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Four Longer Term Trends…One Short Term Crisis…

Globalization of Economies & Client 
Complexity

Increasing Regulatory Requirements & 
Infrastructure Changes

Heightened Risk Awareness & Constraints on 
Capital & Liquidity

Change & Consolidation

How would you rate the current 
general business environment?

Positive (5-7)
19%

Neutral (4)
18%

Negative (1-3)
63%

Source: FIMetrix

Survive Now to Thrive Later



Globalization of Economies & Client Complexity

Client demographics are changing: their 
needs are growing more sophisticated in 
response to competitive pressures

They are increasingly looking outside their 
traditional market for growth

Banks must develop competitive products 
and/or establish operations in new 
international markets
– or risk losing clients to the competition 

who can service their needs

Development of new products requires 
expertise and spend of scarce technology 
funds

Operating in new and unfamiliar markets is 
risky 
– Cost of non-compliance with local 

regulations is severe
– Lack of scale is an issue

Importance of Being a Multiple 
Currency Provider
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12%
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Source: FIMetrix



Increasing Regulatory & Infrastructure Requirements

• Regulators want banks to control illegal 
activity and manage risk [Patriot Act, FATF 
SR 7, OFAC] 

• Regulators are insisting on more stringent 
COB standards [Resiliency Guidelines] 

• There are increased requirements for 
transparency and corporate governance 
[Sarbanes Oxley, SAS70]
– Europe: Single Euro Payments Area 

(SEPA), Target 2, BIC & IBAN
– CLS expansion to include new currencies 

and markets
– MIFID, Cross-border ACH

• Increased investment in new technology 
to monitor flows

• Investment in management practices for 
payment risk, credit risk, operational risk 
to ensure regulatory compliance

• New market infrastructures have changed 
the competitive landscape, especially in 
Europe

• Banks need scale and upgraded 
technology platforms in order to be a 
participant

New client
solutions
Regulatory
changes
Managing core
capabilities
Operational
efficiency

New client
solutions
Regulatory
changes
Managing core
capabilities
Operational
efficiency

Spend Priorities 2010 Ideal Spend Priorities 2010

Source: June 2009 Survey of Citi Clients



Raising the Bar on Capital & Liquidity
Libor-OIS spreads demonstrate that Crisis is 
driven by Liquidity crunch and then by Credit 
Risk
Government intervention helped reduce 
liquidity premiums, but ongoing credit 
concerns produced re-pricing and re-
evaluation of counterparty risk
Failure of Debt ratings as predictor of safety
Counterparty Risk evaluation must include 
assessment of their  “Systemic Importance”
“Fed programs were aimed toward 
improving both aggregate liquidity, and also 
the distribution of liquidity”
-- Staff Report no.389, September 2009

Correspondent Bankers adjusting to new 
realities around the cost of capital and the 
multiple demands placed on it
Good rebates are not enough!
Must manage liquidity to ensure correct 
balance between risk and return
Must maintain adequate and reliable 
funding sources 

As you start 2009, how would you rate your level of 
confidence in the items below?

52% 17% 31%

53% 24% 23%

65% 16% 19%

67% 16% 17%

71% 19% 10%Euro Providers

Future of Bank-to-Bank Services Business

USD Providers

Ability to Access Liquidity

Ability to Access Credit

Confident (5-7) Neutral (4) Not Confident (1-3)

Source: FIMetrix



Market Change and Consolidation
Has your network of correspondent banks 
changed as a result of the current market?

Yes
46%

No
54%

Source: FIMetrix

Products Banks Intend to 
Add or Replace a Provider
Average WE/NA CEE ME LA A/P

Commercial
Payments 81% 80% 70% 81% 79% 96%

Treasury 
Clearing 49% 41% 66% 40% 44% 55%

Cash Letter 28% 47% 8% 15% 24% 46%

Letter of Credit
Reimbursements 22% 13% 4% 49% 23% 21%

Letter of Credit - - 23% - 50% 22%

- Not  asked.
(Percent listed is among banks that intend to add/replace a provider and is a net of USD/Euro.)

Source: FIMetrix

New reality: multiple nostro accounts 
across multiple currencies are difficult to 
manage and increase both cost and risk
Must rationalize down to core group of 
trusted partners who are positioned for 
long term
Commercial Payments products especially 
under threat
Correspondent providers must offer a 
broader, deeper position

Consolidated
87%

Increased
13%

How has your network of correspondent 
banks been affected?

Source: FIMetrix



Key Drivers of Revenue are Under Siege…
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Short-term is L-shaped
Build market share now to position for market recovery
Risk margins are normalizing, but risk appetite remains suppressed



Banking in the Wake of the Crisis: A Summary of Challenges
• Globalization is driving convergence of cash & trade business to

meet clients’ growing needs
• Heightened mandatory regulatory spend crowding out budget 

available for upgrades to technology and platforms
• Increasing cost of capital and credit, with multiple demands on a 

scarce resource
• Fluid risk picture, and need to consider level of ‘Systemic Importance’
• Consolidation and the changing face of correspondent relationships

When do you anticipate a return to a more routine business environment?

2009
42%

2010 or beyond
58%

First half of 2009
3%
3rd quarter of 2009
17%

4th quarter of 2009
22%

Source: FIMetrix





Growing the Pie
• Service New Cross-border Flows

• Integrate/link your Trade business
• Multi-currency payment offerings

• New Customer Segments
• Mobile Payments
• Remittances
• Consumer Flows

• Build Market Share
• Value-added services that 

differentiate you from competitors

100,000 – 500,000100,000 – 500,000

500,00 – 1 million500,00 – 1 million

1 million +1 million +

Remittance flows to South Asia 
grew 33% in 2008

Cities w/ 100k+ Foreign Residents



Improving the Taste & Adding Variety
• New Solutions to Meet Customer Needs

• Ability to manage payment values and 
deductions

• Payment prioritization/control and liquidity 
management tools

• Providing global capabilities across local 
markets for full spectrum of services

• Improve Services & Resolution Times
• SWIFTNet E&I standards
• Real-time access & control of payments 

information
• Beneficiary notification 



Earning More From Each Slice
• Revenue Maximization

• Optimizing charging structures like 
Charge Bene and Full Value Transfer

• Introducing tier or location-based 
deductions

• Achieving STP 
• SWIFTNet Solutions like Cash 

Reporting & FileAct
• Transparency & control tools
• Access to payment systems and flow management

• Identify New Profit Pools
• FX revenue opportunities throughout payment cycle
• Liquidity tools for better return

Peer Group

Current Practice Revenue Optimization Benefit

Fee FX Charge FX Charge FX Total

$251,186 $388,934

$575,175

USD + 
Euro $140,421 $0 $511,310 $564,830 $399,280 $564,830 $964,110

$313,644

$137,749Total 
USD $59,249 $0 $186,965

$261,531

$251,186

$313,644Total 
Euro $81,171 $0 $324,346

Your Citi Nostro account BeneficiaryBeneficiary's bank

Foreign 
currencyUSD/EUR

1. Payment origination 2. FX conversion 3. Payment delivery

Foreign 
currency

FX Spread 
Revenue Share

New FX Process

Client Analysis: Revenue Optimization Sample



Food for Thought 

Headwinds will continue but our industry will survive

Drive your business forward by actively sourcing more flows

Strategic partnering and white labelling add a critical dimension

Extract more value from the chain
– Capture FX component

Utilize latest management tools for:
– Liquidity position
– Payment status & efficiencies
– Risk mitigation

Learn more…come see us at 1G07!



© 2008 Citigroup Global Markets Inc.  Member SIPC.  All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and 
registered throughout 
the world. 

IRS Circular 230 Disclosure:  Citigroup Inc. and its affiliates do not provide tax or legal advice.  Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or 
relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction").  
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.
Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements.  This presentation is not a commitment to lend, syndicate a 
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment.  Nor are we acting in any other capacity as a fiduciary to you.  By accepting this presentation, subject to 
applicable law or regulation, you agree to keep confidential the existence of and proposed terms for any Transaction.

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

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

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

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

efficiency, renewable energy & mitigation

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps 
to address this important issue of climate change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of 
alternative energy, clean technology, and other carbon-emission reduction activities; (b) committing to reduce GHG emissions of all Citi owned and leased properties around the world by 
10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power for our operations in 2006; (d) creating Sustainable Development Investments (SDI) that makes 
private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to clients for renewable energy development and projects; (f) producing 
equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the 
issue of climate change to help advance understanding and solutions. 

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