 1986, respectively, Substantiaily all long-term
debl issuad by subsidiaries nol guarantesd by Citicorpis
securad by the assets of the subsidiary.
At December 31, 1987 and 1986, qulstanding 53% convert-
ible subordinated notas due in 2000 were $4 millior and $5
rrillion, respeclively. Noteholders corwerted $1 nillion of con-
verlible noles inlo 71,681 shares of common stock in 1987 and
$3 million of converhible noles into 154,540 shares of common
stock In 1886. The notes are convertible at tho cption of
the holder into Citicorp common stock at a conversion price of
$20.50 pat share. subject 1o adjustiment in Serlain events
Certain of the agresments under which long-term debl obli-
fations wera issued protibit Giticorp, under cerlain conditions,
Iraim paying dividends in shares of Citibank capital stock

and from crealing encurmbrancas on such shar.s,

The Company has debldenominaied in Swi+ *rancs,
yrn, Deutsche marks, ECU's, pounds sterling, and Australian
dalars equat o approvimalely 5% of fotal lovay-term debt,

55



9. SUBORDINATER CAPITAL NOTES

N MILLIONS OF DOLLARS, ATYEAR END 1987 1986
Parent Company
Floating-Rate Subordinated Capital

Notes with No Stated Maturity. . . $ 500 $ 500
Floating-Rate Subordinated Capital

NotesDuet18% . . . . . . . 500 -
9% Subordinated Capital Note

Duetd99. . . . . . .+ . . 300 —_
0%4% Subordinated Capital Notes

Due 1999, e e 300 -

$1,600  $ 500

Subsidiaries
121%% Subordinated Capital Notes
Duet@8B. . . . . . « « . $ 349 S 348
Floating-Rate Subordinated Capital
MNotes Dusg1996 . . . . . . . 550 1,080
Floating-Rate Subordinated Capital
Notes Due1997 . . . . . . . 500 500
834% Subordinated Capital Notes
Duet®98, . . . . . . .« . =249 249
$1,648 $2,148
TOTAL . . 0 oo v oo 4ot $3,248 $2,648

Pyl U I SIS

Subordinated capital notes of subsidiaries are unconditionally
guaranteed on a subordinated basis by Citicorp. Citicorp
issued $600 nilion of subordinated capital notes in 1987 and
£500 rillion in 1986, and a subsidrary issued an additional
$249 million of these notes in 1986. Also, during 1987, Gilicorp
assumed $500 millon of suborcinatad capital noles issued by
a subsidiary.

The Interast rales on the floating-rate 1ssues are detarmined
periodicaily by fornulas based o certan monay marke! rales,
or in certain instances, by minimum interest rates as specified
in the agreemants goveming the raspective issues. Cilicarp
may delfer payment of inlerast onthe suboidinaled camial
notes with o stated maltunty it no dividends have tigen
declated 1 any class of Citicorp slock in the preceding six
months. The interest rates on floating-rale issues ranged from
7160% lo 8.875% at Dacernber 31, 1987 and 6.188%to
7.090% at December 31, 1986 The weighted average interast
rates were 8.111% at Decernber 31,1087 and 6.520% at
Decamber 31, 1986,

At maturity of the subordinatod capital no' 35, orin the casoe
of the subordinated camtal notes with no staled maturity at the
eleclion of the holders in each year commencing in 2016 or al
tha election of Cilicorp in each year commencing in 1991, the
nates will be exchanged for a secutity of Citcorp that quaidies
as primary capital ihen having amares. value equat o the
principal amount of the notes, or under cerlain ercumstances
redaemed, in whele ar in part, foi cash, Atthe oplionof the
issuer the exchange may be for commoa stock, nanedeenta-
bl preferrad stock, or other markelable paranett primary
canital securities of Ciicorp.

Alternatively, the issuer will unconditionatly undertake to s_ell
capital securities on behalf of the holders who electto receive
cash for capital securities upon an exchange of the notes in an
amount sufficient tc pay the principal of such notes. Because
the type of securities to be issued at maturity Wll! be atthe
option of Citicorp or the Citicorp subsidiary that issuedthe
notes and because the amount of secusities to be issued will
depend on their future market values, the amount and type of
securities to be issued at maturity or redemption of the
notes cannot be determined. If common stock is issued, some
dilution of earnings per share may oCCUt

If Citicorp’s consolidated retained eamings and surplus
accounts become negative, the subordinated capital notes
with no stated maturity must be exchanged for the marketable
permanent primary capital securities of Citicorp, as discussed
above,

The agreements under which the notes are issued prohibit
Citicorp, under cartain conditions, from paying dividends in
shares of Citibank capital stock.

10. REDEEMABLE PREFERRED STOCK

At December 31, 1987 and 1938, 400,000 shares of non-voting
redeemable preferred stock were issued and outstanding,
subject to redemption at a price of $100 per share through a
mandatory sinking fund. From 1990 through 2005, $1 million
must be retired each year and from 2006 to 2013, $3 million
must be retired each year. Dividends, which are cumulative,
are payable semiannually. Beginning in 1985 the dividend rate
is determined every three years until 2009 by a formula based
on certain money market rates. The dividend rate established
in 2009 will be applicable until 2013. Prior to Noverber 1985,
dividends were paidl at a fined annual rate, Dividends
amounted to $10.45 per share in 1987, $10.45 per share in
1986, and $10.91 per shiare in 1985. Citicorp may be equired t
rapuichase the preferred stock at $100 per share if loans are
not extended to the preferred stockholder, under certain
gircumslances.
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1. PREFERRED STOCK

INMILLIONS OF DOLLARS, AT YEAREND 1987 1986
Adjustable Rate Preferred Stock Sec-

ond Series, 3,900,000 Shares. . . § =zgp $ 390

Third Series, 1,500,000 Shares . | 150 150
Price Adjusted Rate Preferred Stock

Fourth Series, 1,000,000 Shares , 100 100
Money Markel Cumulative Preferred

Stock Series 5A through 5G, 5,750

Sharesw . | | e 575 575

Series 6A and OB, 1,500 Shares . | 150 150
Remarketed Preferred Siack Series

6C through 6E, 2,250 Shares . 225 -

TOTAL $1,590 A _wﬁ .555-

(1) Restaiod for Fiverlor-Ona Slockspil,

Dividends on the Second, Third, and Fourth Series of preferred
stock are cumulative and payable quarlerly at rates deter-
mined quarterly by formulas based on interest rates of certain
U.S. Treasury obligations. Dividends onthe Second and Third
Series of preferred stock are subject to certain minimum and
maximuim rates as specified in the agreements governing

the respective instruments. The weighted-average dividend
rates on the Second, Third, and Fourth Series were 6.000%,
7.000%, and 5.950%, respectively, for 1987,

Dividends on Money Market Cumulative Prefarred Stock,
Series 5A lhrough 5G and Series 6A and 6B and Remarketed
Praferred Stock, Series 6C through 6E are cumutative. Rates
are delermined every 49 days by auction unless Citicorp fakis
to pay any dividend or recleem any shares for which it has
given natice of redemption, in which case the dwidend rate wal
be set at 150% of London intorhank Offered Rate {LIBOR). On
Remarketed Preferred Stock, holders may rinct 4 49-day diwis
dend period or a 7-day diviclend period The curramt maxiriym
dividend rate in anv auction is 120%: of the 80-day "AA" Coni-
posite Commercial Paper Rate. Duririg 1987, the weaighted-
average dividend rates cn Mancy Market Cumutative Proforrec
Stock Series 5A, 5B, 5C, 5D, SE, 5F and 56, which have d:ffer-
ent dividend reset datas, ware 5.228%, 5.425%, 50616,
©.125%, 5.140%, 5.321%, and 5.249%, jespeciively The
weighted-average dividend rates on Money Markat Cumts?a}we
Praferrad Stock veries 6A and 63 were 5.193% and 5 337%,
respeclively, and Remarkated Preferred Slock Series 86
through 68 was 5.343%.

Citicorp may, at its option, redeem the Second Series on or
after February 28, 1988 at $103 per share through Februiary 28,
1993 and at $100 per share thereafter; may, at its option,
redeem the Third Series on or after September 1, 1988 at $103
per share until August 31, 1989 and at amounts declining there-
after to $100 per share beginning September 1, 1992; and may,
atits option, redeem the Fourth Series at anv time at $100 per
share.

Efiective Arvil 22, 1987, the Money Markei Cumulative
Preferred Stock Series 5A thirough 5G were *: Jjusted for a
Five-for-One stock split,

Citicorp may, at its option, redeem the Money Market Cumu-
lative Preferred Stock Series 5A through 5G for $100,000 per
share beginning on various dates in 1988. These shares are
also redeemable at the option of Citicorp, in whole but not in
part, at $100,000 per share, pius acorued dividends, in the
event that the dividend rate should equal or exceed the 60-day
"AA” Composile Commercial Paper Rate,

Citicorp may, at its option, redeem the Money Market Cumu-
lative Preferred Stock Series 6A and 6B and the Remarketed
Preferred Stock, Series 6C threugh BE, in whole or in part, at
$100,000 per share, plus accrued dividends on any dividend
payment dale,

All series rank prior to Common Stock as to dividends and
liquidation and do not have general voting rights,

Authorized preferred stock (issuable as either redeemable
or nonredeemable) was 50 million shares at December 31,
1987 and 20 million in 1986. At December 31,1987 and 1986,
6,409,500 shares and 6,407250 shares, respectively, of nonre-
deemable prefarred stock were issued and outstanding, and
400,000 shares of redemable preferred stock were issued
and outstanding.

12, COMMON STOCK

Dunng 1987, Citicorp restated ard amended iis certificale of
incorporation by increasing its authorized common stock

10 500 million shares al December 31,1987 as compared with
325 myiron at Decernber 31, 198¢.

A Two-for-Ons eommon stogk: sphittn the form of a 100%
common stock dividend was declared on Qclober §, 1987 1o
holders of record on Octobar 30, 1087

The oulstanding shares at December 31, 1987 und 1085
include 6.0 million and 6 4 milion book value shares, respeg-
tvely, issued in connection with certain slaf bensit plans,
Under the lerms of the plans the paymentjor book value
ghares sold back to Cilicom ¢an ba sattled incash orin
matkel vitie shares at tha oplion of Citirorp. See Note 14,

Al December 31, 1987, shares wore racanved fo: issuarce
aslody neorversion of converL.ble neter, .2 miflion shares:
tnder e savgs meantiva plar, 24.0 ~~iion book value shares;
under the 1973 stock option plan, a masmum of 4.2 million
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shares if issued at market value and a maximum of 9.6 million
shares ifissued at book value; under the 1983 stock option
plan, under which options have been granted in tandem, a
maximum of 16.5 million shares if issued at market value

and a maximum of 27.0 million shares if issued at book value;
under the stock purchase plan, 8.0 million shares; under the
restricted stock plan, .4 million shares; and under the executive
incentive compensation plan, 1.5 million shares.

Beginning with the second quarter of 1986, common divi-
dends are considered for declaration in July, October, January,
and April, instead of June, September, December, and March.
As a result, only three dividends were dec'ared in 1986 as
compared with four dividends each in 1987 and 1985.

13. FEES AND COMMISSIONS

Trust, agency and custodial fees, included in fees and com-
missions, were $514 milliori in 1987, $381 million in 1986, and
$254 million in 1985.

14. STAFF BEREFITS

Following are de:.criptions ¢f certain of Citicorp's principal staif
benefit plans. Certain of these nlans parmit oplions or sub-
scriptions to purchase, or elections 1o invest in, eith »r market
value or book value stock of Citicorp. Subsequent to Decam-
ber 31, 1987, no further options wili be granted, subscripuon
agreemsants entered into, or new invastrent elections permit-
ied for the purchase of beok value stock,

Retirernent Plans. There are a numbier of noncontributory
pension ptans covenng substanbally all domestic stalf mem-
bers. The employees of loreicia operations patiaipate n
various local plans.

With regarc to ali domaste plars, Cilicom clastod ts Gaply
the provisions of Staturnent ef Binaveial Accaunny Standards
No. 87, "Emplayces’ Accausting for Ponaans,” offectvn Jams
Ay 1, 1986 Asaresult, theeastol the prnom plam o 1GR7
and 1986 was reduced. msinta i povsm gisaen of
59 milhon i 1987 and $44 mritan m 1966, respectey Pesson
expense wag $8 mullan in Ky Under e oy i1
retirament benelts ar basod an yeurs of cres ot soma s
highast average compensaten (as delised) and the praisy
social security benefit Citicafpy's funding statny bas bsen 1o
raintain pian assets suliknant i proveds not oy tor samstts
based on senice to dats, but aiso for thane aLpoctar s b
earned in the future.

The following labile prasents the punsipal beselt pyans
funded status and amounits recsntived i Gt 2om s canny e
dated hinaricial Statenients it Decomiar 31, 1967 ans 1064

¥8

Funded Status

IN MILLIONS OF DOLLARS 1987 1986

Plan Assets at Fair Value, Primarily Listed
Stocks, Fixed Income Securities and
Commingled Funds Managed by
Citbank, N.A, . . . . . . .

Actuarial Present Value of Benefits for
Service Rendered to Date:
Accumulated Benefits Based on
Salaries to Date, Including Vested
Benefits of $147 in 1987 and $612
in1986. . . .. . .. ... $ 250 $ 719
Additional Benefits Based on ’
Estimated Future Salary Levels , . 341 287

¢t s e

Projected BenefitObligation . . . . $ 591 $1,006

Plan Assets in Excess of Projected

Benefit Obligation. . . . . . . . 321 321
Unrecognized NetActuariailoss . . . 255 168
Unamortized TransilionNetAsset ., . . (222) _{445)
PREPAID PENSION COST INCLUDED IN
OTHERASSETS . . . ... . ... $ 354 $ 44
Components of Net Pension Income
Service Cost—Benefits Eamned During

$ 912 §1,327

thePeriod . . . . . ., .., . 8 {50) $ (34)
interest Cost on Projected Benefit

Obligation b e {70} (68)
:x¥pected Return on Plan Assels {(Actual

Return $4 i 1987 and $172 in 1988). . 105 12
NelAmortization and Deferal 24 34
RETPENSION INCOME .. 8 9 5 44

The weited-averane discoent rate used in determining
e acluanal present value of the projecten benefit abligation
was £ 3% u TUBT and 8.0% in 1086, For yoth years, tha rate of
erease i utute compensation levels was 6.5%. The
eqrected langem ale of return on assets used in determin-
el pens:anirsome was 9.65% in 1987 and 11% in 1986,
T Lranskon Kot assoelis beng amottized over & 14-year
pentgd,

I 1087 Ciicop seltsd cortan pengion obigations of the
propal plis ivcugh the purchase of o nonpanisipatoy
artimly COMEt AS R 1esiEL 4 gren of $301 raikion {$163 mullion
thef tax) was tecogmeed as nthar evenye,

Savings incentive Plan, Under e Savms Incentive
Piiary, eqgptiio S1all srembors | pmive awards equalto 3% of
e covsted salary. Stalf motbors s the option of receiv-
e anad i eI or defertdg s6me or 2 of hinvarious
it rent funde. Qleon grants an addiional award equatlo
e atisunt dolered by tha empiovee Severalsvesiment
epbons A aviabe riading Citicorp market va'ue shares,
V129 e Fret anau e the opan market, andg, forinvest-
METLE LILENS M A0 prorto Decerr bar 31, 1987, book value

S ——
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34
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si;:;zzgssu?ddbtgz %iéigorpl:[. The expense associated with the
D ounted to million in 1987, ilioni
$48 milion In 1965, $56 million in 1986, and
sgpck QOgtion Plans. During 1983. the sharehalders of
Citicorp approved a new stock option plan, which became
effective March 31, 1983. No further options may be granted
pursuant to previous stock option plans. Options previously
granted under a stock option plan that became effective
Aprgl 2, 1978 and was extended and amended effective
Apxil1, 1877 do not fully expire until 1992. Under both the 1983
plan and 1973 plan, as extended and amended, options have
been granted to key staff members for terms upto 10 yearsto
purchase common stock at not less than the fair market value
of the shares at the date of grant, In addition, the 1983 plan and
1973 plan, as extended and amended, provided for the granting
in tandem of options to purchase market value shares of com-
mon stock at not less than the market value at the date of grant
or a proportionate number of book value shares of common
stock at not tess than the book value per share at the date of
grant. Such a proportionate number of baok value shares is
determined based on the ratio of market value to book value
per share at the dale of grant. Under the 1983 plan and 1973
plan, S0% of the options granted are oxarasable beginning on
the first anniversary and 50% beainning an the second anni-
versary of the dale of grant

In the captions “shares under ophon” and “eptions granted”
in the accompanying table, oplions granted mandem are
included on the basis that repragents the ceanonmeaty preder-
able aiternative to the staff membor

AtDecembaer 31, 1987, oplions ta patehase 14,109,164
shares were exercisable Al that dale, 845 863 shams wirs
available lo grant oplions to purchage: markey vius shies
Additional shares may become available for aptans to pur-
chase markst valua shares under the plan o e exent pros-
antly outstanding options undar the 1083 plan termnata o,
expira unaxercisad.

Changes In Options And Shares Under Options
TR m e e e LS (ORI

LR ELE oL
Sharas Under Option at

Decernber 31, 1987 . 20738870 § D&M

December 31, 1986 1636018 8§ G s

. 3. ;
Ogg%r_ln_seranl - 7E69633  $1910405
1986 . . . . . 4052074 $25l0807
19865 . . . . . 5041000 $21n525
Oﬁg?ar;s Exemlsedb 2320700 $ 01832
986 . . . . 3604522 o Oto$2y
1085 . . . 3035598 § Olose?

Stock Purchase Plan. The plan permits all eligible staff
members (two years employment with Citicorp or its subsidi-
aries) to purchase shares within a specified period not to
exceed 24 months under agreements entered into with all
such staff members from time to time at the fair market value
or for subscription agreements entered into prior to December
31, 1987, book value per share at the dates of the agreements,

Agreements aggregating $117 million wre entered into on
June 30, 1986. Outstanding subscriptior s, which aggregated
$70 million at December 31, 1987, may be u. ed for the pur-

chase of market value shares at $20.825 per share, book vatue
shares at $26.784 per share or a combination of both. Under
the terms of the June 30, 1986 agreements, 52,778 market
shares and 73,218 book value shares were purchased in 1987,
and 214 market shares and 17,378 book value shares were pur-
chased in 1986, These agreements expire on March 31, 1988.

Under the agreements entered into on June 30, 1984 for the
purchase of market value shares at $15.379 per share and
D00k value shares at $21,894 per share, 2,231,658 market
value and 59,220 book value shares were purchased in 1986,
2,012,218 markel value and 1,798 book value shares were pur-
chased in 1985. These egreements expired on March 31, 1986,
Executive Incentive Compensation Plan. Under the
Execulive Incenlive Compensalion Plar, awards are made to
key stalf members, payable at the election of the participants,
i eash, orin market value or, for elections in place priorto
December 31, 1987, book vale shares of Citicorp common
stock, in two instailments for awards made in 1987 and 1986, in
three instatiments for awards made i 1085 or en a deferred
basis.

The agaregate amount of the awards was upproximately
$12 mithon in 1987, $15 mifliors n 1986, and $14 myllion in 1985,
Restricted Stock Plan. During 1986, the shareholders of
Cieorp approved the Restricted Stock Plan which grants
awards of markal value shares to key executives conlingent
upon thoir continued employment ovar a testrction period not
o excend ten years. The vilue of shares al the date of grant is
amarlied 1o expense st ihe restiistion period. Sixty four
thousand shares atan angregate matket vaiue of approxi-
fratey $1 7 pulion were trranted in 1987 and 224,000 shares at
dnagorenale markel value of approxaimalely $7 million were
grantedin 1086 Tho expense recognized for the pian
amoorited t $1.0miton in 1087 and $0.4 milkon in 1086,
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15. INCOME TAX™S
INMILLIONS OF DOLLARS FOR THE YEAR 1987 1986 1985
Provision for Taxes on Income $ 898 $ 642 $718
Income Tax Benefits Related
to Foraign Currancy
Translation Reperted in
Stockholders' Equity. (43) (94) {46)
YOTAL INCOME TAXES . $ 855 $ 548 $672
Domestic
Current
Federal . . $ 56 $ 33 $ 10
State and Local, 12¢ 75 50
. ..$180 5108 $ 60
Deferred
Federal . . e $ {74) 5(167) $ 29
State and Local, R 13 (27) (16)
S 1e1) (194 $ 13
Total Domestic $ 119 $(86) 8§73
Foreign (Substantqally
Current) | ..736_ 634 599
YOTALINCOMETAXES. . .  $855 558 5672

Alihough nat affecting total income taxes, current mcoms tax
payments may differ from the amounts shown as current as a
result of the final determination as to the timing of certain
deductions and credits Reclassificalions have bean mado
hetwaen current and delerred tax expense for 1286 and 1985
to reflact the tax returns as filed.

Within the total provision, the tax ellect of mvestment securn-
ties transactions amounted to & provision of $88 milicn m 1087,
$60 miliion in 1986, and $23 milhon in 1985

As a U8, corporation, all of Cilicorp’s foreign pre-ax eam-
Ings are subject to domaatic taxation curtently if eamed by a
foreign branch or when eamings are affeclvely repatrated if
earned by a foreign subsidiary or affiale. In addiion, certain of
Cilicorp's domestic inceme is subject 1o foreign income tax
wherse the payor of such income Is clomiciled overseas For
purpases of disclosure under rules of the Secuntey and
Exchanga Commission, foreign pra-tax earmings (1o5s) appros-
imated $(2,004) million in 1987, $1,021 milion in 1986, and
$1,169 million in 1985,

Daferred taxes rasult fromtiming ditferencesin the recogn;-
tion of revenie aad expanse for tax and fmancial asteuntng
purposas.
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Components Of Deferred Taxes

2L v o o g0 e e 3

INMILLIONS OF DOLLARS FOR THE YEAR 1387 1986 1985
Lease Financing Transactions . $ 121 $130 $105
Effect of Changes in Tax Rates

on Leveraged Lease

Portfalio . e — (55) (19)
Credit Loss Deducllon . (1,241) (204) (55)
Interest Income. .. {104) (20) (29)
Domestic Taxes on Overseas

Income. . . e e 21 (21) 9
Pension Settlement . 149 — —
Morigage Pass-Through Sales 48 51 20
Other . . . . (77} (75 {18)
Net Deferred Tax (Beneflts)

Liabiiities Availahle. ${1,083) $(194) $ 13
Less Deferred Tax Benefits

Not Recognized 1,022 - —

5 te1) 3$(194) 3 13

TR SR R

The {ollowing table reconciles the income tax provision (bene-
fit) on operations computed at the applicable United States
statulory rale 'o total income taxes.

Analysis Of Effective Tax

RN N T L nEh I S e s e A a

N M DN O DXOULARS TSR Theil YEAR L A‘?“ o TeBe 1885
Stalutory Federal Income Tax

Provision(8enefit)y. . . . $ (96) §$782 §780
Tax Effact of:
Tax-Exempt interest Income {(75) (S0) (80)
Income Subjectto Tax at

Capital Gains Rales . {46) {25) (7

State and Locat hicome Taxes,
Netol US. Federal Income

TaxBenelt . | 108 39 17
Taxes on Income of Overseas

Operabons ., ) {97) (101} (83
Income from 20%-80%

OwnedA#ﬂu.?lL% Incivded

o5 an After-Tax Hasis 16 (15 20
Elact of Changes m Tax Rates te) a9

on Laveragod Loase

Pattiohe = {85) (19)
Tax Benetds Mot Reﬁmnvzed 1,022 v
Othor | ) . 58 13 4"
'rcrrALmeong'mxu . $ 855 5548 $672

s —
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16. EARMINGS (LOSS) PER SHARE subscriptions which give staff members the alternative to pur-

The accompanying table shows the calculation of eamings chase either market value or book value shares are either
(loss) per share on common and common equivalent shares included as common equivalent shares or enter into the earn-
for netincome (loss) after deduction of dividends on redeem- ings per share calculation according to the two-class method
able preferred stock and preferred stock, ¢ mmon equivalent based upon the economically preferable alternative to staff
shares are notincluded in the 1987 loss per share calculation members, as further described in the Statement of Accounting
because they would be antidilutive. Far 1986 and 1985, shares Policies. See Note 14,

issuable under stock option grants and stock purchase plan

Calculation of Earnings (Loss) Per Share

Y — ecm Pa—

!NMILLIONS.EXCEPTPERSHAHEAMOUNT‘S" o o ] ) . 1987 1986 1985
Net Income (Loss) Available for Common Stockholders

a.Distributed Portion (dividends) . . . . . . . . . . . . .. . .. .. v . 8 379 § 250 $ 290
b Undistributed Portion .. ", . . . . .. . 0 L. .+ _(1,609F "33 645
TovaL . . . . S L AL, U S SO S S S S eSS NS S QS U WOV VN N S-S S SO UL S SO $(1’230} $ 988 $ 935
Shares

WeightedAverageCommonSharesOutstanding—MarketValueu Ve e e e e e 282.9 2624 250.8
Weigh!edAverageCommonSharesOutstanding-—BookValue e e e e e e e e 6.1 6.2 5.0
Common StockEquivatents® . . . . . . . . . . . . . . . .. e e e e - 3.6 3.8
c. Shares Applicable to Distributed Portion. . . . . . . . . . . . . . .. e 289.0 2722 2564
Book Value Shares Issuabie Under Stock Option and Stock PurchasePlans . . . . . . . . . = AB 52
. Shaves Applicable to Undistibuted Portion .« . . . v .4 .o L, 12890 2770 2646
Earnings {Loss) Per Share

a+clistibuledPortion . . . . . . . .. .. L0 . L L ..., 8% 1.3 § o2 $ 112

b +d Undistributed Porion .~ . e e e e e e e e e e e e e {5.57) 265 244
TOTAL . . . . . . : . % (4.26) $ 357 $ 356
(1) APROUIS FOSHNGH 1D 100 19 T
(&) Cornman SIECk CuVa w0l e ]
LOROS CMBUIIT RGeSy Y e

POUEEHRO OV LB LU BRSPS IR0 LD O ORI ARG R0 1 b e YR B0k onlen andstock purchase

o

Fully diluted earnirgs per share assurming conversian of al the additonal cormor slock equivalents (.2 million in 1986
outstanding convertiblie notes and the maxenum dhiutve efost and 1885) to the number of shares included in the earnings per
of common slock equivalents have not been prosanted share calculation (resulling in a tolat of 277.5 million shares in
because the effects ara not material and, for 1887, wou'd be 1986 and 265.2 million shares in 1985), and eliminating the
antidilutive, The fully diluled eamings per share compulaton related alter-tax inferest expense ($.2 million in 1986 and

would enlail adding the number of shares issuable on conmvr- 8 rmon m 1985),

sion of tha notas (.3 million in 1986 and .4 miltion i 1985) and
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17. GEGGRAPHIC DISTRIBUTION OF REVENUYE,
EARNINGS (LOSS), AND ASSETS

Citicorp attributes total revenue, income (loss) before taxes,

net income (loss) and average total assels to operations based
on the domicile of the custorner, U.S. possessions are inclu-
ded in their respective geographic areas,

Because of the integration of global activitias, it is not
practicable to make a precise Separation, and various assump-
tions must be made in arrlving at allocations and adijustments
to be used in presenting this data,

The principal allocations and adjustments are:

(1) charges for all funds employed that are not generated
locally are calculated on the amount and nature of the assets
and based on a marginal cost of funds concept; Citicorp
stockholders' equity is treated as generated and earmed
based on each area's percentage of total assets; (2) allocation
of expenses incurred by one area on behalf of another, includ-
ing administrative costs, based on methods intendeo to reflect
services provided; {3) allccation of tax expenses, including
allocation to foreign activities of tax benefits related to the

$3.0 billion provision for possible credit losses recorded in the
second quarter of 1987; (4) allocation of the difference
between actual net credit losses and the provision for possible
credlit losses; and (5) allocation of corporate staff costs {other
than those charged to the core businesses) and other Corpo-
rate items. The prior years’ disclosures have been reclassified
to conform with the current year's presentation.

No portion of Citicorp's credit loss allowance is specifically
afiocated or restricted to any individual loan or group of loans,
and the entire allowance is available fo absorb any and all
creditlosses. For the purpose of calculating the accompany-
ing geographic data, the amounts attributable to foreign oper-
ations include year-end allowance amounts of $3,723 million
for 1987, $630 mitlion for 1986 and $486 million for 1985, and
credit loss provision amounts of $2,336 million for 1987,
$473 million for 1986 and $502 million for 1985. In addition,
approximately $300 million of the existing allowance was trans-
ferred to the portion of the allowance attributed to foreign oper-
ations in 1987.

Geographic Distr ihution of Revenue, Earnings (Loss), and Assets

SFT mee e T ez, o~ . —

AVERAGE
TOTAY, 120 AN ROSS RETULGNME TOTAL
e e e FEREWSS e - ... ...
N ATt o, AU TS5 GG S w0es 1087 “ioddmes ~ sy LR
North Amarica™, . $ 8,152 3% 6373 $4,008 $2,0009 § Tron § 762%$1,189 § 542 5463 $1 12,421 $101,432 $ 85,653
Caribbean, Central and

South Amarica , 714 1492 1,183 {2,334) 453 403 {2,102) 288 245 18,822 19016 10,004
Europe, Middle East

and Africa, 2,368 1873 1887 (160} 188 364 {250) 298 1 44,095 40,678 53,899
Asia/Pacific 1,228 062 788 172 289 187 25 150 99 23,945 22887 21,859
TOTAL . $12,460 $TQ400 58476 & {240) $1700 $1.716 5{1,130)81.0558 %0098 $198,683 $184,013 3160505

(1 int udes NotInoest Re joror s gheen £
(2 inciudon ameunt At gt abin
SE0ME a0 SPH r CHAnA 8RR
£ InCluckos ameusts Wb d st as ooy e ¢ 0 "
LTl AT LN TR S
36,375 mon

YOI e

4 '

{4)in Noeth Amengay tieemo befamtae s e u o SRS T BT e O B BRI E LRIV LES R ard g

Qb 16 the Umind Sz

18. NON-FUNDS RELATED FINANCIAL PRODUCTS
Citicorp offers various financiat producis toits cusiomars 1o
meet thalr needs for liquidity, credit enhancerment, foreign
exchange, and interest rate protection. Marny of thase prodies
were dawveloped in responseto the Qrowing sophstication o!
the financial markets and customars' neads for iantla WY o
manage funding costs arid foreigh exchange sxposure in
addition, tha offering of these products may serve o reduey
rather than increase Cilicor’s own EXposUM {» movemanis i
interest and forelgn exchange rates.

All proclucts offered by Citicorp are Jject o s ool
stringent credit standards, inanciat cu Wols, ant ek i
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and monitorng procedures, Marny of these products do not
2N present or future funded asset or hiabilily positions
Butare instead i the nalure of commilments, guaraniees, or
execulory conlracts.

Following ate diseussions of ceran significant products
withsnidications of gross volumes,
Loarq Commitments, Citeorn arid its subsidiaries had out-
slanging unused commilments to make or purchase loans, lo
putchasa third-pany fecervables, {o provide note issuance
lacives or feveiving underwhting lacilitizs, or 1o extend credit
it tho form ef Inasn fmanciry of $40.3 bithon at December31,
1087 and S36 B hbior oy December 3¢, 1086, Substantially all

e
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Standby Letters of Credit

N MJLLIONSPF DOLLARS, ATYEAREND

AFTER1 1987 1988

DUE BUT PERCENTAQE AMOUNT AMOUNT
WITHIN WITHIN AFTER COLLATER- oUT. our
1YEAR SYEARS 5 YEARS ALIZED STANDING STANDING

Tyne
3id Guara wee, Performance.

slean f ayment e

Dptions, Purchased Securities, Escrow

nsurance, Surety. o
3ackstop State, County, and Municipal Securities |
All Other Deb’ Related . . . . . . C

. $2,338 $1,969 $1,111 6.9% $ 5,418 § 5354
. 1,512 517 189 56.3% 2,218 3,217

92 31 35 44.5% 158 295

3,819 656 899 32.5% 5,374 4,156

56 103 1,378 69.0% 1,537 3,622

1,827 3,192 3,606 21.7% 8,625 5728

FOTAL .

. . . . .
— e rr e s

. ..$9,644 96,468 §7,218  27.3% 23,330 §2537

)f_these commitments are contingent upon customers’ main-
aining specific credit standards. In addition, Citicorp and its
ubsidiaries are obligated under various recourse provisions
elated to sales of loans or sales of participations in pools of
0ans. The maximum obligation under recourse provisions was
6.3 billion at December 31, 1987 and $4.9 billion at December
1, 1986. Of these amounts, approximately 93% at December
1, 1987 and 91% at December 31, 1986 related to sales of res-
dential mortgages. Citicorp also has secondary recourse
bligations under servicing agreements with the Government
lational Mortgage Association (GNMA) covering approxi-
nately $7.0 billion of residential mortgages at December 31,
987 and $6.1 billion at December 31, 1986. Losses under all
acourse obligations have not been material.

tandby Letters of Credit. Standby letters of credit are
sed in various transactions to enhance the credit standing of
itibank customers, Standby ietiers of credit are irrevocable
ssurances that Citibank will make payment in the event that
Citibank customer cannot perform its obligations to third
arties,

Citibank issues standby letters of credit on behalf efits cus-
mers for four primary purposes: to ensure contract perfor-
12nee and frrevocably assure payment by the cuslamer unelar
Lpply, service, and maintenance conlracts or contlruchin
rojects; to provide a payment mechanism for & customer's
ird-party obligations or act as a substitule for an escrow
ccount; to assure payment by a foreign reinsurer to a domeg.
s insurer; and to assure payment of speciied hnanoiat obhnas
ns of a customner. Fees are recagnized ralably ovar the lerm
'the standby letter of credit. Losses have not been matesal
junicipal Bond Insuranco. AMBAC, a majonly-ownod
ibsidiary of Citibank, provides default insurance on bonds

issued by U.S. municipali'«~ Under municipal bond insur-
ance policies, ifabondis  :r defauits on an insured issue, the
insurer promises to pay the principal and interest in accor-
dance with the original payment schedule. Acceleration of
payment under the insurance policy by the insured is not
permitted.

AMBAC's insurance underwriting procedures include a
rigorous credit review along with an ongoing risk monitoring
process. AMBAC limits its exposure to losses by underwriting
only investment grade municipal bonds, by diversifying its risk
gecgraphically, by type of bond and by single issue limitations,
and by oblaining reinsurance. Premiums are recognized over
the termofthe insurance policy. Reserves for losses are pro-
vidad forwhen default by the bond issueris reasonably anti-
cipated; such losses have not been material. The principal
amount of municipal bond insurance in force retained by
AMBAC was $20.6 billion at December31, 1987 and $30.8 bil-
lion at December 31, 1986, The municipal bonds irsured had a
weighted average life of 16.7 years at December 31, 1987 and
16.9yearsat December 31, 1086,

Interast Rate and Forelgn Exchange Praducts.
Cicorp offers interest rate and foraign exchange lulures, for-
wards, oplions, and swaps which enable customers to transfer,
mathly, or reduce therr interest rate and foreign exchange risks.
Futares and forward contracts are commitments to buy orsell
ataluture date a financialinstrument or currency at a con-
tacted pnce and may be setlied i cash o through delivery,
Swap contracts are commiments 1o sottie in cash atafuture
tale or dales based on diferentials botween specitied finan-
Calingdizes as apphed 1o a nobional prasipal amount. Option
sonlraels give the asguaer for a e, this iokt bBut not the

&3




obligation to buy or sell within a limited time a financial instru-
ment or cuirency at a contracted price and may also settle in
cash based on differentiais between specified indices.

Inmost cases, Citicorp manages the exposures related to
these products as part of its overall interest rate and foreign
exchange trading activities, which include both funded asset
and iiability positions and non-funded positions. For example,
Citicorp may hold & security in its trading portfolic and at the
same time have futures contracts to sell that security. The
losses on one position may substantially offset gains on the
other position. These products are also utilized by Citicorp
to reduce exposures outside the trading portfolios, as hedges
of interest rate gaps and foreign axchange positions.

The market and credit risks inherent in tradiitional banking
services are also present in these specialized financial prad-
ucts, as are the various operating risks that exist in all financial
activities. Notional principal amounts are often used to express
the volume of these transactions but do not represent the
much smaller amovnts potsntially subject to risk,

Market risk is the exposure created by fluctuations in interest
and foreign exchange rates, and is a function of the type of
product, the volume of the transagction, the tenor and terms of
the agreement, and the volatility of the underlying interest rate
or exchange rate. Market risk is affected by the mix of the
aggregate portfolio and the extent towhich positions have off-
setting exposures. The market risk of an interest rate swap, for
example, will be reduced by the presence of securities, finan-
cial futures, or other interest rate swap positions with offsetting
exposures, Citicorp manages its trading activities in thees: spe-
clalized financial products on a market value basis that recog-
nizes in eamnings the gains or losses resulting frorn changes
in market interest or exchange rates. Trading limils and monitor-
ing procedures are used to contro! the overal! exposureto
market risk.

Avariety of monitanng proceduras are used 1o cuntrol the
overall exposure to market risk, Those MIMWNNQ pr oduras
include risk poinls, a systetn that measuros the BXB. srets
movements in market interest rates; costlo alose, a congem
that delermines the cost of covanng an apen pashan, and
earnings at risk which estimates the 2AMINAS impast 6y
changes in market interest rates haser on histonos intenrast
rate volatility.

Credit risk is the exposura 1o 1655 i1 the event f naon-
perfarmance by the other party toa lransachon, and s o fuse-
tion of the ability of the counterparty to & anor is obligations 1o
Citicorp. For these spacialized financial products the amounts
due from or due to the counterparty will change as a syt ot
movermenls in market rates, and the amaunt subyost oy cragt
risk fs limited to this fluctuating amount Cilicorp sonlia's aroass
risk through cradit approvals Trnils, and mamtonniy piocs-
dures, and the recognition in earnings of uneeatzed Ha:47 5
these transactions is dependent on management’s a5506k.
ment as to collectivilly Credit losses re'ited i those nterascs
rate and foreign exclhanga products kawe rat bean mreaten

&4

Citicorp ha~ significant presence in the markets forthese _
interest rate and foreign exchange products. The notional prin-
cipal amount of Citicorp’s outstanding interest rate swaps was
$116.0 billion and $63.4 billion at December 31, 1987 and 1988,
respectively. At Decernber 31, 1987, an estimate of the refated
credit risk equalled $2.9 billion. This measure of credit risk
reiated to interest rate swaps can be estimated by caiculating
the present value of the cost of replacing at mqu_et rates all
outstanding agreements; this estimate of credit risk does not
consider the impact that future changes ininterest rates will
have on such cost.

Commitmenits to purchase and seli money market instyu-
ments or securities and commitments to settle against finan-
clal indices under interest rate futures, forward, and option
contracts were $94.7 bilion and $78.9 billion at December 31,
1987 and 1986, respectively, and commitments to purchgsa
and sell currencies under foreign currenay spot, forward, and
option transactions were $341.8 billion and $.216.3 billion at
December 31, 1987 and 1986, respectively. These amcunts are
gross volume indicators only and do not reflect th extent to
which positions may offset one another, As discs:=34d above,
the amounts potentially subject fo market and credit risk are
substantially smalier than the gross volumes indicated here,

19. COMMITMENTS AND CONTINGENT
LIABILITIES

Citicorp and its subsidiaries are obligated under a number of
noncancelable operating leases for premises and equipment,
most of which have renewal or purchase opliens. Minimum
rental commitments on noncancelable operating leases, net of
sublease incoms, are $324 million in 1988, $287 million in 1989,
$207 million in 1990, $175 million in 1991, $141 million in 1992,
and $498 million thereaftor, totalling $1,632 million. Rental
expense was $372 million in 1987 net of $66 million sublease
fental income, $351 million in 1986 net of $57 million sublease
rental income, and $256 million in 1985 nat of $55 million sub-
lease rental income.

At December 31, 1987, certain investment sesurities, trading
account assels, and other assets with a carying value of
$13,088 mition were piedged as collateral for borrowings to
secure public and trust depoaits and for other purposes,

Varmusregai proceedings are pending anamnst Cricorp and
s subsidianes, Managemerit of Citisorpy considors that the
annreqate habiity, of any, resuthng fram thess procesdngs wil
ol be matoril,
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20. FUTURE InipacT OF RECENTLY IS :
ACGQUN;'JNG STANDARDS LY ISSUED

The Flnanma_l Accounting Standards Board has issued two
new accounting standards— Statement of Financial Account-
ing Standards (SFAS) No, 91, "Accounting for Nonrefundabls
Fees and Costs Associated with QOriginating or Acquiring
Loans and Initial Direct Costs of |_eages” and SFAS No. 98,
"Accquqtmg for Income Taxes.” The following is a brief
descr:ptzop of the standards and a discussion of the impact
that adoption of czirwy -, expected to have on future financial
Gtatements,

SFAS No. 91estels " »ga wounting rules for fees received
related to lending 7. ., v.ugs, wAing origination, commitment,
and credit guarantse fess. The provisions require that all fees
and the incremental direct costs of originating loans be recog-
nized as earnings over the appropriate lending or commitment
period, Citicorp's present practices are substantially in compli-
ance with the new rules, other than cerain aspects of its prac-
tices inits credit card and consurmer morigage businesses,

Citicorp will adopt SFAS No. 91in 1988 on a fetroactive basis
and will at that time restate financial statements for 1987 and
prior years to apply the new rules. As a result, the netincome in
prior years will be reduced and the net loss for 1987 increased.
Citicorp is in the process of determining the impact of imple-
menting the new standard but does not expect theimpact lo
tie material on the netincome of any one year. The cumulative
reduction in retained earmings due lo the retroactive
restatement at January 1, 1988 Is expected lo approximate
$200 miliion,

SFAS No. 96 significantly changes tha method of aceounting
forincome taxas for financial statemant purposes, without
afacting the actual cash tax liabiity, Under the new slandard,
income taxes will be recognized for the tax cohsequancas of
ail events that have been recognizer in the inancal state-
ments, calculated based onprovisions of enactog lax laws
Including the tax rates in eftect for currant er fulure years.
Deferred tax assets whosa realization is dopandenl on taxable
earnings of future years will not be recogrzed

Citicorp intends to adopt SFAS No 96 1731889 an & tlioae.
tive basis Itis axpected that the principal elfect wa l;e,: i
reduction in the nat income originally reported for 1066 any
prior yegrs, resulting in a cumulative redustios in elined eanm.
Ings, primarily 68 a rasull of tha mora restnctive critens undear
the new standard for recogniaing cerain deferred tax assets.
While Citicorp cannot yet determine the impact of inpiement-
Ing the new standard, itis expected lhat Ihe cumuiabive tedu.
tion will be lass than 10% of common stockhotders’ equily
However, Cilicorp expects that it will ulimately reatze, al pre:
vailing tax rates, deferred lax 4350ts whose reCogmton meay bo
delayen under the new standard,

21. STOCKHOLDER’S EQUITY OF CITIBANK, N.A.
Authorized capital stock of Cititsank was 40 million shares at
December 31, 1987, 1986, and 1985.

Changes in Stockholder’s Equity

INMILLIONS OF DOLLARS 1987 1986 1985
Balance at Beginning of Year . $ 8,009 $7,037 $6,318

Additions

Netincome (Loss) . . . . $(1,055)$ 803 $§ 807
ContributionfromParentCompany 1,178 508 405
Other Additions, Net . . . . . 11 14 10

$__134 $1,325 $1,202

Deductions
Dividends Declared .. . % 50083 325 § 360
Foreign Cutrency Translation. . 52 18 29
Net Write-off (Amortization) of
Intangibles Associated with
Acquisition of Subsidiaries and

Affillates . coo11) hj_q___]ji
$._541 % 353 $ 503
BALANCEATENDOF YEAR . - . $7,602 $8,009 $7,037

Citibank charges relained sarnings with the amount of goodwill
associated with investments by Citibank in subsidiaries and
affthales to the extent required to carry the investments at a
value notin excess of underlying book vatue. In accordance
with generally accepted accounting principles, such charges
ara not reflecled in the Citicorp financial statements, and the
relaled amounts, net of amortization, aggregating $352 million,
$316 million, and $256 million al December 31, 1987, 1986, and
1885, respectively, are included in other assets in the Giticorp
consahidated balanee sheet. Cilicorp's equily investiment in
Citihank amounted 1o $7,.954 million, $8,325 million, and
$2.203 millon at December 31,1087, 1986, and 1985,
raspecively.
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22, CITICORP (PARENT COMPANY ONLY)
Condensed Balance Sheet

DECEMBER 31 DECEMBERI!
IN MIELIONS OF DOLLARS 1987 1986
Assels
Deposits with Subsidiary Banks,
principally interest-bearing
Investment Securities at Cost
(Market value $825 in 1987
and $399in1986). . . . . . . . Q07 421
Investments in and Advances to

. $ 3,605 $ 3,937

Subsidiaries Other Than Banks . 28,971 24,948
investrments in and Advances to

Citibank, N.A. and Other

Subsidiary Banks . L. .. 104191 12507
OtherAssets . . . . . . . « « . __ 714 451
TOTAL, .. $44,388 $42264
Liabilities and

Stockholders’ Equity

Purchased Funds and Other Borrowings . $13,675 $13,569

Advances fram Subsidiaries . 3,423 2339
OtherLiabilites . . + . « . . . 1,032 1,059
Long-Term Debt, Subordinated Capital

Notes, and Redeemabie Preferred

Stock {Notes 8,9, and 10) . 17,448 16237
Stockholders' Equity. 8,810 9,060

TOTAL, . $44;385 342;264

aTIO T weRRTOAT AL E T oW T Ta R

Condensed Statament of Operations

INMLONG R DR AR 1987 1886 1985
Revenue

Dividends from Subsichary Barks . $ 500 $ 625 § 360
Dividends from Subsidianes Othor

ThanBanks = . . . . . . 508 300 -
[nterest from Suhsidiaries. 4,964 1500 1235
Other {(Principally interest on

investment securtiesy . . . . 99 13 34

L $ 3,071 $2447 51683
Exponso
Interest on Olher Borrowed Money. $ 994 & 830 & 857
Interest and Fess Pad to

Subsidiaries . . . . . . 263 11 67
Interest on Long-Tarm Debitand

Subordinated Capital Noles . 1,509 132 1005
OtherExpense . . . . . . . 2t 2 1

$ 2,787 $RU69 52,040

income (Loss) before Taxes and
Enjuity in Undistributed Net
Income (Loss) of Subsidianes $ 284 3 78 & 13581

income Tax Benefit—Current 320 433 467

Ecpuity in Undistribuled Net
Income {Loss) of Subsidiarics

NETINCOME{LOSS) . . .

{1,742) 547 o8
${1,120) $1.058 S 098

66

Condensed Statement of Changes in
Financial Position

I MILLIONS OF DOLLARS 1987 1986 1985

Eunds Provided
Net Income (Loss) .
Deduct Equity in
Undistributed Net Income

. $(1,138) $1,058 § 998

(Loss) of Subsidiaries (1,742) 547 982
Funds Derived fromOperations . $ 604 § 511 $ 16
Increasein

Purchased Funds and Dther
Borrowings . . . . . . 106 2,106 2,399
Long-Term Debt, Subordinated
Capitai Notes, and
Redeemable Preferred Stock. 1,211 4,909 3421
Preferred Stock . . . . . . 225 150 575
Advances from Subsidiaries . 1,084 1,341 -
Common Stock . . 1,136 285 —
Decreasein
Deposits wilh
SubsidiaryBanks. . . . . 332 136 245
investment Securities . . . . — - 163
OtherMNet . . . . . . « « « = .= 87
TOTAL . o v o oo nso $ 4,698 $9,438 $6,906
Funds Used
Cash DividendsDeclared . . . $ 471 § 325 § 353
Increasein
Invesiment Secusities . . . 486 304 -
Invesiments in and Advances o

Subsidiaries . . . . 3,449 8458 6,057

Degreasein

Advances from Sutasidianes | — - 496
OtherNet . . . . . . . 292 381 -~
TOVAL . . $ 4,698 $9,438 $6,308

Various legal testrictions limit the extent to which certain sub-
sidimnas of Cricorp can supply funds to Citicorp or its other
subsicharios and affikales. In addition, the approval of the
Comptroller of the Quirency 15 retjuired it lotal dividends
deciared by a national bank in any salendar year exceed the
bank's net protits (a5 delined) for that year combined with its
retamnad et profits for lha praceding two calendar years.
Under the formula as it apphes to Ciicorp’s national bank sub-
sicianas (which at Decembar 34, 1987 had combined net
assots of approxmately $9 2 biflion), such bank subsidiaries
can daclare cvidends it 1988 wdhout approval of the Comp-
totor of the Currency of approximately $2.0 bidlion, plusan
add:tenal amasunt sauat to thes net profts for 1988 up to the
eisto of any such dvidond dedlatation.



Financial $tatistics

QUARTERLY FINANGIAL INFORMATION

CITICORF AND SUBSIDIARIES

INMILLIGNS OF DOLLARS 1987 1966
EXGEPY PEA SHARE AMOUNTS 4th 3rd Znd 1st 4th 3rd 2nd st
Net Interest Revenue . $1,736  $1,603 $1,552 $1,575 $1,662 $1,571 $1464  $1,431
Fees, Commissions, and
Other Revenue 1,818 1,599 1.320 1,257 1,230 1,070 1,013 959
TOTAL REVENUE : $3,554 $3,202 $2,872 $2,832 $2,802  $2,641 $2477  $2,390
Provision for Possible Credit
Lossgs . e $ 213 $ 320 $3,903 $ 474 $ 508 $ 43 $ 457 § 429
Operating Expense 2,285 2,119 1,975 1,911 1,981 1,784 1,611 1499
TOTAL EXPENSE . $2,498 $2,439 $ 5,378 $2,385 $2,489 $2215 $2,088 $1,928
Income (Loss) Before Taxes. $1,056 § 765 §$(2,506) $ 447 $ 403 $ 426 $ 409 $ 462
Income Taxes v M4 222 0 79 1483 97 179 174 192
MNETINCOME(LOSS) . . . . $ 642 $ 541 $(2,585) $ 264 $ 3068 $ 247 $ 235 $ 270
Earnings (Loss) Per
Share"a | . . % 1.89 $1.82 g 9.44}) $0.86 $1.01 $0.82 $0.80 $0.84
TOTAL ASSETS . .$203,607 $159,963 $194,415 $197,363 $196,124 $186,047 $183,388 $181,896
Cash Dividends Declared
Redeemable Preferred and
Preferred Stock . $ 26 $23 $24 $19 $19 $17 $19 $20
Common Stock® . $107 $94 $92 $85 385 %85 - $80
Common Stock, Per Share™*  $.3375  $.3375  $.3375  $.3075 83075, $3075 -~ $3075
Gommon Stock Price
Range® ‘
High. 29 34, 32 3014k 273 307 319 317
Low . . 15% 27% 24 25 235 2445 273 2314
Close . . 18% 28% 294 25a oeeYw 2B% 29% 31
ilj ﬁ!ﬁf}fﬁhgrutl;rhyn.&;nm'q E\{“*“ﬁ-’f_ : ; ;;4-',;’3
g: g:;,f,:,%mg%;:’;:ﬁfb 10 (r_"-e::_ .;‘.3’; TR ORI 1 e SeLer e Pacemie aryAtyeh
A3 8 rasuit otk Lo Uy R EWED D e R
RATIos u o
1907 100 1985
FEREE e M o e e ’ . 3 % 6206
Return on Average Tolal Assels™ . . . . {.67)% 58% B2%
Return on Common Stockhoidars’ Equity™ (18.5)%  138% 15! %
Returnon Total Stockholders' Equity™ . . . L (13.9)%  126% 4.1%
kholdars” Equity as & Percantage of Averatn Total Avsats 3.34% 39% 39%
Avarage Comman Stoc q , e : o 5
Average Tolal Slockholdars’ Equity 85 & Percenlage of Avesage Jolal Assels o 4.12% *gdbgc 44%
Dividands Per Common Share as a Perrentage of Net Incam (Lass) Par Conirion Sttare ! N 2500, 31 7%
mA;;Em}}aeeu;as;asamfeurwtfwaa?&M#_‘S&-’U exircd e sapl = .
] rwmwsmmmgmmmy@:s L af:m,; SN
gjm:mfmﬁ;ﬁ:ﬁm&ﬁw‘wﬂum .m_fw:E‘ffg;,gﬁ‘fﬁ_t:?.w ‘E}:‘afﬁ'.” PN e Do eiden Dl e g v

I 1 XA et of OBE L Gy i ol X e T S A LA
Misgmsurmﬁgxgmtﬁuwéwﬁaw EE - RIIT T 2. Lot eVt PR VIR L IS WE RN
NIM Not meanaglof
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10-K Cross-Reference fndex Financial Data SUPPIement
This Annual Renort and Form 10-K incerporate into a single AVERAGE BALANCES AND INTEREST RATES :
docurnent the requirements of the accounting profession and TAXABLE EQUIVALENT BASIS™ —
the Securities and Exchange Commission, including a N MILLIONS OF DOLLARS
comprehensive explanation of 1987 results. INTEREST REVENUE  Consumer Loans T
Loans and Lease  InDomestic Offices
PARTI P Financing  InOverseas Offices .
. age (Net of g?::;:ﬁgm Total ConsumarLoans . . .
ftem 4 Business, . 713 and 19-25 fommercial Loans
ften 2 Properties ., . . . . . . . . . . . .74 In gomeshc Olfﬂczsl dustrial
Hem 3 LegalProceedings . . 64 M%ﬂ&gg'gn%naeg| ,g’;‘t;{g A
Hem 4 SubmissionofMatlerstoa Vote of Loans to Financial Institutions . .
Securityholdoers . . . . . . . . . . .79 in Overseas Offices '
Total Commercial Loans .
PARTH Total Loans. e e e e
Lease Financing . . . a0
ltem 5 Mﬂrk@t fOI' ‘he Hegislfant’s Total Loans and Lease F'nanc]ng .
Common Equity and Related  Fonds Sodand Resaie *
Stockholder Matters . . 38,67,and 79 Agreements  (Principally in domestic offices}. .
Items & Selected FinanclalData . .38 Investment Securities [T Domesllc Olffices -
tem 7 Management's Discussionand U8, Treasury and Ffdﬁfﬂl Agenctes .o
Analysis of Financial Condition and gtlalgrand Munlcipa :
Resulis of Operations . . . ., 7-13and20—42 InOverseas Offices
Hem 8 FinancialSiatements and (Principally focal government issues).
Supplementary Data . . . 44-67 Total. AN
Itom 9 NotApplicable Trading Account  US, Twasuryand FederalAgencles. A
Assets  State and Municipal . v
PART I Otheg:?mlpally in overseas omces)
Jtom 10 Diractors and Executive Officers ‘Interosl-Bearing Doposits (Pﬂm:lpaﬂyin oversens otﬁcos} .
oftheRaglistrant. . . . . . . . . . . .* L
Total lnleresl-Eaang Assets . . . . ..
ftom 11 Executive Compensatlon . . . . . . . " Non-Interest-Eaming Assels . . .
ftam 12 Security Ownarship of Cariain S rcrmussm Y
Benoficial Qwners snd Managentent . * ~ INTEREST EXPENSE  inDomestic Ofces 7 e
{tam 13 Certain Relai!omhlpsandn‘clahd Deposils gggghg ggpéo er{ln::ate wof Depost N
W ) | oo
Transactions . . o .o Other Time Deposis ‘ ' j
A - ceoo ot Tola) Domuostic Interest-Boann De |ts .
PART IV th Overseas Othces g pc;s . }
ftlom 14  Exhibits, Financiai $tatemant o Total. C
Schedules, and Reports on Form 8-K 74 " Funds Borrowed IaDomestic Ofies .
“Gitcorp s 1908 Provy Statemert IS ncomoramdhesed by telemncs Pu@ﬁ?ﬁ?rimﬁ?g%ﬁ mmms 1
Securins Sold Um}crAgreemems |
Cortain statistical dala required by the Secunties and C&ﬁ}%ﬁ}?m - * !
Exchange Comemission areincluded on pages 2610 35, Othor Purenasca funds. |~ .|
and pages 670 77, Lohg-Term Debt, Converubie Notes 1
ant Subordinatad Gapral Notes 3
Tedalin i‘)ﬁtﬁesm“()ﬂms |
inOverseas Ollces
Ttk o
Tolatinterest Geanng Liabilties . 13
Demand Deposits in Domestic Ofices . it
Ohbet None Intetest-Bearnng Liatwlties . .
Total Stockboiders Equiy . . .
TOTAL LIAWILITIERAND 1
STOLKMOLDERS EQUITY e
nnnmnwnﬁvmuz nDomesti Ofices .. .. i
MITCROENTAL DE 11 Ovarsans Oes Lo
EARNINGASSETS  TOTAL L "*""“"’3
‘,
&8 i
b




_._—-,,,7
CITICORP AND SUBSIDIARIES
AVERAGE 1997 e 1985 1985
—— VOLUME INTEREST %MEQ:TGEE A%LRUASE INTEREST %ME%E A\}'Sfu“ﬁé INTEREST %AVESAﬂiGEE
$ 56,341 $ 7,002 12.43 $ 49,607 % 6,624 13.35 40,568 5,735 14.14
14,607 2,050 14.03 11,089 1,562 13107 $ 7471 s 1:136 16,54
$ 70,948 $ 9,052 12.76 $ 60,706 $ 8,186 13.48 $ 47,737 $ 6,921 14.50
$ 15,351 $ 1,604 10.45 $ 14,603 $ 1,504 10.30 $ 13,212 $ 1,822 13.79
a,gg ’agg 12‘23 6.%3 Ség g.gg 5,300 '591 1 ; .15
. 12.86 604 84 .91
32,806 5,081 15.49 35,650 4,922 13.81 38,967 5,738 14.73
$ 57,953 $ 7,607 13.13 $ 57,769 $ 7,164 12.41 $ 58,083 $ 8,235 14.18
. $128%014 $16,659 12.92 $118,415 $15,350 12.56 $105,820 $15,156 14.32
. 3,254 694 21.33 2.864 413 14,42 2,424 463 19,10
L $132,155 $17,353 13.13 $121,279 $15,763 13.00 $108,244 $15,619 14.43
LI % 8,158 $ 725 8.89 $ 7,652 $ 692 9.04 $ 6835 $ 1,087 15.90
X $ 3,221 $ 2712 8.44 $ 2,550 $ 245 9,61 $ 2,505 $ 288 10,70
. . 1,355 125 9.23 537 54 10.06 395 48 12.15
. 1,683 114 A7 1,320 117 8.80 768 105 13.32
7,251 776 1070 5984 680 11.36 3448 465 13.52
e~ . AU O - I SO - I N S A
L. §$ (51%) $ (30) 5.83 $ 28 s a9 13.49 $ BiI7 § o8 12.00
L 570 61 10.70 1,204 144 1195 864 71 8.22
R o A R SO Y T S L
S BUBAS s 4508 T TTz090 C sTedei s T A - I
~= o o F 15328 s 4281 T m@d g agosi Lo g T R R 9,79
Lo $176,362 '$23438 T T {o.sE $160504  TRjoads T Tiaqr T 5140895 T $y9.827 13.96
e . . &M9B883° T T C S184.013 $160,505 '
L 0,68 1,087 8,97 $ 17.219 5 o 567 $ 14,205 $ 958 877
o e PV 243 1953 182 932 2314 241 10.41
" 20,115 1,677 834 2L108 184 864 W58 185 e
L §aL7e7  TTE 2920 Tege 8 0980 1 741 S80I Ts3dod T Ess
hrrtaes CEWR e CREN MM M smie B tas
s o o $I017327 7780400 Bes T soeeM $B% 0 BAS T Tsaeds0 S8865 1025
. . $ 11,206 $ 791 7.08 $ 10433 $ 740 748 $ 10,064 $ 85 850
o0l T Telaon 822 ges S o e 83 i 893 533
: \ 8,228 860 $.00 Bt 562 3 5
L ETEEET T s adds 1902 g E ) )
S N T T - TS I A i Ciem s
oo SERI TS RAIG T A123 S BN S48 o *:;3“", JSafea 248
Lo $ISGO0S  migmA0 977 SMSAN o slame o6 T simam Sieed T iger
. P, \,-ti‘ts‘u\lw et o 9‘4?8 7qu
. . 10,0 N5 18,349
. . 21,505 And 7034
=-””“"’*- . 3,1 e . P - e e o e o e et e Ep e
: $184.013 $160505
= $198,603 :
, = : 87.105 $ By 442 o 72965 $ 327 448
C 4 gg.ggg $ g'lgg 38 s 73309 2,400 333 @l 2332 345
o SR E S Ee T T T RE T S160804 T TS 6337 T T Res $I40585 T TS S E T 568
| EiTe.562 §76,506 8.9 $160.504 388

{17 T fanabie souivalent acsisbment 3 DA v A TR LAt L D A1 PR P ot R DO ) PO

e ficl
(o dre AT NS A LGANCHD, AN REST NG De0N!
:{SJ Savngs DAnoss consstOf ks g Monty Mackot Hele sesoees

v N ORI L BARES S T b I L B R e par oy,
ey NCWVALOPS FIERS T Tt s
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ANALYEIS OF CHANGES IM NET INTEREST REVENUE

TAXABLE EQUIVALENT BASIS

1987 Vs, 1955_“ 1986 vs. 1585
NOREASE(DECREASY INGREASE (DECREASE)
DUE TO CHANGE IN: DUE TO CHANGE IN.
AERAGE wERRGE | NET AVERAGE AVERAGE ot
1_%!{0145 CROOLLAKS VOLUME RATE CHANGE™ VOLUME RATE CHANGEm
Loans—Consumer
InDomesticOffices . . . . . . ... .. $ 858 $ (480) $ 378 $1,221 $ (332) $ 889
InOverseas Offices . . . . . . . . . . . 492 (4) 488 674 (198) 376
_Ttal oo ... $1,380 $ (484) _$ 866 81, 7<5 $ (530 $ 1,265
Loans—commercral
InDomesticOffices . . . . . . . . . ., . $ 310 $ {26) $ 284 § 350 $ (605) $ (255)
InOverseasOffices . . . . . . . . . .. (411) 570 159 (471)  (345) {816)
Total . . . e $(101) $ 544 8 443  § {121)  § (950) $(1,01
Lease Financing
InDomesticOffices . . . . . .. . ... $ 35 £ 12 $ 47 § 3¢ $ (49 $ (10
InOverseasOffices . . . . . . . . . . . b 230 234 18 (58 {40
Total . . . ... o> 8 80 B 242§ 281 5 57 S (107)  § _(59)
Total Loansand LeaseFmanclng c.oron $1288 0§ 302  $1,500 k_ﬂggl@_ﬂﬂ_ﬁa(jﬁﬁ?) % 144
Funds Sold & Resale Agreements
{Principally in domestic offices). . . . $ 45_ 3 (12 $ 33 $ 118 _ § (513) _$ (39
investment Securities
InDomesticOffices ., . . . . . . . . .. ¢ 158 $ (61) $ 95 § 75 $ (80) $ (5
InOverseas Offices . . . . . . . . . . w8y @y e 298 (84 214
Total. . . . . . coss v . B 203 3(102)) $ 191 § 373 $ (164) § 209
Trading Account Assets S
InDomestic Offices . . . . . . . . . . §(186) $ $(186) 3 6 $ (44) $ (39
InQverseasOffices . . . . . . . . ... 179 705 684 209 (239) (30)
Lol o .o oo 0 8 D 8705 S 8 % 215 5 (289 8 (69)
lntarest-Bearngaposits o ’ ’
(Principally Inoverseasoffizes) . . . § 187 $_2 818 5 144 $ (198) $ (89
TOTALINTERESTREVENUE . . . . . . . _ $1,808 $ 895 82701  $2.55% ${2,745) $ (194)
Dapunsits of
In Domestio Offices . SN - S 18 s07) 3 ©3) $ 831§ EY)  § (121)
InOvarseasOffices . . . . , . . . . . 2 653 - 581 B57 (1(_21(_)3 ,k§15§§)
Sl s s L S 436 $42 S BB S 088 (166D 5 (67)
Funds Borg:{:vad . e
InDomesticOffices . . . . . . . . . . % 6ig $ (197) $ 421§ s49 5 (419) $ 123
ln.?\:elraeaQOffices S (- I 1003 _95% (534)  (381)
T L R I - “3_ $ 7% & 514§ 795 §(1053)  § (269

{ U RaralVe’uma VRIS S afkﬁcafed ba refcn tre;er(_eﬁr'age WAl el e
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INVESTIMENT SECURITIES
CARRYING YALUE ANC YIELD® BY MATURITY DATE AS OF DECEMBER 31, 1987

US. TREASURY AND STATEAND (PRlNClPﬂTSEn

FEDERAL AGENCIES MUNICIPAL OVERSEAS OFFICES)
INMILL!ON.SOFDOLLAHS AMOUNT VIELD AMOUNT YIELD T AMOUNT
Duethlm'Ye_ar. Y R T¢ ¢ 962% $ 67 4.39% $ 2577
Afier 1 butWithinbYears . . . . . . . . . . . 527 10.06% 82 4,78% 3,607
After 5butWithin10Years, . . . . . . . . . . 397 10.17% 327 B.58% 2,423
After10Years . . . . . . . .. . .. ... 2303 9.64% 1,317 7.41% ... 1389
TOYAL, . . . . . . . . ... . . . .... %3627 9.67% $1,793 7.15% $9,9769
Carrving Value and Yieldas of December 31,1986 . . $ 3,228 9.22% § 1,955% 5.79% $ 7,697
Carrying Value and Yield™as of December 31,1985 . ., $ 2,818 090% & 825 6.19% $ 6,004

(1) ?gogqpure 1by dividing annualinterest (net of amortization of premium or accrelen of discaunt) by the carrying vaiue of the respective investment securnities at December 31, 1887,
6, and 15535,

{2) Seo (1) in Note 1 of notes to the linancral statements.
{3) Ses (2} n Note 10f notes lo the tnancial statements,
*Yield inforrration not readily avaiable,

LOANS AND LEASE FINANCING QUTSTANDING
IN MILLIONS OF ROLLARS, AT YEAR END .. d9or 1986 1886 1984 1683

Consumer Loans e
In Domestic Offices

Mortgage and Real Eslate™ . e v v 0. $ 31,523 § 27991 § 21,719 § 17679 $10,751
Instaliment, Revolving Credit and Other . . . . . . .. 84,479 29700 ”27490 a8 15418
$ 63,002 $ 57,691 $ 49,209 $ 39 592 $26,169
InOverseasOffices . . . . . . . « . . .. .. 19631 14706 10,727 7,593 6,856
$ B2,633 $ 72307 § 50,938 $ 47,185  $33,025
Unsarned Discount . . Co e o o (8618 (4184) (4 _ag_a_) ) __(_Q 524)  (4,030)
Consumer Loans, Net of Unearnet} DlSCOUﬂl c oo oo $ 78,959 $ 68243 § 55518 $ 42,661  $2B,995
l.“c:mmearcmlf ft.oans
In Domestic Offices
Commercigland Industial® . . . . . . . . . $ 14109 § 1699% §$ 13,514 §$ 16028  $14,910
Mortgage and Real Estate™ . . e e 8,759 7,637 6,165 4912 3,975
Loans to Financial Institwtions . . . . . . . . . 611 884 919 730 1,866
Government and Official Institubions. . . . . . . 315 s 438 273 475
7 A $ 23,794 _$ 25930 B 21,072 § 21943 $21 226
in Overseas Offices
tn(?c\nlﬁrl;mercia!and Industiigh® . . . . . . . . . . $ 21,267 § 23,101 § 258683 § 25235 $27,592
Mortgage and RaalEstate . . . . . . . . . 2,441 2330 2,143 1,908 1,822
Loans to Financial Institwtions . . . . . . - . . . 4,110 4,375 5,363 5,827 5914
Govarnments and Official Institutions . . . . . . 4,750 4170 4,434 4,208 4,074
L $ 32.558 $ 33 076 $ 37,623 S 37,266 $39402
s o m $ 56,052 § 50006 $ 58,655 $ 59200  $60,628
Unearned Discount . . « » . ~ {598) {467) {(483) (410)  (386)
Commercial Loans Netof! Unaamed Dmcount $ 58,754 $ 50439 § 58172 § 58,799  $60,242
I
'ﬂ?@iﬁmﬂg. bﬁatofUnaamed Income . . . . . . % 3372 § 3202 § 2809 § 2184 $ 1817
A||owanceforPOSSIbleCfed“LOSSG"~ L . % (4, 618) - $ (1,598} $ {1 235)_§ (917) j (7
TOTAL LOANS ANDLEASEF.MN@;NQ NET. . . . . $133,467 $129.206  $115.264  $102.707 _ $90,283

St
1) Inchuttes only foans sceuied preak iy by tpai e
.‘{z’j Inciutins loans not othémwse separatety catspanstd
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DETAIL OF CREDIT LOSS EXPERIEMCE

INMILLYINS OF DOLLARS 1987 1986 19'8_5’ 1984 1983
ALLOWANCE FOR POSSIBLE CREDIT LOSSES AT BEGINNING OF YEAR $1,698 $1,235 § 917  §$771 687
Deductions
Gross Credit Losses
o 1) .
comiwut)'g;restic Offices $1,075 $1,050 § 642 $320  §210
In Overseas Offices 196 122 7 66 73
Commercial
Mortgage and Real Estate:
In Domestic Offices 4 — 2 5 3
In Overseas Offices ) ) 33 33 15 3 N
Governments and Official Institutions (in overseas offices) . 136 37 44 40 47
Loans to Financial Institutions (in overseas offices) 29 18 19 9 23
Commercial and Industrial:
In Domestic Offices 107 100 84 83 81
in Overseas Offices 308 300 278 137 127
$1,888 $1,661 $1,161 |$663 $575
Credit Recoveries
Consumert
In Domestic Offices .$ 184 $ 174 § 111 $ 81 § 67
In Overseas Offices 63 40 23 19 20
Commercial
Mortgage and Real Estate:
in Domastic Offices . e e e e e e e e e - 1 2 6 N
In Overseas Offices . . . e e e 14 3 1 4 1
Governments and Offictallnstttutlons(.n overseas offtces). . 20 4 8 — -
Loans to Financial Institutions:
InDomesticOffices . . . . . . . . . . « . . — - — —_ 8
In Overseas Offices . 6 — — - -
Commercial and Industrial:
In Domestic Cifices . 40 27 25 26 11
In Ovarseas Offices . .64 429 21 2
$ 391 3% 290 $ 199 $156 $138
Net Credit Losses
In Domestic Offices . % 962 § 948 $ 550 $296 $198
In Overspas Offices . . . 535 423 372 211 239
— “__$1,497 $1 371 $ 962 $507,. %313157
Additions
Provision for Possible Credit Losses . . $4,410 $1,825 $1,243 $619 $520
Other (Principally from allowance balances of acqmred compames
and transtation of overseas allowance balances) . . . 7 9 37 34 1
o 54,417 $1 834 $1,280 $653, 821
ALLOWANCE FOR POSSIDLE CREDIT LOSSE® AT END OF YEAR . . $4,618 $1,698 $1.235 $917  $771
Excess of Provision over Net Credit Losses . . $2913 § 454 $ 281 $112 § 63
Curnulatlve Excess of ProvisionovarNe: CfedllLOSSES(SinGEH%‘I) $3,9490 $1.027 $ 573 §202 $180
CumulatnveInoreaseinAIIowance(sincmgai) $4,037 $1117 § 654 $336 $190

{1} Consumar loen loases prmarity 181t i /nslatmant andadvalvig e e, ‘l: m
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o TEPTRTY ™

l‘.OAN MATURITIES AND SENSITIVITY TO CHANGES IN INTEREST RATES
THE MATURITIES OF THE GROSS COMMERCIAL LOAN PORTFOLIO AS OF DECEMBER 31, 1087

DUE OVER 18UT
INMILIONS OF DotLaRg ven e svorns
In Domestic Qffices
Commercial and Industrial Loans. . $ 8166 $ 3625 $2,318 $14,109
Mortgage and Real Estate | 4,842 2,698 1,219 8,759
All Other Loans . . 540 228 158 926
in Overseas Offices . 19,025 7.562 5,071 32,558
TOTAL , U . $33,473 $14,113 $8,766 $56,352
The Following Table Represents the Sensitivity of the Above Loans Due
After One Year to Changesin Interest Rates:
Loans at Predetermined Inierest Rates . § 3,534 $1,385
Loans at Floating or Adjustable Interest Rates . 10,579 7,381
TOTAL . . $14,113 28,766
TIME DEPOSITS IN DOMESTIC OFFICES AS OF DECEMBER 31,1987
($100,000 OR MORE) CERTIFICATES QTHER TIME
!M MILLIONS OF BOLLARS - N OF DEPOSIT DE&O_:S_IQ
Under 3 Months., . o e e e e . C e e s e . %2738 $1,687
to6Months. . . . . . ., . ... . .. v e e o e o 1140 763
6to12 Months . , 627 840
Quer2Months . . . . . . o . . . IR 397, 1,799
AVERAGE DEPOSIT LIABILITIES IN OVERSEAS OFFICES e e e
e L LA, -.- - 1385
o ;i T - _":é ) - "“-'r-*
AVERAGE AVLRNGE AVEAAGE
AVERAGOR  {NTAREDY AT RAGE; INTEREDT AVERNGE INTEREST
UMLUONS QT OO e s eneit v o 10 e .. __, BALANGE  RATK e JORREE O RME L BAUIE R
Banks® o e e e e .. $in222 15,08 $17,720 9.65 $17,801 1137
Other Demand Deposits . . . . . . ., . 13,549 4.38 8,330 4.73 6,470 420
Cther Time and Savings Deposits™ . . . . . . 83,2883 9.02 33,961 _..915 28958 L1204
TOTAL, .~ 564,054 9.66 $60,020 8.58 $L..928 1088

R
[ L I PRI <05
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(1) Pty consals of bmd codhoales of Sapcs and aher 1oL (0LES 21m dan

EFFECYS OF INFLATION o
The impact of inflation on Citicorp and ather financisl inslitu.
tions Is significantly different from the impect in industries
that require a high proportion of investment in fixed assels,
Tha assets and lisbilities of a financial insitution are prinarity
monetary in nature. During peric*s of inflaton, monetary
assets lose valua in terms of purchasing power, and monea-

031505 Of 10 G P

tasy liabilities have corrasponding purchasing power gains.
The financial statements and other data appearing in this
arinual report, and in particular the discussion of interest rate
risk management on page 36, illusteate how Citicorp oper-
ales in an environment of changing interest rates and
inflationary rends.
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CONSENT OF INDEPENDENT AUDITORS

Cagie :
KPIG Peat Marwick

Peat Marwick Main & Ce.
Certifled Public Accountants

The Board of Directors
Citicorp:

We consent to incorporation by reference of our report dated
January 19, 1988 relating to the consclidated balance sheet of
Citicorp and subsidiaries as of December 31, 1987 and 1986
and the related consolidated statements of operations,
charges in stockholders' equity and changes in fnancial posi-
tion for each of the years in the thres-year perlod ended
December 31, 1987 and the consoldated balance shest of
Citibank, N.A. and subsidiaries as of Decermnber 31, 1987 and
1988, which report appears on page 43 of the 1987 Citicorp
Annua! Report and Form 10-K, in the following Registration
Statements: of Citicorp, Nos. 2-77088, 2-47648, 2-68678,
2-58670, 2-47647, 2-82298, and 33-5564 on Form S-8 and
Nos. 33-11927, 33-3114, 33-11928, 33-158986, 33-18754,
286725, and 33-784 on Form S-3; and of Citicorp Mortgage
Securities Inc., Citibank, N.A., and other affiliates, bos.
33-6979, 33-5702, 33-12788, 33-16349, 33-18481, 33-3161,
33-6358, 33-8718, 33-16870, and 33-9711 on Form S<1.

Frat Masich, Waca, €.

New York, New York
February 26, 1988

PROPERTIES
The principal offices of Citicorp and Citibank, N A_("Citibank™)
are located at 309 Park Avenug, New York, New York, & 39-story
buflding of whicls approximataly two thirds is owned by
Citibank. Citibank also owns approximately one third of
Citlcoru Center, a 59-story building located al 153 East 53rd
Strest across from 389 Park Avenue. Giticorp occuries all of
lhe owned space and leasas back all of the recently sold
space it occuplas in both buildings. The primary term of the
loase Is two years with thrae 1-year options. Citibarikis also
constructing a 50-story office building in Long istand City,
Queens, which will become part of the New York headquartors
complex. The new bullding, which is projected lo e fully occu-
pied by Citicorp, will be ready for Initiel occupancy ™ early
19809, Citibank slso cwns 111 Wall Street in New Nork which i
totally occupied by Citicern and its afhliales Crticomp also has
major domestic corporale real eslate holdings inLos Ange'es,
San Francisco, and Sioux Falls, South Dakota.

Internationally, Citicorp owns major corporale premses
in various cities throughout the world including Paris,
London, Disseldorf, Brussels, Buenas Aires, Rio de Janeiro,
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S&o Paulo, Mexico City, San Juan, Caracas, Hong Kong,
Manila, Seoul, and Tokyo. In all, some 44% of Citicorp-owned
corporate real estale is located outside the United States. Of
the approximately 2,300 offices arid other facilities of Citicorp
located throughout the world, 450 are owned and the balance
are leased.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES,
AND REPORTS ON FORM 8-K
Financial Statements Filed:
GCiticorp and Subsidiaries:
Consolidated Statermnent of Operations
Consolidated Balance Shest
Consolidated Siaternent of Changes in
Stockholders’ Equity
Consclidated Staternent of Changes in Financial Position

Citicorp filed no Current Report on Form 8-K in the last quar-
ter in the year ended December 31, 1987,

Citicorp's significant subsidiaries (as defined) and their
place of incorporation or organization include:

Citibank, N.A. United Slates
Citicorp Banking Corporation Delaware
Citicorp Holdings, Inc. Delaware

Other subsidiaries of Citicorp and their place of incorporation
or organization include:

Citibank {(New York State) New York
Citicorp Lating, Inc. Delaware
Citicorp Trust, N.A, (Califomia) United States
Citizorp Trust, N.A. (Florida) United States
Citicorp Inte.national Group, Inc. Delaware
Ciicorp Querseas Services, Inc. Delaware
Citicorp Realty Consultants, Inc. Delaware
Citicorp Securilies Markels, Inc. Delaware
Citilease, Inc, Delawate
Citicorp Relail Services, Inc. Delaware
Cilicorp Credil Services, Int. Delaware
Citicorp Acceptance Company, Ine.  Delaware

Citicorp Community Developmerd, Ing. Detaware
Citicorp International

Communications, Ine. Delaware
Cilicorp internalional Finance

Corporalion Delnware
Ciicorp North America, Ing. Delaware
Citicorp Relan Services, Ine. Delaware
Ciaicorp Services, Inc. Detaware

Cruiight, Ine, Detaware

Cilicorp's tostated Cenificate of Incorporation and By-laws,
Instraments Defining the Rights of Securibes Holders, includ-
ing Indentures and constituent instruments refating (o vanous
execulive and slalf beneht plans, have been previously fled
vith the Commuicsion as Exhibits to vanous Citicorp registration
slatements.

Stockholders may obtain copies of such documents by

witing Citisorp, Office of the Secrelary 309 Park A
Kew York, Nevs York 10043 ry venue,



SIGNATURES

Pursu_apt to the requirements of Section 13 or 15{d) of the
Securities Exchange Act of 1934, the registrant has duly caused

this report to be signed on its behalf by the undersigned,
thereunto duly authorized,

CITICORP
(Registrant)

Charles E. Long

Executive Vice Presid -~Secrelary

February 26, 1988

Pursuant to the requirements of the Securities Exchange Act of
1934, this report has been signed on February 26, 1988 by the
following persons in the capacities indicated.

A Principal Financial Officer

Joiin 8. Reed (Citicorp's Principal Executive Officer) anc ine
Directors of Citicorp (listed below) executed a power of
attomey appointing Charles E. Long their attornay-in-fact,
ampowering him to sign this report on theis behalf,

Hans H. Ange-rii.;eller
Richard S. Braddock
Michael A, Callen
Colby H. Chandler
Paul J. Collins
Kenneth T. Derr

John M. Deutch
James H. Evans
James D. Farley
Lawrence E, Fouraker
Clifton C. Garvin, Jr,
Harry J. Gray

JohnW. Hanley

H.J. Haynes

Juanita M. Kreps

C. Peter McColough
Charies M. Pigott
Bonald V, Seibert
Frank A. Shrontz
Mario Henrique Simonsen
Lawrence M, Small
Roger B. Smith
Franklin A, Thomas
Edgar S. Woolard, Jr.
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Audit Committee: super-
vises independent audits of
Citicorp and oversees the
establishment of appropri.
ale gccounting policies for
Citicorp and Citibank,

Members: Donald v, Seiber,
Chairman; Kenneth T, Der,
Dr John M, Deutch, Jahn W,

Hanlay, Charles M. Pigott, Frank A.

Shrontz, Dr, Mario H. Simonsen,
and Roger B, Smith.

The Audit Committee, whose
members are all independent
outside dirsctors, meets at least
four times each year with the Cor-
poration’s public accountants, its
principal financial officer/
accounting, and the chief
auchtor,

One of its principal functions is
to review the audit plansand
scope of examination of hoth the
independant auditars and the
Corporation's internal audit divi-
slon. In additi~ 1, it s the responsi-
bility of this committea to
recommend to the Board the
annual appointment of the out-
side auditors, The Board
acceptad the recommendation
that Peat Marwick Main & Co. be
retained for 1988, and this pro-
posal will be presentsd totha
stockholders for approvatat the
annual mesting.

The findings of internal and
external auditors and external
regulatory anenrcies ara roviewed,
and rasponses 1o their indings
ara monitored to insure that
appropriate follow-up measures
are lakan These are reviewed
with and without the prasenca of
management, and in sepatate
mestings with Peat Marwick Main
& Co. with no members of man-
agement prasent. The results of
thass examinations, aiong with
our own findings, are repored
reguiarly 1o the lull Board

Itis also thi funstion of ths
commitles to oversee the
aceounting policies user in pra-
paring the financial statemanis of
Citicorp and Citibank

T V- bt

DONALD V. SEIDERT
Chairrrian
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Commitiee On Directors:
recommends qualified can-
didates for membership on
the Boards of Directors of
Citicorp and Citibank.

Members: John S. Reed, Chair-
mary; Dr. Lawrence E, Fouraker,
Clifton C. Garvin, Jr, John W,
Hanlsy, Dr. Juanita M. Kreps, and
Frank A. Shrontz.

The Commitiee on Directors
actively solicits recommendations
for prospective directors from
their current members and stock-
holders and, consistent with the
needs of the Corporation and
representation of the various ser-
vices and custamers, recom-
mends the approval ofa
candidate. The nominees are
then presentad to the full Board,
which proposes the slate of
directors to be submittad to the
stockholders at the annual mest-
ing. Inaddition, the commiltee is
charged with keeping current and
recommending changes in dires-
lors’ compensation,

144

JOHN S. HEED
Chairman

Committee on Subsidiaries
{Citicorp)

Members: Paul J. Collins, Chair-
man; Clifton C. Garvin, Jr, H.J.
Haynes, Donald V. Seiber, and
Frankiin A, Thomas,

This committee is responsible for
reviewing principal subsidianes
of Citicorp including, but not lim-
ited to, Citibank, N.A. The com-
mittee reviews the Corporation’s
subsldiary structure and pro-
cesses for managing subsidiaries
as well as the principal subsidi-
aries’ financial statements., The
Chairman of the committee
reports periodically to the Boards
of Directors of both Citicarp and
Citibank.

*cqb_/C,C—L_

PAUL J.COLLINS
Chairman

Consuiting Commitiee
{Citibank}

Members, Colby H. Chandier,
Kenneth T. Derr, Dr John M.
Deutch, James H. Bvans, Dr
Lawrence E. Fouraker, Harry J,
Gray, John W Hanley, Dr. Juanita
M. Kreps, C. Peter McColough,
Charles M. Pigott, Frank A.
Shrontz, Dr MarioH. Simongen,
Roger B, Smuth, and Edgar S
Waolard, Jr

This committes, composed of
those Citicorp direclors who are
netalso directors of Sitoank,
atends allmeerlngs ol the Board
i Directors of Cbank and
remaing availalvie to Citibank's
Bourd as contuitants enan as
neadod bany

vy

JOHN 3. REED
Chnstman

Executive Committee
{Citicorp)

Members: James H, Evans, Clif-
ton C. Garvin, Jr, Harry J, Gray,
John W Hanley, Cr. Juarita M,
Kraps, Charles M, Pigott, Daonald
V. Seibert, and Franklin A,
Thomas.

Ex-Officio Members: John S,
Reed, Hans H. Angermueller, and
Jameas D. Farley.

These commiftees are spacifi-
cally designated in the By-Laws
of Cilicorp and Citibank:

Citicorp's Executive Committes
is composed of the Chairman
and each Vice Chalrman whois a
director, all of whom shall be ex-
officio members, and such addi-
tional directors not fewer than
three who are not officers or
employees of Giticorp or any of its
subsidiaries. The committee
members are appointed by the
Board and shall serve untif the
next annual organization meeling
of the Board and uniil their suc-
cessors are appointed. Mestings
are held upon calt of the Chair-
man oy, in his absence, any Vice
Chaimrnan, A majerity of the mem-
borsincluding at least one ex-
officio member shall constitute a
Quorum ot any meeting.

Executive Commitieo
{Citibank)

Citibank's Executive Commities
shall consist of at least three
directars attending a regular or
special meating of tho Board
where o quorum s not present,
Specidl mestings of the Execulive
Commiltes tnav be called at any
lime by the Chaman of, in his
absonze, any Vise Chairman of
on the wntien requast of any three
members of the Board. Notice of
suchmeeling shill be sulficient
even though it relers only toa
ineeting of the Board

Y

JOHN S, REED
Chrvimsan



Fiduciary Review Commit-
tae:_:nversees the adminis-
tration of the fiduciary
bowers of Citicorp.

Menbars; H.J). Haynes, Chair-
mar; Colby H, Chandler, Harry J.
Gray, Charles M. Pigott, Donald V.
Selbert, Roger B, Smith, and
Frasklin A. Thomas,

The Fiduciary Review Committee
monitors fiduciary activities con-
ducted through subsidiaries and
affiliates around the world. These
activities include the manage-
ment and administration of trust
arid agency accounts such as
pension trusts and other
employer-sponsored benefit
plans, personal trusts, estales,
investment advisory accounts
and corporate trusteeships. The
comrmittee also reviews policies
and controls in such areas of fidu-
ciary rasponsibility as Investment
standards and conflicts of inter-
est. The committee was estab-
lished by the Board of Citicorp in
May 1985 to reflect the increased
fiduclary activittes conducted in
vehicles other than Cilibank and
raplaced a similar committes of
the Board of Citibank.

Financial Institutions
Acquisition Committee of
Citicorp and Citibank.

Mearmbers: John S. Read, Hans H.
Angermueller, Richard S, Brad-
dock, Michael A, Callen, Paul J,
Coliing, James D. Farlay, and
Lawrence M. Small,

This committes, composed of
directors of Citicorp and Citibank
who are also senior executives of
Citicorp/Cttibank, has as its func-
tion the approval, within certain
limits, of the acquisition both
domestically and intarmationally
of financial services institutions.
Approval by a majority of the
members constilutes Committee
action. Each acquisition is
reported to the full Board of Direc-
tors of Citicorp at the meeting
immediately following approval by
the committee, and a summary of
all acquisitions approved by the
committee is presented tothe full
Board of Directors annually.

Y,

JOHN S.REED
Chairman

Personnel Committee: over-
sees employee policios and
programs of Citicorp and
Citibank.

Mambers; Clifton C. Garvin, Jr,
Chairman; Harry J. Gray, H. J.

Haynes, Donald V., Seibert, and
Franklin A. Thomas,

The Personne! Committee reviews
and approves compensation pol-
icy and other personnel-refated
programs to maintain an environ-
ment at Citicorp/Citibank that
attracts and retains people of
high capability, commitmant, and
integrity. In addition, the commit-
{ee oversees succession plan-
ning and employee benefit
programs.

0 annri.

CLIFJON C. GARVIN, JR.
Chairman

Public Issues Commitles:
reviews Citicorp’s policies
and performance on mai-
ters of public concern.

Members: Franklin A, Thomas,
Chairman; Hans H, Angermueller,
D John M. Deulch, James H.
Evans, JohnW. Hanley, Dr,
Juznita M. Kreps, and C. Pster
McColough.

The Public Issues Commitiee's
missionis to assure that the pub-
licintersst is maintained in the
performance of our business
roles and in achieving a more
compelilive business environ-
maent. The commitlee reviews the
Corperatiun's policy, posture,
practices, and programs relating
to public issues of significance to
Citicorp.

L s

FRANXLIN A, THOMAS
Chairman

77



Citicorp and Citibank Direciors

The Boards of Directors of
Citlcorp and Citibank meet on
the *Hird Tuesay of every
4 to administer the affairs
of tre piganizati s, Certain
sasth Goerg, o and areas
of the Corpuration and the bank
are regularly monitored by the
Directors’ committees, whose
activities are described onthe
preceding pages.

t Director of Citicorp
a Director of Citibank

HANS H. ANGERMUELLER '2
Vice Chairman
Citicorp and Citibank, N.A.

RICHARD 5. BRADDOCK '2
Sector Executive
Citicorp and Citibank, N.A.

MICHAEL A. CALLEN 2
Sector Executive
Citicorp and Citibank, N.A.

COLBY H.CHANDLER'
Chairman and

Chief Executive Officer
Eastman Kodak Company

PAUL J, COLLINS &
Senior Corporate Officer
Citicorp and Citibank, N.A.

KENNETHT.DERR*
Vice Chairman
Chevron Corporation

DR.JOHNM. DEUTCH'*
Provost

Massachusetts Institute
of Technology

JAMES H.EVANS
Retired Chairman
Union Pagific Corporation

JAMES D, FARLEY '
Vice Chaiman
Citicorp and Citibank, N.A.

Citicorp Senior Management

DR. LAWRENCE E.
FOURAXER'
Professar Emaritus,
Graduate Schoolof
Business Administration
Harvard University

CLIFTON C. GARVIN, JR. "2

Retired Chairman
Exxon Corporation

HARRY J. GRAY'
Director and Chairman

of the Finance Commitise
United Technologies
Corporation

JOHM W. HANLEY'
Director and Former
Chairman of the Board
Monsanto Company

H.J. HAYNES &
Senior Counselor
Bechtel Group, Inc.

DR. JUANITA M. KREPS '
Former United States
Secretary of Commerce

C.PETERMcCOLOUGH'
Farmer Chairman

of the Board

Xerox Corporation

CHABRLES M, PIGOTT!
Chairman and

Chief Executive Officer
PACCAR Inc

JOHN S. REED 'a
Chairman
Citicorp and Citibark, N.A.

DONALD V. SEIBERT '
Director and Former Chairman
of the Scard

J. C. Penney Company, inc.

ERANK A. SHRONTZ '
Chairman and

Chief Executive Officer
The Boeing Company

DH. MARIO HENRIQUE SIMONSEN'
Vice Chairman

Brazilian Institute of Economics

The Getulio Vargas Foundation

LAWRENCE M. SMALL ‘2
Sector Executive
Citicorp and Citibank, N.A.

ROGER B, SMITH"®
Chairman and

Chief Exacutive Officer
General Motors Corporation

FRANKLIN A. THOMAS 2
President
The Ford Foundation

EDGAR S. WOOLARD, JR."
President and

Chigf O‘E:}]ratin QOificer
E.l. du Pont de Nemours & Company

Hans H, Angermualier
Robert D. Bailey
Richard S, Braddock
Michas] A, Callen
Pel-yuan Chia

Paul J, Collins
ieorge L, Davis
James D. Farley
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Pamela P Flaherty
David £. Gibson
Lawrence R, Glann
Guonther E. Gremnet
George E, Hagerman, Jr
WithamJ Heron, Jr
Daniel T. Jacobsen

s E. Jones

!élaﬂli? B.ELassiler

arles E. Long

Alan S. MacDonald

Anthony G. Mantzavinos
Robert H. Martinsen
Victor J. Menezes
Palrick J. Mulhem
Nancy 8. Newcomb

John 8. Reed
William R. Rhodes
Ira 8, Rimerman
PaterH. Schuring
Lawrence M. Small
Davitl 8. Van Pelt



Stockholder Information

NOTICE OF THE ANNUAL MEETING

The_annual meeting of slockholders will be held on Tuesday,
April 19, 1988, at 11:00 a.m., in the auditorium of Citicorp Head-
Quarters at 399 Park Avenue, New York, NY,

A formal notice of this meeting, together with a proxy and proxy
statement, has been included with this annual report. Stock-
holders are urged to sign and return their proxies promptly, to
assure that the stock of the Corporation will be represented as
fully as possible at the meeting.

Citicorp has approximately 50,000 common stockholders of
record. About 80% of the Citicorp shares entitled to vote were
voted in person or by proxy at the last annual stockholders'
meeting on April 21, 1987, Additionally, there are 144 Equity
Holders of 534% Convertitble Subordinated Notes Due 2000.

Additional copies of this annual report are available. Write to
Citicorp, Public Affairs Division, 398 Park Avenue, 18th Fioor,
New York, NY 10043,

Copies of the written transcript and tape recording of the pro-
ceedings at Citicorp stockholder meetings are available to
Citicorp stockholders at cost from the Office of the Secretary,
399 Park Avenue, New York, NY 10043,

Supplemental financial data are published quarerly and are
available fram Citicorp Investor Retations Departrment, 389
Park Avenue, New York, NY 10043.

SUBMISSION OF MATTERSTO A

VOTE OF SECURITYHOLDERS

On Oclober 13, 1987 the Board of Direclors of Citicorpy maited
to stockholders a request for consents for the purpose of
approving an amended and restated Savings Incenlive Plan of
Cilibank, N.A. and Affiliates, The consent period closed on
November 17, 1987, of the consents recewved by Cilicorg,
122,434,508 shares consented o sudh amendmants and
3,185,747 shares withheld conserit 1o such amendments.

TRANSFER AGENT AND REGISTRAR

Citibank, N.A., Corporate Trust Services, Box 4855, New York,
NY 10043

CO-TRANSFER AGENTS 4 ND CO-REGISYRARS
First Interstate Bank of California, 707 Wiishire Boulevard,
Los Angefes, CA 80017

The First National Bank of Chicago,
Corporate Trust Department,
One First National Plaza, Chicago, IL 60670

Montreal Trust Company, 15 King Street West, Toronto, Ontario,
Canada M5H 1B4

JAPANESE SHAREHOLDER SERVICE
ORGANIZATION AND PAYING BARNK

The Yasuda Trust and Banking Company, Limited, Stock
Tranisfer Department, Yasuda Seimei Daini Building, 10-1, Nishi
Shinjuki 1-chome, Shinjuku-ku, Tokyo, Japan

CITICORP STOCK LISTED
New Yotk Stock Exchar je
Midwest Stock Exchange
Pacific Stock Exchange
London Stock Exchange
Amsterdam Stock Exchange
Tokyo Stock Exchange
Zurich Stock Exchange
Geneva Stock Exchange
Basel Stock Exchange
Toronto Stock Exchange

Citicorp/Citibank
389 Park Avenua

New York, NY 10043
212/559-1000
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Securities and Exchange Commission
Washington, D.C. 20549

Annual Report Pursuant to Section 13 or 15(d)
of The Securities Exchange Act of 1934

For the fiscal year ended December 31, 1987
Commission File Number 1-5738

CITICORPS

Incorporated in the State of Delaware

IRS Employer Identification Number: 13-2614988
Address: 399 Park Avenue, New York, iV.Y. 10043
Telephone® (212) 559-1000

SECURITIES REGISTERED PURSUANT TO
SECTION 12(b} OF THE ACT:

A list of Citicorp securities registered pursuant to Section 12(b)
of the Securities Exchange Act of 1934 is available from the
Office of the Secretary. 399 Park Avenue, New York, NY 10043,

As of December 31, 1987, Citicorp had 316,228,725 shares of
Common Stock cutstanding.

Citicorp {1) has filed ali reports required o be fred by Sectan
13 or 15(d) of the Secuiities Excange Act 0f 1934 dunng the
preceding 12 months (or for such shorer pengd that the
ragistrant was required to lile such repans), ana (2) has boen
subject lo suchfiling requiternernts far the past 90 days

The aggregate market valus of Citeorp comman Stosk el
by non-affiliates on January 31, 1988 was appraxmate.y
$6.0 billion.

Certain information has bee incorporated by referanzeds
described herein into Part 1 of this Annua: Report from
Citicorp's proxy staternent relating toits Annual Meatngof
Stockholders to be held on Apni 18, 1988
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Service
Excelience
at Citicorp

From Tokyo to Zurich to New
York, we continue to build

an organization that prides
itself on the quality of service
delivered to customers.
Citicorp service excellence is
defined as every employee
delivering quality service, to
évery customer, each and
every day. This same logic
applies to all other employees
who do not deal directly with
the public. Most important, to
customers everywhere, our
pecple are Citicorp.

We honor outstanding
service performers in two
ways, The Citicorp Service
Excellence Award is the intial
corperate award given tor
sarvice excellence When an
individual is tecognized for
a sacond time, he or she eamg
the Giold Award,

The people on this page
are among the 2,052 sernucn
award winnerg who eamicd
reco nition in 1987, T, . re
heiang to make Giticorp «
more effective, more prafitable,
niore successiul company
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