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One of the first publicly traded,

Brazilian-owned holding

companies, Itaúsa –

Investimentos Itaú S.A. controls

Brazil’s second largest private

sector group, by revenues. The

group is active in financial

services, insurance, real estate

and industry (including IT and

computers, consumer goods,

wood paneling, bathroom fixtures

and chemicals). The Itaúsa group

closed the year 2001 with

R$ 85 billion (US$ 37 billion)

in assets and R$ 10 billion 

(US$ 4 billion) in net equity.

ITAÚSA PROFILE

Itaúsa – a true holding company with no productive activity of its

own – manages the companies it controls, choosing its executives

and defining the investment policies and management of each.

Its basic strategy is to diversify its investments throughout the

various sectors of the economy, without being heavily weighted

in just a few. This decision is based on the extraordinary historical

volatility of the Brazilian economy. In the past several years,

significant variations in the results of our operating areas have

been brought about by a revolving door of currency changes,

plus monetary, fiscal and exchange rate policies.

Group Values

Respect for people

Strict observance of laws and regulations

Skills development

Advanced technology

Itaúsa’s culture is allied to key business management principles

such as strict evaluation of the many risks inherent in our

operations, an emphasis on both technological capacity and

intellectual capital, and sophisticated result-monitoring techniques.

Together, these provide the Itaúsa group with continuous growth,

even in times of macroeconomic uncertainties. All Itaúsa group

companies base their activities on these core values.
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RESULTS AND MAIN FINANCIAL INDICATORS

Results

Values in millions

Year Parent Minority Group
Company Shareholders

Total net income R$ 2001 1,183 1,301 2,484

US$ 510 561 1,071

R$ 2000 882 1,002 1,884

Recurring net income R$ 2001 1,132 1,282 2,414

US$ 488 553 1,041

R$ 2000 1,002 1,034 2,036

Extraordinary net income R$ 2001 51 19 70

US$ 22 8 30

R$ 2000 (120) (32) (152)

Shareholders’ equity R$ 2001 5,055 4,628 9,683

US$ 2,178 1,995 4,173

R$ 2000 4,114 4,131 8,245

Return on Equity (ROE) (%) 2001 23.40 28.11 25.65

2000 21.45 24.25 22.85

Dividends/interest on own capital R$ 2001 395 464 859

US$ 170 200 370

R$ 2000 333 342 675

• Recurring net income of R$ 1,132.1 million (US$ 487.9 million) grew 12.9 % in relation to 2000.

• Consolidated net earnings per thousand Itaúsa shares amounted to R$ 385.22 (US$ 166.01), while the book value reached
R$ 1,646.21 (US$ 709.45).
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MAIN FINANCIAL INDICATORS

Total Assets

R$ million
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Principal Indicators of the Companies Controlled by ITAÚSA

Values in millions
Year Banco Itaú S.A. Insurance, Duratex Itautec Philco Elekeiroz

Consolidated Pension Plans and
Capitalization (1)

Total assets R$ 2001 81.807 5.945 1.441 812 219 84.863
US$ 35,256 2,562 621 350 94 36,572
R$ 2000 69.555 5.388 1.448 729 209 72.284

Operating Income (3) R$ 2001 21.695 3.498 785 1.172 131 24.083
US$ 9,350 1,508 338 505 56 10,379 
R$ 2000 15.860 3.028 745 1.169 115 17.954

Net Income R$ 2001 2.389 364 52 4 13 2.484
US$ 1,030 157 22 2 6 1,070
R$ 2000 1.841 314 67 60 12 1.884

Shareholders' Equity R$ 2001 7.578 2.236 864 270 155 9.683
US$ 3,266 964 372 116 67 4,173
R$ 2000 6.642 2.221 850 278 146 8.245

Return on equity  (ROE) 2001 31.5% 16.3% 6.0% 1.6% 8.4% 25.7%

2000 27.7% 14.1% 7.8% 21.6% 8.2% 22.9%

Permanent assets R$ 2001 3.345 1.640 801 220 121 4.505
US$ 1,442 707 345 95 52 1,941
R$ 2000 3.197 1.553 724 180 111 4.228

Investments in the period R$ 2001 1.510 276 140 83 19 1.704
US$ 651 119 60 36 8 734
R$ 2000 2.362 81 139 59 31 2.571

Internally generated Funds (4) 
R$ 2001 5.060 303 114 51 21 5.176
US$ 2,181 130 49 22 9 2,231 
R$ 2000 4.420 299 142 94 19 4.555

Dividends paid R$ 2001 808 124 24 8 4 859
US$ 348 53 10 3 2 370
R$ 2000 629 115 21 17 3 675

Personnel expenses R$ 2001 2.494 118 172 183 16 2.884
US$ 1,075 51 74 79 7 1,243 
R$ 2000 2.239 94 163 152 15 2.589

Discretionary Bonuses R$ 2001 198 10 12 5 1 217
US$ 85 4 5 2 1 93
R$ 2000 183 12 10 4 1 200

Number of employees 2001 45,409 1,811 5,992 4,813 384 56,629
2000 47,524 2,047 5,792 4,930 399 58,850 

Taxes paid and provisioned R$ 2001 1.122 119 184 123 24 1.497
US$ 484 51 79 53 10 645
R$ 2000 1.008 99 164 130 17 1.341

(1) Figures related to insurance, pension plan and capitalization companies which are consolidated in Banco Itaú S.A., are also presented separately.

(2) Figures related to consolidated/group are net of consolidation adjustments and unrealized income from inter-company operations.

(3) Following international accounting standards, operating income by area of operation was obtained as follows:
• Banco Itaú S.A.: Total of income from financial intermediation, services rendered, insurance premiums, capitalization and pension plans and

other operating income.

• Insurance, pension plan and capitalization: includes income from insurance premiums, capitalization, pension plans, financial income and
capital gains.

• Duratex, Itautec Philco and Elekeiroz: includes net income from sales of products and/or services.

(4) Covers funds arising from operations:
• plus expenses from allowance for possible loan losses;

• not including changes in mathematical provisions for capitalization and pension plans, but including changes in unsettled claims, credits and
debits from insurance operations and deferred selling expenses from insurance, pension plans and capitalization.

Financial Area Industrial Area
Consolidated /

Group
(2)
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Below is the value-added statement for 2001, comprising the companies of the Itaúsa Group.

VALUE-ADDED STATEMENT

Consolidated Value-Added Statement

in millions
2001 2001 2001 2000 2000

R$ US$ Share (%) R$ Share (%)
Product and service sales, net of material costs,
third-party services and other (A) 5,159 2,223 – 4,385 –
Financial intermediation income (B) 5,309 2,288 – 4,556 –
Insurance operation income (C) 472 203 – 381 –
Other income/Operating expenses (D) (3,666) (1,580) – (3,206) –
Value added (E = A + B + C + D) 7,274 3,135 – 6,116 –
Payroll (F) (*) 2,664 1,148 36.6 2,441 39.9

Tax (G) 1,934 834 26.6 1,690 27.6

Shareholders’ dividends (H) 859 370 11.8 675 11.0

Parent company 395 170 5.4 333 5.4

Minority shareholders 464 200 6.4 342 5.6

Industrial financing remuneration (I) 192 83 2.6 101 1.7

Reinvestment of profits (J) 1,625 700 22.4 1,209 19.8

Parent company 788 340 10.9 549 9.0

Minority shareholders 837 361 11.5 659 10.8

Value added distribution (K = F + G + H + I + J) 7,274 3,135 100.0 6,116 100.0

(*) Social security charges not included.



Letter to Shareholders

Itaúsa and its subsidiaries recognize the enormous challenge represented by global competition and its

impact on companies in emerging economies. This challenge is essentially two sided consisting of constant

technological development and operational scale. The first deals with acquiring and maintaining competitive

advantages, particularly those related to innovation. The second relates to size, productivity and efficiency in

cost controls.

All Itaúsa group companies employ a clearly defined strategy based on:

Accelerated expansion through: acquisitions of companies in the sectors where we operate, conquering

new markets, organic growth, and most importantly, through growing the client base;

A focus on technological developments through ongoing investments representing R$ 1.3 billion

(US$ 560,000) in 2001, and in the experience derived from our acquisition policy, strategic alliances and

attracting qualified staff;

Continual development of our people’s management abilities. Investments in developing human resources

in 2001 totaled R$ 56.1 million (US$ 24 million).

Consistent remuneration of shareholders through valuing their investments, and a policy of paying

dividends and interest on our own capital. Itaúsa’s Preferred shares grew 12.4% to R$ 2.17 by year-end,

against the 11% devaluation of the São Paulo Stock Exchange Index in the same period.

In the past seven years, the Brazilian financial sector has undergone an intense process of consolidation.

Many competitors, incapable of making the drastic changes necessary, disappeared or were merged. Banco Itaú,

Itaúsa’s operations leader in the financial market, recognized the importance of not only these adjustments but

the capacity to generate funds required for acquisitions to expand its operating scale, plus the invaluable

knowledge these changes would provide in staying competitive in today’s sophisticated, global environment.

Acquiring many of Brazil’s largest state-owned banks, including Banco do Estado de Goiás in 2001, has

allowed Itaú to strengthen its position as one of the leaders in the domestic retail banking market. Additionally,

we purchased banks with complementary strengths, and with skills in international operations and in highly

demanding market segments, allowing us to diversify and enhance our operations portfolio and become the

leader in the Brazilian corporate banking, private banking, and asset management segments. This strategy was

bolstered this year by the offer to acquire Banco Sudameris Brasil and the purchase of the fund management

and private banking operations of Lloyds TSB Asset Management (LAM).

During the year Banco Itaú increased its capacity of operating in international capital markets, having

launched its Level II ADR program on the New York Stock Exchange and being granted the status of “Financial

Holding Company” by the US Federal Reserve System, which allows the Bank to operate in the US on an equal

footing with American and other foreign banks. At the same time, Itaú had its international ratings upgraded by

the world’s leading risk rating agencies, giving it increasingly greater ability to raise low-cost funds.

MESSAGE FROM THE MANAGEMENT
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In the industrial area, Itautec’s investments in Research and Development, in conjunction with the University

of São Paulo, led to the development of the PAD – a supercomputer that uses parallel multi-processing for

complex calculations.

Itautec was the leading supplier of personal computers to the corporate segment in 2001, according to

International Data Corporation, while Global Finance magazine named Itautec “Best Computer Hardware

Company in Latin America”. Itautec was also an award winner in the category of “Best Supplier of Terminals

for Wire Transfer of Funds” by EAN Brasil, while the Webway Slim Terminal received the “Best Design” award

in the “Self Service” category at the International Forum for Design in Hannover. This Itautec product,

developed and designed using Brazilian technology only, will be on display in Hannover throughout 2002.

Philco began an Original Equipment Manufacturer TV export program to Latin America and the US using

domestically developed technology, thus proving its world class technological capacity. Its new “Platinum” TV

line received a number of international certifications, including the Energy Star label from the Environmental

Protection Agency, for reduced energy consumption and waste. It also obtained Federal Communications

Commission approval, which certifies the level of electromagnetic emissions and electrical circuit radiation, and

is in the final phase of approval by Underwriters Laboratories, which certifies the safety of the components

used, the manufacturing process, and the finished product.

With respect to the year’s financial results, net income of the Itaúsa holding company reached

R$ 1,183 million (US$ 510 million), with a 23.4% return on consolidated net equity of R$ 5,055 million

(US$ 2,178 million). Net earnings per thousand shares were R$ 385.22 (US$ 166.01) while the dividends

totaled R$ 395 million (US$ 170 million).

Net income of the Itaúsa Group was R$ 2,484 million (US$ 1,070 million), with a 25.7% return on

consolidated net equity of R$ 9,683 million (US$ 4,173 million). Recurring net income of R$ 2,414 million

(US$ 1,040 million) grew 18.6% year-on-year. Its companies in the financial sector contributed 96.2% to the

bottom line, against 3.8% for those in the industrial sector.

Itaúsa was among the first companies to voluntarily join the São Paulo Stock Exchange Level I Corporate

Governance Index (IGC), introduced in June. This demonstrates Itaúsa’s efforts to further strengthen its

relationships with investors and increase its share value potential.

Current factors, both in Brazil and abroad, point to improvement and growth, and accordingly we see 2002

as a better year for companies. Regarding Argentina, our operations there remain subject to the uncertainties of

that country’s difficult political and economic situation.

In closing, we wish to express our deepest gratitude to our shareholders for the continuing trust they have

placed in the Board.

São Paulo, March 2002

Olavo Egydio Setubal

Chairman of the Board
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Stock Price: US$ 2.3204 P / E: 0.21 P / BV: 118.92%

Annual Appreciation With reinvestment Without reinvestment
of dividends (%) of dividends (%)

10 years 23.93 18.69
5 years 11.23 4.73

2001 (2.48) (6.54)

Appreciation in Itaúsa’s Preferred Shares
Assuming US$ 100 invested on December/1991 

US$ 845.56

US$ 554.78

US$ 369.81
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Joining the São Paulo Stock Exchange Level I Corporate Governance Index

Itaúsa was among the first companies to voluntarily join the São Paulo Stock Exchange

(Bovespa) Level I Corporate Governance Index (IGC), introduced on June 26, 2001.

This demonstrates Itaúsa’s efforts to further strengthen its relationships with investors

and increase its share value potential.

As part of the IGC, Itaúsa is committed to, among others:

Keep a minimum of 25% of its equity shares in circulation;

Prohibit the issue and trading of Founders’ Shares in the market;

Give a minimum 15 days’ notice for calling a General Meeting;

Use means of disseminating share issuances that achieve widespread distribution;

Meet compliance standards for quarterly financial reporting;

Follow disclosure rules for the acquisition of shares issued by the company to its controlling

shareholders or management;

Disclose management stock option plans; and

Publish an annual calendar of corporate events.



The Brazilian Economy

In 2001 the Brazilian economy

underwent several adverse shocks,

resulting in a slowdown in

economic activity. Internationally,

the global economic downturn and

the effects of the Argentina crisis

resulted in decreased investment

flow and a devaluation of the real.

In Brazil, the energy crisis also

limited the growth of power-

intensive industries.

Notwithstanding, GDP grew

1.5%. Agriculture grew 5.1%,

services grew 2.5% and industry

decreased 0.6%. 

The devalued real and slowed

economic activity significantly

reduced imports in the second half

of the year. Export levels remained

flat, despite the global recession,

reversing the balance of trade to a

US$ 2.6 billion surplus.

(1) Accumulated CDI in
the year deflated by

Expanded Consumer
Price Index

GPD

Annual Variation (%)

Agriculture
Industry
Services
Total

General Price
Index (IGP-DI)

Expanded
Consumer Price
Index (IPCA)

Exchange Rate
R$/US$

Inflation and Exchange Rate

Annual Variation (%)

Real Interest Rate (1)

Annual Variation (%)

Source: Brazilian Geographical and Statiscal Institute (IBGE).
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Maintaining a high public sector primary surplus is considered

necessary to reduce interest rates. Brazil’s good fiscal performance

was due primarily to the enactment of the Fiscal Accountability Law

and its compliance not only by the Federal Government but also by

State and Municipal Governments.

By year-end, the fiscal surplus, trade balance turnaround and an

inflow of foreign funding resulted in a strengthened real and reduced

country risk, pointing to decreased interest rates and a resumption of

economic growth in 2002.

Inflation was pressured by the

devaluation of the real, which fell

18.7% against the US dollar. The

Expanded Consumer Price Index

(IPCA) reached 7.7%, above the

6% inflation target ceiling.

Accordingly, the Central Bank of

Brazil (BACEN) raised the Special

Settlement and Custody System

(Selic) interest rate from 15.25%

to 19%, which kept inflation under

control, although above the 2001

inflation target.

The consolidated public sector

primary surplus reached

R$ 43.7 billion, or 3.7% of GDP,

keeping the GDP – public debt ratio

within acceptable levels. 

Balance of Payments

US$ billion
2000 2001

Uses (56.6) (58.4)

Current Account (24.7) (23.2)

Trade Balance (0.7) 2.6

Services Balance (25.5) (27.5)

Unilateral Transfers 1.5 1.6

Amortizations (32.0) (35.2)

Sources 56.6 58.4

Foreign Direct Investments (incl. intercompany Loans) 32.8 22.6

Portfolio Investments 2.8 2.2

Medium and Long Term Loans and Financing 37.3 34.6

Other Capital (including Errors e Omissions) (8.2) (4.5)

International Support (10.4) 6.7

Change in Reserves Assets (minus=increase in reverses) 2.3 (3.3)





Banco Itaú was granted “Financial
Holding Company” status by the
US Federal Reserve.
Of the 606 banks so designated,
only 27 are based outside the
United States.

Brazilian expertise.
International scope.



Highlights

2000 2001 2001

US$ % Growth
Statements of income – (in R$ millions)

Consolidated net recurring income 1,918 2,354 1,014 22.7

Consolidated net income 1,841 2,389 1,030 29.8

Net income per thousand shares – (R$)
Consolidated net income 15.99 21.41 9.23 33.9

Book value 57.70 67.89 29.26 17.7

Interest on own capital 5.46 7.24 3.12 32.5

Price of registered preferred share PN (1) 170.81 174.69 75.28 2.3

Total interest on own capital – (in R$ millions) 629 808 348 28.5

Market capitalization (2) – (in R$ millions) 19,664 19,499 8,403 (0.8)

Balance sheet – (in R$ millions)
Total assets 69,555 81,807 35,255 17.6

Total loans 27,253 34,282 14,774 25.8

Own, third-party, and managed funds 98,542 123,970 53,426 25.8

Subordinated debt - 1,433 617 -

Individual shareholders’ equity 7,145 8,564 3,691 19.9

Consolidated shareholders’ equity 6,642 7,578 3,266 14.1

Financial ratios (%)
Return on Equity (ROE) recurring 28.9 31.1

Consolidated ROE 27.7 31.5

Return on Assets (ROA) 2.6 2.9

Risk-based capital ratio (Basel Ratio) 14.4 16.9

Efficiency ratio 57.8 54.7

Capitalization ratio 47.7 36.7

(1) Average price for the month of December.

(2) Calculated based on the average preferred share trading quotation in December. This gave Itaú the highest market value among Brazilian private
companies and Latin American banks.

FINANCING AND INSURANCE

By facing the challenge to grow in scale and strengthen its

competitiveness, Banco Itaú S.A. achieved extraordinary

performance in 2001, combining record income, significant

growth in its businesses, and improvement of its capital base.

Maintaining this level of performance will let Itaú compete in what

will likely become a more closely interrelated global financial

market. The following table demonstrates this performance for

the periods indicated:
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Assets and Loans

In 2001, Itaú focused on growing its assets through an expanded credit portfolio, whose 25.8% increase was

spread evenly among all segments. Interbank deposits and securities increased by 2.5%.

Assets

in R$ millions
2000 2001 2001

US$ million % Growth
Total Loans 27,253 34,282 14,774 25.8

Local Currency 20,503 25,878 11,152 26.2

Individuals 9,354 11,738 5,058 25.5

Small businesses and middle market 2,535 3,132 1,350 23.6

Large companies 8,614 11,008 4,744 27.8

Foreign Currency 6,750 8,404 3,622 24.5

Trade finance 3,732 4,541 1,957 21.7

Other 3,018 3,863 1,665 28.0

Interbank deposits 8,725 10,070 4,340 15.4

Securities 19,938 19,318 8,325 (3.1)

Funding and Fund Management

in R$ millions
2000 2001 2001

US$ million % Growth
Total funds 98,542 123,970 53,426 25.8

Own funds 3,991 4,843 2,087 21.4

Third-party funds 52,887 63,331 27,293 19.7

Managed funds 41,664 55,796 24,046 33.9

Funding and Fund Management

Development in our various products demonstrated balanced growth of managed assets, due to efficiency

in our different operating areas. During the year, investment funds grew 36% to R$ 49,711 million

(US$ 21,423 million).



Extraordinary performance, combining record
earnings and operations growth.

Acquisitions

Banco Itaú made acquisitions in 2001, strengthening its position in

its main markets, namely Brazilian retail, public sector-related

clients, fund management, private banking, institutional investors,

corporate banking, and international.

Banco Sudameris

Continuing the negotiations begun in December 2001, Banco Itaú

S.A. and IntesaBci signed a new agreement on March 8, 2002,

through which Itaú will acquire 94.57% of those shares of Banco

Sudameris Brasil S.A. directly and indirectly held by France-based

Banque Sudameris S.A. This new offer only includes Banco

Sudameris Brasil S.A. and SATA – Sociedade de Assessoria Técnica

Administrativa S.A. IntesaBci has granted Itaú first rights until

April 30, 2002.

The purchase price was based on the December 31, 2001 adjusted

book value of Banco Sudameris Brasil S.A., plus goodwill of

US$ 925 million. Half of the total amount will be paid in cash and

half as subordinated debt issued abroad.

Banco do Estado de Goiás

Through a privatization bid, Banco

Itaú paid R$ 665 million

(US$ 286 million) to acquire

84.46% of Banco do Estado de

Goiás S.A. (BEG). 74.2% of the

purchase price was paid using a

variety of bonds and privatization

certificates.

This investment made Itaú the

leader in Goiás state, an important

mid-west Brazilian market. Payroll

of the state’s 135,000 public

servants will continue being paid

through BEG for the next five

years, making this acquisition

crucial in consolidating Itaú’s

position in the retail market.
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Lloyds TSB Fund Management and Private Banking 
Activities in Brazil

Itaú acquired the fund management and private banking operations

of Lloyds TSB Asset Management (LAM), which specializes in

managing tailored portfolios and a wide range of mutual funds

investing in fixed income securities, derivatives, and equities.

With this acquisition Itaú strengthened its position in the fund

management market and solidified its leadership among private

managers for institutional investors, as well as corporate and private

banking client assets.

Ratings and Recognition

Banco Itaú was granted the status

of Financial Holding Company by

the Board of Governors of the US

Federal Reserve System. Only 27

of the 606 banks holding this

rating were based outside the

United States. The rating was

granted after a detailed review of

several factors, such as Banco

Itaú’s level of capitalization and

the quality of its management. The

new designation allows the Bank

to operate in all financial business

areas in the US, directly or through

its subsidiaries.

Moody’s upgraded the Bank’s

international rating to Ba2 – two

levels higher than Brazil’s rating –

in addition to maintaining Itaú’s

Aaa.br rating, the highest domestic

rating possible. Standard & Poor´s

granted Itaú an AA+ rating at the

domestic level, the top rating ever

obtained by a Brazilian financial

institution.

The Itaú brand was considered

the most valuable in Brazil, with

an estimated value of

US$ 970 million, according to

British consultancy Interbrand,

the world leader in valuing brands,

which made its first survey in

Brazil in 2001.



Our consistent results have received
widespread recognition.

Best Domestic Bank in Brazil – Euromoney magazine (4th consecutive year).

Bank of the Year in Brazil – The Banker magazine (2nd consecutive year).

Best Emerging Market Bank – Brazil - Global Finance magazine.

Bank of the Year 2001 – Hors Concours – LatinFinance magazine.

Chosen as part of the Dow Jones Sustainability Group Index (DJSGI)

(2nd consecutive year).

Best Brazilian Fund Manager – Exame magazine.

“Animec 2001” seal of approval, given by the National Association of Capital Market

Investors (Animec), a non-governmental organization engaged in representing the

interests of minority investors.

Greatest Transparency Prize – Atlantic Rating (4th consecutive year).

Best Listed Company, for its service to shareholders and to the capital markets –

Abamec (Brazilian Association of Capital Market Analysts) São Paulo, 

Minas Gerais and Northeast Region.

Best Internet Bank in Brazil – Global Finance magazine.

Itaú Bankline – Best Internet Bank in Brazil - Info Exame magazine.

Social Value Award – Valor Econômico newspaper.
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ADR Program

On February 21, 2002, Itaú began trading its shares on the

New York Stock Exchange (NYSE), and raised its ADR program

(American Depositary Receipt) to Level II by substantially

increasing the number of investors with access to these Itaú shares,

and offering better access to international capital markets. Itaú’s

Level I was implemented in July 2001.

Argentina

Despite the economic and political

difficulties in Argentina, Banco Itaú

Buen Ayre (IBA) generated positive

results in 2001, due to a 15%

reduction in operating costs and a

policy focused on marketable assets.

The Bank maintained its policy of not

granting credit to the public sector.

Currently, IBA’s position is good, with

high liquidity. A new rationalization

program is also being implemented.

In view of high liquidity, hedge

transactions, the new cost reduction

program, quality of the credit

portfolio, volume of existing

provisions, and available information

and understandings, management does

not expect a material impact of the

investment in Argentina on the 2002

results of Itaú.



Itaúsa Portugal’s assets grew
23.5% in 2001.

Insurance, Private Pension Plans and Capitalization

Itauseg and its subsidiaries posted net income of R$ 150 million

(US$ 65 million) in 2001, with a 19.9% return on equity of

R$ 755 million (US$ 325 million). Earnings from insurance

premiums reached R$ 1,543 million (US$ 665 million) while

technical reserves stood at R$ 867 million (US$ 374 million).

The claims ratio was 58.7%, against 61.1% posted in 2000.

The combined ratio was 98.5%, an improvement of 2.3 percentage

points over 2000.

Itaucap and Itauprev posted year-end technical reserves of

R$ 918 million (US$ 396 million) and R$ 1,355 million

(US$ 584 million), 6% and 51% higher than in 2000, respectively.

Free Benefit Generating Plans (PGBL) grew 187% in value over

2000, posting a balance of R$ 483 million (US$ 208 million), a

result of the priority given the private pension fund market. Itauprev

registered the highest growth in reserves of the ten largest

companies in this sector.

Itaúsa Portugal, SGPS

The holding company which

oversees the group’s financial

activities in the European Union –

Itaúsa Portugal, SGPS, S.A. –

registered net consolidated assets

of  2.1 billion (US$ 1.8 billion)

at the end of 2001, representing

23.5% growth over 2000.

Consolidated net income rose to

29.8 million (US$ 26.2 million),

an 11.1% return on consolidated

shareholders’ equity which

totaled  279.5 million 

(US$ 246.3 million) at year-end.

Banco Itaú Europa (BIE),

incorporated under Portuguese law

and supervised by the Central

Bank of Portugal, is controlled by

Itaúsa Portugal, which focuses its

operations on the growing trade

and investment relationships

between Europe and Brazil. 
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Currently, capital markets and treasury products developed to serve

its client base, together with its expertise in finance structuring

to support Brazilian companies’ activities abroad, allowed the

Bank to significantly diversify its sources of revenues, which

totaled 26 million (US$ 23 million) in 2001, a 24% increase over

2000. The increase in assets was supported by the expansion of

its funding base at costs compatible with the European financial

system, due primarily to the investment grade rating granted to BIE

by Moody’s and Fitch IBCA.

Banco Itaú Europa Luxembourg

(BIEL) is also 100% controlled by

Itaúsa Portugal and operates under

the supervision of the Central

Bank of Luxembourg. It is

engaged exclusively in private

banking activities.

An associated company, BPI,

SGPS, S.A., the holding company

of one of Portugal’s largest

banking groups, in which the Itaú

Group holds a 15% stake, reported

year-end consolidated assets of

25 billion (US$ 23 billion) and

net income of  133 million 

(US$ 117 million). The Itaú

Group’s stake in BPI, SGPS

is held by IPI - Itaúsa Portugal

Investimentos SGPS, Ltda., of

which Itaúsa Portugal has 51%

equity and Banco Itaú the

remaining 49%.

Itaú Europa + Itaú Luxembourg

in R$ millions
2000 2001 2001

US$ million % Growth
Consolidated Assets 3,036 4,071 1,754 34.1

Credit Operations 1,073 1,350 582 25.8

Own and third party funds 2,896 3,900 1,681 34.7

Managed funds 368 661 285 79.4

Shareholders’ Equity 407 490 211 20.5

Net Income 33 44 19 32.9

ROE % 8.2 9.0 - -

ROA % 1.1 1.1 - -

Solvency ratio % 27.1 25.9 - -





Duratex focuses on the
high quality of its
products, known for their
world-class standards.

Technology in
both form and
function.



R$1.0 billion in sales, a 6% increase over
the previous year.

Duratex S.A. posted revenues of R$ 1.0 billion (US$ 431 million)

in 2001, a 6% increase over 2000. Exports totaled R$ 88.9 million

(US$ 37.6 million).

Consolidated operating income totaled R$ 121.9 million

(US$ 52.5 million), while EBITDA (earnings before interest and tax,

plus depreciation and amortization) dropped 6% year-on-year to

R$ 187.6 million (US$ 80.8 million). Operating cash flow totaled

R$ 186.0 million (US$ 80.2 million).

Net income totaled R$ 52.1 million (US$ 22.5 million), reflecting

the heavy impact of the R$42.6 million (US$ 18.4 million) loss on

operations in Argentina. This amount included R$ 19.2 million

(US$ 8.3 million) arising from an operating loss and R$ 9.3 million

(US$ 4.0 million) from extraordinary adjustments attributable to the

company’s restructuring. Duratex’s consolidated income also

included R$ 5.7 million (US$ 2.5 million) in losses from the

devaluation of the peso against the dollar, and the full amortization

of goodwill on the Deca Piazza acquisition, totaling R$ 8.4 million

(US$3.6 million).

The Wood Division

The Wood Division (Divisão Madeira)

operated at full capacity, showing a slight

recovery in average price compared to

2000, thanks to sales of coated products

with greater value added, in conjunction

with the higher exchange rate. 

Deca Division

Although average prices decreased 

year-on-year, sales in the Deca Division

grew 6.5%. The price decrease was

concentrated in the metal bathroom

fixtures segment, which was affected by

increased competition from low-priced

products and price adjustments for some

top of the line products.

INDUSTRIAL AREA
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The Duratex Planned Investment Budget

The Duratex Planned Investment Budget totaled R$139.4 million

(US$ 60.1 million). 

Operationally, new paper impregnation equipment was installed in

Agudos, São Paulo, as was the drier installation works in Itapetininga,

SP. The Wood Division also acquired 10,417 hectares of land,

3,693 hectares of forests plus forestry equipment, while work

progressed on opening a new HDF/MDF plant in Botucatu, SP.

In the Deca Division, the expansion of the toilet fixtures plant in

Jundiaí, SP was completed, as was the installation of equipment

which fully automated production of the Hydra valve and the

shipping area.





Itautec Philco is
continually investing in the
development of its own
technology and its
internationally respected
products.

Focusing on
technological
development.



Itautec was the leading supplier of PCs for the
corporate market in 2001.

In 2001, Itautec and Philco reported gross income from sales

and services of R$ 1,334.3 million (US$ 575 million) and

consolidated net income of R$ 4.2 million (US$ 1.8 million).

Final net income figures included the negative impact of

R$ 1.4 million (US$ 0.6 million) attributable to Argentine

operations, using the average exchange rate of

P$ 1.83/US$ 1.00 (Argentine pesos per US dollar) used

in financial operations carried out by the company in

January 2002.

During 4Q01, income of R$ 9.4 million (US$ 4.1 million)

negated the loss accumulated up to September, thanks to

improvements in the company’s operating model, such as

adopting several measures that reduced inventory levels and

personnel. To sharpen the focus on strategic areas, changes

were made in internal information technology systems.

Operating cash flow reached R$ 89.8 million

(US$ 38.7 million). Earnings before interest, taxes,

depreciation and amortization (EBITDA) totaled

R$ 79.8 million (US$ 34.4 million).

The National Bank for Social and Economic Development

(BNDES) disbursed R$ 91.1 million (US$ 39.3 million)

related to financing the company’s Investment Plan (PAR),

representing 85% of the total loan approved in December

2000. Total PAR funding was R$ 148.9 million

(US$ 64.2 million) for the year and included

R$ 44.6 million (US$ 19.2 million) for technology

development and new products, R$ 44.4 million

(US$ 19.1 million) in fixed assets for industrial automation

and modernization of plants, R$ 38.2 million

(US$ 16.5 million) in equipment for rental to customers

and R$ 21.7 million (US$ 9.4 million) for promotions and

advertising. 

Itautec’s 2001 gross revenues grew 9.7% from 2000.

Information Technology

Itautec’s sales in the personal

computer/workstation segment decreased during

2000, as approximately 65% of the Brazilian

market was dominated by the “Grey Market”.

This market is characterized by its informality,

both in relation to the purchase of components

via shell importers, as well as sales made

without payment of applicable taxes.

Additionally, these predatory competitors do not

invest in Research and Development (R&D)

(Information Systems Law 10176/01). On the

other hand, by investing in R&D, Itautec,

together with the University of São Paulo,

developed the PAD – a supercomputer that uses

parallel multi-processing technology and which

is mainly used for complex calculations such as

weather forecasting. Despite retail difficulties,

Itautec was the leading supplier of

microcomputers to the corporate segment in

2001, according to market research conducted

by IDC – International Data Corporation.

Furthermore, Infoway received the “Best

Desktop of 2001” award from Info Exame

magazine, while American magazine Global

Finance named Itautec as “The Best Computer

Hardware Company in Latin America” in its

September issue.

INDUSTRIAL AREA
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Maintaining its leadership and pioneering efforts in the

commercial automation segment, Itautec received an award in

the category of “Best Supplier of Terminals for Wire Transfer of

Funds” from EAN Brasil. Revenues from software were also up

in 2001, increasing 20% from 2000.

The Webway Slim Terminal received the “Best Design” award

in the “Self-Service” category at the 47th annual IF-

International Forum for Design in Hannover. This Itautec

product, developed and designed using Brazilian technology

only, will be on display in Hannover throughout 2002.

In telecommunications and networks, Itautec.com Serviços

installed 101,000 ADSL modems for high-speed internet access,

tripling their 2000 sales figures in this area. The segment

reached its breakeven point at the end of the year. In 2001,

significant efforts were made in Internet Security, including

investments in staff training and certification to meet the

demand for security projects from Itautec customers, the

development of four new projects related to B2B portals, and

consolidation of the software Payment Server to facilitate

payments for on-line transactions.

Consumer Electronics

Philco’s gross revenues decreased 6.7% 

year-on-year, reflecting the contraction in the

consumer electronics market, which reached 12%

in the color television segment.

Philco began an OEM (Original Equipment

Manufacturer) TV export program to Latin

America and the US using domestically developed

technology, thus proving its world-class

technological capacity. Implementing this program

required Philco to overcome logistical problems

and bureaucratic difficulties inherent to exports.

During the period Philco also launched a new line

of TVs, designed and developed completely in

Brazil. Approved internationally by the EPA

(Environmental Protection Agency) and by the

Federal Communication Commission (FCC). 

Components

Itaucom’s gross revenues dropped 34.8% during

the period, mainly due to the 56% drop in

international “memory” prices and reduced

demand for printed circuit boards in the electronic

goods and telecommunication markets.





A local pioneer in producing
a wide variety of chemical
products, Elekeiroz plays a
key role in the daily lives of
Brazilians.

Quality,
productivity and
efficiency.



New products include 40 new
resin formulas.

The Brazilian chemical industry, operating at 78% of its installed

capacity, saw domestic sales drop 4.5% in 2001, while exports

decreased 12.3%. The sectoral balance of trade produced a

US$ 7.2 billion deficit with an average price increase of only 2.5%,

compared to a currency devaluation of 18.7%, which traditionally

regulates costs and prices in the sector.

Despite the sector’s contraction, Elekeiroz did not interrupt

investments already underway, completing the doubling of

production capacity for maleic anhydride, expanding

formaldehyde production, installing a urea formaldehyde

concentrate area and a new blower in the phthalic anhydride

production plant. The second “Information Technology Master

Plan”, which included e-commerce, was also implemented,

A “plan to rationalize consumption and increase internal generation

of electricity” was also put in place, increasing potential internal

energy generation to supply 72% of the consumption of the entire

plant, and allowing the sale of the surplus to third parties.

During the year, Elekeiroz

launched 40 new resin formulas,

two new plasticizers, and the urea

formaldehyde concentrate. It also

obtained ISO 9001 certification for

its maleic anhydride production.

Investments allowed overall

production to increase to 892

tons/employee, installed capacity

to 384,000 tons/year and

deliverable volume to 342,000

tons. The volume shipped was

2.3% higher than in 2000, despite

a 4.5% reduction for the chemical

industry in general.

INDUSTRIAL AREA
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The total shipped included 81,000 tons of organic products

(phthalic and maleic anhydride, plasticizers, unsaturated polyester

resin, formaldehyde, urea formaldehyde concentrate, and fumeric

acid), and 261,000 tons of inorganic products (sulfuric acid, carbon

hydrosulphide and melted sulfur).

Maleic anhydride shipments increased 62%, while the expanded

plant operated at 67% of its new capacity, less than one year after

its start-up.

Compared to the previous year, the average unit price for products

shipped rose 12% to R$ 481/ton (US$ 207/ton), while the

contribution margin rose 19% to R$ 138/ton (US$ 59/ton).



After investing more than R$ 70 million (US$ 30 million),

Itaúsa Empreendimentos finished the Panamérica Park project in

2001. This undertaking, located in São Paulo city’s southern region,

included nine buildings and one support center. Four of the nine

buildings have already been rented and delivered to the tenants.

Panamérica Park was built in conjunction with the Emerging

Markets Real Estate Fund II, represented domestically by

Hines do Brasil.

The conclusion of this project marked the start of a new strategic

planning cycle for the company, which expects to focus its business

mainly in the residential and retail sectors.

In a return to the residential segment, Itaúsa Empreendimentos

acquired 11,000 m2 of land in the Alto de Pinheiros district, in

São Paulo city’s southwest, where it plans to build 110 four-

bedroom luxury apartments in partnership with Construtora Líder.

In retail, investments made during the year on structural renovations

and modifyingt the mix of stores at the Raposo Shopping Center

have already produced the desired result, as sales increased 25%

over 2000. Itaúsa Empreendimentos and its partner, Fortaleza

Empreendimentos Imobiliários (Unibanco Group), will proceed

with the Improvement Program during 2002.

ITAÚSA EMPREENDIMENTOS
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The Itaúsa Group had 56,629 employees at the end

of 2001. Payroll plus labor charges and benefits

amounted to R$ 3,101 million (US$ 1,336 million).

The compensation and average charges per employee

was R$ 48,900 per annum (US$ 21,074), a 10.3%

increase over 2000. The variable portion (profit sharing,

commissions, and bonuses), paid directly to employees,

increased 30.3 % for the year, reaching R$ 263.1 million

(US$ 113.4 million).

Employee and dependent benefits totaled R$ 493 million

(US$ 212 million), and included supplementary

retirement, meal, medical-dental assistance, social

services, leisure activities, sports and culture, loans at

subsidized interest rates, insurance, transit vouchers,

donations and special grants, among others. The

Supplementary Retirement Plans, which had

R$ 183 million (US$79 million) at year-end, have

already benefited 11,335 former employees.

Itaúsa’s subsidiaries have prioritized efforts to ensure

that their employees are adequately trained. In 2001,

they invested R$56.1 million (US$ 24.2 million)

in education, training and development programs,

or 59.8% more than was spent in 2000.

HUMAN RESOURCES
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ENVIRONMENTAL, SOCIAL AND CULTURAL ENDEAVORS

Environmental ManagementEnvironmental Management

Investments in environmental

management and the acquisition of

environmental control equipment totaled

R$ 10.8 million (US$ 4.7 million).

Additionally, the Genome Eucalyptus

Project, sponsored by FAPESP (The

State of São Paulo Research Foundation)

and three other large pulp and paper

companies, got under way during the

period. This project seeks to identify

eucalyptus genes and apply this

information to contribute to species

growth, resistance to disease and

drought, among others, to create more

productive forests.

At Philco, the new line of TV sets

received the Energy Star label from the

Environmental Protection Agency

(EPA), which signifies reduced energy

consumption and waste. It also obtained

Federal Communication Commission

(FCC) approval, which certifies the level

of electromagnetic emissions and

electrical circuit radiation, and is in the

final phase of approval by Underwriters

Laboratories (UL), which certifies

the safety of the components used,

the manufacturing process, and the

finished product.
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Cultural Activity

During its 15 years of operation,

the Itaú Cultural Institute has

shown its capacity to develop,

organize and promote activities

which have contributed to the

exposure, production and

distribution of products

specifically connected with

Brazilian art and culture. The

Institute emphasizes the use of

new technologies to broaden the

circulation of and access to these

products, thus contributing to the

social participation process.

During the year, Itaú Cultural

organized 24 exhibitions,

107 cinema and video festivals,

58 music, theater and dance

shows, 8 symposiums and

seminars, and other events,

enjoyed by over 260,000 people.

We also launched the Itaú Cultural

Visual Arts Encyclopedia, the most

comprehensive database of

Brazilian visual arts, equivalent

to fifteen volumes of a thousand

pages each. A virtual and

interactive encyclopedia available

on the www.itaucultural.org.br.

website, it recorded seven million

pageviews and over 430,000 visits

during the year.

Community Service

Since its creation in 1993, the Itaú Social Program has concentrated

on the development and support of programs concerned primarily

with the community, principally in the areas of education and health.

The Itaú Social Foundation, set up in the year 2000, will permit

the permanent channeling of funds to Itaú Social Program projects,

coming from the Foundation’s assets of R$ 189 million

(US$ 81 million) at year-end. In 2001, R$ 14 million

(US$ 6 million) was invested in 85 social programs.

The Itaú Social Program is based on a sound partnership concept,

either with domestic or international specialized governmental or 

non-governmental organizations such as the Unicef, the Education,

Culture and Community Action Study and Research Center (Cenpec),

the Health Development Institute (IDS), and the Public Health

Department of the University of São Paulo (USP).

During the year the Itaú Social Foundation launched the fourth edition

of the Itaú -Unicef Education & Participation Award – a benchmark in

the area of Education – which aims to identify, develop, and publicize

community organization programs supporting public education, as

well as the Partnership Program and the Municipal Education

Improvement Program. Other activities included a partnership with

the Futura Channel and supporting the Solidary Literacy and Solidary

Training Programs.
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