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L. Executive Summary

i,
citigroup.

Market Trends (pgs 4-5, 13, 22)

Risk Manager Estimate Stress Testing (pgs 9, 17-18, 26)

Market Risk Exposures (pgs 6-8, 14-16, 23-25, 30-31, 35-36)

CDS spreads continued their tightening trend through .
2H06 amid strong corporate eamings, cyclically low
default rates and demand from structured credit products,
Spreads of US auto names continued to recover from the
extreme levels seen in late 2005,

In the synthetic CDO market, equity tranche spreads .
tightencd and correlation skews flattened amid the stable
market environment and, in recent months, due to the
introduction of CPDQ structures. .
Global CDO issuance more than doubled to nearly
$400bn, a new all-time record. Citigroup was second in
the league tables with an 11.4% market share,

The RME for USCT increased $32mm to $206mm in
4Q06, driven by a more defensive CRO1 exposure,
particularly in non-investment rated credits. Spread
tightening stress assumptions for high yield were
lowered given the alrcady tight spread environment.

The RME for US Correlation Trading decreased from
$89mm to $50mm in 4Q06 on decreased iTraxx CorrO1
exposure,

The RME for the CDO Warcehouse increased by $10mm
to $159mm in 4Q06 from higher ABS spread exposure.
The RME for the CDO Ex-Warehouse was little changed
at $151mm.

P&L Results (pgs 10, 19, 27, 32, 37

in overnight, jump-to-default terms. Exposure to single
names is not unduly concentrated.

US Correlation ‘Trading flattened its net correlation
exposure during the period,

The Cash CDO warehouse grew by $3.3bn due to a
number of high grade ABS CDO deals in various stages of .
ramp-up. Demand for CLOs remained strong.

GPO bought over $20bn in CDS protection to bring its
outstanding GPM loan hedge program to over $60bn. .
Most protection purchased during the period was in
investment grade credits for RAP asset relief purposes.

®  With spreads at cyclical lows, the USCT desk became ® USCT’s P&L results improved substantially in 2HO06,
increasingly positioned for spreads to widen, particularly lifting YTD P&L to 72% of the $90mm plan.
in high yield names. It remained primarily net long credit * P&L for NA Structured Credit Derivatives was weak

compared with 1H06. Correlation Trading was impacted
by changes to analytics used to value synthetic tranches
and higher bid/offer and liquidity reserves. The TRS
business reversed $12mm in previously taken upfront
gains in November.

Cash CDO monthly P&L averaged $35mm during the
period on the back of record CDO issuance and
remained on track to make its $435mm full year budget.
Losses for the GPO loan hedging program were
$(240)mm as the program continued to suffer from
spread tightening, particularly in autos, leaving YTD
losses through November at more than $(450)mm.

New Products / CMAC Review (pgs 11, 20, 28, 33, 38)

NA Structired Credit Derivatives submitted a number of requests to CMAC for one-off and program approval amid continued

product innovation, parlicularly in the Correlation Trading arena.

The Cash CDO desk took a number of new products to CMAC, including Leveraged Super Senior Notes (LSS) and a number of

novel financing transactions that vary slightly from the more convention

al warehouse facility agreements.

With the advent of the Loan-only CDS (LCDS) market, the GPO-GPM desk obtained CMAC approval to buy LCDS to hedge
loans. Going forward, this should reduce the basis risk that exists between the underlying loans and the CDS contract that
primarily reference senior unsecured bonds on CDS that reference senior unsecured debt.
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IL. US Credit Trading: Key Market Risk Exposures CItBJ"OUPJ

* The desk cut its net short protection position in late summer, opening a short credit / long protection
position in September and October as the market continued to rally. It sharply reversed its jump-to-
default position in October as demand for CPDO structures sent spreads tighter

* The desk increased its CRO1 exposure during the period, remaining positioned for spreads overall to
widen, especially in single B names

* The desk decreased its structural long Cash / short CDS basis risk exposure from $(3.0)mm to
$(2.1)ymm/bp

Notional/ Market Value SMM

Ratings 30-Jun-06| 31-Jul-06] 31-Aug-06) 30-S ep-06| 3)-Oct-06 30-Now06!
AAA 249 278 274 256 237 291
AA (46) 28 179 123 153 221
A 878 774 691 862 413 1,099
BBB i (401) (156) (1,144) (1,677) (2,244) (409),
BB (270) 173) (144) (612) (390) (510)
B 416 361 20 (272) t3) 162
CCC & Lower 296 194 264 12 4] 398
Total 1,123 1,306 141 (1,309) (1,793) 1,251
CROI $K/)bp

Ratings 30-Jun-06]  31-Jui-06 31-Aug-06] 30-Sep-06 3]1-Oct-06 30-Novd6
AAA 65 36 32 2) 42 3]
AA 193 151 124 107 199 223
A 159 369 537 430 629 325
BBB (617) 767 (487) (497) (178) (555)
IBB 37 (58) (62) 82 124 176
B 784 747 839 1,073 1,199 1,145
CCC & Lower (54) 22 69 (149) (48) 308
Total 567 501 1,052 1,094 1,969 1,654
Basis CRO! SK/ 1bp

Ratings 30-Jun-06| 31-Jul-06] 31-Aug-06 30-Sep-06] 31-Oci-06 30-Nov-06]
Bonds (3.037) (2,885) (2.512) (2.006) (1,909) (2,098)
Singie Name CDS 3,934 3,897 4,140 3,677 4,299 3,859|
IndexCDS (329) (511) (576) (578) (421) (108),
[Total 567 501 1,052 1,094 1,969 T654
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IL. US Credit Trading: Single Name Concentrations citigroup)

Top 10 exposures ranked by limit usage

30-Jun-06

Issoer

I IJul06 T 3-Avg 05
First Weve Marine Inc ’

Sovereign Bancorp loc BB (244) (4]

Supervalu Inc B 146 81% ; N T

Graham Packaging Co fnc B 120 80% 2 - SraRe iy g & T

|Continneniol Aislines Inc <=CCC 44 58%] Intelsat Holdings Lid «=CCC 48) 64%
<= CCC 2 Ford Mator Co B 140 56%

Weish Carson Anderson QS - P Aquila Inc <=CCC 40 53%

Forest Oil Corp BBB- (178) S1%|Supervalu Inc 8 95 53%)

JC Penncy Colne <=CCC an 50%|DJ CDX NA XO BB 131 52%

DI CDX NA XO BBB- (170 49%{DJ CDX NA 1G High Vol BBB- 251 50%)

Hess Comp BBB+ {237)

65

Intetsal Holdings Ltd <~CCC 44) 58%{NA BY Indexss raied B

Tenet Healtbeare Corp c #) ST%|DICDX NA IG

|Supervata inc B 6 51%|Vistoon Comp 3%

Continental Airlines Inc <=CCC (36) 49%Aquila Inc <=CCC 38 S1%] Xcel Fnesgy Inc
{Southwest Airlines Co BBB (236) 47%/Southwest Airlines Co BBB4 (239) 48%)|El Paso Corp

Avis Budget Group Inc <=CCC [a?)] 45%ll'C Peuney Co Ine BBB- (165) 47%| Csblevision Sy stems Corp
Aquila Inc <=CCC 34 45%|Tenet Health Carp [ 35 47%{DJ CDX NA IG

* Highlighted names indicate that utilization has been consistently concentrated among a few
selective names during the period
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IL. US Credit Trading: Limit Activity

cutlgroufa'f

Limit Excesses

Date of Excess 1imit Descdﬂon Actual Resolution Date
1171472006 Single Issuer (GM) The desk excoeded its GM temporary fimit exception of $250MM by $30MM, or by 12% 11716/2006
1171772006 Single Issuer (Tenet) The desk exceeded its Tenet (CCC & below) limit of $75MM by $2M M, or less than 3% 112272006
127132006 Single Issuer (HCA) The desk exceeded its HCA (CCC & below) porary sub limit exception of $150MM by $1MM, or less than 1% 127182006

Limit Exceptions
Exception Date  Limit E Expiry Date

/1512006 Single fssuer (GM) Thelimit was increased for parent GM from $75mm (o $ 1 50mm and fimit for GMAC and Rescap bonds (rated BB3) V1132006

were kept at $250mm.
" As the bulk of the EETC relsted debts were rated AAA the limit for those were increased from $75mm to $150mm

872472006 Single Issuer (Dclta) while capping the <= B3 issues a1 $7Smm, 11/22/2006

912522006 Single Issuer (Continental Airlines) 1 allowed 1_h= business lo.buy higher rated pass-through centificates with increase in limit from $75mm 10 $250mmm 122272006
while capping the <= BB issues at $75mm.
This exception allows us to segregate between Ford paren: and higher rated Ford M otor Credit for single issuer limit

10/30/2006 Single Issuer (Furd) monitoring pumoses. Specifically it ullows Ferd Motor Credit to get $250mm limn while capping the limit for Ford 17112007
parent 21 $150mm.
1t aliowed the business to accurmulate mare issues in its st rateic account following LOO announcement which also

111132006 Single Issuer (HCA) resulted in downgrade of HCA senior unsecured debis 1o CCC. CCC limit was increased from $75mm (o $150mm and $/30/2007
B limit was inareased by $100mm from $150mm 10 $250mm.

11/1472006 Single Tssuer (GM) The limit was increased for pereat GM from $75mm to $150mm and limut for GM AC and Rescap bonds (rated BB3) 21272007
were kept at $250mm.

. . Total single issuer (B&BB) limit was increased to $200mm from S1 50mm, kecpinga cap on the single issuer B limits at /

11162006 Single Issuer (Frecscale Semiconductor) $150men; this doted i d activity subsequent 1o the pricing of $5.9bn in new debt V1512007

112212006 Single Tssuer (TENET) TENET limit was increased from $75mm to $125mmto date i d flow for gic hold 2/19/2007

11722/2006 Single Iasuer (Good Year) GoodYear limit of $150M M was increesed 10 $175mm to accommodate customer flow 2/192006

11/30/2006 Single Issuer (GMAC & Rescap) This exception was required as GM sold GM AC to Cerebus and needed separate entily exception. 2122007

Permanent Limit Changes

Effective Date

1A

Limit

Limits for CDS Indices will be
removed and replaced with trigger
structure

Description

The proposal is to retain triggers against index-only exposures o alert us to a build-up in risk concentration
until business is able to properly decompose indices into their constituent names both for CROI and JTD
purposes

FCIC-FRBNY000522

U\\...-.

b?. '\\sl-\\-l k‘i



A,
II. US Credit Trading: Quarterly RME Stress Testing Cltlgl" oup]

* The RME increased $32mm to $206mm from 3Q06 to 4Q06, driven by increased CR01 exposure,
specifically in non-investment grade credits

* With spreads reaching new cyclical lows, the desk continued to position itself to benefit from
spread widening

* Historically low spread levels in high yield led to a change in spread-tightening scenario for non-
investment grade names: stress moves for BB, B and CCC & below were eased 25bps, 50bps and

100bps, respectively.
4Q06 3Q06 Difference
Factor Sensitivity Avg Act Avg Abs Avg Act Avg Ats
$SKhp SKaop Stress Mowe | PEL (SMM) SKnp SKp Stress Mowe | PEL (SMM) p P&L
US Credit Trading (206) (174 [E3)
CRO1 1395 1554 (168, N 469 {120) 1,085 (49)
AAA 18 19 (15) (0) 41 41 (15); ) {22) 0
AA 158 160 (15| ) 156 156 15) (&) 4 ©)
Al 548 549 (20), () 216 250 (20) {5) 299 (O]
BBB {449} {450) (25) 1} {693)/ {700) (25) {8 50 (L))
BB; 41 6 5 (6) B 78 {100) (8)] 23] 2
B 1056 1056 (100) (106)] 714 716 (150) {107) 30 2
cCC b7 144 (175)1 25) () o) 75 20 as (45)1
DVO) (&)h (68)) 75 o (zoq# (203) 75 as) 9
Basls Risk (MMsbp) {30)) (34) 4
Yield Curve Risk (MMn) {31) (39, 8

2oy ot Yerd
'S_l( Q,,.,_;SLQ‘ %Vne:u.&
Wsc)of\:'O\
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II. US Credit Trading: P& Summary

cntgroufﬁ"

US Credit Trading 31~Jul-05] 31-Aug-06) 30-S ep-06) 31-Oct-06 30-Nov-06| YTD 2006 2006 Plan Run Rate
Investment Grade (285), (2.486) 4,192 3,598 1,170 26,007

Investment Grade CDS (3,220) 2,728 3,148 1,170 {16 (177)]

High Yicld 3,834 4,693 6,037 5,629 18,468 78,305

High Yield CDS (5275)] (2,618) (2,747) (3.688), 2,153 (44,520)

Total (4.946)[ 2,317 10,629 6,709 22,507 59.615 90,000 2%

* YTD P&L through November was $59.6mm, or 72% of 2006 prorated plan

* P&L highlights over the July — November 2006 period include:

* In July, the desk reported P&L of $(4.9)mm from spread tightening in the consumer
products and supermarket retail sectors, spread tightening in the CDX HiVol index and

FCIC-FRBNY000524

spread widening in High Yield index names

In September, P&L of $10.6mm was broad-based, although index trading benefited from

increased flow due to the CDX roll

In November, the desk reported P&L of $22.5mm, mostly driven by gains from bid/ask
spreads earned on CDS protection sold to GPM’s loan portfolio, gains from flow trading
in the new HCA and Freescale high yield debt issues, and rallying bond prices in the
airline, auto, precious metal and hospital sectors

10
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IL. US Credit Trading: New Products / CMAC
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None
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ITl. NA Structured Credit: Market Trends
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* Base correlation skews continued the
flattening trend seen since the price
correction of 2Q05, partly as a result
of the favorable credit environment,
but also due to the introduction of
CPDQ’s into the market
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* Five-year and ten-year index tranche
levels jumped up as a result of the
increase in duration caused by the roll
into CDX-7

e Tranches spreads subsequently
declined because of the benign credit
environment, although the
introduction of CPDO’s led to a
moderate increase in senior tranche
levels from their six-month lows

5-Year COX-6/7 Base Correlations
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Source: Citigroup
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IT1. NA Structured Credit: Key Market Risk Exposures

<:|t|gou6J"

US Correlation Trading

* Jump-to-Default and spread exposures remained concentrated in Single-A and BBB credits,
consistent with the desk’s primary activity in CDX Investment Grade index tranches. The desk
remained net long protection in tranches and net short protection in index/single name CDS

* Outright correlation exposure decreased, primarily driven by the decrease in super senior
correlation exposure and a flattening in offsetting junior mezz and equity correlation exposure

* The desk’s legacy synthetic super senior exposure that is not decomposed into the underlying
names reduced to $2bn

Notloos) / Market Value $MM
Retiap 30Jun-08 | 33-Jul-06 | 31-Any 30-B¢ 31-0e1.06 | 30-Novos Tranche 30-3un-06 | 31-Jul-06 | 31-Aug-06 | 38-5ep06 | 31-0ct-06 | 30-News
AAA 3 an [ @) (38) (67) Super Sealor | 191402] 638614) ess506] 3373 mmsa| 397,603
AA 128 69 36 240 1s 212 Savior eaa))  (ssex)] (52239 032,700 (197867  (92.699)
A 1,269 821 687 1447 923 1,850 Senior Mezzmine 2504361 917380 97478 | 7114264 ] 34,7800 30,064
BBBR 3,091 3300 2017 358 2,360 :.sul Junior Mezzmmne 1014572 ) 12740898 e6a3ss| et (9es0m| 126176
BB 167 50 17 (m)l (141) 126 Equiy (1391976 (1,735.385)] (1,766,353)] _(969.863)] (1.546,090)] _ (695,980
B » 9 132 (9) 4) ) Total 1231436 ) 1015646 | w8618 6,955 (smmﬂ 865,155
CCCRLower (1 37 17 (lml fml @)
Totsl 446 s 3,898 384 3091 5828
Index Tranche 30-Jurn-06 | 31-Ju!1-05 | 33-Aug-06 | 30-Sep-06 | 31-Oct-06 | 30-Nowtis |
CRO} SKr+tbp Suptr Senior 1issooal el 1nis | 1s007]  2s2641] (210.600)
Rating 30-Jon-06 3)-00-06 | 30-Nowds Seniex (508 @054 (139,361 (m.m,—(m,n??) (lo:.m)l
AAA (30 [ 43 Scuior Meazanine (412625 161,087 95161 (6200  s3381] 591,903 |
AA St 95 a Junior Mezzanine ses50S|  sea4B) 243,504 | (s0,7m0)| (793,095 (112.786)
A (zu;l 120 amJ Equisy 14220] 22219)]  (125,605)] 909,913 (m_mia (466,785)
ROB (448)] (392)] (687)] | Total sa99] enan} 10sa3] o] (ssess 1,576)
BY [E]] (|Q| (Jﬁl {24) _{28) (82))
W 127 (19) (30] (32 29 ;I $Kreo
CCCALawer k2 4 42 214 25 3] Bespoke Tranche 30-Jun-06 | 31-Jul-06 [ 31-Aug-06 | 30-Sep-06 | 31-0e1-05 | 30-Novs
Total a«i (mi (mi aspl r@l [} Super Saviar 1345 | "07.448] w1066 31| Joapeo| 632,900
‘Seavior 127,948 24,203 15812 130037 3430 (8.510)
Notlons! SMAY Senior P 3100 | 756293 @S9 e | nssiz| 235m
Rating 0-Jom-06 | 3¢-3u1-06 | 31-Aug-06] 30.8¢; 33.0c106 | 30-Now06 Jomior Mezzmine 629167 | 689,741 | 466089 | 469,683 | (1.159009) 142799
Super Senior 2971 197 2137 2,137 2137 2,37 Equity Lundiss] 0.83369] (1.737,318)] (1.760392) o6 1126,239)
Total m 291 2437 1437 1437 2,137 Totsl msul $44320 | 180289 X osa] _ssara
CRDI $K41bp
Produnt 0-Jon-06 | 31Jud-05 | 35.An 30-S¢ n-omsl:wmsl
cbs Q2404 (3,133 (3.126) @ay] (1000 (2.0
Treaches 1401 217|  24a] 815 107] 1218
Otbher Assets { 5 6] ()] 5
Touat 612 67 )

FCIC-FRBNY000528
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IIL. NA Structured Credit: Key Market Risk Exposures Cltlg roup.

US Exotics / Structuring

* Risk exposures remained relatively modest and somewhat static during the period, although the desk
has plans to develop exotic credit-linked structures to be offered to investors.

Notional / Market Value SMN

FCIC-FRBNY000529

Rating 30-Jun-06 | 31-Jul-06 | 31-Aug-06 | 30-Sep-06 | 31-Oct-06 | 30-Now-06
AAA (57) 94 95 95 95 96
AA (11) {11)] (11) (1) (11)] {11)
A ) ) M ) ) ()
BBB k1) 0 [ 1 1 4
- EB _ L] 1 1 1 1 1
B 9) ©) ) (9) (9) (9)
CCOC&Lower - - - - - -
Total (49)] 68 69 69 69 73
CRO1 SK/+1bp
Ratlng 30-Jun-06 | 31-Jul-06 | 31-Aug-06 | 30-Sep-06 | 31-Oct-06 | 30-Nov-06
AAA (4), (62) (76)) {76) (78) (88)
AA 3) (5) (6), “) (6) (6)
A (15) {18) (23), (29) px1) (40))
BBB (13), 2 10 2 24 (1)
BB 1 1 1 1 46 1
B 3 3 3 3 49 3
COC&Lower - - - - - -
Thtal (31) (79)) 91) (104) 267 (131)
SKhoipt
VYega 30-Jun-06 | 33-3ul-06 | 31-Aug-06 | 30-Sep-06 | 31-Oct-06 { 30-Nov-06
C Vega 798 203 849 830 807 760
Libor Vega (325) {317) (296)) (276), (263) (226)
Treasury Vega - - - - - -
Spread Ve - - - - - .
Total 474 485 583 554 543 534
CRO) SK/+1bp
Product 30-Jun-06 | 31-Jul-06 § 31-Aug-06 | 30-Sep-06 | 31-Oct-06 | 30-Nov-06
Cash Products (435) (453) (487) (505) (514), (544)
Exotics & CDS 403 374 396 401 781 413
Tota) @31 (79) 91) (304) 267 (131)
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II1. NA Structured Credit: Quarterly RME Stress Testing citigroup.
US Correlation Trading

* The RME decreased from $89mm in 3Q06 to $50mm in 4Q06 driven by decrease in CRO1 exposure
and iTraxx / CDX Corr0lexposure

Because of a change in risk profile, a spread tightening scenario was used to stress the desk’s spread
exposure in 4Q06 as opposed to the spread widening scenario used in the prior quarter

* The Stress P&L impact from Corr01 exposure declined in 4Q06 due to a decline in exposure and a
change in the way the desk rescaled its correlation skew on certain bespoke trades from iTraxx to CDX %

4006 3 Difference
Factor Senshiivty Acmal A | Al Avg. Actusl Ave, PaL
S $ Stress Mow § PEL (S S| Abs. Aw. $ Stress Move SMM ure P&L
_SK1p_ WL,“_J_’.__'“?‘___!&*_,__L | Eposure |  par |
NA Correlavion
Spresd DVOL (131) (=) (590) ) 49 [
AAA -] ] s oy o) [ 10 © 1] 1
AA] 91 [ {1s) (t 3] 49)] 30 () 123 0]
A (24 19 (20) ) (154) (163) % o 251 4
HB# (384) [l ] 9 10 (353) (353)l 60 1) Q) n
o' “9) (sn 3) ‘ ) 189) 230 @) 2 %
o' 3 s (100} @ [l (26) s It 2% 7
ooc a 5 (175) (91 &8 2 %0 2 26) (61
DVDY 12 n 79) @ 52 52 (75) ) 0 2
DX Corror 34 (40, ] 6
Sy (030) (11} (e ¢ aso 545 ) () 0 1]
Iy [11] 086 ) [ ©31 “8) [ @l ° [
Toyy 03 (.15) [} ¢ (u7s;h Q) [ [t 1 15
TTRAXX Corrol [ o)
Syd [+] 0.6 ) &) 1.00 220 [y 18]
Ly {0.2)] {0.02) 4 [0 ast 157 (6ﬂ ()
101 am 010 12) @ ate 195 @) ()
HYCOX Corr0t 0y [
5 04 4 0 aos 1.50 () {
Lsm Senlor CRO1 82557943 1026535 (sﬂ oy asemae 1,026,635 () )
PN
[RME | IANET )] L) I 3]
~

'Decause Spresds were ot historiea lows for this geartes, standand spread tigbiening sresses were not enployed

17

FCIC-FRBNY000530



A
II1. NA Structured Credit: Quarterly RME Stress Testing CItIngUpJ
US Exotics / Structuring

* The RME increased from $8mm in 3Q06 to $11mm in 4Q06 stemming from larger Non-Investment
Grade CROI1 exposure

Credit Products Quarterly Market Risk Stress Test

4Q06 3Q06 Differonce
Factor Sensitivity Awg Actust Avg Actual P&L
SKhp Avg Abs. SKhbp| Stress Mowe | P&L (SMM) SK/bp {Awg Abs. SKbp| Stress Mowe (SMM) [ Exposure PEL

NA Exofics 1) (8) [5)
Spread DVO1 @9 @3n ) (74) (84) () 45 @
AAA () (75) (15) t (58) (58) 10 @) (B! 3

AA (5) (5) (15) 0 © m 30 ) ) 0

A 26), (26) (20) 1 (16) (16)] 40 ) (10) 1
BBB 17 18 25) o ) () 60 (o 21 )

Bi! 26 26 5) [v)] 1 1 250 0 25 @)

B' 31 31 (100) (3) 3 3 kY 1 28 @)

cec! 0 0 (|75)r 0 0 0 750 0 (i 0

Dvel (38) (40) 5 3) (39) (35) 7 (3) Q) ©)
Net Vegs 533 533 ®) “) 501 50! (8) @) 32 )

Notes 4Q06
* Simple sum of averags absolues is used as desk RME st in master spreadsheet.

FCIC-FRBNY000531
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US Structured Credit Products 31-Jul-06 }31-Aug06 J30-Sep06 |31-0ct-06 |30-Novi§ YTD 2006 2006 Plan Run Rate

Correlation Trading 3,481 (6,093) eyl (6.862) (2.363) 49,324

TRS 1,371 4,702 2,462 2,887 (11,917 44,719

Exptics/Structured Finance 7,813 198 5,085 1,583 8,288 58,211

Total 12,665 4,806 7918 (2,392) (6,052) 152,254 75,000 21%

|Letters of Credit Insurance Expense (3.,149) (3.068) 0 (3,314) 6,1 (37.,017)

Total Net of LC Insurance Expense 9,516 1,739 7918 (5,706) (12,159) 115,237 75,000 168%

* Total P&L averaged $3.4mm per month during the period.
November, prior to the cost of certain hedging contracts accounte

totaled $152.3mm, or 221% of prorated plan

2006 YTD P&L through
d for as insurance expense,

* P&L for Correlation Trading totaled $(11.4)mm during the period. Losses in August were
driven by changes in the analytics used to calculate tranche trades, while losses in October
liquidity Market Value Adjustment

were primarily due to changes in bid/offer and

methodology

* Major bespoke deals closed during the period included:

[
- -'t’\‘¢7.

o
.

4\\'(‘

K

Clieat

Descripton

GPM Leveraged Finance

[
B

7

%100

0%-3% Princip
b VS TR i

3%-5% P

Bnc.h Street 4 CI..?
R o

referencing 88 leve
ORI AT s T s
% Tranche Hedging 135 names
I3 8 default and the firm owes workman's compensation

SR RO A Y e e

.

on

RS S p

102 names

S T 9

ORI £y
In case for situations where there

T T

3

RO Nl i 5 T ok trgniens 0

Bought Protection on a 7-10 Year Forward Sarting 5.7%-6.7% tranche

* The TRS business reported P&L of §
$12mm in inception P&L that had been

previously not factored into the Net Pres
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(12)mm in November after Financial Control reversed
previously taken upfront in recognition of a basis risk
ent Value calculation
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ITI. NA Structured Credit: New Products / CMAC Reviews CIEgLOUpJ

*  One-offapproval to sell CDO senior tranche protection to SISA on reference portfolio, where the
credit event is defined as bankruptcy, failure to pay AND failure to pay workers’ compensation

*  One-off approval to structure and publicly distribute “Genesis™, a synthetic CLO referencing
syndicated leveraged loans that, unlike the Beach Street series, are not from Citigroup’s GPM loan
portfolio ) R

Teve co—= Sederel oF kse o -
*  One-off approval to structure and publicly distribute “Bernoulli”, a synthetic CDO with cash flow-
based waterfall payments as opposed to market value

*  Limited program approval to offer Significant Acquisition and Increased Leverage Swaptions
(SAILS™™) to clients, a type of LBO swaption in which the European-style CDS option knocks-in
upon a predefined leveraging event

*  Program approval to offer trade claims as an eligible asset in the $12bn TRS program

LQV 3&;,\., \'\*e& Corganes
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e
IV. US CDO: Key Market Risk Exposures - Warehouse citigroup

FCIC-FRBNY000534

Collateral in the warehouse increased from $6.2bn to $9.5bn during the period, primarily from
increased ABS collateral

Although demand for CLOs remained robust, leveraged loan collateral was unchanged as
healthy deal closing volume offset the strong pipeline of new deals

The increased use of CDS on ABS in 2H06 reflects increased demand for hybrid deals that
consist of both cash and synthetic assets

Noticnal/ Market Value SMM

Ratings 30-Jun-06] _ 31-Jul-06] 31-Aup-06] 30-Sep06] 31-0ct.06] 30.Nowog
AAA/AA B 864 1,349 1,200 1.578 2,521 2,940
A ‘ 683 997 1.038 1,531 1,543 1,343
BBB 814 991 998 1,169 2,399 1,157
BB & Lower 3,844 4,454 4,027 4,079 4,196 4,049
Towl 6,225 7,790 2,263 8,357 10,659 9,487
Notional/ Market Value SMM
Products 30-Jun-06] 31-Jul-06] 31-Aug-0 30-Sep-06] 3)-Oct-06] 30-Nov-06]
Bonds/ oans 3,668 4,315 3,857 3,800 3,741 3,723
uity 102 107 6 6 6 G
Preferreds 19 19 13 13 17 17
Government | (106) (07 91 (278) (192) (226)
CDS on ABSCMBS/RMBS 100 1,250 531
MBS/ABS 2,543 3,456 3,579 4,716 5,837 5,437
[Total 6,225 7,790 7,263 8,357 10,659 9,487
CROI $K/+Ibp
Ratings 30-Jun-06] 31-Jul-06 31-Aug06] 30-Sep-06] 31-Oct-06 30-Nov-06)
AAA/AA (53) (47) 29 | 41 (10) ]
A (lz)l (12) 0oy (10) ) (@)
BBB 3) (38) (56) (66) (63) (46)}
IBB&l.ow:r (1,602), 1.317) (1,682) (1.570)] — (1,582) (l.649)|
Total (1,671) (1,414)} (.718)] (1,604)] (1,660) (1,651)
Other Key Market Risk Exposurcs
Risk Factors ‘ 30-Jun-06] 31-Jul-06] 31-Aug-06 30-Sep06] 31-Oct-06] 30-Nov-06)
IR Vega SK/+ (2,601)) 1,743) (1.717) (1.934) (2,652)]  (2.221)]
ABS Spread §K/+1bp (1,302), (1.166)]  (2,156) (2,377),
MBS Spread SK/+1bp (251) (462) {518), (491)
Prepay Risk SK/+1% 25 33 2 (81)
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A
IV. US CDO: Key Market Risk Exposures — Ex-Warehouse C|tl_g[OUpJ

« CRO1 exposure increased by $(951)k/bp to $(1,134)k/bp, with most of the increase in AAA-rated

tranches
 Of note, The primary desk held $215mm in the AAA-rated Fab 2006-1 deal that priced in
November

« Market value exposure to unrated CDO equity tranches declined from $318mm to $261mm

» Net Super Senior exposure grew from $29bn to 31bn over the period. Super senior exposure is now
reported on both a gross and net basis, with the gross amount excluding market spread volatility hedges,

including CDS and LSS notes

Notional/ Market Value SMM

Ratings 30-Jun-06] 31-Jul-06] 31-Aug-06] 30-Sep-06] 31-Oct-06] 30-Nov06
AAA 465 1,068 261 320 398 776
AA 58 125 gx) 71 61 89
A 96 92 46 58 (49) {35)
BEB 53 37 (62) 55 52 37
BB 58 41 34 47 61 39
B 22 22 22 22 22 22
CCC & Lower 318 220 219 264 293 261
Total 1,070 1,603 593 838 838 1,189
CROI SK/+1bp

Ratings 30-Jun-06] 31-Jul-06] 31-Aug-06] 30-Sep-06] 31-Oct-05 30-Nov-06}
AAA (21) (523) (450) (476) (419) (780)
AA S (2) (12) 3 33 (41)
A (32) 37 (20) (36) 55 (79)
BBB (10) (13 () (40) 33 (108)
BB (16) (16 (15) (13) (14) (27))
B 8) (8) @ (8) (8) (8)
CCC & Lower (100) (90) (117 (91) (98) 92)]
Total (183) (689)! (627) (660), (417) (1,134)
Notional SMM

Ratings 30-Jun-06] 33-Jul-06] 31-Aug-06] 30-Sep-06] 31-Oct-06] 30-Now-06
Super Senior Net 28,594 29,586 31,032 29,537 29,946 31,360
Super Senior Gross 37,635
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A0
IV. US CDO: Limit Activity crtigroup)

Limit Excesses
Date of Excess Limlt Description Actual Resal Date
124 | Non Inv Grade Cap |The desk excecded its BB & lower Timit of $4bn by $355mmm. | 823
Limit Exceptions
Exception Date Limlt Exeeptl Expiry Date j
8/8/2006Super Senior Increase Super Senior Lirmit from $30bm 1o $32bn. 8/22/2006]
8/22/2006}Super Senior 1 Super Senior Limit from $30bn 10 $32bn. 1 1/2012006|
| 112272006 |Super Senior Net Increase Super Senior Net Limit from $30bn to $36bn. 13 lIZUD7I
8/24/2006]{ Warchouse BB & below cap I from $4bn 10 $5bn. i 1012472006
10252006 Warchouse BR & below cap Tncrease from $4bn (0 $5bn. | lISQOO?I

Permanent Limit Changes

Date Limit Change
11/22/2006} Super Senior Gross Creale new $40bn limit for Super Senior Gross (excludes market risk hedges, ¢.g. CDSs, LSSs),

25
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A,
IV. US CDO: Quarterly RME Stress Testing mtgr oup.

* The Ex-warehouse RME increased slightly to $151mm and remained primarily driven by exposure to
unrated equity tranches and Super Senior exposure

* The $10mm increase in the Warehouse RME to $159mm was primarily due to increased ABS spread
exposure given the higher collateral balance. As in prior quarters, the RME applies 50% of the respective
risk factor’s typical stress move to the Warehouse in recognition of the fact that the desk is rarely unable
to recover less than cost when the CDO deal actually prices

- 4Q06 3Q06 Difference
US CDO Desk Stress P&L Stress P&L
Actual | Awg Abs Mowe (SMM) Actual | Awg Abs Move SMM) | BExposure |  P&L
Ex-Warehouse (9,760) (1s1) (9,451) (146 (4)
DVO} (t0) (87), 75 ¢ (93), (93) 75 () 6 0]
CRO} (678) (710) 139 (C) (5 16)* (537) 176 (95) {172) (4)
Super Senior® (K/bps) {9,082) (9.082) 5 (45) (8.935) (8,935) 5 45)| (147) ()
AAA (K/bps) (475)| (475) 30, (14 (348)| (348)) 30 (10) (128)) [C)
AA (K/bpsf ®) (13) 30 (0) @) (D)) 30 (0 (2) (]
A (K/bps), (38), (45) 40 @ (35) 39) 40 O 9) (0
BBB (K/bps) (46) (50) 60 (3 (10) (10) 60 4y (40) (2)
BB (K/bps) (14) (14)) 250 ) (21)) 21) 250, (5)| 6] 2
B(K/bps) ) @) 375 (8) @®) () 375 (8) ) (0)
OCC& Lower 5 (%0) (90, 750, (68 (92) (92) 750, (69) 2 1
| Warehouse (159) (149) (10
DVO1 219) (219), 389 ( (183) (183) 38 ) (36) Q
Other Risk Factors®**
MBS (K/bps), (492) (492)| 18 ® (280) (280), 18] ( (212) 4)
ABS (K/bps )| (1,668)| (1.668), 15 25)] (1,105) (1,105) 15| a7 (563) (8]
IRVega(volpt)  (2460)]  (2,460) 2 G @yl @y 2 @) (217) ©
Prepayment (1%, @ 49 (13) o 63 7 a3 () (29) 0
Loan CRO! (K/bps) (1,489) (1.489) 75 (112 (1,543) (1,543) 75 nm 54 4
Awg Actual EEurn bndodad
Warshouse (SMM) 9,352
Loans (SMl\d 3,723
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A,
IV. US CDO: P&L Summary citigroup.

US Cash CDO 31-Jul-06] 31-Aug-06] 30-Sep-06| 31-Oct-06] 30-Now06 YTD 2006 2006 Plan Run Rate
|Upfront Fees 26,791 22,317 29,472 6,548 47,553

Warehouse Financing 7,385 9,782 {12.869)) 8,158 5,993

Warehouse MTM 1,240 (2427) 449 (6,398) (3.892)

Super Senior 4,510 2,994 3,591 6,976 2,600

Primary MTM (4,654) 6,062 756 (5.496) (3.062)

Sccondary Trading 3,740 5011 5,584 8,872 (3.768),

Taotal 39,011 43,739 26,983 18,660 45,423 406,084 435,000 102%

* Monthly P&L averaged $34.8mm during the period, bringing YTD through November to
$406mm, slightly better than prorated plan. Fee income is typically recognized when deals
settle, which can occur up to a month after a deal is priced

* Below is a summary of major deals closed during the period:

Desl Size
Deal Type Month Deal Name Manager SMM Sub-Type
Asset Dacked CDOs |August ESP Funding!, Ltd Elliot Structured Products 1,000 High Grade
Jackson 2006-1 NA 1,500 Static Mezzanine
Scptember Westways Funding VIl TCW Asset Managemem 2,250 MV High Grade
October Singa Funding Lion Cepital Management 1,000 High Grade
|November Fab US 2006-1 Gulf International Rank 400 Mezzanine
Raffies Place Il Funding UOB Asset Management 1,000 High Grade
Topang Il CDO Metropolitan West Aset Mgmt 1,000 Mezzanine
Taliships Funding Bear Steams Asset Mpm 1,500 Mezzanine
HSPI Diversificd CDO ¥Fund § Halcyon Sec Products Investors 600 Cno~2
Lacerta ABS CDO 2006-1 NA 2,000 M i
'CLOs August Fortress Credit Funding HI-IV Fortress Investment Group 1,050 } Senior Secured, Cash Flow
Madison Park Funding 11} Credit Suise Altemative Capital 650 | Senior Sccured, Cash Flow
Sentember Capital Source CLO 2006-2 NA 1,500 Middle Market
GECLT 2006.3 Morgn Stantey 995 | Senior Secwed, Cash Flow
Haleyon Loan Inv ] Halcyon Loan Investors LP 400 | Senior Secured, Cash Flow
Highland Credit Opportunities Highland Capital Mpmt 1,176 | Loans, Bonds, Dist, Spec. Sit
Octaber Freepart 2006-1 NA 425 Middle Market
Cannington Finance Silvermine Capital M ot 450 | Senior Secured, Cash Flow
Callidus Debt Partners CLO Fund V Callidus Capital Management 400 [ Senior Sec and Middle Mkt
Symphany CLO Il Symphony Assct Management 400 | Senior Secured, Cash Flow
N it Rampart CLO 2006-1 Stone Tower Capital 600 ] Senior Secured, Cash Flow
_ Westwood CDO 1 Alcentra 450 | _Senior Secured, Cash Flow
Real Estate August Sorin Rea! Estate CDO JV Sorin Capital Management s CRFE.
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A,
1V. US CDO: New Products / CMAC Reviews citigroup.

»  Program approval to transact in CDS on ABS/CMBS/RMBS for warehousing, intermediating and
hedging purposes

*  Program approval to offer Leveraged Super Senior (LSS) notes to investors to hedge desk’s
existing super senior exposure e tie, K 5 S >
s ,u(i "V - 4’ \""

*  One-off approval to provide bridge financing via TRS or warehouse facility to Babson Credit peod—

Strategies Fund to a CDO note issuance planned for 3Q07 to be distributed by Citigroup (CGMI)

*  One-off approval to provide 364-day, full recourse financing facility to Rampart LLC on its CDO
mezzanine debt and equity investments A\ \Oo—= S jneestor Yo

ca FJM inderest Lo
¢ One-off approval to RWM}' to KKR Financial for warehousing purposes ()ud 5 woceehase
\..Gc..—ﬁ. - e N u.U‘ -
*  One-off approval to participate in multiples roles related to the formation of Pangaea, a newly-

formed asset management company, including taking an indirect equity interest in, extending credit
to, provide warehouse facilities for, and structure and place CLO securities on behalf of, Pangaea

28
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s,
citigroup.

V. Global Portfolio Optimization —
Global Portfolio Management
(GPO-GPM)
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A
V. GPO-GPM: Key Market Risk Exposures citigroup)

» The GPO-GPM desk buys default protection via CDS to hedge exposure in GPM’s Joan portfolio. The
“short credit” position created by the CDS is reported against OSUC

. . Y Markes Value SMM
* GPO-GPM increased its net long Ratings 30Jun-06] 31-Jul-06] 3)-Aug-06] 30-Sep06] 31-Oct-06] 30-Nov-06}
protection position from $40.3bn to AAA @) @oo)| (o) G66) (928 (1226)
. AA O] 2oan] @) @] a7 (4266)
$60.5bn  notional and from A 5780 (55| (1549 _(17.935)] _(18233)] _(22.932)
: BoB 529 sl (16159)] __08.165)] (88N __ (4929
$5.8mm/bp to $9.§mm/bp mn ) i ol @A @em| _ G.on) (:.474‘)1
CROL. Transactions  were B 1390 (L)) (305)] (1303 (1318 __ (1.281)
. CCC & Lower Goen)| 8] e @ue| @49 (403
predominantly executed for RAP ol @0316)]  (39.576) (40738)] _ (45.924)] _ (4B114)] _ (60.507)
i
reducing purposes —
o . Ratings 30-Jun06] 31Ju-06] 31-Aup06] 30-Sep06] 31-Oct-06] 30-Nov06|
* CR10%, which measures the — — 5 3 T 700 T
P&L from a relative 10% . T B T SO R ] T
. . : : T 5 624
change in CDS spreads, did [ 1464 1,499 7,560 1,00 1.791 3.066
: H (BB 408 418 435 473 620 710
nOt_ mcrease mat‘ena"y due B 293 313 337 7 358 333
mainly to the tight spread CCC & Lawer 696 708 549 909 953 965
. Total 5,785 5784 ] 5,086 6,831 7.32] 5582
levels at which the desk was
able to execute these CRIOSK/10%
. Ratings 30-Jun-06] 31-Jul-06] 31-Aup-06f 30-Sep-06] 31-Oct-06] 30-Now05
transactions AAA 55 4 37 4 33 68
) AA 102 % 50 170 358 515
» Exposures remained concentrated A 3-2(05 3068 259 3oy 23sal 2910
. s . 20) o5 283 448 7 1917
in Single-A and BBB credits. The B 5335|4622 | 4386 3652] 5849|6740
. i : B 7866]  8MB| 781 7,549 6997 5934
net Jong ‘pro.tectlon position m FCC&anet 18099 12643] 13390 12,191 12,923 13391
Autos, which is tracked separately, Total Y0543] 28831 28657 27.065| 28,693 31415
increased slightly from $4.1bn to Pasis CRO! SK/+1bp
$4.8bn in notional terms and from Ratings 30-Jun-06] 31-Jul-06] 3l-Ang—06l| 30-Sep-06] 31-Oct-06] 30-Nov-06
. Singie Name CDS 7562 THT| 7838 5,942 9333 11,760
$800k/bp to $1mm/bp in CROI Index CDS Uaml__(1.953) (1.s4zgr @i @GN @i
terms Total 5,785 5784 | 5986 5,831 7032|958
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A,
V. GPO-GPM: Limit Activity citigroup!

Limit Excesses (None)

Limit Exceptions
Exception Date Limit Exception Expiry Date
8/1522006 |Single Issuer (GM GM/GM AC Split - $50MM for GM+GMAC+ResCap, $10MM sub-limit for GM 11/13/2006
11/14/2006  |Single 1ssuer (GM GM/GMAC Split - $50MM for GM+GM AC+ResCap, 310MM sub-limit for GM 2/12/2007

Permanent Limit Changes

Date Limit Change
9/19/2006 |CROI Net Trigger Increased from $6.65mmvbp to $9.5mmvbp
9/19/2006 | CR10% Net Trigger Increased from $49.75mm/10% to $510mn/10%
9/19/2006 |CR10% Net Trigger non-Autos Increased from $25.275mv/10% to $31mnv10%
9/19/2006 | VaR Trigger Increascd from 325mm to $30mm
11/14/2006]CRO1 Net Trigger Increased from $9.5mm'bp to $12.65mm/bp

31
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A,
V. GPO: P&L Summary citigroup

GPO 31-Jui-06] 3)-Au 30-Sep-06] 31-0ct-06] 30-Now0s] [YTD2006] [ 2006 Plan] [ RunRate
GPM Loan Hedge Portfolio (59830)]  (44712)]  (33483)] (58.513)] (43,657 (454,513) n/a n/a

*  GPO’s loan portfolio hedges reported P&L of $(240)mm in the July — November period, bringing
YTD P&L through November to $(455)mm. The market-to-market continued to be adversely
impacted by general spread tightening and in US auto names in particular. Losses from being long
CDS protection in auto sector names comprise $(248)mm of the YTD total

32
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V. GPO: New Products / CMAC Reviews ClthrOUjjT

*  Program approval to buy Loan-only CDS (LCDS) for hedging GPM loan portfolio

33
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V1. Counterparty Credit Risk (CCR)
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A
CCR: Key Market Risk Exposures citi group

The CCR desk dynamically hedges unsecured counterparty credit exposure on interest rate, FX and
commodity derivatives transacted by Citigroup for certain eligible counterparties (i.e. names for which
there is a liquid CDS market)

* The desk’s JTD exposure stemming from its hedges is currently reported against OSUC (as an offset

FCIC-FRBNYQ00546

against reported PSLE) by CIB Credit Risk. All other exposures are managed under the market risk

framework
The desk’s risk profile CROI SK/¢1bp
. . Rsfings 30-Jun-06] 31-Jul-06] 31-Aug06] 30-Sep-06] 31-Oct-06] 30-Nov-06
remained driven by exposure AR ) %% £l 7% 37 7
to the credit spread of the AA @) Q) Q) @) ] )
. A 36 68 39 6 3 (1)
Republic of Italy due to [ 131 720 159 738 134 128
€13.4bn ($17.8bn equiv.) in e 3 u o b 2 e
long-dated interest rate swaps CCC & Lower 5 @ 3 63} 3 2
and €1.3bl’1 ($l.8bn equiv.) in Total 232 263 227 238 194 177
cross-currency swaps closed Basis CRO} SK/+1bp (Excluding ltaly)
with the ltalian government l Ratings 30-3un-06] 31-Jul-06] 31-Aug-06] 30-Sep06] 31-Oct-06] 30-Nov06
. .o L Bonds 2 278) (273) (273) ©61) 257
Given this risk concentration, CDSICCDS 503 541 500 310 456 474
Italy’s CRO! is broken out and Tow! 232 23] a1 28 194 178
monitored against separate ltaly CRO1 SK/+1bp
limits/triggers 1 Ratings 30-Jun-06] 31-Jul-06] 31-Aug06] 30-Sep-06] 31-Oct-06] 30-Now-06)
[Bonds 1,106 1,142 1,384 1,662 1,594 1,667
CDSICCDS 185 (L9 (.65 (L65B)]  (1,695)] (1,935
Thc de.sk has Q?ss Gamma h-om (39) 227) 311y 4 (101) (268)
limits in recognition that its
Cross Garma ( +1bp) SK/bp2
CCDS are affected' by Ratings 30-Jun-06] 31-Jul-06] 31-Aug-D6] 30-Sep-06] 31-Oct-06] 30-Nov-06
simultaneous changes in the TRICR Cross Gamma K/bp2 7 18 7l FE 25 36
FXICR Cross Gamma Kibp3 2 ] 25 32 38 al
MTM . of the referencF: Total 33 42 50 55 63 67
derivative and the credit
spread of the reference credit
35



VL. CCR: Limit Activity

ahgroufﬂ"

August 2006 - November 2006

Limit Excesses (None)
Limit Exceptions (None)

Permanent Limit Changes (None)

FCIC-FRBNY000547
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VL. CCR: P&L Summary
CCR 31-Jul-06] 31-Aug-06] 30-Sep-06] 31-Oct-06] 30-Now-06] | YTD 2006 2006 Plan Run Rate
CCR {496) (3,556)! (2,422) (3,026) (50 (14,033 23,000 -176%

e The negative P&L throughout the period and YTD has mostly resulted from the CDS/Bond

basis. Excluding the Italy position, CCR is long bonds and long CDS protection. CDS
spreads, particularly in the auto sector, have tightened more sharply than bond spreads this

year, reversing gains from last years significant widening in auto sector spreads that was more

pronounced in CDS as well

FCIC-FRBNY000548
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VI. CCR: New Products / CMAC

cuth[our‘JT

None
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