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BY PETER STEIN AND RICK CAREW

HONG KONG - Citigroup Inc. Chief Ex-
ecutive Vikmm Pandit declared the bank
wouldn't retreat from fast-growing Asian
businesses even as the financial crisis has
forced it to shrink its balance sheet by
about 25%

“Theres no question in our mind that
Asiais going to represent a dispmportion-
ate amount of the world's growth ower the
next decade” Mr. Pandit said in an inter-
view at Citigroup’s Hong Kong head quar-
ters om Mond ay. That will result in hig op-
portunities for Cifi to expand its presence
in trade finance, custody business and
cross -horder cash flows, he said.

“The intra-A=iaflows are going to grow
exponentialhy®

At a time when Citis business in the
U5 mmains weak from bad consumer
loans, Asia is becoming a critical spurce of
income. In the second quarter, net income
from the Asia-Pacific mgion accountad for
nearly 40% of global revenues at Citicorp,
the unit that contains what Citi considers
its core husiness of consumer banking and
institutional client services.

Mr. Pandit, 52 years old, has held the
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Citigroup headquarters in Hong Kong

top job at Cit since December 2007, A na-
tive of India who has studied and worked
in the U.S. for much of his life, Mr. Pandit
=ays his background gives him “a sense of
understanding how different parts of the
world click,” which is important to appra-
ciating Citigmup's global business,

While Citiis eager to expand its Asian
business, Mr, Pandit stll acknowled ges “a
significant responsibility” on Citi's part to
help be “an integral part of the American
recovery.” He cited Citi's efforts to help
American homeowners and credit-card
holders who are having tmuble making
their payments.

But “now it's the turn for the foreign
consumer to rise,” he said, and American
businesses can help with the UL5. recovery
through exports to overseas consumers.

Mr. Pandit =aid he hopes to continue
expanding Citigroup's business in the two
higgest engines of growth in Asia, China
and India, despite tough local estrictions
that tie its hands more than in some other
markats.

He took aswipe at compeatitors who sold
down strategic stakes in Chinese banks to
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raise hillions of dollars in capital during
the financial crisis. Royal Bank of Scotland
Group PLC sold its entire stake in Bank of
China Lid. and Bank of America Corp. and
Goldman Sachs Group Inc. have both pared
their holdings in Chinese banks this year.,

“There have heen other companiss in
the 1.5, who have sold positions in their
banks during this turbulence,* Mr. Pandit
=aid. “Maybe for them China is a financial
play, but for us China is an important part
of Citi's strategy in the futu e

In China, Citigroup has one of the larg-
est networks among foreign banks, with
eight corporate branches and 26 consumer
bank outlets. It also owns a 20% stake in
southern Chinese lender Guangdong De-
valppment Bank.

Asked whether Citigrou pwould consid-
er=salling its stake in Guangdong Devalop-
ment Bank to halp mise capital, Mr. Pandit
=aid “our actions speak.” He noted that Cit
has “sold alot of businesses or rationalized
our businesses, and diluted our sharshold-
ers to raise a lot of equity.” By contrast,
it has held on to its higeest investment
in China, “I think those actions stand for
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something,” he =aid.

A just-completed exercize will end up
comverting some $58 hilion of preferred
and trust preferred securities into com-
mon shares, laving Citi better capitalized.
But it will al=o leave the government Hkely
holding 34% of the bank. However, Mr. Pan-
dit dismizsed suggestions that compatitors
speaking ill of Citi's bailout from Washing-
ton are affecting the businesa, “I've usually
found that you don't win business by talk-
ing down somebody,” he zaid.

The glohal nature of Citi's fund flows
can he controversial. Robust savings de-
posits in parts of Asia can be used to ex-
tend loans in aneconomically weaker U5,
potentally spreading default risk across
borders. Thereare points in ime, Mr. Pan-
dit acknowled ged, when companies in one
part of the world need loans and liguidity
available from elsewhere in the world.

“That's the business that we're in” he
=aid. However, he added that the safety and
soundness of its local businesses was criti-
cal and Citiworked closely with regulators
everywhere it oparated.

Mate: Citicorp activities inchude
regional consumer banking, securities
and kanking, and transaction services
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