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Research Update:

Citigroup Inc. Outlook Revised To Negative
From Stable; Ratings Affirmed, Hybrid Capital
Issues Upgraded

Overview

« W believe there is increased uncertainty about the U S. governnent's
wi Il lingness to provide additional extraordinary support to highly
systemcally inportant financial institutions in a way that will benefit
debt hol ders.

« W are revising our outlook on Citigroup to negative from stable and
affirmng the ratings.

* W are also raising our hybrid capital issue ratings (excluding preferred
stock ratings) on Citigroup

« W believe Citigroup's stand-al one position has inproved.

Rating Action

On Feb. 9, 2010, Standard & Poor's Ratings Services revised its outl ook on
Citigroup Inc. (Cti) to negative fromstable. At the sane tine, we affirnmed
our counterparty credit and debt ratings on Citi (A A-1l; holding conpany). In
light of what we view as inproved stand-al one characteristics, we raised the
ratings on its hybrid capital issues to 'BB-' from'B+ (excluding its
preferred stock, which we affirned at 'C).

Rationale

The outl ook revision reflects our increased uncertainty about the U S
government's willingness to provide additional extraordi nary support to highly
systemically inportant financial institutions in a way that will benefit debt
hol ders. W previously stated our belief that the extraordi nary support was
tenmporary. W believe narkets are beginning to stabilize and the U S.
government is seeking ways to reduce the potential for noral hazard and
system c risk associated with large financial institutions.

One such effort to reduce these risks is evident in the House bill (H R
4173) passed in md-Decenber that would specifically preclude the governnment
from nmaki ng conpany-specific bailouts, and would allow it to use public funds
to assist in winding dowmn an ailing financial institution only if that
entity's debt holders incurred | osses (see "Potential Legislation Could
Constrain Governnment Support to Financial Institutions And Affect Ratings On
Financial Institutions," published Dec. 16, 2009, on RatingsDirect). The
subsequent |y proposed Financial Crisis Responsibility Fee, which would inpose
a significant cost burden on the |argest banks, further underscores the extent
to which the political climte may affect bond hol ders of these conpanies
adversely. If such legislation were enacted in the formthat has been
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proposed, it could cause us to revise the analytical basis we currently use
for inputing extraordinary governnent support in our ratings on Citi and other
highly systemi cally inportant financial institutions.

At the sane time, we recognize the inprovenment in Citi's stand-al one
credit profile. Accordingly, we now enhance the rating by three notches to
reflect the potential for additional support, conpared to the four notches we
had i ndi cated previously. W continue to assunme that the U S. government will
support highly systemcally inportant financial institutions such as Citi at
the "A holding conpany rating level. Gven what we view as inprovenent in
Citi's stand-alone credit profile, renoval of extraordinary governnment support
as a rating factor could result in a downgrade of Citi, but to a | esser extent
t han under prior scenari os.

The upgrade of Citi's hybrid capital issues reflects our view of the
i mprovenent in Citi's stand-alone credit profile. W believe that the risks to
hybrid i ssue investors are dimnished given Citi's inproved capital position
and significantly I ower reliance on hybrid capital, conpared to one year ago.
We affirmed our 'C rating on Citi's approximately $320 million of preferred
stock, on which dividends continue to be suspended.

During the past year, we believe Citi has made significant strides in
inmproving its capital adequacy by conpleting a | arge-scale hybrid capita
exchange offer (in third-quarter 2009), various asset sales, and commpn stock
i ssuances. At the sane time, Cti's financial flexibility has benefited not
only froman inproved fundi ng environment, but fromthe conmpany's downsized
asset base, growth in deposits, and conservative liquidity nanagenent.

Al though Citi renained unprofitable in fourth-quarter 2009, we believe it
shoul d be able return to profitability within the next few quarters, as credit
pressures abate. Longer-term we expect Citi to be able to sustain nuch nore
solid financial performance than in 2007-2009, given a nore conservative risk
appetite in its trading operations, a nore cautious approach to underwiting,
and the extensive restructuring and cost cutting it has been pursuing.

Outlook

The outl ook is negative. Qur rating on Citi continues to be enhanced,
currently by three notches, to reflect the potential for additiona
extraordi nary governnent support, should this be necessary. Utinately, the
counterparty credit rating and stand-al one creditworthiness may converge at
the current stand-alone profile level (if it becanme necessary to renpve
enhancenent for governnent support as a rating factor and we saw no apparent
additional inprovenent in Citi's stand-alone credit profile); converge at the
| evel of the current issuer credit rating (if there were very substantia
improvenent in Citi's stand-alone credit profile); or end up sonewhere in
between (with a conbinati on of weaker governnent support and some inprovenent
in the stand-alone credit profile).

We are uncertain whether Citi will be able to show sufficient additional
i mprovenent in its operating performance and profitability over the next two
years to benefit its stand-alone credit profile and narrow the current gap
bet ween the counterparty credit rating--which incorporates our assessnment of
potential extraordinary government support--and its stand-al one
credi t wort hi ness.
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Standard & Poor's Ratings Services will hold a tel ephone conference call
on Feb. 9, 2010, at 11:00 a.m Eastern Tine that will include a discussion of
this rating action. The live dial-in nunbers for this call are: for the U S.,
Canada, and all others, 1-210-795-1098; for the U K., 44-20-7108-6248. The
conference IDis 1837776, and the passcode i s SANDP.

Related Research

« "External Support Key In Rating Private Sector Banks Worl dw de," Feb. 27,
2007

e "Credit FAQ External Support In Bank Ratings," March 9, 2007

* "How Systemic Inportance Plays A Significant Role In Bank Ratings," July
3, 2007

Ratings List
Ratings Affirned; CreditWtch/ Qutlook Action

To From
G tigroup Inc.
Citigroup Japan Hol di ngs Corp.
Citigroup @ obal Mrkets Inc
Citigroup d obal Mrkets Hol di ngs Inc.
Counterparty Credit Rating Al Negativel/ A- 1 Al Stable/ A1

Citibank (South Dakota) N. A, Sioux Falls
Ctigroup Pty Ltd.
Ctibank N.A. New York, NY
Ctibank N A (Canadi an Branch)
G tibank Japan Ltd.
Citibank International PLC
G tibank Europe PLC
Counterparty Credit Rating A+/ Negative/ A-1 A+/ St abl e/ A-1

Upgr aded
To From
Citigroup Inc.
Preferred Stock BB- B+

Citigroup Cap XV
Preferred Stock* BB- B+

Citigroup Cap XV
Preferred Stock* BB- B+

Citigroup Cap XVII|I
Preferred Stock* BB- B+

Citigroup Capital 111
Preferred Stock* BB- B+
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Citigroup Capital IX
Preferred Stock*

Ctigroup Capital VII
Preferred Stock*

Citigroup Capital VIII
Preferred Stock*

Citigroup Capital X
Preferred Stock*

Citigroup Capital Xl
Preferred Stock*

Citigroup Capital XX
Preferred Stock*

Ctigroup Capital XV
Preferred Stock*

Citigroup Capital Xvili
Preferred Stock*

Citigroup Capital XX
Preferred Stock*

Citigroup Capital XXl
Preferred Stock*

Ratings Affirmed

Banco Citibank S. A
Counterparty Credit Rating
Forei gn Currency
Local Currency

Banco Naci onal de Mexico, S. A
Counterparty Credit Rating
For ei gn Currency
Local Currency

Certificate OF Deposit
Bank Handl owy w Warszawi e S. A
Counterparty Credit Rating

Local Currency

Ctibank (South Dakota) N A.,
Citibank N. A New York, NY
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( Banamex)

BB-

BB-

BB-

BB-

BB-

BB-

BB-

BBB-/ St abl e/ A-3

br AAA/ St abl e/ br A-1

BBB/ St abl e/ A- 3
mxAAA/ St abl e/
mxA- 1+

BBB/ A- 3

(Unsolicited Ratings)

BBBpi /- -/ - -

Sioux Falls

B+

B+

B+

B+

B+

B+

B+

B+

B+

B+
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Ctibank N A (Canadi an Branch)

Certificate OF Deposit
Local Currency

Citi bank Europe PLC
Ctibank Japan Ltd.
Certificate OF Deposit

Citibank Korea Inc.
Counterparty Credit Rating
Certificate Of Deposit

Ctibank N. A (Uruguay Branch)
Counterparty Credit Rating
Forei gn Currency
Local Currency
Certificate O Deposit

Ctigroup Pty Ltd.
Certificate O Deposit
For ei gn Currency

Citigroup Inc.

Seni or Unsecur ed
Seni or Unsecur ed**
Subor di nat ed
Preferred Stock
Commer ci al Paper

Associ ates Capital Corp PLC
Seni or Unsecur ed*
Conmer ci al Paper*

Associ at es Fi nance | nc.
Conmer ci al Paper*

Associ ates First Capital Corp.
Seni or Unsecur ed*
Subor di nat ed*
Commer ci al Paper*

Banco Naci onal de Mexico, S. A
Seni or Unsecur ed

CtiFinancial Credit Corp
Seni or Unsecur ed*
Conmer ci al Paper*

Citi bank Canada
Conmrer ci al Paper ***

A+l A-1

At/ A-1

BBB+/ St abl e/ A-2
BBB+/ St abl e/ A- 2

BB-/ St abl e/ B
uyAAA/ St abl ef - -
BB-/ B

At/ A-1

( Bananex)
MK AAA/ St abl e
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Conmer ci al Paper ***

Citibank International PLC
Seni or Unsecur ed

Ctibank N A (Canadi an Branch)
Commer ci al Paper
Conmrer ci al Paper

Citibank N. A. New York, NY
Seni or Unsecur ed**

Citigroup Finance Canada Inc.
Seni or Unsecur ed*

Conmer ci al Paper*

Commer ci al Paper*

Citigroup Funding Inc.
Seni or Unsecur ed*
Seni or Unsecur ed**
Seni or Unsecur ed*
Subor di nat ed*
Conmer ci al Paper*

Citigroup dobal Mrkets Holdings Inc

Seni or Unsecur ed*
Subor di nat ed*
Commer ci al Paper*

Citigroup @ obal Mrkets Inc
Commer ci al Paper

Citigroup Japan Hol di ngs Corp
Seni or Unsecur ed

Citigroup Netherlands B. V.
Conmer ci al Paper*

Citigroup Pty Ltd.
Seni or Unsecured
Seni or Unsecured****
Short-Term Debt ****

Safety First Trust Series 2006-1
Seni or Unsecured****x*

Targets Trust XXV
Seni or Unsecur ed*

Targets Trust XXVI
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A-1(M D)

A+

A1l
A-1(M D)

A
A1l
A-1(M D)

A+

A- 1+
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Seni or Unsecur ed* A

Washi ngt on Mutual Fi nance Corp.
Seni or Unsecur ed* A
Conmer ci al Paper * A1

*Cuaranteed by Citigroup Inc.

**Quar ant eed by Federal Deposit Insurance Corp.
***CQuaranteed by Citibank N. A. New York, NY
****Quar ant eed by the Commonweal th of Australia
***x*uaranteed by G tigroup Funding Inc.

NB: This list does not include all ratings affected.

Conplete ratings information is available to RatingsDirect on the d obal

Issues Upgraded

Credit Portal subscribers at www. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.com All ratings affected by this rating

action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the [eft

col um.
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