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The Honoralble Ray Garrett, Jr,

Chairman
Securities and Exchange Commission

500 Morth Capital SEreet
Washingtou, O, C. 20549

Dear Mr, Garrett:

This 15 in reply to the request of your Division of
Corporation Finance dated June 24, 1974 for Becard comment on the
preliminary progspectius of Citicorp covering its proposed issue
of $250 millien {aince raised to 5850 million) of Fleating Rate
Notes duc 198%, CQCiticerp, as a registered hank holding company,
is subiect to the rules and regulations issued by the Beard under
the Bank Holding Company Act of 19563 First Hational City Banlk,
a wholly owned subsildiary of Citicorp, is directly supervised
by the Comptreller of the Currency but for certain matters is
subject to the rules and regulations applicable to memher insti-
tutionz of the Federal Reserve System,

Due to the specific characteristics af the proposed note
issue, which include an interest rate that varies over time with
the yield on 90 day Treazsury bills and the poptien given to the
holder to present Cthe notes for redemption semi-anoually oo 30
days notiep, it seems highly probable that the securities in
guestion will appeal te Telatively swmall investors, such as
individuals, We understand that Citicorp propeses to limit sub-
arriptions to not less than $5,000 or more than 330,000, Thus,
it seems clear that the proposed issue will compete direckly for
funds that might otberwise be invested in time or savings deposils
at commarcial baoks and other thrift ipetitutions, Savings flows
to these institutions have alveady fallen off in Toeent months,
and the additionat diversion of funds into the Citicorp issue may
furtner worsen the experience of these institutiens,
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Competition for the funds of the saving public ocupht to
Iz encouraged, as a geneval principle, because it increases the
recurns avdilable to savers and normally cends to encourage effi-
cient use of the nmation's fiwaacial resouvrces, Given the present
scositive state of financial markets and the oxtent £o which
savings institutiens are already under heawvy pressure, however,
the result of the present larse offerings--and any other efferings
like ik, whether iszued by bank holding companies or ather ceorjpo-
rations--can well he to divert the flow of savings from the
residential mortgaze market and to deprive homebuyers of needed
mortgage financing, It is not clear, thevefore, Lhat an offering
2f tlis type iz in the poblic interest at this time,

The Beoard's present statutory powersz do not authorize
it either to prevent ov ko regulate the terms pf the Citicorp
issue, The legislative history of Ehe 1069 amendments te the
Fedaral Reszearve Act, which autheorized the Board to determine what
types of oblipatkions issued by affiliates of member banks may be
decmed to Le depozits for purpoases of the Board's regulariens,
makes it elear that such authority appliez only te the extent
Ehet the proceeds of such aflfiliate obligationz are used for the
purpose of supplying funds tou a member bank., To the extent thal
the proceeds of the Citicoerp Notes may be used for dupplying funds
to mewher baoka, they would be subjeel bto re2erTve requirements,
hut not otherwise, Further, the Board haz no grounds for objeect-
ing, under the authority of the Bank Holding Company Act, to the
terms of the proposed security issue. Indeed, Ehe financing would
appear to improve the finaneial condition of Citicorp.

Wevertheless, in the interest of full and fair disclosure,
the Board orges that all necessary steps be taken to make investors
aware that the Citicorp Motes are not obligations of a bank and are
not insured by the Federal Deposir Insurance Corporation, We would
sugrest that the S5EC regquire the faring page of the prospectus be
amended to include, im a2 prominent positien in 10-npoint bold Lace
type, 2 statement along the {ollowing lines:

"THESE NOTES ARE \WSECURED DEET QBLICATIONS QOF
CITICORYF, ARE WOT LEGALLY ENTORCEABLE OBLLGATIONS
OF ANY BANI AND ARE NOT INSURCD AY TIIE FEDERAL
DEFPOSTT IMSURANCE CORPORATION,'

It is further suggested that the underwriters of the isspe he
required ko include a similar legend in any advertisement of the
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WHore issue, and that Citicorp include the same gqualification on
the face af any uotes rthat may be issued subsequently,

The Board's staff is currently reviewing the prospackus
and will communicate separately with yeour =taff in the next few
days regpacding any addicienal comments that it may have,

Very truly yours,
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