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Itaúsa’ Conference Call Transcript
2003 Results
March 10, 2004– 12:00 am (EST)
Operator: Ladies and gentlemen, thank you for standing by. At this time, all lines are in a listenonly mode. Later there will be a question and answer session, instructions will be given at that
time. If you should require any kind of assistance during the call, please press star zero. As a
reminder, this conference is being recorded.
At this time I’d like to turn the conference over to Thomas Karsten, from Thomson Financial.
Please, go ahead, sir.
Mr. Karsten: Good morning, ladies and gentlemen and welcome to Itaúsa’s conference call to
discuss 2003 results. I’m Thomas Karsten with Thomson Financial Investor Relations Brazil. I’d
like to mention that a slide presentation has also been made available on the company’s
website at www.itausa.com.br during this call. Questions to the executives may be sent by email.
Before proceeding, let me also mention that forward-looking statements are being made under
the safe harbor of the Security Litigation Reform Act of 1996. Actual performance could differ
materially from those anticipated in any forward-looking comments as a result of
macroeconomic conditions, market risks and other factors.
With us today in São Paulo are - this morning - Mr. Henri Penchas, Investor Relations Director
of Itausa and Senior Vice-President of Itaú Holding; Mr. Silvio de Carvalho, Executive Director
of Itaú Holding; Mr. Álvaro Penteado, Investor Relations Manager of Duratex; Mr. Reinaldo
Rubbi, Investor Relations Director of Elekeiroz and Mr. Ricardo Setubal, Investor Relations
Director of Itautec-Philco. First, Mr. Henri Penchas will comment on the 2003 results and
afterwards the management will be available for a question and answer section. It is now my
pleasure to turn this call over to the management. Mr. Penchas, you may now begin.
Mr. Henri Penchas: Thank you, good morning. It’s a pleasure to present Itausa’s numbers of
2003 in this conference call. This presentation is splited in four segments, as you can see in the
slide number 2. First one, parent-company sustainability; the second one, performance of the
major controlled companies, where my associates will present financial highlights and volumes
highlights of each part; Itaúsa consolidated and Itaúsa in the stock market. Let’s begin.
SLIDE 2
Slide number 3; liquidity, general liquidity of Itausa at the end of 2003 at the level of 1.7, very,
very high;
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Slide number 4, debt; only 6.4% and the net debt is negative in 3.9%, that means more liquid
assets than liabilities.

Slide number 5, own resources versus third parties resources; third parties resources only 7%
and that means R$ 525 million in which 457 million are dividends to be paid to the shareholders
and other liabilities of 68 millions, mainly income tax on the payment of interest on capital. So,
as you can see, Itaúsa works basically with its own resources.

Slide number 6, return on equity; the conglomerate, 22.2% in 2003; the parent company 20.5
and the minority stockholders 24.1%. The growth, the compound annual growth rate of the
parent company since 96 to 2003, of 7.8%.
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Slide number 7; dividends received from the bank and dividends paid to the Itaúsa
shareholders, in the year of 2003 Itaúsa will pay 521 millions and received only 437 millions
from Itaú. As you can see also in this slide number 7, the compound annual growth rate of
Itaúsa’s dividends of 34.4% since 95%… since the year of 1995.

Slide number 8, a comparison of the dividends and the capital increase by cash. As you can see
in the green bars, this year the liquid, the net dividend, net of the capital increase represents
361 millions, that means 83% of the dividends received by Itaúsa of Banco Itaú Holding
Financeira and the compound annual growth rate of the net dividend, is of 30.6% since the year
of 1999.

Next slide, page 9, statement of added value; please note the high increase of the remuneration
of the government, through mainly taxes of 52.5% since 2002 to 2003 and the remuneration of
the shareholders of 1.2 billions in 2003, with an increase of 42.6% in relation to 2002.
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Let’s talk now of the performance of the main subsidiaries, slide number 11. In this slide we
show the composition of the net income of Itaúsa in 2002 and in 2003. As you can see, the
equity income increased for 1.6 billions to 1.8 billions and this equity was represented in 94.2%
of the equity income of the financial sector and 4.4% from the equity of the industrial sector.

After that in 2002 we had an income of 351 millions due to the devaluation of the Real in
comparison to the Dollar of 52.3%. In 2003 we had a valuation of the Real in comparison of the
Dollar of 18.2, so we had an expense of 19 millions and the extraordinary result, that in 2002
was an expense of 419 millions and an expense of 262 millions in 2003. So the net income had
a small increase from 1.537 billions to 1.561 billions.
Next slide, page 12, where you can see the growth of the numbers of the four main segments of
Itaúsa. Note the increase of the total assets from 114 to 122 billions; the equities, the
stockholders’ equity from 11.8 to 14.7 billions; the net income from 2.9 to 3.3 billions; the
internal fund raising from 8 billions to 8.4 billions; return on equity from 24.5 to 22.2 and the total
dividends paid to the shareholders with an increase from 861 to 1.2 billions. Now Mr. Silvio will
speak about the Banco… He will make the presentation of Banco Itaú.
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Mr. Silvio de Carvalho: Good morning. I would like to talk about some important figures that
we select, that we consider important for the sustainable growth of the bank. First we selected
the points of sale, number of branches and customer side branches, that Itaú achieved 3.172 in
the end of 2003 and the numbers of ATMs that Itaú has today, about 20 thousand ATMs - that it
is very, very important to make some competitive advantage in relation to other players.
Other important component in our strategy that is linked with our technology is the impressive
figures that we show in this slide 13, about the numbers of customers that utilize Internet Bank;
today we have 3,100 million customers that utilize Internet and make transactions - about 441
million during 2003.

Other important figure is related with the growth that we had during the last couple of years
related with the numbers of customers that here in Itaú we are talk about the active customers
9,200 million active customers that make in the minimum one transaction during the month. The
other important figures that give important operation for the bank, is the number of credit cards.
Today Itaú has 5,780 million cards that make transactions each month.
In the slide 14 we would like to talk about the acquisitions and the corporate reorganization that
Itaú made during 2003. In terms of acquisitions we concluded the operation related with Banco
BBA and the integration of this bank in the conglomerate. In March… in 10 March of 2003 the
Banco Itaú-BBA started the operations with… assuming the corporate companies that come in
from Banco Itaú together with the corporate customers that Itaú-BBA had… Banco BBA had
before. This is become the largest wholesale bank in the Brazilian market. Other important
factor that we’d like to talk about is about the creation of Banco Itaú Holding Financeira, with the
conversion of the shares of Banco Itaú to Banco Itaú Holding. Today we have below Banco Itaú
Holding Financeira, two arms: Banco Itaú-BBA, that is responsible for the wholesale market and
Banco Itaú that is responsible for other operations of the bank, as retail, private bank, middle
market and asset under management and other business. According our strategy we would like
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to talk about the acquisitions of Banco Fiat that happened in March 2003. This operation fits
very well with our strategy in terms of finance and leasing new vehicles; it generates goodwill
about R$ 462 millions during 2003. Other operation that we finished in the end of 2003 is
acquisition of Banco AGF and AGF Vida e Previdência and life insurance operations that AGF
owned the transactions that generate a goodwill about 53 million.

In the slide 15 we mention that this acquisition that we talked… just about 2003 and the other
acquisitions that Itaú made since 95, generate a goodwill about R$ 4.5 billion that is totally
amortized in our consolidated balance sheet. It not will cause any other amortization in the
futures, is totally amortized. Now I would like to transfer to Mr. Álvaro Penteado to talk about
Duratex.

Mr. Álvaro Penteado: Thank you, Silvio. I’d like to start commenting an important issue
regarding capacity expansion. As you may know, Duratex has finished a great deal of capacity
expansion, we have invested around US$ 700 million since 1995 and from 2002 until 2003 we
have expanded capacity mainly or principally in particle board, our capacity’s improved by
almost 40% and within the lines of MDF, HDF, SDF that stands for medium, high and super
density fiber-board, by more than 160%. One comment here, in vitreous china capacity
decreased by almost 4% because we shut down one of our plants due the obsolesses of the
equipment. We are expanding capacity within vitreous china by 30% by the end of the first half
of 2004. Regarding the use of this installed capacity, as you can see, by the end of the year
2003 hard board will utilize by almost 92% of the capacity; particle board 63%; MDF, HDF, SDF,
55%; metal fittings, 80%; and vitreous china 86%; remembering that particle board and MDF we
expanded capacity during the year of 2003.
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Regarding the new products released, this is very important for Duratex, since it differentiates
the company from the competitors by allowing to achieve or keeping a better selling mix.
In slide 17, regarding the production in Deca, you can see that we had a reduction of almost
9%; this regards the concentration of this line of business in the civil construction industry. As
you know, this industry was very impacted during the year 2003 due to the economic scenario in
Brazil, which was very difficult for these consuming products.

In the wood division, however, due to the capacity expansions we had an increasement in
production by almost 3%. Although we had a reduction in terms of production in Deca, as you
can see in sales in Reais we had an improvement of almost… of 10%; this is mainly due to price
increases and a better selling mix during the year of 2003 and in the wood division, that we had
an improvement of almost 3% in volumes, in financial terms we improved by 16% due to a
better selling mix.
Regarding the performance measured by the EBITDA, Deca had an improvement of 45%
mainly due to a better selling mix and the solution of our operations in Argentina; we had
industrial operations there, that experienced bad years during 2001, 2002 and now these are
only commercial operations that are generating already positive numbers.
In the wood division, however, we faced a decrease in terms of EBITDA due to the difficulties in
raising prices and due to higher operational expenses.
Regarding exports we are experiencing growth from one year to another, by 12%. This is a new
focus of the company; we have some structure projects to improve exports named the Inter-G
plus project of furniture exports and ceramics, vitreous china, products to Europe and US. In the
future we expect to achieve something like 15% of revenues back to exports.
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Regarding the CAPEX, in 2002 we invested close to R$ 300 million; this volume was much
lower in 2003 since we were finishing the expansions that I mentioned before, we have invested
R$ 170 million; for 2004 probably something like US$ 35 million and for 2005 US$ 20 million.
Now I would like to turn to Mr. Ricardo Setubal that will address Itautec issues. Thank you.
Mr. Ricardo Setubal: Good morning, slide 18, production volume highlights. Production
automation, we produced 11 thousand in 2003; computer, we produced 108 thousand; in
consumer area we produced 931 thousand products, same level; semiconductors 532 thousand
and print circuit board we produced 337 thousand, we decrease 19%. Use of installed capacity,
in automation, 62%; in computer 50%; in consumer 62%; in semiconductor 50% and print circuit
board 59%.

Slide 19, financial highlights; sales - Solution and Automation, 300 millions, we reduce 28%;
Service Integrations 261 millions, the same level as last year; Consumer Computer Products,
743 - we increase 6% and Components, 138, we reduce 5%; the total sale is 1,448 billion, we
reduce 4%. Investments R&D; we invest 50 millions in R&D; Promotion and Advertisement, 37
millions, we increase 15%; fixed assets and equipments for rental, almost 30 millions - we
reduce 60%; the total investment is 170 millions, we reduce 24%; Inventory, 198 millions, we
reduce 13%; EBITDA, 97 millions, we reduce 37%; net debt index, 133 millions, the same level.
I like to transfer to Mr. Rubbi from Elekeiroz.

Mr. Rubbi: Good morning, I would like to talk something about Elekeiroz operation, which is a
chemical operation, on the slides 20 and 21. We got a new record on our deliveries to the
market in 2003, selling 512 thousand tons a year, which is 3% higher than in the previous year.
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We got this performance due to the increasing of the non-organic chemicals, which grows 7%,
from 259 thousand tons to 277 thousand tons and also due to our more increased growth in the
exports. We got an increase of 20% on the exports for all over the world coming from 40
thousand tons a year to 48 thousand tons a year. This represents almost 21% of our total
deliveries. This is very important because the domestic market in Brazil decreased in chemical
products, 2.2% last year. Talking about revenues, we increase the revenues to a level of R$ 653
millions, with an increase of 52%; in the national market we got an increase of 48% reaching
R$444 millions; the exports achieve R$ 97 million, which increased 75% from the previous year.
The exports, again, represent something like 20% of the total revenues of the company. Our
operating income increased by 17.2%, reaching R$ 52.4 million; the final net income reached
R$ 37.2 million, with a small increase comparing with the previous year and our EBITDA
increased 29.3%, reaching R$ 84.2 millions. Another important indicator is the level of EBITDA
over the total net revenue, which got 16 points of percentage. The major happening in 2003 was
the consolidation of the operations of Elekeiroz and Ciquine, now we are completely integrated,
we acquired Ciquine in the middle of 2002 and we spent the year of 2003 and the end of 2002
in order to consolidate both operations in the three sites… the three existing sites. I would like
now to transfer again the words to Mr. Henri Penchas who is going to talk about Itaúsa again.
Thank you very much.

Mr. Penchas: Slide number 23, where you can see the consolidated net income of the parent
company and the conglomerate. As you can see, the conglomerate had a compound annual
growth rate since 97 to 2003, of 24.6% and the compound annual growth rate of the parent
company had a very high number of 22.3% since 97 to 2003 and that after the full amortization
of all the acquisitions, of the goodwill of all the acquisitions made during this period.
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Slide number 24, the evolution of stockholders’ equity and the net income; please note the big
evolution of the stockholders’ equity of the parent company, of 2.3 billions in 95 to 7.6 billions in
2003, after paying R$ 2.1 billions of dividends and with capital increases by cash of only 700
millions.

Let’s talk now about Itaúsa in the stock market. Slide 26, Itaúsa was included for the first time in
the Dow Jones Sustainability Index that measures the companies by, basically, their corporate
sustainability, the creation of shareholders value in the long term, the quality of management
and social, cultural and environmental commitments.
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Slide 27; Itaúsa was considered the third company in emerging markets in the corporate
governance index. If we consider all the developed and the emerging markets Itaúsa would
have been the sixth company in the world.

Slide 28; Itauúsa, one of the functions of Itaúsa is the dissemination of the organizational culture
to all the controlled companies, so all our publicly traded companies offer the tag-along for the
preferred shares, they have an investor relations website and they have very strict disclosure
policies. Beside of that, Itaú Holding is a member also of Dow Jones Sustainability World Index
for the fourth consecutive time; is considered the best corporate governance in emerging
markets and had the rules of the internal fiscal council published in 2003. Duratex has quarterly
conference call about the results; won the second place in ABRASCA for the best annual report
of 2002 and for 17 consecutive years they have public meetings with analysts. Itautec-Philco
converted all the shares in voting shares and Elekeiroz had a reduction of the number of
preferred shares only to one class of preferred shares.

Slide 29; you can see the very high liquidity of our share in number of trades and in the volume
of trade, with compound annual growth rates of 45.4% and 39.6% since 96.
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Slide 30: the discount of price of our share in relation of the sum of the parts. If you consider the
shares of Itaú by their market value, Duratex, Itautec, Elekeiroz and BPI Portugal by their
market value, the market value of Itaúsa is 37.7% lower than its assets valued by the market
and that not including the control premium that Itaúsa has in that.

Page 31 you can see the discount of the share, it was bigger in March 2000, 51.7%, reached
currently 37.7% and in the past, the lower discount was 3.7%, on September 96.
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Last slide, page 33, where you can see the evolution of US$ 100 invested 10 years ago, 5 years
ago and 12 months ago. The first column considering the reinvestment of the dividends, Itaúsa
shares had a valuation of Dollar plus 20.6% each year in the last ten years; Dollar plus 34.78 in
the last five years and Dollar plus 136.6 in the last year, against Dollar plus five in the
IBOVESPA, Dollar plus 4.5 for five years and dollar plus 130% in the last year. Thank you, we
are now open to the questions you may have.

Operator: Ladies and gentlemen, we will now begin the question and answer session. If you
have a question, please press the “star” key, followed by the “one” key on your touch-tone
phone now. If at any time you would like to remove yourself from the questioning queue, press
the “pound” key.
If you would like to pose a question, please press the “star” key, followed by the “one” key on
your touch-tone phone now.
Mr. Henri Penchas, at this time you may proceed with your closing statements.
Mr. Penchas: Thank you for being with us this morning and please, if you have any doubt or
any question, please call me or my associates and we will be glad to answer your questions.
Thank you.
Operator: That does conclude our Itaúsa’s conference for today. Thank you very much for your
participation. You may now disconnect.
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