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In fall 19 71 Citi corp initiated a l ong- ran ge investor

relations effort . OUT objective was and s t i l l i s t o keep you ,

the investment community, better informed on what we are do i ng

and what our plans are for the futur e . OUT pre s ent ation today

i s in furt herance of t ha t ohje ctive . A trans cript o f taday' s

pr esent a t ion . our 1972 Annual Report and a brief hiogra phica l

s ke t ch of th e senior m anagem~nt pre s ent today will he av a ilahl e

t o you at t he e nd of our meet in g. Thi s yea r we mn de so me

changes in our annual report whi ch were c a l cul a t ed t o t ell OUT

s t ory more effectively. The financi al s ection ha s be en grea t ly

exp anded to include a gl oba l geographica l hr eakdown of oneratin~

ea r n i ngs , additional dat a on revenue and e xpense, deposit s,

as set s, l oan losses, and c ap i t a l ac coun ts and a st a teme nt of



accounting policies . We would welcome an y comme n t an d re-

action you might have afte r re ading i t .

Thi s i s ou r fir st present ation hefore th e New Yo r~

Soc i e t y and our ob j ec t i ve in appe ar i ng before you t oda y i s t o

pre sent a di scus sion o f our hu sine s s to enahle yo u t o he tter

eva l ua te the pres ent and future quality of ~arnings mix of

Citi corp .

Our ph i l os ophy i s to work for long-term earn i n gs gr-owt h

for Citicorp. We do not maximiz e current incom~ at th e ex pense

of future earnings . This i s consi stent with our corporate

mis sion to provide a full range of financial services every­

where in the world where we can do s o legall y - - an d a t a profit.

We view our operations on a kind o f a gl ob a l actuarial

bas e . The diversity of our geogr aph i c market s , cus t ome rs ,

product s and currency ba s e provides an ongoing earnin gs mix

de signed to s us t a i n Citi corp' s gr owt h . Thi s diversit y heln s

as sure ou r continued viability , notwith standing majo r di sturb­

ance s i n our bu sines s environMents from time to time . We are

not sm art eno ugh to p r ed i c t with an y great accuracy whi ch areas

in a rapidly c hang i ng world are su r e to offer the best opportuni­

ties in the di stant future, or f or that matter those market~

that may someday cause us problems . By broadly po sit ioning

ou rselves against the full r ange of pos sibiliti e s, we a ch i e ve

the c ap ab i l i ty of capturing financial deman d wherever it occur s



and i n wha t ever for m it t akc ~ .

The process of po s it i on i n? ourse lve s t o l i ve with t he

many uncert aintie s t ha t ex is t in tod ~ l r' ~ f i nanc i a l ma r ke ts i s

an ongo i ng one, hut s ome Ctlr rent numher s nrovide a f eel i ng f or

the degree to whi ch we have s pr e ad our ri sks, and ar e r eady t o

exp l oit opportunitie s. We do bu s i ne s s in 90 count r i.e s , with

ahout 650 offi c e s out side the Unit ed St a t es and ahout 350 in

25 s t a tes her e at home. Of these more than 400 a r c

offi c es of f i nanc i a l ly related, nonbank i ng s uhs id i :lrjCS , sti c h

as f i nan ce compan i e s , man n~~ment consulting firms, investment

bank s , t ru s t operations, leasing companies , and insuran ce

co ncerns. We e xpect continued growth, a s we ex ten d our act tlar ­

ial ha s e , particular l y in hanking-re lated act iv itie s hath here

and ahroad, and t he ir contri hution t o our earnings s t r e am.

The i mportance o f the actuarial concept c an hes t he

underst ood in th e con tex t o f the hottom l ine, and i s ,'(' 11 i l l us ­

trated by the event s of the l ~ s t fe w week s . Government pr e s ­

s ur e t o hold down the ha s e rat e and the r ea lignmen t of curren cie s

bo t h had an i mpa c t on Ci t icor p . Ne ither even t was eas i ly

pred i ctable.

The adver se impa ct on e a r n i ngs of the squeeze on domes­

tic rates ha s heen of fse t hy th e favorah le impact o f the wider

mar gin s when currenc i es float . So nc t, ne t , net hy s pr e ad i ng

our risks t h e l aw of compen sating force s op e rates 5 0 that often



when one market i s de c li ni ng some o t he r mark e t i s i mproving.

Th i s ha s bee n our expe rience ove r t he ye a r s .

I n a le s s d r ama t ic way we s howed the s ame kin d of

r e sili ency i n 1972. We had be en expe c t i ng a mo r e f avo rah l e rat e

e nv i ronment in the U. S . an d ~ re a t e r l oan demand f rom our malo r

co rpo r a t e bor r owers t h an actua l ly oc cu r r ed. La r~e ly , hec ause

t hi s s cenario di d not ma te r ia li ze , our domestic e arn i ngs were

of f hy fi ve perce nt in 1972 . Rut a s t rong per fo rmance ove rs eas

mor e th an mad e up fo r the low e r dome sti c r e sult s . I ncome fr om

abro ad was up 55 pe r cent l a st ye a r t o $110 mi lli on . 0vc r a l l ,

our operating e arnin gs a f t er ta x f or 1972 was up 20 percent. On

a per sh a re ha s i s we were up 16 pe rrent .

(S l i de HI - Chart on Ge ographi c a l Source s of Ea r n i ngs )

I n OUT annua l r e por t we hre a k down thi s ye a r fo r t he•

fi r st t ime th e oversea s e a rn illgs s t r e am hy geog rap h ic ar ca t o

give yo u an idea o f whe r e we make our money . I th ink you wi 11

agree t ha t the pro f i le in t he over~ ~ n ~ m3r~et s i s reasonah l y

we ll ba lance d. I t ha s taken deca de s to es tablish tIlC pre sence ,

reputation , and s ki l l s needed t o achie ve t he market pene t r a t i on

we are now expe r i enc i ng ahr oad. The fo l lowi ng t \JO s l i des il -

l us t r at e ra ther we l l th e maturin g of our overseas hu sine sse s .



(S lide #2 - Gr id of Ear n i ng . Abroad 1968/ 72 )

I n 1 96 8 we were doi ng bu sines s direct l y I n 50 countries,

of whi ch seven contrihut ed mor e than $1 ,000 ,00 0 t ~ , nnual

earni n gs ; 14 accounted f o r ea rnin~s between $250 ,000 a nd

$1, 000, 000 ; and 29 earned less than $250 ,0 00. By 1972, the

number of countries exc lus i ve of non - c on troll e d a ffi liate s

i ncreased t o 70, 4 0 percent more than th e 1 96 8 figu re.

We have tracked e a r nI ngs of eac h of t he count ri e s i n ­

c luded i n th e 1968 breakdown t o dete rminp wh ere t he y are toda y;

we have a lso chart ed what has happe ne d to th e new operation s

e stab lis hed after 1 96 8 .

(Slide #3 - Growt h in Oversea s Earnin gs 196 8/72 )

• Al l seven f ir st tier c oun t r i es earnin g a mi l l ion

do l lars or mor e in 1968 were s t i l l i n t hat ti er

i n 1 972 .

• Of th e 14 se con d tier countries i n 1968, 13 moved

up to thp f irst tier and e arned over a mil lion

do l lars in 19 72 . wh ile one de clined to t he th i rd

position earning l e ~ s than $250,000 .
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• Six of th e thi r d tier co un t r i es mo ved to t he

mil l i on dollars and ove r ca tego ry ; 10 moved to

th e s econd ti er , wi th 13 r emaining in th e t h i rd

ti e r.

• During t hi s f o ll y · y e a r pe r i od we es t ah lished n ell.'

operations in 20 count r ies . In 197 2, on e o f th es e

countrie s earne d ove r a million do l lar s and one

move d to the s eco n d c a t e go r y .

• I n addition , the amp l i t ud e of count r y earni ngs

varied within the three tiers .

And of cours e , a s we gr ow at hOMe and ah road , the de gree

of depend en ce on an y s ing le ma r ke t become s les s. In ] 968 OUT

to p ten earning coun t r i es abroad co n t r i but e d nearl y 90 per cen t

of the 22 an d 1/ 4 milli on do l l a rs e a r ned i n ove r seas of f i ces ,

Las t year, the co nt r i but i on of our top t en ea rner s dec l i ned t o

about 60 percent of earn ings in ov e rs eas offi ces . Anothe r

i nt e res t i ng cut a t the s e nurnb ~ r s revea l s t h a t the e a r n i ngs

cont r i but i on of th e count ry in t he last pos i t i on of the top ten

earner s was five t i mes gr eat er i n 197 2 than in 1968 . De s pite

thi s r ecord , it i s s t i l l true th a t our mar\et s ha r e in most

countries i s l e s s than one percent . In c r e a s ed market penetration

from t hi s low base, together wi t h rapid l y deve loping economi es

ab ro a d, p rovi d~ co nt inued growt h op po rtuniti e s for Citicorp.



On the domesti c f r ont , i t i s ev i dent from the Cllr rent

mon ey market rate s th a t we a r e f ee l ing H sq ue eze . Exper i ence

ha s t au ght us that th e cur ren t situation ca nnc t l ong p revai l ;

that i s, one ma r ke t rate (ca lled the base rate) canno t cont i nue

to be s i gn i f i cant ly out o f l ine wi t h ot he r marke t rat es .

Either i nt e re st rates will r i s e or t he cos t of fun ds wi l l fa l l ,

and when one of tho s e two occurs, the unnatural pressl lTe on

sp reads will r ecede an d once again we wil l hegi n to hav e or ­

derly credit market s .

Ci t i cor p 's dome stic interest differenti al e arning s can

he menta l ly compar tmentalized a s follow s :

• Firs t, i s our cons ume r busines s . During 1972 , over

80 percent of cons ume r demand and time depos it s , net

of legal re s erve requirements, were e mploye d i n

pe rso na l l oans, re s identi al mort ga ge s , an d fin an cing

related t o cha rg e -ca r d operations.

• Second , is our s pec i a l i zed lending acti v ities i nc l ud ­

ing f ac t or i ng , leasing and re a l es t a te . We have ov er

$1 .5 billion commi t t ed t o r eal es t a t e l end i n g

and are curren t l y realizing positive spr e ads on thi s

sec t or of our domestic busines s.

• Third , i s our co rpor a t e lendini bu sine s s. At year- end

1972 intere st rate s on over $7 hillion of l oans were
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tie d t o the ha se ra t e . Of these , over $6 hi l lion

are i mmediatel )' a ff ected h y changes in the ha se

rat e and an add itional $900 mil lion would he af ·

fe eted within 90 da ys . The vo l ume of t erm l oans

ha s incre ased in the l a s t six mon t hs , and these

l oan s a s you know, whil e tied to t he base , are

booked at increments over it .

The i mp a c t o f the t emporary freez e on our best rate af ­

fec t s les s than 30 percent of our $21 bi llion of t ot al wo r ldwide

loans at yea r end. It is worth not i ng t hat in 1972 Citihank's

a verage base rate was 5 . 25 pe r c e n t an d our ave rage earning rate

on do me sti c l oans was 6 .47 percent .

We a r e s t i l l looking fo r an up turn i n domest ic earni ngs

thi s year (which would continue the fo ur th quarter trend) . We

expe ct hi ghe r average l oa n volume s 3 S t he economy contin ues t o

expand with i nter e st rat e s r i sing moderately . Whi lp as y e t

t he fu l l i mpact o f t he rate s q ~ee z e has n o t heen f el t , the l on ger

the ba s e r a t e i s f ro ze n and marginal costs of f un ds i nc rease, the

greate r the dr ag on e a r n i ng s . Despite t he fact that we locked up our

budget for 1973 before the r ate f r e e ze we a l ready pe rceive the la w of

compensating forc e s taking effect. F or example, now it wil l ta ke 10%

fewer marks , yen, francs, e tc , , to make up one dolla r of ea rnings ab road .



The un de rl y ing ph i l os nphy of th e expand in~ act ua ria l

ha ~ A i s a cont i nui ng a l l ocati on o f re s our ce ~ against op por t un i ­

ti es wh ich aSSllre Ci t icorp' s l on g-t e rm ea rn i ngs gr owth. Our

dive rs i f i c ation pr ogr am abroad be gan i n th e ea r ly 190 0's when

we e xpor t ed good peopl e to pos i t ion Cit ico rp i n the growi ng

markets abroad . Fo r inst ance, ove r the l ast f ew ye a r-s we have

been put ti ng in place a network of f in nnce compani e s whic h

a re now be ginning t o mee t institutional e a r nings ob j ecti ves .

(Slid e " 4 - Ove rseas Finance Compani es)

Finance c ompanie s s i t ua ted in 19 coun tries ac count f or

mos t of our of f s hor e con gen e ri c investment, ri sk a s se t s, and

th e bulk of the earnings, o ffice s and employees . We have est ah ­

li s hed a finance company presence in e ach of our maj or ge ograph­

i c areas overseas . More than half of the earnings come from

the Asi a - Pac ific a r ea wh i ch account s for over 60 percent of our

finan ce c ompany investment s an d risk a s s e t ~ . Our large st f i nanc e

company op eration i s in Australi a , whe r-e WE' own 40 percent of

Industrial Accep tance Corp or a t ion ~n d 50 percent of FNCR ­

Walton s Co r por a t i on , that nation' s s e cond and tenth larRe st

f i n ance companie s.

In perceiving the oppo r t un i t i es offered by the II. S .
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market in t he 197 0 ' s we h~ve rev e rsed th e f low and are nnw

i mporting t he e xpe r t ise we ha ve ga i ned ahroa d in hanking , H~

wel l as finan c ial l y r el at e d hus i nesses.

La s t mon t h we c omp le t e d th e acq u is i t iol1 uf :\ ~t. Loui s,

Missour i ,bas e d cons ume r f i nance co mp any with 8S o f f i ce s i n 14

s t a t es which docs hu s ine s s as Na t i onw i de Fi nanc e.

(S l i de "S . U. S . Map)

The acquisition of Nationwide moves us c l os e r toward

the lon g -range goa l of be coming a truly national financial

se r vices co r por a t i on . We now have 130 offices in 24 s t a t es

out s ide New Yor k Sta te . Thi s comp ar es t o jus t one offi ce out­

s i de met r opolitan New York in 1967. The s ta r s on t he map r cn r e ­

s ent Nat i onwi de o f f ices ; the dot s are Advance Mort gage offices,

the Detro it -headquartered mortgage company acquired in 1970; an d

t he triangles ar e o f f i ce s of Citicorp Leasing, ou r c'omes t Lc

lea sing company_ Squ a re~ mark the offices of Cr es ap , Mc Cormi ck

and Paget , Ct t i co r p t s management consu lting s ubs i di a ry, and fiv e

i n t e r na t i onal Edge Act banking offices are designated hy E' s .

(Slide #6 - Map of New York State)

Anothe r dimension of our domesti c expansion pr ogram i s

our po s itioning in New York St a t e t hrough bank acquisi tjons or
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ce novo bank in g op e r a ti ons.

As you know, st ate l aw n 0 1,' p e r mi t s us t o e s t a b l i s h our

pr e s ence in all o f the s ta te ' s bankin g d i s t r i c ts , i n anti c i pa ­

t i on o f s t a t e wi de b r a nch i ng i n 1 97 6 . As of y e~ r- end 1 972 we

had r ep re s e nta t io n i n Buffal o, Roch e ster, Al b any an d Sllf fo l k .

We hav e now r ece i ved c lea r ance fro m t he r e gula t ory authori ­

t i c ~ t o ac qu i re two add itional banks i n the Syrac use an d t1i rl­

Huds on r egion s . By year -end 19 73 we expec t to have e s t ahli she(J

Ci t ico r p 's presen ce in the major ce nt e r s o f popul at ion and

bu sine ss activit y in New York St ate .

Nat ionwide and the New York St a t e e xpa nsi on nr o­

gram a r e expp c tc d t o he a mode st dra g on e a r ni n gs in 197 3 . We

re ga r d the p05ition ing of Ci t i co r p throughou t New Yor k St a t e

an d acros s the country as p l a nt i ng anot he r crop t o ha rves t i n

the future. We a rc i nve s t i ng t od ay f or t omo r- r- ow' s earni ng

growt h .

A th ird a r ea wh e re we a r e i nv es ti ng i n t ile f ut ure i ~

in r es earc h and dev el opment on t he paymen ts mecllani sms of t o ­

morrow. Ove r th e last thr ee ye ars we hav ~ expensed a ga in st

cu r r ent income ove r $16 mi l l ion develoo in g t e chnol ogy wh i ch

ca n be put t o us c t o evolve an e 1ec t roni ca l lv h ased paym ent s

sy s t em. Su ch a s ys t em c l e a r ly repre s ent s the wave of t he

future .
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Altoge ther th e de gre e t o whi ch we are s ucce ss f u l i n

our endeavors will con t i nue to depen d on t he effe ct ive m an ~ g e ­

men t o f t h is g r owth and fin ancial d ive rs ification . \\'P b e L'ie v c

i n an d pr acti ce decen t r a l i za t i on s uppor t ed a t a l l l eve l s hy a

manageme nt in f ormat i on sys tem . The initi ati ve f o r expans i on

re st s wi th our l ine managemen t wo r ki ng with in PToa dly e s t ah l i sh ­

e d poli cy guidel in e s.

Ou r group manag ers s ubmi t formal plans , whi ch in cl llde

ea r n i ngs ohj cct i V P S , ma r k e t s tra teg ies , a s well as resou r ce

r equirement s . Annually, Bill Spe nce r , Ed Pal mer and I r eview

th e s e p lans in l ight o f i ns t i t u t ion a l ob j ect ives and e st ahl i s h

p r io r i t i es; mon t h ly we track the pe r form ance result s. Ea ch

q ua rte r we r ev i ew our busine s s s t r a t e g i.e s t hro ugh th e foll owi ng

yea r . By t hi s p r ocess we c on t i nua l ly eva l ua t e o u r options and

r eRppra i s e t he a l l oca t ion of r e source s i n th e cont ex t of the

f l u i d env I r'onmen t s whi ch imp a-ct our bu s ines s.

We r e c ognize t ha t in t he finan ci al se r vi ces busi n ess

t he key r e source i s pe ople. Ci t i c or p ' s ab ili t y t o grow ha s heen

and will co nt i n ue t o he de pen den t upon our abi li ty t o attra ct

and r et ain very c ompet en t pe ople in a h i~hl y c ompet i t i ve en ­

Vironment . Ci tico r p lia s hi re d some 2 , 200 cn l l e ge trainee s in

the Uni ted Sta te s al on e in the la st 15 years . M ore than half of t hem hold M BA

or o ther graduate d e grees a nd 12.00, o r 55 percent a re still with
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us. The intense demand s of our hu sine s s an d the hreadth of O IIT

geo gr aph ica l base of fer OllT m~n an d women a high velocity o f

e xpe r ience in managerial challenge and pr of i t r esponsi hilit y.

They suppl y Ci t icor p with an e xcep ti ona l pool o f e nt rep re ne uria l

tal ent and the energy needed to s us t a i n ou r mome n tum of growt h

and innova t ion .

Ana l ys ts have told us that Citicorp di ffers fr em ot he r

growth companies in that there i s hardly anything we do that

i s proprietary. That viewpoint takes, I think, an overl y

mechanistic view of the business world. Knowhow and experience

c anno t he patented, but are neverthele s s important in ma i n tn i n ­

l og bu siness s uc ces s and leadership. We believe that Ci t icor p ,

compos ed as it is of talented and highl y motivated ne opJe, i ~

a n organization which is. in its own way, propri etary . It ha $

personnel. the s ys t e ms and the knowhow to cont i nue to grow

the earnings s t r e am to meet corporate target s .

The quality of our earnings mix, ha s ed as it i s on th e

widest pos sibl e market s pr ead , is our best insurance that our

e a r ni ng s t re am Nill cont i nue t o grow.



GEOGRAPHICAL SOURCES OF OPERATING EARNINGS
(I n Mi llions of Dollars and Percents)

-, 46%

$19 Asia Pacif ic $34
- ,~ ~

15%
$15 Canada and $31

caribbea n

$23 Eu rope $26

$ 3South America s 8

$11 South Asia, $11
Middle East
and Afr ica

-$168 TOTAL $201

1971 1972.. ..
$97 United States $92 ,t57%



BREAKDOWN OF COUNTRIES BY CONTRIBUTION
TO OVERSEAS EARNINGS - 1968-1972

NUMBER OF
COUNTR IES WITH
EARNINGS: 1968 1969 1970 1971 1972

TIER I
MORE THAN $IMM 7 11 10 20 27

TIER "
$250M to $IMM 14 19 15 13 11

TIER III
LESS THAN $250M 29 27 37 34 32

TOTAL: 50 57 62 67 70



GROWTH IN OVERSEA S EARNINGS

---1972---
1968 TIER I TIER II TIER III

TIER I
More than 7 7
$IMM
TIER II
$250M 14 13 1
to $IMM
TIER III
Less Than 29 6 10 13
$250M

TOTAL
.

50

NEW COUNTRIES 20 1 1 18

1972 F F +TOTAL COUNTRIES 70 27-- 11 32
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CITICORP NETWORK OF OVERSEAS
FINANCE COMPANIES

Do

(J
L./

-24 Present ""'-f l• 4 Proposed
0

0

FIVE YEAR HISTORY
1968 1969 1970 1971 1972-

Countr ies 5 10 14 17 19

Companies 5 II 17 22 24

Risk Assets ($MMI 140 205 201 1,024 1,760
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SUBSIDIARY OFFICES & REPRESENTATIVES

• Advance Mortgage. 25
.. Citicorp Leasing . 7
• Cresap, McCormick & Paget . 4* Nationwide Finance- 85
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