Management Report – 1st Quarter 2002                                                                            ITAÚSA


To our Stockholders:

We are pleased to present the Management Report and financial statements of Itaúsa - Investimentos Itaú S.A. and its subsidiaries for the quarter ended March 31, 2002. This report and financial statements have the favorable opinion of the Audit Committee and were prepared in conformity with accounting principles determined by Brazilian corporate legislation and in accordance with the standards of the Brazilian Securities and Exchange Commission (CVM). 

ECONOMIC SITUATION

Economic activity has been gradually recovering in the quarter, free from the restrictions imposed by the energy rationing in the second half of 2001, which curtailed GDP growth to 1.5% in the year 2001. 

In spite of the world recession, Brazil’s trade balance recorded a US$ 1.0 billion surplus for the quarter. The favorable net inflow of venture capital (US$ 4.1 billion) and loans has allowed Brazil to maintain its international reserves and fostered the stabilization of the Brazilian real.

The consolidated public sector primary surplus reached R$ 11.6 billion for the quarter, which is in line with the target agreed with the IMF. This figure includes R$ 2.8 billion in extraordinary revenues generated by the Income Tax on Pension Funds. If we subtract this effect it becomes clear that the attainment of this year’s 3.5% GDP growth target would require an effort to contain spending. 

Accumulated inflation for the year reached 1.5% (Expanded Consumer Price Index (IPCA)), which created the necessary conditions for the Central Bank to cut cautiously the SELIC benchmark interest rate in order to keep inflation in 2002 within the ceiling target for the year (5.5%). Real GDP growth is expected to be 2.4% in 2002, which is still a modest rate when compared to historical standards.

In the 1st Quarter 2002, the manufacturing industry still endured the negative effects of growth restriction effects of 2001, although in a smaller scale. These included energy rationing, high interest rates and the drop in demand for Brazilian products in Argentina.

Production contracted 3.5% as compared to the same period last year, mainly as a result of the 8.5% reduction in durable consumer goods, which are more sensitive to these factors. Production in the car industry declined 16.6% in the quarter due to a 12.0% in domestic sales and of 5.7% in exports. The production of capital goods and intermediary products dropped approximately 2.0%. Semi-durable and non-durable consumer goods were less affected and production remained flat as compared to the first quarter of 2001. 

The scenario for the coming months is more promising. The surveys regularly conducted by the National Industry Confederation (CNI) show an improvement of corporate expectations after two quarters of pessimistic forecasts. The search for new markets also started to produce some results. Recently signed agreements with Chile and Mexico for the export of vehicles should boost this industry. Accordingly, the expected growth is of 2.0% for the manufacturing industry as a whole in 2002.

ITAÚSA’S RESULTS FOR THE QUARTER

The holding company Itaúsa obtained a consolidated net income of R$ 245 million for the quarter, representing an annualized 20.13% return on consolidated equity of R$ 5,230 million. Recurring net income amounted to R$ 279 million. Consolidated net income per thousand shares of Itaúsa was R$ 79.90 while net asset value per thousand shares reached R$ 1,703.24 

Main indicators of the Holding and of the Itaúsa Conglomerate

                                    R$ thousand         

	
	1st Q
	Parent company
	Minorities
	Conglomerate

	Total net income
	2002
	245,332
	269,723
	515,055

	
	2001
	465,217
	344,384
	809,601

	( Recurring net income 
	2002
	279,420
	269,723
	549,143

	
	2001
	308,183
	357,266
	665,449

	( Extraordinary net income 
	2002
	(34,088)
	-
	(34,088)

	
	2001
	157,034
	(12,882)
	144,152

	Stockholders’ equity
	2002
	5,229,803
	4,725,612
	9,955,415

	
	2001
	4,520,744
	4,326,822
	8,847,566

	Annualized profitability  (NI/SE ) (%)   
	2002
	20.13
	24.86
	22.36

	
	2001
	47.96
	35.84
	41.94

	Dividends/Interest on own capital
	2002
	58,562
	65,342
	123,904

	
	2001
	58,735
	91,011
	149,746


Main indicators of Itaúsa’s subsidiary companies











R$ thousand


	
	
	FINANCIAL AND INSURANCE SEGMENT
	INDUSTRIAL SEGMENT
	

	
	
	
	Insurance.
	
	
	
	Consolidated /

	
	1st Quarter
	Banco Itaú S.A.
	Pension Funds
	
	Itautec
	
	Conglomerate

	
	
	(Consolidated)
	& Capitalization
	Duratex
	Philco
	Elekeiroz
	(2)

	
	
	
	(1)
	
	
	
	

	 Total assets
	2002
	79,756,986
	5,267,546
	1,397,809
	786,794
	218,420
	82,853,107

	
	2001
	74,563,226
	5,440,154
	1,480,542
	784,257
	207,578
	77,494,091

	 Operating income (3)
	2002
	5,051,948
	909,555
	179,114
	301,729
	30,932
	5,568,008

	
	2001
	5,460,970
	830,228
	185,378
	277,231
	30,824
	6,046,178

	 Net income
	2002
	503,692
	68,969
	12,083
	8,011
	2,694
	515,055

	
	2001
	625,213
	63,791
	19,135
	6,418
	1,746
	809,601

	 Stockholders’ Equity
	2002
	7,842,448
	1,505,478
	870,068
	275,695
	157,647
	9,955,415

	
	2001
	6,815,626
	2,245,198
	857,900
	284,798
	147,802
	8,847,566

	 Annualized Profitability (NI/SE) %
	2002
	28.3%
	19.6%
	5.7%
	12.1%
	7.0%
	22.4%

	
	2001
	42.1%
	11.9%
	9.2%
	9.3%
	4.8%
	41.9%

	 Internal generation of resources (4)
	2002
	1,063,179
	61,725
	53,408
	21,624
	4,947
	1,090,383

	
	2001
	986,205
	38,634
	31,342
	17,282
	3,781
	1,158,671


(1)
Data relating to insurance, pension fund and capitalization companies consolidated in Banco Itaú S.A. are also separately disclosed to highlight   them.

(2) Consolidated/conglomerate data shows the amounts net from eliminations on consolidation and unearned income from intercompany transactions.


(3) Pursuant to a world trend, Operating income per segment was obtained as follows:

. 
Banco Itaú S.A.: sum of Financial Intermediation Income, Service fees, Insurance premium, Capitalization and Pension Funds income, and other Operating income.

. 
Insurance, pension fund and capitalization: comprises Insurance premium, Capitalization and Pension fund income, Financial income, and Capital gains.

. 
Duratex, Itautec Philco and Elekeiroz: comprises Net sales and service revenues.

 (4) Includes resources provided by operations:

.
plus the expense on Allowance for loan losses;

. 
less the changes in the mathematical capitalization and pension fund reserves, plus the changes in unsettled claims, insurance transactions’ receivables and payables, and deferred insurance, capitalization and pension fund selling expenses.

TAG ALONG (subsequent event)

The April 29 Stockholders’ Meeting of ITAÚSA approved the amendments to its by-laws that increase the rights of preferred shares. The approved amendment grants the holders of preferred shares the right to tag along with majority stockholder sales for 80% of the price paid for the shares of the majority stockholder. This major change, unique in the Brazilian market, draws the rights of preferred shares closer to the rights usually granted in international markets, thus increasing the interest of foreign investors in this stock. It is also a strong proof of the confidence of majority stockholders in Itaú’s capacity to overcome the challenges created by the globalization of financial markets.

CAPITAL INCREASE

The Stockholders’ Meeting also approved the capital increase of ITAÚSA amounting to R$ 149 million with the issue of new shares to be subscribed in the period from April 30 to May 29, 2002. Payment of capital should take place by June 5, 2002, in cash or through offset of credits arising from interest on own capital, recorded by ITAÚSA.

FINANCIAL SEGMENT

UNPRECEDENTED RECOGNITION

Roberto Setubal, Chief Executive Officer and General Director of Banco Itaú, was invited to become member of the International Advisory Committee of the Federal Reserve Bank of New York. In this Committee he will work with  members with vast experience in the international financial market, leaders of the most important and prestigious global financial institutions.

ADR Program 

On February 21, 2002, Itaú started to trade its shares in the New York Stock Exchange (NYSE) and raised its ADR program to Level II. The average daily trading volume of Itaú shares at the São Paulo Stock Exchange (Bovespa) increased 69% after the ADR Level II program was launched (from R$ 15 million to R$ 25 million), while trading at the NYSE reached a daily average of R$ 10 million, totaling R$ 35 million per day. We may then conclude that the program caused a material increase in the liquidity of Itaú shares to overcome the US$ 10 million benchmark and to become an investment alternative for several international institutional investors that consider this amount as their investments’ liquidity threshold.

Recognition

Two CLSA Emerging Markets international reports (Jet Stream Index and CG Watch) highlighted Itaú as a good investment alternative. Itaú was the only bank amongst the twenty companies subject-matter of this report chosen to be part of the Jet Stream Index. This index takes into consideration the leadership criteria, use of technology, management quality, corporate governance, focus on stockholder value maximization, and history of return higher that alternative investments. The CG Watch report analyzes specifically corporate governance issues. Itaú was one of the three most outstanding Latin American companies in the analysis that comprised 475 companies in 20 countries.

In the quarter Itaú also received the following recognition:

· Best Bank in Brazil – Global Finance

· Top Brazilian and Latin American bank brand, and 3rd Latin American brand – Interbrand

· Best Internet Banking among domestic banks in Brazil in the categories Corporate and Individual customer Services – FGV-SP Banking Excellence Center, Ibope e-Ratings, and Business Standard magazine

· Top in Marketing, for the campaigns Super PIC Carnaval and Fund Raising

· Transparency Standout – Atlantic Rating (5th consecutive year)

PRINCIPAL FINANCIAL INDICATORS

	
	Q1 2001
	Q1 2002
	% Growth

	Statements of Income - R$ million
	
	
	

	· Consolidated net recurring income
	651
	504
	(22.6)

	· Consolidated net income
	625
	504
	(19.4)

	· Individual net income
	585
	427
	(27.0)

	Net income per thousand shares – R$ 
	
	
	

	· Consolidated net income
	5.51
	4.52
	(18.0)

	· Book value
	60.06
	70.42
	17.3

	· Interest on own capital
	1.44
	1.07
	(25.6)

	· Price of Registered Preferred Share (PN) (1)
	171,36
	191,00
	11.5

	· Total interest on own capital – R$ million
	163
	119
	(27.0)

	· Market capitalization (2) - R$ million
	19,447
	21,272
	9.4

	Balance Sheet - R$ million
	
	
	

	· Total assets
	74,563
	79,757
	7.0

	· Total loans
	29,931
	32,540
	8.7

	· Own free, third-party and managed funds
	103,082
	120,469
	16.9

	· Subordinated debt
	-
	1,409
	-

	· Individual stockholders’ equity
	7,278
	8,776
	20.6

	· Consolidated stockholders’ equity
	6,816
	7,842
	15.1

	Financial ratios (%)
	
	
	

	· Return on Equity (ROE) recurring (annualized)
	44.0
	28.3
	

	· Consolidated ROE (annualized)
	42.1
	28.3
	

	· Return on Assets (annualized)
	3.4
	2.6
	

	· Risk-based capital ratio (Basel Ratio) (3)
	13.4
	15.2
	

	· Efficiency ratio
	54.7
	54.5
	

	· Capitalization ratio (3)
	47.7
	36.1
	


(1) Average price for the month of March.

(2) Calculated based on the average preferred shares quotation in March. With this amount Itaú became the Brazilian bank with the highest market value.

(3) Calculated based on the consolidated economic-financial balance sheet.

ASSETS AND LOANS

In the quarter, mainly as a result of the economy’s seasonality, the loan portfolio and assets showed a slight decrease as compared to December 2001. Note the decrease of 54.0% in loans and 64.0% in assets posted by Banco Itaú Buen Ayre as a result of the devaluation of the Argentine peso.

	(In R$ million)







	03/31/2001

(A)
	12/31/2001

(B)
	03/31/2002

(C)
	Growth %

(C/B)
	Growth %

(C/A)

	Total loans
	29,931
	34,282
	32,540
	(5.1)
	8.7

	Local Currency
	21,687
	25,878
	25,194
	(2.6)
	16.2

	Individuals
	9,800
	11,738
	11,843
	0.9
	20.8

	Small businesses and middle market
	2,406
	3,132
	3,074
	(1.8)
	27.8

	Large companies
	9,481
	11,008
	10,277
	(6.6)
	8.4

	
	
	
	
	
	

	Foreign Currency
	8,244
	8,404
	7,347
	(12.6)
	(10.9)

	Trade Finance
	4,339
	4,476
	4,234
	(5.4)
	(2.4)

	Banco Itaú Buen Ayre
	759
	732
	337
	(54.0)
	(55.7)

	Other
	3,146
	3,196
	2,776
	(13.1)
	(11.8)

	
	
	
	
	
	

	Interbank deposits
	7,173
	10,070
	8,797
	(12.6)
	22.6

	Securities
	19,642
	19,318
	19,294
	(0.1)
	(1.8)


FUNDING AND FUND MANAGEMENT

	(In R$ million)
	03/31/2001

(A)
	12/31/2001

(B)
	03/31/2002

(C)
	Growth %

(C/B)
	Growth %

(C/A)

	Total funds
	  103,082 
	  123,970 
	  120,469 
	         (2.8)
	          16.9 

	Own free funds
	      4,170 
	      4,843 
	      5,178 
	          6.9 
	          24.2 

	Third-party funds
	53,681 
	62,255 
	57,630 
	         (7.4)
	            7.4 

	Third-party - Itaú Buen Ayre
	1,205 
	1,076 
	387 
	       (64.0)
	        (67.9)

	Managed funds
	44,026 
	55,796 
	57,274 
	          2.6 
	          30.1 


ARGENTINA

The economic and political situation in Argentina continues to be extremely uncertain and difficult, with huge impacts on the local financial system, which was affected by government measures that have unbalanced the system’s financial and liquidity position.

Despite this scenario, Banco Itaú Buen Ayre obtained positive results in view of the high liquidity and quality of its assets. The bank maintained a liquid position as constant provider of funds to the financial market and also by granting new loans to clients. 

The impact of the Argentine operations on net income for the quarter was neutral due to the provisions already recorded. The level of allowances for loan losses, considering those recorded in the local books and the allowance carried in Brazilian books, are still considered by management as sufficient to absorb expected losses. Management maintains, based on available information and considering the provisions set up and the quality of assets, that no material impacts from Argentina are expected on Itaú’s net income for 2002. 

INSURANCE, PRIVATE PENSION PLANS AND CAPITALIZATION
Itauseg and its subsidiaries posted net income for the quarter of R$ 54 million, with an annualized return of 15.2% on equity of R$ 1,484 million. Earnings from insurance premiums reached R$ 442 million, an 18.1% increase over 2001, while technical reserves stood at R$ 909 million. The claims ratio was 48.2%, against 59.6% in the same period in the prior year. Therefore, the combined ratio was 92.3%, an improvement of 2.7 percentage points.

Itaucap posted technical reserves at the end of the period of R$ 846 million, 3.0% higher than in the first quarter of 2001.

Itauprev maintained a strong growth pace. In March 2002, technical reserves reached R$ 1,448 million (7% share of the pension fund market), a 49.3% increase as compared to March 2001. Revenues from pension plans reached R$ 134 million, a 17.5% increase as compared to the same period in 2001 (8% share of the pension fund market). The Flexprev Free Benefit Generating Plans (PGBL) posted a 162.5% increase in equity in the last twelve months, reaching R$ 557 million. The company launched the Flexprev VGBL Line (Free Benefit Generating Life Insurance), focusing on customers wishing to invest in a Pension Fund and who do not use the income tax deferral.

SIGNIFICANT EVENTS

Banco Sudameris

In the sequence of the negotiations started in December 2001, Banco Itaú, Banque Sudameris and IntesaBci signed an agreement on May 3, 2002 for the acquisition of Banco Sudameris Brasil. The price will correspond to the sum of the book value at December 31, 2001 of the stake directly and indirectly held by Banque Sudameris (94.58%) adjusted through a due diligence process, and goodwill of US$ 925 million. Half the price will be paid to Banque Sudameris in cash and the other half in subordinated debt issued abroad. Itaú does not foresee the need of a capital call to conclude this acquisition.  

Corporate Governance

Banco Itaú’s stockholders’ meeting of April 30 approved the granting of tag along rights to preferred stockholders, just as Itaúsa had approved.

The same Stockholders’ Meeting elected Alcides Lopes Tápias as member of the Board of Directors. His professional background includes his relevant experience in the financial market, important positions held at large Brazilian private companies, as well as his work as Minister for the Development, Industry and Foreign Trade. His presence in the Board reinforces the goal of increasingly forming an open, professional and high-quality management.

These two relevant facts confirm the Company’s objective of permanently adding value to the stockholder.

ITAÚSA PORTUGAL

At the end of the quarter, the holding Itaúsa Portugal, SGPS, S.A., which concentrates the conglomerate’s financial activities in the European Union, stated total consolidated assets of Euro 2.1 billion (US$ 1.8 billion), a 10.6% increase in relation to equal period in 2001. Consolidated net income reached Euro 10.0 million (US$ 8.7 million), with an annualized return of 14.0% on equity of Euro 290.6 million (US$ 253.5 million).  

Banco Itaú Europa (BIE) has focused its activities on the growing trade relations and investments between European countries and Brazil. In this context, its capital market and treasury products together with its traditional expertise in the structuring of funding to support the international activities of Brazilian companies, fostered a major diversification of BIE’s fund sources. 

In the quarter, Banco Itaú Europa maintained a good level of activity posting a 3.0% growth in assets to reach R$ 3,815 million (Euro 1,883 million). Annualized profitability reached 12.7%.

In March 2002, through the Euro Medium Term Notes program established in 2001 for issues of up to US$ 500 million, BIE realized the first issue in the amount of Euro 125 million, repayable in 2005 and bearing interest at the three-month Euribor plus a 55 basis-point spread, which allowed the bank to expand even further its funding base, a primary objective for the coming years.

Banco Itaú Europa Luxembourg, a bank exclusively engaged in the international private banking activities of the Itaú conglomerate, operates under the supervision of the Central Bank of Luxembourg, and under consolidated terms of the Central Bank of Portugal. At the end of the quarter, the bank manages client funds in excess of US$ 1 billion.  

Associated company BPI, SGPS, S.A., holding of one of the most important Portuguese banking groups, in which the ITAÚSA Conglomerate holds a 15% stake, reported in the first quarter of 2002 consolidated assets of Euro 25 billion (US$ 21.8 billion), net income of Euro 42.3 million (US$ 36.9 million), and consolidated stockholders’ equity of Euro 950.7 million (US$ 829.4 million). The stake of ITAÚSA Conglomerate in BPI is held by IPI – Itaúsa Portugal Investimentos SGPS, Ltda., of which Itaúsa Portugal holds 51% share of capital and Banco Itaú the remaining 49%.

(in R$ million)

	Itaú Europa + Itaú Luxembourg
	Q1 2001
	Q1 2002
	% Growth

	Consolidated assets
	3,450
	4,132
	19.8

	Loan operations
	1,139
	1,178
	3.4

	Own free and third-party funds
	3,234
	3,962
	22.5

	Managed funds
	547
	668
	22.0

	Stockholders’ equity
	424
	482
	13.8

	Net income
	13
	15
	9.9

	ROE % (annualized)
	13.1
	12.6
	-

	ROA % (annualized)
	1.5
	1.4
	-

	Solvency ratio %
	27.1
	26.9
	-


 INDUSTRIAL SEGMENT

DURATEX

Duratex’s performance for the quarter was again impacted by the losses in its Argentine operations. The Company posted consolidated revenues of R$ 228.5 million, a 2.9% reduction as compared to prior year. Exports amounted to US$ 8.9 million. Operating profit totaled R$ 31.6 million, representing an EBITDA of R$ 45.6 million, 2.6% lower than in the first quarter of 2001. Net income of R$ 12.1 million was 37.2% lower than net income in the prior year, and absorbed the R$ 15.8 million impact of the Argentine operations. Operating cash flow totaled R$ 43.4 million.

The sales volume of the Wood Division was 1.1% higher than in the same period in 2001. In the first quarter, this Division felt the impact of the increase in offer in the particle board and MDF markets, leading to a decline in average prices of these segments.

Deca Division’s shipped volume was 3.2% lower than in the same period in 2001. This drop occurred in the ceramic sanitaryware segment in view of the increase in competition from cheaper lines and the decrease in exports to Argentina. As regards the metal sanitaryware segment, volume and price remained practically unchanged as compared to prior year.

Duratex invested R$ 114.1 million relating to its Resource Investment Plan (PAR), of which we highlight the start of the assembly of equipment of the new HDF/MDF board line in Botucatu-SP. Start-up is scheduled for late 2002; construction of the new low pressure lamination facilities in Itapetininga, SP, with production capacity of 600,000 m2/month; purchase of the last milling equipment to supplement the expansion of metal sanitaryware to 1.2 million parts/month; start-up of the mini fire clay part plant, which allows the development of special boldly designed and fault-free products.

ITAUTEC PHILCO

Gross sales and service revenues of Itautec Philco totaled R$ 343.5 million, 9% higher than in the same period in prior year. Net income of R$ 8.0 million was 25% higher than in the first quarter of 2001, with annualized ROE of 12.1%.

Operating cash flow generated amounted to R$ 51.4 million basically due to the decrease in inventories and customers, while the prior year resulted in cash consumption of R$ 16.0 million. Accumulated EBITDA in 2002 was R$ 34.4 million, 44% higher than in the first quarter of 2001. 

The company’s Resource Investment Plan (PAR) amounted to R$ 46.6 million in the period, of which R$ 23.6 million relates to equipment leased to customers, R$ 11.2 million to technology development, R$ 5.8 million to industrial automation and plant modernization fixed assets, and R$ 6.0 million to promotions and advertising.

Itautec’s gross revenues totaled R$ 176.2 million in the first quarter of 2002, a 12% growth as compared to the first quarter of 2001, chiefly due to the sale of higher added value products. As regards the sale of software, we highlight the licensing of the IHC (Internet Hosting Connection) system, recognized by Microsoft as the best Intranet solution, to a major Portuguese bank to permit the use of a web-based interface for its branch chain.
The Company started to sell the PAD (High Performance Infoserver). This hardware is used in several areas of scientific knowledge such as the Genoma project of Embrapa (Brazilian Farm and Cattle Raising Research Company), by the weather services of the Astronomy and Geophysics Institute of the University of São Paulo (USP), the University of São Carlos, and the National Space Research Institute, and also in the engineering area by prestigious institutions such as CENAPAD (National High Performance Research Center of Minas Gerais).

Gross revenues for the first quarter of Itautec.com Serviços amounted to R$ 45.8 million, 11% higher that in the same period in 2001. The focus of the specialized technical services segment has been the telecommunications industry to offer the market a complete product portfolio. In terms of e-business we highlight the sale and tailoring of the Environment Simulation System for furniture products for a large store chain.

Gross revenues of Philco reached R$ 93.7 million, a 14% increase as compared to the same period in prior year, due to the improvement of the product mix and the increase in the sales of wide-screen TV sets, DVD sets, and Real Flat TV sets, especially the Widescreen model (Philco was the first brand to sell wide-screen TV sets); of the 14-inch and 20-inch Duetto models, in high demand due to their portability and because they permit to record the World Cup games; and our DVD set, currently the set sold with the most features, including the karaoke function, for a competitive price, which differentiates our set from others available in the market.

Gross revenues of Itaucom reached R$ 27.8 million, 15% lower than in the same period in 2001. Sales in the semiconductors segment increased after the regulation of the Information Technology Law at the end of 2001, due to the recovery of the competitive and the price recovery in the world market. In the printed circuit board segment, and despite the material drop in the number of orders from telecom companies, there was a recovery in the number of orders, principally from foreign carmakers. Board exports accounted for 37% of total revenues in the period.

ELEKEIROZ 

Elekeiroz shipped 71,000 tons in the quarter, 3% less than in the same period in 2001, due to the decrease in the sales volume of inorganic products, carbon bisulfate and sulfuric acid, the latter due to the scheduled biannual maintenance stoppage. Organic product sales increased 6% to 21,000 tons shipped. Maleic anhydride sales corresponded to 80% of the new installed capacity. This quarter was also important for the recovery of the weighted average unit margin, which increased to 28% as compared to the same period in prior year, practically regaining the real levels obtained in the first quarter of 2000. 

Considering that the organic product production plants, including the recently expanded maleic anhydride plant, have consistently operated close to their installed capacity, technical and feasibility studies were reinstated to expand these plants and meet customer demand.

Accumulated gross and net revenues, slightly higher than in 2001, reached R$ 38.9 and R$ 30.9 million, respectively. Operating profit of R$ 4.1 million, EBITDA of R$ 6.1 million (20% of net revenues), and net income for the quarter of R$ 2.7 million (ROE of 7%) increased 89%, 56% and 54%, respectively, as compared to the first quarter of 2001, which reflects the recovery of the different products’ unit margin.

Subsequent Event:

At an auction held on May 8, 2002, Elekeiroz acquired 100% of the shares issued by Econômico S/A Empreendimentos Petroquímicos (ESAE), belonging to Banco Econômico S/A (Besa), which is undergoing an out-of-court liquidation process, for R$ 20.7 million. The financial settlement of this transaction was made on May 10, 2002, with own resources. The transaction will be duly submitted to competent authorities.

With this acquisition, Elekeiroz became the indirect controller of Conepar Petroquímica S/A (CONEPAR), holding 63.82% of its voting capital and of Ciquine Companhia Petroquímica S/A, headquartered in Camaçari, Bahia, as CONEPAR holds 87.89% of the company’s voting capital. 

The operating integration process should take place in 2002 and 2003, aiming at adding as much value to the investment of stockholders as possible.

Elekeiroz and Ciquine, traditional manufacturers of chemical intermediary products, with some similar product lines, intend to become more competitive regarding international manufacturers, consequently bringing advantages to local consumers and to the country.

ITAÚSA EMPREENDIMENTOS

The main indicators of the real estate market show a better performance in 2002. In the residential area, the inventory absorption speed increased as compared to the same period in prior year. The demand in the business area (office buildings) is also increasing and is already reflecting in the Panamérica Park, a recently concluded block of nine office buildings.

The performance of the retail segment in general is practically equal to last years. The participation of Itaúsa Empreendimentos in this segment is represented by Raposo Shopping, which has been posting expressive results as consequence of the investments made in 2001.  
HUMAN RESOURCES

Staff compensation plus charges and benefits totaled R$ 843 million. Social benefits conceded to employees and their dependents include supplementary pensions, food vouchers, medical assistance and dental care, welfare services, scholarships, leisure, sporting and cultural activities, loans at subsidized rates, insurance, travel vouchers, contributions and special concessions among others. These benefits amount to R$ 108 million, especially the Supplementary Pension Funds, which already benefit 11,936 former employees, totaling R$ 53 million.  

In the quarter, group companies invested R$ 8 million in education, training and career development programs.

SOCIAL, CULTURAL AND ENVIRONMENTAL 
Investments in environmental management and in the purchase of environmental control equipment totaled R$ 2.4 million in the quarter. 

The Fundação Itaú Social (Itaú Social Foundation), through the Itaú Social Program, has been focusing on the development of and support to community programs by prioritizing education (elementary education) and health. R$ 2 million were invested throughout the quarter in social programs. 

During the quarter, the Itaú Social Foundation launched the Escrevendo o Futuro (Writing the Future) Award in association with the Ministry of Education, the National Union of Municipal Officers (Undime), and Futura TV. The project is intended to provide awards for the compositions written by nationwide elementary public school students from the 4th and 5th grades, and to become a significant incentive to increase the awareness of the value of written Portuguese amongst these youngsters. 

Itaú Cultural, which aims at fomenting, articulating and spreading knowledge, production and distribution of the arts with new technologies in order to extend the access and cooperate with the social participation process, has been greatly contributing to society.

Special acknowledgment should be given to the great work of its President Milu Villela, who has transformed Itaú Cultural into a place for socialization, debate, reflection and interchange, making the access to Brazilian art and culture more democratic to the entire population. 

Last quarter, the headquarters of  Instituto Itaú Cultural in São Paulo was remodeled to expand its socializing and exhibition areas and to offer more modern technological resources to an increasingly bigger public . The new facilities were inaugurated on May 11 with the presence of the President of the Republic, the São Paulo State Governor and of top authorities,
 and will offer a daily and permanent programming addressing several areas, such as visual arts, education, dance and drama, cinema and video, literature, interactive media and music.

During this period, the Institute entered into several agreements and partnerships that permitted it to promote cultural activities in several Brazilian institutions and in the two other units of Itaú Cultural in Belo Horizonte and Campinas. We highlight the formalization of the agreement and partnership with the Ministry of Education to act in high schools throughout Brazil, and our goal is to reach 700,000 students.
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