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& Santander Central Hispano

Building for the future

* Net attributable income: EUR 2,486.3 million, up 10.1 %
* Dividend per share: EUR 0.2885,-5.5% more
+ Market capitalization: EUR 43,844.6 million at 31.12.01

« BIS ratio*: 12.04%, an increase of 1.18 percentage points

Key figures
2001 2000 Var. %

Net ope}ating income (EUR mitlion) 5,944.5 4,688.6 26.79%
Net attributable income (EUR mitiion) 2,486.3 2,258 10.10%
Efficiency ratio (%) 53.98 56.11 (213)
E.arning§ per share (EUR) 0.5447 0.5369 . 1 5%
Dividend per share EUR) 0.2885 0.2735 55%
Dividend yield (%) 2.81 ) 2 .‘45 0.35
BIS ratio*

(*] Adjusted for the scheduled redemption of EUR S00 million of preference shares .
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Net attributable income

751 2,2581 2,486.3
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February 2002

Dear Shareholders,

We wish to inform you about our performance in 2001, our progress in implementing Group strategy and
the objectives that we have drawn up for the future.

2001 RESULTS

Against a background of economic slowdown in the countries where we operate, aggravated by the September
11 incidents and the crisis in Argentina, Santander Central Hispano achieved:

» Net attributable income of EUR 2,486 million.
+ Earnings per share of EUR 0.5447.
* ROE of 17.56%*

Net attributable income rose 10.1% to EUR 2,486 miltion, fruit of our strategy of diversification by geographic
and business areas, and due to strict cost control, both in Spain and Latin America.

In light of these results. the Board has proposed the distribution of a fourth dividend of EUR 0.0631 (Pta.
10.5) per share to be paid on April 30. This brings the total dividend for 2001 to EUR 0.2885 (Pta. 48), 5.5%
more than in 2000. ,

During 2001, Santander Central Hispano significantly reinforced the pillars upon which it has traditionally
conducted its business: balance sheet strength, efficiency and profitability.

Balance sheet strength. The Group increased its equity base during 2001 and lifted the BIS capital adequacy
ratio to 12.04% from 10.86% in 2000, improving Tier | capital through the issue of EUR 900 million in new
shares to replace preferred stock. At the same time, our prudent policies on loan approval, monitoring and
recovery reduced the NPL ratio to 1.86% and increased NPL coverage to 143%.

(*) Before voluntary anticipated reserves

To our shareholders Santander Central Hispano 7




In response to the crisis in Argentina, and to cover possible future contingencies there, we decided to establish
a special reserve of EUR 1,287 million. Of this, EUR 1,187 million fully covers the book vaiue of our investment
in Banco Rio de la Piata. A charge of EUR 398 million was also made against reserves due to the impact of
the devaluation of the Argentine peso against the US$ during 2001.

A total of EUR 5,750 million was assigned in 2001 to loan provisions, writedowns, early amortization of
goodwill and the special reserve mentioned above. EUR 3,050 million of this was financed by the extraordinary
capital gains generated by the sale of partial or full stakes in Vodafone, Met Life, Société Générale, Royal
Bank of Scotland, Ahold and Soince.

Efficiency. Cost control measures and steps taken by the Group's different business units to increase
efficiency produced an improvement in the efficiency ratio of more than two percentage points during
2007 to 53.98%.

Profitability. The profit levels achieved last year were made possible by a sound revenue structure, which
is well diversified by geographic and business areas and focused on the most profitable and recurrent activities.
In this way, Santander Central Hispano isina position to ensure increased profitability in the medium term,
even in the most adverse economic and market environments,

We are convinced that the markets will assess our management performance positively, and that the Bank's
share price will reflect the Group’s true vaiue. ’

it is worth noting that over the last 10 years the dividend paid for each share of the Bank increased by
an annual accumulative average of 11.2%. One hundred pesetas invested in the Bank's shares at December
31, 1991 had grown, with reinvestment of dividends, to 718 pesetas at December 31 2001. Over the
same period, an investment of the same amount in a basket of shares tied to the Ibex-35 would have
totalled 323 pesetas.

QUR STRATEGIC LINES

At the beginning of 2001 we said the year would be largely one of consolidation and maturing of the
significant strategic measures taken over the preceding two years. And so it was, although we also advanced
in certain important strategic areas.

Spain

In Spain, we believed the time was ripe to integrate the branch networks of Santander and BCH and, at the
same time, to segment the business into two major areas: individuals and companies. These steps, which
spurred the streamlining of branches, were taken without losing market share and, furthermare, substantially
boosted efficiency. The unification of the Retail Banking management structure in Spain in early 2002 will
further enhance the network’s efficiency. which, added to stepped up marketing initiatives, will enable the
Group to gain market share and respond more efficiently to the needs of our more than 8 million retail
customers in Spain.

Meanwhile, Banesto had another excelient year. it increased its market share with diversified growth,
reduced costs white maintaining excellent asset quality. Banesto is efficiently developing a modern
and competitive banking model and has made a decisive contribution to the streamlining of the Group's
branch networks.

8 To our shareholders Santander Central Hispano



Europe

In Europe, we consolidated the Group's presence in Portugal, ranking third largest banking group by profit
level, with a market share of 10.1%. Santander Central Hispano is the leader in the Iberian market with a
market share of 17%. The importance of this market will grow with the launch of the Euro and the higher
growth potential that both Spain and Portugal enjoy within the European Union.

For the Spanish financial system, having capital and deposits denominated in a strong currency is a major step
forward. The Euro is galvanizing the financial markets, as well as those for goods and services, offering a new
and broader environment where only the most efficient and competitive will survive.

In line with our goal of promoting business within the Euro-zone, we positioned ourselves further in
consumer banking. In Germany, this was achieved through an agreement to acquire the financing entity
AKB, which perfectly complements our CC-Bank subsidiary in this country, and in Italy through
Finconsumo, which is 50-50 owned with San Paolo IMI, with whom we have an excellent relationship
and in which we hold a 5.5% stake. These two financing entities, together with Hispamer in Spain,
constitute a specialized banking unit in the Euro zone with more than 4 million customers and substantial
earnings growth potential. '

Our historic alliance with The Royal Bank of Scotland, the world's 5th largest bank in terms of market
capitalization, continued to generate excellent results. In the banking worid, there are few examples of
such a close and productive cross-border collaboration as that between ourselves and The Royal Bank of
Scotland.

Latin America

In Latin America, we strengthened our position as the region’s largest financial services franchise.
2001 was a particularly complex year because of the slowdown of Latin American economies, the sharp
depreciation of local currencies and the crisis in Argentina. Despite this, we met the objectives in efficiency,
risk quality and recurrent revenue for the region: an efficiency ratio of 49.5%, improving 3.5 percentage
points during the year, a NPL ratio of 3.3%, a reduction of 1.2 percentage points, and net attriputable
income of US$1,510 million.

These results were made possible by the Group's geographic diversification. Earnings in Mexico, Brazil and
Chile were excellent and, together, they accounted for 88% of the net income generated in Latin America
and offset lower than expected income from Argentina, Colombia and Puerto Rico.

Our bank in Argentina has been the most liquid, most efficient and the best managed in the country. As a
result of the crisis there and of the measures taken during 2001, net attributable income generated in
Argentina represented 3% of the total for Latin America.

In Brazil, we are proud of the performance of Banespa, which comfortably exceeded all our objectives for
2001. After buying out minority shareholders, the total price paid for Banespa was US$4,885 million. Costs
were adjusted through a voluntary redundancy program taken up by 8,300 employees. As a result, the efficiency
ratio improved to 45.9% and a new business drive was launched. Customer funds increased 10% and, with
the cross-sale of new products, 500,000 credit cards and 1 million insurance policies were issued. Banespa’s
net attributable income was US$424 million, which represented a return on investment (RO} of 9% in dollar
terms in its first year. Together with the earnings of Santander Brasil, total net attributable income in Brazil
amounted to US$594 million, despite the 28% depreciation of the Brazilian real against the USS$.

To our shareholders Santander Central Hispano 2




Our activity in Mexico is worth a special mention. Less than 18 months after acquiring Serfin, its net attributable
~income amounted to US$323 million with a Return on Investment (ROI) of 18% in dollar terms. Total net
attributable income of Banco Santander Mexicano and Serfin was US$522 million and the efficiency ratio improved
to 48.5% as a result of strong busineess activity, quality of service and major synergies between the two banks.

In Chile, Banco Santander and Banco Santiago, the country's two largest banks, continued to perform well in
2001. Their efficiency ratio was 44.9% and net attributable income was US$260 million, despite an 18% decline
in the Chilean peso against the US$.

All this demonstrates that there is no evidence of systemic risk in Latin America. With the diversification and size
that our Group enjoys, we can continue to generate recurrent income in line with the medium-term goal of a
ROI of between 16% and 18% in dollar terms.

Global businesses

The Group’s Global Wholesale Banking Division generated net attributable income of EUR 392.5 million, during
a difficult year for the markets in which it operates. These solid results are the fruit of sound risk management
as well as the increasing contribution of customer business.

Meanwhile, management of mutual and pension funds is becoming one of the Group's most important value
generating activities. We manage EUR 95,246 million of customer funds, making us one of the largest fund
management entities in Europe. '

Cur industrial portfolio, which we actively manage with the sole objective of maximizing shareholder value,
enables us to maintain a profitable presence in key sectors of the economy while accumulating unrealized capital
gains that, at the end of 2001, amounted to more than EUR 3,000 million. The recent increase in our stake in
AUNA to 23.49% underscores our confidence in the potential of this company, whose value we expect to increase
considerably in the not too distant future.

BUILDING FOR THE FUTURE

In 2001, the Group adjusted its growth targets in line with the changes taking place in the international economic
environment, giving priority to financial strength over the generation of income in the short term. This enables
us to face the future with the confidence afforded to us by a solid balance sheet, an appropriate strategy and
a strong capacity to generate income.

We are aiming for 10% growth in net attributable income in 20071 and an efficiency ratic of 51%.

We have progressed as an institution by showing that we know how to take advantage of the opportunities offered
to us both in Spain and abroad. But we still have a long way to go. We want to continue growing not only in size
but also in efficiency and profitability, and consolidate our place among the world’s leading financial entities. Qur
leadership will continue to be founded on quality of service to the Group’s 39 million customers and on sound risk
management which, together with our policy on managing capital, is the foundation of the Group’s strength.

To achieve all this, the contribution of the Group's close to 115,000 employees throughout the world will continue
to be essential. We are convinced that the Group's main asset is its employees. We have one of the best teams
in international banking. Their commitment. dedication and professionalism are the best guarantee that the
Group will achieve its objectives.

10 To our sharehoiders Santander Central Hispano



We will also continue to actively collaborate in different projects in communities where the Group operates,
mainly through the Santander Central Hispano Foundation and the Universities Program.

We would like to turn now to the changes in the Bank's Board and, first of all, emphasize the decisive
contribution of Mr. José Maria Amusétegui, the former co-chairman, to the successful completion of the
merger and the satisfactory performance of the Bank during these years. At the August 16 meeting of the
Board of Directors, he announced his decision to bring forward the date for ending the co-chairmanship and
his resignation from all posts held. Mr. Santiago Foncillas, the fourth vice-chairman and a director, also resigned
at the same meeting and we thank him for his contribution as vice-chairman and director of the Board.

We would also like to pay tribute to the valuable contribution to the Board. over more than 10 years, of
Viscount Younger of Leckie. He has been replaced by Sir George Mathewson, the current chairman of The
Royal Bank of Scotland, whose considerable professional capacity and experience will contribute very positively
to the Board. ’

Lastly, we acknowledge the contribution of Mr. Pedro Ballvé, Mr. Felipe Benjumea, Mr. Antonino Fernandez,
Mr. Gonzalo Hingjosa, Mr. Harry Kamen and Mr. Axel Von Ruedorffer, who stepped down as directors.

And we thank you, our shareholders, for your confidence in Santander Central Hispano. We offer you this
Annual Report, in which we have again made a considerable effort to provide quality information and a
high degree of transparency. ’

Angel Corcostegui Emilio Botin
First Vice-Chairman and CEO ) Chairman

To our shareholders Santander Central Hispano 11
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& Santander Central Hispano

Executive Committee

«The Executive Committee knows
all the matters which because of
their nature

and/or amount are important; it
meets every week and is
empowered by the Board of
Directors to act in all issues except
those reserved for its direct exercise
of the responsibilities regarding
supervision. »

o

(1) As of February 9 he stopped being a member of the Executive Committee
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Honorary Chairman

«The Board works with the Group
to design, develop and, where
necessary, implement the business
strategy at a global level,
contributing ideas, contacts and
business opportunities. It meets
formally twice a year.

There are nine members of
different nationalities and
backgrounds, all of them external
to the Group and chosen

by the Board of Directors. None
of them are directors.»

Governing bodies Santander Central Hispano
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Building for the future

Additional balance sheet strength,

more efficiency and higher profitability.
Prudence and realism were the halimarks of
Santander Central Hispano’s management

in 2001. consolidating a stronger and

more competitive Group. During 2001,

we laid the foundations of growth in
profitability and the Group’s leadership, working
to create the best future for our shareholders.

Building for the future Santander Central Hispano
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additional balance sheet strength - more efficiency - higher profitability

Additiona! balance
sheet strength

Santander Central Hispano’s resufts in 2007 demonstrate that the strategy adopted by the
Group in a year of uncertainty and global recession was the right one. Prudence was the
keynote of management and thus the objectives for the year were to strengthen the balance
sheet, to increase efficiency and to consolidate the profit base, alf of which were satisfactorily
met. As a resuit of the different actions taken, Santander Central Hispano is a more solid,
and competitive Group with an enhanced capacity to generate income. In this way we are
building for the future.

Balance sheet strength was a priority objective in 2001, and in this regard the Group took
several steps to increase equity and ensure maximum prudence in risk management.

Two capital increases were rmade during 2001, equivalent to 2.17% of capital. The principal
one was in December, when 97.8 million new ordinary shares were issued amounting to
EUR 800 million for financing the early amortization of five issues of preference stock issued
by Group companies thus improving the basic capital structure. There were also a number
of subordinated debt issues.

These operations increased the eligible capital base by 20.63% to EUR 26.082.0 million,
while raising its quality.

In risk, Santander Central Hispano's rigorous management model produced excellent results
in a year of substantial uncertainty. The Group’s NPL ratio was reduced by 0.40 percentage
points to 1.86%, and NPL coverage rose to 143%. up almost 20 points over 2000.

Building for the future Santander Central Hispano 19




In Latin America, the Group tightened risk management, reducing the NPL ratio for the
region by 1.2 percentage points to 3.32% and lifting NPL coverage to 128.6%. These levels
compared well with those of peer group banks.

This prudent approach was completed with extraordinary provisions and reserves. The Group
assigned EUR 5,750 million. including the creation of a special reserve to fully cover the
investment in Banco Rio in Argentina (book value and goodwill) and strengthen the balance
sheet in the current complex environment. The Group also continued its prudent policy of
early amortization of goodwill, which declined EUR 1,764.1 miilion in net terms in 2001. For
the financing of these operations, the Group allocated EUR 3,050 million from the capital
gains generated by divestments.

As a result of these measure's, the Group’s BIS capital adequacy ratio increased 1.18
percentage points to 12.04%. thus achieving its target.

Santander Central Hispano’s efficiency ratio improved by more than 200 basis points over
2000 to 53.98% in 2001. This further advance - which added to that of the two preceding
years brought the improvement since the merger to 813 basis points - is the result of the
Group's enormous effort in this area.

Many steps were taken during 2001 to boost business growth and diversification and tight
contro} was exercised over costs in all businesses and activities. The result of this strategy
was greater efficiency in all the Group's business areas, particularly retall banking in Spain
whose ratio is 49.49% and globai retail banking, with a ratio of below 40%. This was the
first time in both activities that these levels were reached,

The positive performance in Group efficiency was achieved despite the incorporation of
banks with worse ratios. It is important to remember that when new acquisitions are made
the Group transfers its management model to them and applies the same objectives and
discipline in matters of efficiency. The fruit of this strategy has been a rapid gain in efficiency,
reflected in the new entities in @ matter of months.

Efficiency. the key to competitiveness and profitability, was the driving force behind some
of the main strategies implemented in 2001, We will now set out the main measures taken
in 2001 to strengthen revenues and cut costs.

More efficiency

20 Building for the future Santander Central Hispano



additional balance sheet strength - more efficiency - higher profitability

Business growth and diversification

In a year of uncertainty and recession in the main economies, the Group's business drive
spurred growth in all activities and countries where we operate. Total customer funds rose
9.33% to EUR 331,378.9 million. Of note were pension funds, which increased 14.91% to
EUR 18,841.9 million."Mutual funds grew 5.42% to more than EUR 68,500 mitlion. At the
end of 2001 Santander Central Hispano had 39 million customers. further strengthening its
leadership in Spain and Portugal and in Latin America. The Group's total assets amounted to
EUR 358,137.5 miltion.

Iberian market | Santander Central Hispano. after the acquisition of Totta and Predial.
extended its leadership to the whole of the Iberian market, with a market share of
18% in on-balance sheet funds, 15% in loans and 25% in mutual funds.

in Spain, the Group reinforced its position in the most profitable areas of financial activity. In
mutual funds, growth was higher than the sector’s average. with the consequent rise in market
share and Group leadership. Despite the fall in share prices, managed funds increased 0.5%
to EUR 49,487.6 million. In pension funds, the business strategy was focused on individual
plans, which rose 11.26% in 2001 to EUR 4,698 million and put the Group in first place in
the ranking. Savings accounts grew 12.6%, a faster pace than the market as a whole, backed
by the Group's excellent retail banking network.

Banesto made a decisive contribution to the good business performance in Spain.
Competent management produced notable growth in assets and liabilities. Of particular
note was the 23.7% growth in mortgages. Total managed customer funds rose 8.61%
in 2001. This expansion was accompanied by highly rigorous credit risk management,
which reduced Banesto’s NPL ratio to 0.81% and lifted NPL coverage to 253.3%.

In Portugal, a common technological platform was installed for the three retail networks
(Totta, Credito Predial and Banco Santander Portugal), which is helping to foster business.
This strategy produced growth of 38.5% in mutual funds, 30% in leasing and 124,000
more credit cards. All these elements boosted the Group’s market share by 0.5 percentage
points to 10.1%.

Building for the future Santander Central Hispano 21
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additional balance sheet strength - more efficiency - higher profitability

Europe | The European presence is completed through subsidiaries and relations are
maintained with leading financial entities. In Germany, Santander Central Hispano’s
activity was strengthened after the signing of the wide-ranging collaboration agreement
between our subsidiary, CC-Bank, and the Werhahn Group for the subsidiaries of both
(CC-Group and AKB 'Group) in consumer financing. Under the agreement Santander
Central Hispano will acquire the whole of the AKB Group, which would create the largest
independent auto financing company in Germany, with a market share of 13%. In the
United Kingdom. our historic alliance with Royal Bank of Scotiand continues to provide
excellent results within a framework of close collaboration. Santander Central Hispano’s
stake in Royal Bank of Scotland is 8%.

Latin America | Firm progress was made in consolidating Santander Central Hispano
as the leading financial franchise in Latin America. The main task undertaken was
intensified business development in the 12 countries where the Group operates with
the goal of increasing market share. The business plans carried out lifted the Group's
customer base in the area to 23 million.

In Mexico, the strategy of integrating central services and certain business areas of Banco
Santander Mexicano and the Serfin Financial Group was successful and produced significant
improvements in efficiency ratios (15 p.p. at Serfin to 50.4% and 8 p.p. at Santander
Mexicano to 46.1%,).

In Brazil, the Group carried out a public share offer for Banespa in April 2001, which increased
its stake to 97.1% (97.8% at the end of the year}. The necessary measures were then taken
to achieve an adequate cost and income structure. A voluntary redundancy program was
accepted by more than 8,000 employees and business activity was strengthened through
different actions that captured 400,000 new clients. As a result, the efficiency ratio improved
to 45.9%.

Successful management in all Latin American countries produced growth of 4.8% in
managed customer funds, 20.6% in mutual funds and 16.3% in pension funds, increasing
market shares.

Building for the future Santander Central Hispano 23
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additional balance sheet strength - more efficiency - higher profitability

As a result of this progress and despite the region’s economic problems, Latin America generated
net attributable income of EUR 1,688.2 million.

Activities | All areas contributed to business growth, with a greater contribution by the
most profitable and recurrent activities. The main highlights of each area are set out below.

In Retail Banking, of note was the Group’s emphasis on boosting business in the branch
network, with the launch and development of the Da Vinci project, specialization of branches
by type of activity and segmenting customers into Individuals and Companies and Institutions
and displaying the same brand name throughout the network: Santender Central Hispano.

The Da Vinci project, a business management model common to the whole network, will
increase business activity and customer loyalty, through segmentation of customers and
use of highly effective tools such as Customer Relationship Management (CRM). The model
also reassigns the physical space of branches for different zones (transactions, advice, seifs
service), reorganizing clients according to their needs. Meanwhile, the installation of the
new unified brand name has been a decisive factor in increased sales of retail banking
products and services.

The improvement in alternative distribution channels has also contributed to the good
development of business, with a multichannel contract that enables a customer to operate
with a single electronic signature.

The result of all these factors was an excellent performance by the most profitable balance
sheet items. Particularly noteworthy on the asset side was the 19.8% growth in mortgages.

in Asset Management and Private Banking, total assets grew 5.9% to EUR 131,375
million, consolidating a gain in market share in almost all products.

In mutual funds, Santander Central Hispano is the leader in Spain with a market share of
26.3%. The share in personal pension funds is 19.4%, also making us the leader in this
segment. In real estate funds, the Group's market share is more than 75%. One of the most
notable developments in this area in 2007 was the launch of Allfunds Bank, which selects
and sells the funds of international fund management entities in Spain and provides access
to own or external networks for the products of more than 40 entities.

Building for the future Santander Central Hispano 25
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additional balance sheet strength - more efficiency - higher profitability

in private banking, the Group is the leader in Spain with a volume of managed assets of
more than EUR 30,000 million, close to 74,000 clients, 372 SIMCAVs registered by the
National Securities Market Commission and a market share of 19.6%.

BSN Banif, as an independent entity, is the Group bank dedicated exclusively to private
banking. In 2007, it strengthened its leading position in this market. An innovative range
of products. the opening of new offices and the incorporation of new sales agents pushed
up the volume of assets managed to EUR 18,030 million.

Meanwhile, Santander Central Hispano Banca Privada completed its operational merger and
launched a commercial campaign, which enabled it to end 2001 with more than EUR 10,137
million in managed assets, making it the third targest entity in this segment.

In Global Wholesale Banking, corporate banking clients recognized the Group’s effort in
quality of service, as refiected in the score of 4.5 out of 5 that Santander Central Hispano,
the highest in the market, achieved in the customer satisfaction survey conducted by an
independent company.

Of note in treasury and capital market activities was the creation of Centradia, an electronic
trading platform for products over the Internet, and the launch of the sale of liquid warrants
to the retail sector. In this area, the Spanish Treasury recognized Santander Central Hispano
as one of the five largest Spanish debt market makers, while in Latin America the magazine
Euromoney awarded the Group the prize for best treasury in the region.

In investment banking, the Group increased net operating revenue by 11.9%, despite the
difficuit environment. The Group is a leader in equity brokerage and it participated in the
main advisory operations in mergers and acquisitions, public offerscand structured financing.
The Group's prestige in this area was recognized in Spain, Portugal and Latin America by
several specialized publications (Bondware, Thomson Financial, Latin Finance, etc...).

The Industrial Portfolio, with stakes in companies in strategic sectors with a high level of
profitability, is a major source of revenue and capital gains. The portfolio was very actively
managed during 2001, with divestments of EUR 3,075 million and new investments of EUR
915 million. Of particular note was the partial divestment in Vodafone, which generated a
gross capital gain of EUR 1,712 million, and the acquisition of 9.77% of Auna, which lifted
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additional balance sheet strength - more efficiency - higher profitability

the stake in this company to 10.87% at the end of 2001. The stake will reach 23.49% in
2002. Unrealized capital gains amounted to EUR 3,000 million. ’

Lower costs

Efficient cost management is vital for improving efficiency. At Santander Central Hispano this
activity does not just consist of reducing spending without developing strategies that make
sustained savings possible. The focus was on reducing the head count of central services and
streamtining networks.

For the whole Group, and on a like-for-like basis, spending in nominal terms fell 3.5% in
2001, a performance that played a key role in the Group's better efficiency ratio.

The optimization of the Group's central services, the internetization of processes and
extending intranet produced cost savings, which were added to those from further reductions
in the headcount. Also joint management of purchases in Spain and Portugal through
electronic auctions saved EUR 17 million. This technique has also been extended to Group
companies in some Latin American countries.

In Spain, the largest cost savings were produced in the optimization of the network, which
in 2001 made decisive progress with the integration, in the second half, of the retail banking
networks Santander and BCH, under the same brand: Santander Central Hispano. This
unification facilitated the closure of more branches, which, together with those scheduled
in the integration plan, reduced the total number by 593 during the year and identified
another 300 that will be closed during the first half of 2002. Average branch productivity
increased by 24%.

The unification of the networks of Retail Banking in Spain will:generate substantial cost
savings in coming years. The integration of teams, regional networks and staff lines will
produce sustained gains in efficiency.

These measures were completed with a strategy that strengthens the use of lower cost
alternative distribution channels, which carried out 200 million operations during 2001
amounting to more than EUR 72,000 million. The number of clients using these channels
increased 23% to 2.7 million.
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At Banesto, the emphasis on cost containment bore fruit. Early retirement plans together
with the optimization of networks, which resulted in the closure of 286 branches, enabled
a 0.5% fall in personnel and general expenses.

In Latin America, the cost savings plans are the main lever behind the sharp improvements
in efficiency and profitability. The measures, already commented on, produced excellent
results: the Group's efficiency ratio in Latin America improved in 2001 by 3.5 percentage
points to 49.5%. Under the America Project, the ratio improved 11.9 percentage points
over the last three years. )

And with greater service quality

During 2001, the strategies to improve service quality produced an increase in customer
satisfaction and this was recognized by the market, with new certifications of quality and
prizes of international prestige.

In Spain, the surveys on the Group's quality model showed an increase in customer
satisfaction. In 2001 the Global Certification obtained in 2000 was renewed. Five new
certifications were also obtained. In all, 99 certifications have now been obtained, covering
all the Group’s activities and processes in Spain.

Also in 2001, Santander Central Hispano extended the quality model to Portugal, where
two ISO certifications were obtained in telephone and Internet banking. In Latin America,
12 1SO 9001:2000 certifications were achieved and prizes of international significance were
obtained. Summa Bansander became the first financial entity from the region to be awarded
the Latin American Quality Prize. Santander Brasil obtained the Mention of Honor Rio Quality
Prize and Banefe the National Chilean Prize for quality.

Group net attributable income was 10.1% higher at EUR 2,486.3 million. This growth
was achieved during a period of global economic slowdown and increasing uncertainty
when the Group tightened its already prudent policies, redoubling efforts in provisions
for all risks.

This changing environment made it advisable to make balance sheet strengthening,
cost reduction and increased efficiency the priority objectives. In short, the focus was
on consolidating the Group's excellent position after the phase of expansion and growth

Higher profitability
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additional balance sheet strength - more efficiency - higher profitability

that followed the merger and improving the bases of profitability. By doing this we are
securing Santander Central Hispano's future.

Even so, the growth in income achieved in 2001 still compares well with that of most large
international banks. ROE was 17.56% with earnings per share of EUR 0.5447 and a further
rise in profitability via dividends for shareholders.

... and with the support of Santander Central Hispano's human capital

Santander Central Hispano's most important asset is its human capital. The Group, through
its Hurnan Resources and Training Area, actively manages employees and provides support
for projects in all areas of the Group.

During 2001, 46,243 CVs were received in Spain and more than 1,100 people worked
internships. There were more than 130,000 attendances at courses, by 95.38% of the
headcount, and an average of 48 hours spent in training. The Systemn of Professional Careers
is also being gradually implemented for key collectives {6,000 employees). At Group level,
training activity has exceeded 4.2 million hours with over 300,000 attendances (37 hours
per employee).

The commitment to training extends to all the new companies incorporated into the Group.
In Latin America, the number of training hours in the 9,000 courses given was 2.3 million
and at Banespa 93% of employees received training. In Portugal, more than 70% of
employees participated in courses.

Another of the pillars of the Group's human resources management is the system of
performance-linked salaries. With this objective in mind, continuous performance
management systems were strengthened, involving all employees, as well as Management
by Results for executives.

This policy gives Santander Central Hispano the best competitive advantage in banking
today: staff that is well trained, motivated and committed to the Group’s goals.
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& Santander Central Hispano

_Key consolidated data

Balance sheet . 0 Pta.MM.

Total assets : 59,589,068
Loans . Lol 1 128,921,555
..Customer.funds .. ... ... i 55,136,809,
Customer funds on balance sheet ¢l 39,289,122
Mutual funds . . 11,403,272
Pension funds L : ! 3,135,027
.....Managed portfolios - . Lt 1,3:09,388”

Shareholders’ equity v 3,182,702
Total. managed funds -

Income statement.. .

Net interest revenue P N 1,706,582

Basic revenue ) Ll 2,475,574
Net operating income . 989,074
Income before taxes . 1705028
Net consolidated income S - 413,686
Ratios
ROA

...ROE (1)

Efficiency ratio (personnel & gen;expense‘s /netop. révenu@e)
..BIS ratio (2) S .
Tier1(3)
.. NPL ratio.
NPL coverage
Shares and shareholders
..Shareholders (number) -
Shares outstanding (millions at period end) P
Share price (Pta., Euro) v L ? 1,566
Market capitalization (millions) o 7,295,128
Net attributable income per share (EPS) . S . 1.90.63
P/E ratio (times) P [
Yield

Other data

Number of branches
Spain
Abroad .

Number of employees
.Spain
Abroad

2001

. Euro MM,

$ 75.436,755....

358,137.5
173,822.0
331,378.9
236,132.4
.68,535.0

18,841.9
..7,869.6

19,1284

453,384.0

10,256.8

14,878.5

" 59445
42373
2,486.3

0.94
17.56
53.98

L A276

8.44
1.86
143.32

.. 981,408 1.

4,659
98.41
43,8446
0.5447
17.63
2.81

9,817.
4,707

5,110

114,927

40,741 |...

74,186

2000
Euro MM.
348,928.0
169,384.2

..303,098.5. ...

214,450.3

65,011.9. .

16,397.3
..7.2389
17,7979

.437,576.1......

8,289.6
12,3026
4,688.6
3,774.0
2,258.1

0.99

..20.86 .

56.11

10.86..

7.64
..2.26
123.04

1,018,062 ..

4,560
11.40
51,986.7
0.5369
23.02
.2.45

.. 10,848 .

5,518

e . 2,330

129,640

. 43,059 ...

86,581

l Var. (%)
2001/2000
2.64
2.62
9.33
10.11
...5.42
1491
8.71
7.48
.3.61

2373

2094
26.79
12.28
10.10

(1} The ROE calculation does not include «anticipated voluntary reserves». 13.9% if included in 2001 and 17.6% in 2000.

(2) Adjusted for scheduled redemption of preferred stock: 12.04% (2001). .
(3) Adjusted for scheduled redemption of preferred stock: 8.01% (2001).

1999

! Euro MM.
. 256,438.5
© 127,472
©.232,2323 .

153,756.6

59,840.3 ..

13,071.5
. .5,563.7
8,026.2

13349141

6,669.9

9,747
© 3,479.0
27156

© 11,8751

0.88
.1 1851...

. 52.70
;.12.03
8.19

197,

120.84

761,086
3,668
11.24
141,226.0

0.4294.

26.17
D232

8713
6,011
2,702
94,110
45210
48,900
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Consolidated financial report.
Summary of 2001
The Santander. Central Hispano, Group conducted its

business in 2001 against a backdrop of sharp globat
economic slowdown which intensified as a result of the

_.uncertainty. generated by the events of September 11.

World economic growth decelerated to around 2.4% from

.. 4.7% in.2000.

The US economy grew by only.1 % Iqsind steam attheend...

of 2000 due to higher energy prices, the:rise in interest

_rates during the first half of 2000 (fram_5.5%.10.6.5%)

and the bursting of the technology :stock bubble. The

_.events..of September. 11. accentuated. some..of  these

negative trends and GDP shrank in the second half of the
year. However, the rapid response in monetary and fiscal
policy increased confidence, at year end, that a recovery
was on the way.

The international climate was. not favofablé for Latin
American economies during 2001. The region dgrew
marginally, following growth of 4.3% in..2000.

Argentina’s_problems affected the whole of.the region .

during a large part of the year, réquiring tougher

..economic..policies_.in..some countnes than . domestic

circumstances necessitated.

Europe did not escape the global trend and, although less
..intensely than.in_the . US, the pace of its. GDP. growth.

declined from 3.5% in 2000 t0 1.5% in 2001. Investment

was the most affected component of demand. Moreover, ...

the delicate budget situation of (the: main Eurozone
countries {Germany, France and italy) and the limits
imposed by the Stability Pact prevented the adoption of
active fiscal policies to  counteract . the slowdown,
something that the US did do. '

~ The Euro, in its last year.as a virtual currency, was unable to

recover parity with the US dollar despite a. growth and

interest rate differential that was favorable for the Euro zone....

during most of 2001,

The Spanish economy also slowed: down, with growth

declining from 4.1% to0.2.8%, but maintaining..a. positive
growth differential with the Euro:zone.: Investment in

. equipment_was the component of demand that was. the..

meost affected by the deterioration in business ‘expectations,

. although _private. consumption. was: also dented. by the...

slower pace of job creation and higher inflation.

In this context of lower GDP growth and reduced inflation,
the main central banks adopted expansionary monetary

... policies. Of particular note was the codrdinatioh among
central banks after the financial shock following the terrorist
... attacks in New York, to cut interest.rates and guarantee the

In this new economic and financial environment, dominated

_been focusing its strategy, especially durihg 2001). ...

liquidity of the financial system. I

by uncertainty, a series of critical factors gained importance
(including equity, liquidity, diversification, risk. management,
provisions, etc. upon which Santander Central Hispano has

o .The Group’s.capital base improved, .with the BIS ratio
rising from 10.86% at the end of 2000 to 12.76% a

.. year.later, while the quality of.its.composition. was.also
enhanced (Tier 1 increased from 7.64% to 8.44%).
This.was. due.to a.more._prudent selection.in.risk asset
growth, the faunch of four issues of subordinated debt
totaling EUR 1,832 million and the early amortization
of goodwill. It also reflects the temporary effect of the
EUR 900 million capital increase made in December
2001, under which preference shares of the same
amount are being amortized. Once amortized, the BIS
ratio will be 12.04% and Tier 1 will reach .8.01%. In
this case, the equity.surplus over the minimum
requirement _amounts_to..EUR...8,252 ;. million.
(approximately Pta. 1.4 trillion), together;with EUR

..6,000.million of _unrealized. capital gains_that. further
strengthen the balance sheet.

The Group continued to be particularly. cautious in
.. maintaining high._standards of liquidity,. batkéd; by both
the development of customer business: (where the
increase .in. funds..collected. was . triple . that. of loans |
granted) as well as an active presence ini international
markets to capture medium- iand long-term. funds,
stepping up the liquidity policy at aiglobal level and in the |
different countries where Santander Central - Hispano
operates, particularly Latin America. =

Santander Central Hispano : also : maintained its
particularly prudent credit risk management policy.
underscored by the high levels of credit.quality and ..
coverage reached and favorable: performance during
..2001. The balance of bad and doubtful: loans declined
14.0% in 2001. The NPL ratio improved 40 basis points
and. NPL coverage was 20 percentage points higher,
comfortably reaching in both cases the objectives set
for the end of the year. ;

The Group’s risk. profile was reduced through :different
actions. Over the last three years the Group has
continuously reduced regulatory - country-risk from
US$1,665.7 million, net of allowances, at the end of 1998
to US1,143.0 million at the end of 2000 and US$787.1
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million at the end of. 2001. This repreSenté a 52.7%
reduction over the past three years and a 31 1%
reduction in 2001. : :

The Value at Risk (VaR) was also inuch iower than the
maximum limits established by the Group, and below
the levels of 2000. At the end .of ‘the year it was

..reduced.to. US$18.9 million. (US$30 mllllon attheeend.. .

of 2000).

thln the context of |ower growth and greater uncertamty
..the_ Group’s. income statement was. characterized by: strict ...

contro! and good performance of operating expenses'(4.1%
stronger provisions, with the establishment of a special

value and goodwill of Banco Rie, and the Jarge provisions
made during.2001 for loan losses and early: amomzatlon of
‘goodwill. :

When analyzing the Group’s consolidated accodnts and its
business areas, .it is necessary to bear in mind. the
incorporation, during 2000, of the banks Totta and Crédito
Predial Portugués in Europe, and Serfin, Meridional,

Banespa . and Caracas in Latin Americ'a,;.tbgether with. ...

companies such as Patagon and some fund management

entities. All of them made a partial contribution to results in .

2000, but in 2001 they were fully consolidated, resulting in
.some..impact..from .the change. in..the .consolidation
perimeter when comparing both years. This does not occur

.in.the_balance. sheet, .as. figures .arecompared..as..at...

December of each year, providing no substan’uai change in
.the consolidation perimeter....

..Banesto continued to progress, with 23.1% Qrowth in its

income before taxes. This was due to: both the favorable
performance of business margins.as well asto cost control,
which produced a further improvement in: aperating
efficiency of 3.3 percentage points. The higher earnings
were accompanied by stronger business activity, highlighted
by the growth in lending and customer funds, and improved
NPL and NPL coverage ratios. .

focused on creating a single IT platform for. the three retail
..banks,. re-launching the. business .drive :at the networks
acquired and improving activity, efficiency and profitability
. ratios. All this is reflected in a rise.in market share of 0.5

lower in_the second. half than in.the first), the.policy of .. -exercising.the options.that have been agreed...

reserve of EUR 1,287 million, which.covers.the whole.book ........

.performed .well in..2001..

The banking Group's.activity in Ponﬂrgal.during 2061 was. . ..

percentage points in customer funds, an improvement of
more than 3 percentage points in the efficiency ratio, which
is. now below 50%, and . a higher than enwsaged net
attributable income. S

In_Germany, as part of the Group’s consumer finance
expansion strategy, Santander Central Hispano ‘and. the

Werhahn.Group.reached a cooperation.agreement between ..

their subsidiaries CC-Bank and AKB Bank, leaders in
consumer.and.auto financing, .respectively. ’

In this_respect,. during. the_first half 6\‘ 2002.. Santander
Central Hispano can acquire 100% of AKB: Group by

..In. Latin. America, the .Group worked;on.consolidating a

homogeneous management model, in* the different
countries, for business {marketing platform), risk: (already
completed) and technology (a common platform, «Altairs,
now operating in five countries). Net attributable income in
Latin America reached U$$1,510 million. P

In Brazil, plans went ahead according to schedule to

increase efficiency, modernize technology and: develop
the business.of Banespa.. The. full effects of these plans
will be reflected in coming years, . enabling -the. net

. attributable income target of U5$750 million. for.2003 to

be achieved.

Mexico and Chile, two countries which along :with Brazil
.. provide stability.to results.and account for 88%.of the net...

attributable income generated in Latin: America,
Of. note.in Mexico. was, the
integration of Banca Serfin and Santander Mexicano which
produced significant cost savings, reflected in an
improvement of more than 10 percentage points in the
overall efficiency ratio. Meanwhile, net attributable income
was well above initial expectations (27% higher than the

budgeted figure).

In Argentina, on the other hand, income was affected by the

difficulties being faced by the country, which finally résulted !

in a devaluation of the Argentine peso. In‘this environment,
Banco Rio's strategy has centered on'preserving liquidity
levels, reducing sovereign risk through lower exposure to the
Argentine public sector, strengthening credit risk :contrals,
increasing NPL coverage (which at the end of the year
reached 100%) and optimizing the volume and structure of
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. equity. In addition to these measures, the Group. decided to

establish a special reserve for Argentina of EUR 1,287 million,
which covers all the investment (book vaiue and goodwill) in
Banco Rio. ‘ R

The Group’s net attributable income roée 10.1% to EUR

2,486.3 miliion (Pta. 413,686 million). A major factor in this

growth was the 26.8%. rise.in net operating income. The .

rise in net operating income, which-was:higher than that for
income. .before taxes and net. attributable _income,
underscores the quality of the Group’s earnings and reflects

..the large volume of provisians.

..In quarterfy terms, the growth in net operating income was....

also good; eliminating the impact of the' most seasonal

...items, such_as_dividends (particularly high._in..the_second

guarter) and trading gains, the figure:for the fourth quarter
was the highest ever in the history of the Group, as was the
case of net interest revenue (excluding dividends).

The net attributable income figure ‘implies ‘growth in
earnings per share of 1.5% (from EUR.0.5369 to EUR
0.5447), which should be viewed: positively within an
international context marked by declines. ROA was 0.94%

...and ROE (excluding anticipated reserves) was 17:56%.. ..

. Inter-annual growth in total assets was ‘notably fess than in

prior quarters. This was due to the fact that there were no

new acquisitions. in.the fourth guarter, to a_reduction in. .

certain assets and to the performance of exchange rates

. of aimost one percentage point.in market share, with gains ..

real_estate funds. Pension. funds rose 14.9%, with growth

(which had a slightly negative effect: on ‘ year-on-year
comparisons). Total assets amounted to EUR 358,138 million
(Pta. 59.6 trillion), a 2.6% rise over. 2000.

The volume of customer business reflected the policy of
higher growth in customer deposits, which :rose 10.1%,
four times the increase in loans (+2.6%). The exchange-rate

.effect was around -1% on all the Group's balances. ..

.. Highlights on the lending side indude:’thev:,19.4% increase.in

secured loans (mainly mortgages) in Spain, the slower pace of

.growth of consumer loans, .the impact of “securitization .

(basically of commercial bills) and the. containment policy in

..Latin America. where . the.volume. of..loans . declined. 4.5%

(affected by the depreciation of currencies as the balance did

.not_change.if this_effect.is excluded). On.the Jiabilities side,

sight deposits in Spain increased 5.0% and savings accounts
rose 12.6%, the latter performing better!than the market.
This performance was accompanied by sustained profitability,
which improved by 31 basis points.. ’

Off-balance sheet, mutual funds rose 5.4% over year end
2000. The balances in Spain continued to grow. at a faster
pace than the average for the sector, producing an increase

in both FIM (capital market), IAMM (money market) and
both in Spain, where the campaign launched atithe end of

2001 brought total funds captured during thé.year to EUR
611 million, as well as Latin America. :
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‘_lncome statement

 Pta. MM.

56.629.... |...

Interest revenues .. 4,678,234 :
Dividends [ o91247 |
. Interest expenses v(3.062:,899)f
.Net interest revenue oot 1,706,582
Net fees and commissions S ?68,992
. Basic revenue ... 2,475,574 .
Trading gains i 1‘13,998 :
Net operating revenue .. . - .ﬂ‘2,589,5'72; .
Personnel and general expenses ( 1)3:97,80'6)
...a).Personnel expenses S | (874.907)
b) General expenses : (522_,899)
Depreciation... 5 164,276) )
Other operating costs | (38,416)
Operating costs (1,600,498)
Net operating income i 989,074
income from equity - I
accounted holdings 86,833
Less: . . A
Dividends from equity acc. holdings 170,493
Earnings from Group transactions 194,580 :
Net provisions for. loan - losses ,;(263i891) i
Writedown of investment securities (125
. Goodwill amortization . (311,633).
Special reserve (206,984)
.. Other.income 217,174
income before taxes 705,028
..Corporate tax... ... S . '(151,477).. :
Net consolidated income 553,551
Minority interests._. . . ‘
Dividend - preferred shareholders 83,236
Net attributable income 413,686
Note: : ;
Average Total Assets 58,699,028
Average Shareholders' Equity 2,356,001

* Euro MM.

28,116.8
548.4

(18,408.4)
10,2568 |

- 46217

. 14,878.5

685.1

15,563.6 |.

(8.401.0)
(5.258.3)
(3.142.7)

1987.3)

(230.9)
{9,619.2)
| 59445

5219

4237
| 11694
(1,586.0)

(0.8)

(1,873.0) .

(1,244.0)

] 13082

. 42313
. {910.4)
3,326.9
3403
500.3
- 2,4863

.1352,788.3

14,159.9

2001
%ATA
7.97
0.16

(5.22)
291 .

1.31
4.22
0.19

4.41.

(2.38)

(1.49).

(0.89)
(0.28)
(0.07)

(2.73)

1.68

Q.15

012

0.33
(0.45)
(0.00)

(0.53).

(0.35)
0.37
1.20

..{0.26)

0.94

0.10..

0.14
.0.70

Euro MM,
29,159.7
424.2
(21,294.4)

8,289.6. ..

4,013.0
12,302.6
7021

..13,004.7

(7,296.4)

..{4,451.0)....

(2,845.4)
..{900.1)
(119.6)
(8,316.1)
4,688.6

7543

293.4
384.8

(1,048.3). ..

(0.6)

e {598.5) .

(406.2) ..

3,774.0

. (714.9)..

3,059.1

358.5....

4425
2,258.1

310,036.0
10,827.4

2000
%ATA
XA
0.14
6.87)

2,67 .

1.29
3.97
0.23

419 .

(2.35)

(1.44) .

(0.92)

..{0.29).....

(0.04)
(2.68)
151

0.24

0.09
0.12

(0.34).

(0.00)

(0.19).

(0.13).

1.22
(0.23)
0.99

202,

0.14
0.73

Var. 2001/2000

Amount
(1,043.0)
124.2
2,886.0
1,967.2
608.7
.2,575.9
(17.0)

2,559.0.

(1,104.6)
..(807.3)
(297.3)

.A87.2)...;

(111.3)
(1,303.1)
1,255.9

(232.4)

130.3

784.6
.(832.7)
(0.1)
(1.274.4)
(1,244.0)

17114

463.3

...{195.5)

267.8
{18.1)
57.8
228.2

42,752.3
3,3324

(%)
| (3.58)
29.28
(13.5%)

. .2373

15.17
.20.94
(2.42)
19.68
15.14
18.14
. 1045
19.68
93.07
15.67
26.79

-(30.81)

4441
203.87
51.29
2251
21292

1228

2735

875

L (5.06)

£13.05
‘ 10.10

13.79
30.78

1999
Euro MM.
119,612.0

3317
© (13,273.8)

.. 6,669.9

3,077.1
9,747.1
13796

| 110,126.7..

(5,843.2)

(3,775.8). ..

(2,067.4)

... {735.8)...

- (68.7)
(6,647.7)
3,479.0

3228

2403
704.5

L (988.1)..

(4.0)

.(648.0).

..(150.7)
2,715.6

2,172.0

365.8

15751

- 247,222.1
85114

(543.6)...

2302
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. Quarterly. Euro million

2001

2000 . . . : :

: 4* quarter 1" quarter 2™ quarter 3" quarter = | 4" quarter
Interest revenues .. o : L 7.817.7 8,367.6 . 7,129.5 ! 64246 © 6,195.0
Dividends C 97.8 - 64.0 305.2 560 1 1234
Interest expenses :(5.564.4). . (6,018.6) (4,695.1) (4,048.8) :(3,645.-9)
Net interest revenue. ... SR N it e 235V . 2,813.00 2,7395 02,4320 0L 0 2,672.3..
Net fees and commissions o ' 1,108.0 1,163.4 1,1784 1,153.9 1,126.1
..Basic revenue . IO DO B . .3,459.1. . 3,576.4 ...3,917.9. ...3,585.8 ..3,798.3
Trading gains . 209.1 . 239.7 207.2 ‘11589 : 79.3
_Netoperatingrevenue. . ... i . . 3,668.1 3,816.2.. 41251 . ... 37448 .| 38777
Personnel and general expenses Lo : : (2,192.6) (2,126.8) (2,161.1) £(2,032.2) (2,080.8)
~...a).Personnel expenses..... ..o 0 0(1,298.0) . (1,324.8) . (1,360.0) . (1,270 | (1,301.7)

b) General expenses ‘ (894.6) : (802.00 (801.1) : 5(760.5) . (779.1)
Depreciation . i e 257.0) i (235,00 . (244.4) (246.6) ' (261:3) .|
Other operating costs SR T A O O (52.9) 61.1) (50.9) 614y (57:5)
Operating costs h L : (2,502.5) (2,422.8) (2,456.5) (2,340.2) (2,399.7)
Net operating income A . 1,165.6 1,393.3 1,668.6 L 1,404.6 . 1,478.0
Income from equity - accounted holdings . * = | ¢ 1334 . . 225.0 (15.5) . o 2309 .. . B8LS
Less: v . : ' '

. Dividends from equity - accounted holdings : 81.5 23.1 273.5 ' 01260 ¢ 101.0
Earnings from Group transactions = 232 195.4 137.6 © 2650 - 571.4
Net provisions for loan - losses B o (397.5) (359.4) . 475.7) . | 1(489.3) : (261.6)

Writedown. of investment securities. . ; b i1 . O N o 3 I D . (0:3)
Goodwill amortization : A (377.1) - . (351.0) (952.1) ¢ (182.0) : {377:8)
...QOther.income . . .. - . L 409.7..... 67.0.. ... ....840.7 (198.4).... .. (648.1)
Income before taxes ; 956.1 1,171.6 1,203.7 : 1,019.0 | 8430
.. Corporate tax... . ... . ; s L{151.1). - {251.5). ...(258.2) ... (227.3)..1.4....(173.4)
Net consolidated income ! 805.0 920.1 945.6 7917 669.6
Minority.interests ... : [ R & 3 SR ...123.5. .. 99,6 64.1 b .33.2
Dividend - preferred shareholders : : 11.0 128.3 1324 L1167 L1229
Net attributable.income ... B 81830 ...668.3 ... 713.8 i 610,80 |, 4935
Note: f . ‘ ;
Average Total Assets Lo _ 343,503.1 350,880.7 361,561.0 350,497.6 350,808.5.
Average Shareholders' Equity ; 13,3035 | 14,345.7 14,2152 14,0251 13,968.1
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Santander Central Hispano Consolidated Resuits
Net interest revenue

Net interest revenue rose 23.7% in 2001 ‘to EUR
10,256.8 million. Growth came from the rise in business
volume (impact of the incorporation of rew entities), and
the improved. trend of margins observed in. the Spanish
market, where active management of sho“rt-zte:rm market

_interest. rates has allowed an_increase in customer
spreads. The spread in retail banking (including Banesto)

.in.2001 was. 31.basis. points_higher than that. in 2000......
The increase in the yield of total assets was greater than
_the.growth.in the cost of funds resulting.in an.increase in
the spread between the two from 2.67% t0 2.91% for
the Group. T

Excluding new incorporations, which contributed EUR 1,712
million, and the impact (slightly negative) of exchange rates,
net interest revenue increased 5.3% over 2000. This reflected
the positive performance of net interest revenue in Spain from

Average yield of assets

(%)

Central banks and Government debt securities® . - | @ . . B

Due from banks
Loans.... .. .
EMU currency

. Other currencies
Investment securities
Other assets...... .. -
Other revenue

Total

Average cost of funds

(%)
Due to banks
Customer. deposits:
EMU currency
_ Other currencies .
Debt securities and subordinated debt
EMU currency ...
Other currencies
Net shareholders’ equity .. .
Other liabilities
Qther costs ..
Total

Net interest revenue L
Euro MM. 10,257

8290 2379

6,670

2001

..1998

.. 1999. 2000 ... .

retail, private and corporate banking, and the nedative effect

of the lower contribution of the ALCO public debt portfolios
compared 1o previous years, as well as the higher financing
cost arising from the acquisitions made during 2000. : .

January-December. 2001 .

Weight Aw. rate | Weight . Av.rate
.. 9.54 474 ..1049 . 553
11.53 7.80 1268 7.13
.48.19) |.. 9.59. ... 49.48 9,65
29.27 6.34 03021 1 614
1892 | 1462 1927 . 1547
16.86 7.62 1587 ¢ - 629
13880 (.. — 1148 —

— 0.87 L — . 228
100.00 8.13 100.00 9.54
January-December 2001 January-December 2000
Weight  Av. rate Weight | Av. rate
16.70 6.85 . 12230 6.05
49.32 4.66 4877 5.03
26.97 2.7 26.92 2.15
22.35 7014 2185 8.58
14.70 6.67 1238 6.86
.5.25].| .5.54 ..4.78 4.87
9.45 7.30 760 8.11
568[ [ . — L 487, . .—
13.60 2.46 L1168 .44
- 0.46 . .— .205
100.00 5.22 100.00 5.87

.January-December 2000..
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Net fees and commissions

. The performance of net fees and commissions was very
stable during the year, with between EUR 1,100 million and
EUR 1,200 million generated every quarter, despite the
weakening of international capital, markets and the lower
value of mutual funds following the incidents in September.

Net fees and commissions
Euro MM.

4,622
4013

+1 5.2%

3,077

Fee income and commissions in 2001 rose 15.2% to EUR

.4,621.7 million and. progress was:made.in.most: business.......:.

areas, chiefly in those related to traditional banking activity:
.. credit. and..debit cards,..checks. and. transfers, .commercial
bills, contingent liabilities, etc. together with those derived
from asset management and insurance. Only securities and
custody services performed negatively because of reduced
activity and the weakness of the stock markets. ..

Excluding the new incorporations, «business alone» growth

would have been almost zero, because of :the. slight
reduction in mutual and pension funds: (-1.8%), due to

Net fees and commissions

2,751

1998 . 1999 2000 ' : 2001

lower balances of mutual funds.in the Spanlsh market and
the 20.9% fall in fees from securmes servnces

2001
e - Pta. MM. __Euro MM.
Mutual & pension funds 258,189 1,551.7
Credit and debit cards 89,742 539.4
Securities services 99,598 598.6
...Contingent liabilities 34,860 ..209.5
Commercial paper 81,227 488.2
_ Account management ..85,431.. 513.5
Insurance 38,263 230.0
Other operations .. ... '81,682.. .490.9 |.
Total 768,992 4,621.7

Basic revenue

Due to the growth in net interest revenue and net fees and
commissions, basic revenue rose 20.9% to EUR!14,878.5 million
(Pta. 2.5 trillion). Net fees and commissions accounted for more
than 31.0% of basic revenue.

Trading gains

_ Trading gains, induding those generated'in the trading of
assets {net of provisions) and from exchange differences,
amounted to EUR 685.1 million, 2.4% lower than in 2000,
due to the negative impact of. Argentina’s crisis on the
valuation of trading portfolios.in that cc)untry, which wiped
out the favorable performance of the trading portfolios in
Spain and other subsidiaries abroad.

l . 2000 ‘ Var. 2001/2000 1999
Euro MM. L. Amount . (%) .. .. Euro MM.
1,397.6 1541 © 11.03 1,231.2
498.8 4065814 i ..3916
725.2 (126.6) (17.46) 5173
2021 7.4 ...365. ..165.8
288.9 199.2 - 68.96 153.6
366.3 147.2 4019 ..305.6..
128.4 1015 79.07 84.5
..405.6 85.3 . 21.03 2275
4,013.0 608.7 13,0771

1547

The Value at Risk (VaR) performance during 2001 reflects the
Group’s policy of maintaining a medium/low market risk
profile, as well as the flexibility needed to adapt to the markets’
changing circumstances. VaR declined from a maximum in the
first half of 2000 of around US$45 million to an average of
US$27.0.million.in 2001.(US$18.9 million at year end).

Net operating revenue

Net operating revenue rose.19.7% to EUR 15,563.6 million
(Pta. 2.6 trillion). This figure underscores the strength of
recurrent. revenue which..adds . stability. to. the income
statement. This stability was strengthened by:the fact-that

. 87%.0f.net operating revenue came from retail banking in .

Spain and abroad and almost 96% relates to net interest
revenue plus fees and commissions income.
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Personnel and general expenses |

The 15.1% rise .in personne! and genefal expensés was
largely the result of the incorporation of: new entities and
new projects undertaken. The trend, however, was pasitive
as the second half had the lowest volume of expenses of the

year, both personnel (-4.1% over the first half) as well as .

..general (-4.0%).

_Expenses. on . a _like-for-like basis;..(‘as‘sukming all. new

incorporations in 2000 as from lanuary 1).:declined 3.5%

..in _nominal terms, both. personnel .(-1:.0%)..as .well _as

general (-7.4%). The reductions were acrbss the board. Of

note in Spain_were the. reductions in the Pare'nt;.vBank,.

Banesto and Patagon internet Bank and,in Latin America,

.in.Mexico, .Brazil, Chite.and..Peru.. As. well asthe.global. ...

savings policy undertaken by the whole Group, specific
measures were taken during the year, both:at a general
level as well as in Spain and Latin America. These measures

Personnel and general expenses

‘ 2001
Pta. MM. . Euro MM.
Personnel expenses .. 874,907.0 |5,258.3.
General expenses: . 522,899 3,142.7
..Information technology.. . 90,915 . . 5464 |.
Communications 57,769 347.2
Advertising .56,583 340.1 ..
Buildings and premises 93,293 560.7
...Printed & office material :18,229.......]...109.6
Taxes (other than income tax) o 33',882 : 203.6
_..Other expenses ... 172,228 ... .{1,035.1.
Total 1,397,806 8,401.0
Efficiency ratio
%
57.70 )
56.11
. 5398
. “213 b.p.
1998 1999 2000 2001

_recently incorporated entities.

.The positive impact of these measures will be reﬂected in

. include: joint management of purchases in :Spain.and

Portugal through electronic purchasing processes, a
technique also applied in some Latin American countries,
with savings of EUR 17 million; optimization measures
relating to travel, with savings of EUR 4.2, million, and
unification of the branch network, with -expected savings
of EUR 6.7 million in the generation and malilng of
information to.clients.

The different.. business. areas..also. performed Well,
improving their efficiency, through, in some cases (Retail

_..Banking. in Spain and Banesto) a nominal cut in spending,

and in others {Retail Banking Abroad, Global Wholesale

Banking and Asset Management and ;Ph‘vate Banking) .

boosting revenue mare than the rise in épending. All the
business. areas. improved their efficiency. ratio, especially
Retail Banking in Spain which for the first time ‘dropped
below 50% and Global .Wholesale | Bankmg which
improved to below 40%.

] 2000

I Var. 2001/2000 | - 1999
Euro MM. Amount (%) Euro MM.
44510 .. ..807.3. ..18.14. 3,775.8..
2,845.4 2973 1045 L 2,067.4
5060 ... 40.4.. 799 32556
2876 596 2071 12298
.305.2.. 348 . 1142 .. - 203.1.
509.6 511 1004 393.1
.92.2. 17.3.. 1876 74.6
189.0 14.7 7.76 - 150.7
955.8. . 793 ... 830 690.5 .
7,296.4 11045 15.14 - 5,843.2

The Group's efficiency ratio improved 213 basis points in
2001 to 53.98%, despite the incorporation of new entities
with larger efficiency ratios than that: of the Group as a
whole (towards which they will converge progressively).

Despite this favorable performance, the Group still hes a lot
of leeway in terms of cost reduction, ‘such as the full
integration .of . networks in .Spain, downsizing of central
office structures and improving the operational efﬁaency of

future quarterly results.
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Depreciation

Depreciation rose 9.7% to EUR 987.3 million. The increase
was wholly due to the incorporation’ of new entities (on a
like-for-like basis the rise was only 1.4%).

Net operating income

Net operating income amounted to EUR 5,944.5 million
{Pta.. 989,074. million),..26.8% _more .than .in..2000.
Measured against average total assets, :net operating
. income.increased to 1.51% .in 2000 and 1.68% in 2001
from 1.25% prior to the merger. The continued rise in the
return.on_assets. over_the last three. years. reflects the
capacity of Santander Central Hispano to . efficiently
manage revenue and spending. :

Income from equity-accounted holdings

Income from equity-accounted ‘holdings, . inciuding
dividends paid, amounted to EUR 945.5 million (Pta.
157,326 million), 9.7% lower than in 2000 due in part to
the EUR 51.8 million of non-recurrent income obtained
that year from the sale of real estate at Agapsa; a Banesto

subsidiary... Highlights_inciude .the: higher _contribution of ..

Royal Bank of Scotland, (because of the increase in its size
after the.incorporation of. NatWest.and, because.its. final
earnings in 2001 were well above those reflected during

the course of that year) and.of: the companies. in_the. .

Industrial Group in Spain (Cepsa, Dragados, Vallehermoso).
On the other.hand, the contribution:of other. European
banks in which the Group has stakes was lower.due to the

Net operating income

5,944
Euro MM.

impact of the economic environment on their ‘earnings.
Other entities, with strong potential growth, :made a

_negative contribution as they have not .yet :reached

maturity. - C
Earnings from Group transactions’

Most of the EUR .1,169.4 million of earnings in 2001 came
from the capital gains generated. by the sale of a 1.0%
stake in Royal Bank of Scotland,.3.3%.of Metlife and of
the Chilean insurance companies Vida Santander and

Reaseguros de Vida.Soince-Re. These capital gains have

contributed to the creation of extraordinary provisions.

Net provisions for loan-losses and country risk

Loan-loss provisions amounted to EUR 2,141 .0 million (Pta.

356,230 million), including EUR 312:9 million arising from
the Bank of Spain’s regulation regarding provisions for
statistical loan-loss coverage which was not in force in the
first half of 2000. Country-risk allowance ireleases
amounted to EUR 61.4 million (EUR 93.0 million in 2000).
Loan-loss recoveries amounted to EUR 493.6 million, a rise
of 30.6% over 2000. '

Total net loan-loss provisions were :EUR 1,586.0 million,
51.3% more than_in 2000 and reflected the major.
provisioning effort made in all areas. The: impact of the |
allowance for statistical loan-loss coverage on Retail Banking
and Banesto and the continued conservative policy in Latin
America were particularly significant..

Net operating income

1998

% ATA
4,689 4+26:8% © 11,68
151 0 417 b.p.
1.25
1998 1999 2000 2001

2000 2001
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Net loan-loss and country risk provisions o L
| Var. 2001/2000

2001 | 2000 ‘ 1999

: e Pt MM, .. Euro. MM. Euro MM. Amount (%) - Euro MM.

Non - performing loans 356230 . 21410 1,519.4 6216 4091 01,3757

_ Country.- risk : T(02100 . | 614 (93.0) 316 (34.03) (179)
Recovery of written - off assets L (82,129) (493.6) 378.1) (115.6) 3056 (369.7)

.Net provisions . C 263.891_ . .| 1,586.0 1.048.3 537.7 5129 - 988.1

| Goodwill .

million) to amortization of goodwill, up. from EUR 598.5
..million.in 2000. The rise was due to an increase.in existing
stakes, the acquisition of banks in: Europe :and Latin
.America.and, mainly, to the early amortization of ‘goodwill
at Banespa, amounting to EUR 1,229.2 mﬂhon (Pta.
204,515 million). ;

The. Group's palicy over the past few years has been to
assign capital gains to extraordinary proviéioné and,
particularly, to.the early amortization of. goodwill. In future,
Santanger Central Hispano will continue to optimize capital
gains on the basis of economic criteria, which should not be

prevailing accounting criteria continue  to | require

formulas which enable it to fulfill its:commitments relating
], ..to. .accelerated .goodwill .amortization without | necessarlly
| resorting to the realization of capital gams

b

In any case, it should be ponnted out! that the amomzatlon

generate revenues and cash flow, although it does impact
accounting income which can become distorted: when
compared to that of other entities.. According to the
prevailing accounting rules, Santander :Centrél Hispano,
like other European banks, is penalized vis-a-vis US banks
which are no longer obliged to amomze the goodW|I| of
their acquisitions.

..Special reserve and other.income

some positive (chiefly the capital gains:from Vodafone), as

| strengthen the balance sheet. In addition, EUR 1,287 million
was set aside, as already mentioned in other parts of.this

. The Group. charged .EUR 1,873.0..million’ (Pta...311,633.

.affected by _purely accounting _considérationg.. As long as .

_.amortization.of goodwill, the Group will analyze alternative....

..of .goodwill does not affect the Group’s.actual capauty.to ..

.. Other income includes a. series of heterogeneous results, ...

|..well . as the different charges. made..to. continue 10 ...

.. report, as a reserve for. Argentina which. covers the entire ..

investment in Banco Rio (book value and goodwill). -

Net attributable income

Income before taxes was 12.3% higher at EUR 4',237‘.3 million
{Pta. 705,028 million). The increase of EUR 463.3 million came. ..

mainly from net operating income and income from equity-
accounted holdings, which rose by EUR 1 ,023.5 million.. This
was because in 2001, as in 2000, the Group maintained avery
conservative provisioning policy. Net consolidated income
(after tax) was EUR 3,326.9 million and ROA was 094%
(0.99% in 2000).

Out of consolidated net income,.10.2% related to minority

shareholders’ interests (mainly at Latin American entities) and. .

15.0% to preference shares. Net attributable income (after

. deducting the previous items) was EUR 2,486.3 million (Pta.

413,686 million), 10.1% more than in 2000.

ROE was 17 56% down from 20 86% in 2000 (excludmg
voluntary anticipated reserves in. both cases)....

Net attributable income
. Euro MM.

2,258

1,575

1,250

1998 1989

2001

2000
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Balance sheet .

2001 ‘ 2000 ' Var. 2001/2000 . 1999
Pta. MM.  Euro MM. Euro MM. Amount | (%) - . Euro MM.
Assets S [ ) R ; .
Cash and central banks 1,627,621 9,782.2 8,371.7 1,410.5 16.85 i 65,2269
Government debt securities 4,108,884 |.24,694.9 22,7549 1,940.0 | 853 o 297176
... Due from banks 7,152,816...1 .42,989.3 36,764.1 ... 6,225.2 16.93.....,..1...30,226.3
Loans ¢ . 128,921,555 173,822.0 169,384.2 4,437.8 ‘262 ; 127,472.1
..Investment securities. ... .. i ...9,050,631. 58,001.5.0.. 61,886.3 e (3,884.8) 1 (6.28). :36,037.7
Fixed income . 7,038,859 .| 42,3044 46,561.7 (4,257.3) . (9.14) :25,613.8
EQUItY. oo . .2,611,772...]..15,697.1 15,324.6...............372.5...:2.43 -..10,423.9
Shares and other securities s ],299,127 7.807.9 6,448.9 1,359.0 21.07 P : 5,526.2
_Equity stakes. .. 1,108,431 0] 66618 . .....7719.7 (1,057.9)..413.70) © . 4,036.7 .
Equity stakes in Group companies ;| 204,214 1,227.4 1,156.0 71.4 618 ¢ 861.0
Tangible.and intangible assets ... .. ... 1,202,590....).... 7,227.7 | ..o 7.386.2..... ..(158.5)....2.15) ...6,302.8...
Treasury stock . 3,557 21.4 56.1 (34.7) (61.87) | : i35.7
Goodwill . ‘ 21,642,013 | 98687 11,632.8 (1,764.1) i(15.16) . . .:1.2,542.6
Other assets . - ‘ 5,025,308 30,202.7 29,704.4 4983 . 158 117,040.2.
Prior years' results from : IR : . . B (R DI R
consolidated companies ' : 254,093 1,527.1 987.4 539.8 | 54.67 ' .. 836.7
Total assets . . : ) 59,58§,068 358,137.5 348,928.0 9,209.5 : 264 ' 256,438.5
Liabilities S C
.Due to banks - : 8,973,162.... .53,929.8 68,011.0.. ... (14,081.2) .(20‘70). : . .163,252.2 .
Customer deposits v 30,203,600 | 181,527.3 169,554.5 11,9728 7.06 ' 121,573.1
Deposits. ... ... .. . . .23782515 |142,9358.} 1455514 ... (2,6156) | .(1.80). . .. 104,756.2
REPOs . 6,421,085 | 385915 24,003.1 14,5884 6078 . = 16817.0
Debt securities . 08,923,171 41,609A,1 . . 34,165.9. . 7.443.2.. 2179 24,084.8
Subordinated debt : 2,162,351 1‘2,9960 10,729.9 2,266.0 2112 : 8,098.7
...Pension and other allowances.... . 2,836,800 17,0495 |.........15,579.5 . 1,470.....944 . | . - 43702
Minority interests : 1,236,802 7,4333 8;331.7 (898.4) (19.78) : o 6,340.1
Net consolidated income . 553551, | 33269 3,059.1 2678 . 875 - 21720
Capital : 387,626 2,3297 2,2801 49.6 1217, . 1,8339
Reserves 2,860,243 17.1904 15,544 .3 1,646.1 | 1059 . | 6,358.4
Other liabilities s 3,451,762 20,745.5 21,6719 (926.4) | (4.27) 18,355.0
Total liabilities . i 159,589,068 358,137.5 | . 348,928.0 . 9,209.5 264 : :.256,438.5
Other managed funds - : R :
(off - balance sheet) . 15,847,687 95,246.5 88,648.2 6,5984 ' -7.44 78,475.7
. Total managed funds . o0 ......75,436,755 . 1453,384.0. ...437,576.1 15,807.9 . :3.61. .334,914.1
Contingent liabilities 5,038,655 30,282.9 26,192.0 4,091.0 . 15.62 20,895.4
Guarantees. ... |.i.4,342,885 | 26,1013 22,155.7. 3,9456../'17.81 .. ... 17,6182
Documentary credits 695,770 4,181.7 4,036.3 145.3 3.60 i ©3,277.2

Financial report {(consolidated group) Santander Central Hispano 51




Consolidated Group balance sheet : .

Total funds managed by the Group stood at EUR 453,384
million (Pta. 75.4 trillion), 3.6% more;than in:2000. On-
_balance sheet items (EUR 358,158 million) accounted for,
79% of the total and the rest were mutual and pen5|on
funds and managed portfolios. .

In order to correctly mterpret the pen‘ormance of the

..balance sheet and the rest.of funds managed by the Group,
one should take into account the depreqatlon of most

._currencies against the US$, which_is_partly. offset by the

dollar’s slide against the Euro.

account).

Structure of assets (%)

:Due from banks +
Portfolio.; .. ..

37.8

48.6

13.6 ﬁ

Other assets

The combined effect over Group balances is a negative 1%
.{+4%_if . only. the. non-resident balances are.. taken into

The expansion of the Group had no effection balahces as

the last entities incorporated .to the Group (Banespa and
Banco Caracas) were included in December 2000.

As regards the structure of the balance sheet, thére were no
significant changes in 2001, with loans: continuing .to

.account for.49% of total assets. The decline.in:the «other.

assets» item is mainly due to goodwill.

In liabilities, customer funds (excluding: REPOs) account for
55.2% of the total. The balances with the Bank of Spain and

with credit entities plus REPOs reduced their relative share by

..0.6 percentage points, bringing the total reduction to mare

than 5 percentage points in 2000 and 2001, a large part of

_..which was absorbed by. the greater relative share of equity

and provisions.

Structure of liabilities (%)

De to banks} REPQs

55.2 . s
¢ Customer funds

190 Other liabilities

154

1999

2000 2001

1999

2000

2001
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The exchange rates against the Euro relating to the main
currencies affecting the Group's financial statements
appear befow. The end of year rates are:used to prepare the

Exchange rates: currency/euro parity

us$

Sterling
Argentine peso
Bolivian peso
Brazilian real

. Colombian peso

Chilean peso
New Mexican peso..

balance sheet, funds under management and contingent
liabilities. The average exchange rates are used to prepare
the income statement. ‘

2001 5 L 2000

Paraguayan guarani

. New Peruvian so!

Uruguayan peso >
Venezuelan bolivar

Lending

..Net Group loans amounted to EUR 179,109 millidn (Pta. 29.8

trillion), 2.6% more.than in 2000,

Loans to other resident sectors rose 3.7% to EUR 84,722

_million (Pta. .14.1. trillion). Excluding the: effect. of

Year-end.. .. Average .. Year-end.... .. Average..
0.8813 0.8946 0.9305 . 09214
.0.6085 0.6216 06241, . .. 06092
0.8813 0.8946 10.9305 0.9214
...... ..6.0008 ..5.9006. ... ... /59053 5.6852'
2.0451 2.1021 1.8145 1.6857
2,020.3755 .. 2,057.4787 _ 2,075.6478  1,923.9986
574.9602 568.2930 531.5201 496.9299
8.0507.... 8.3573 ... 8.0212 - 87156
4,084.8005  3,638.5624  3;291.5277 = 13,227.4197
..3.0373 3.1462 13.2795 ©3.2039
12.2941 11.9022 11.6109 ©11.1505
674.1980 644.6314 626.4527

650.3264

securitization (EUR 1,181 million), thejincreasevwas 5.2%.

Secured loans rose . 19.4%. for the whole iyear (23.0%

_excluding the effect of securitization) with increases in_all

areas. Commercial bills, affected by securitization,
declined, while consumer loans.grew more moderately
due to the reduced demand for this type of financing by

..-households (around 2% growth year-on-year). .

Gross loans

Secured loans. Private sector

Euro. billion . " .Euro billion.
: 179.1 :
. 33.0
174f6 +2,6% :
; 277
+19.4%
19.9
1998 2000 200

....2000 2001 .

|
l
|
|
|
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Loans -
© 1999

. , 2001 { 2000 l Var. 2001/2000 ‘
. Pta.MM. = EuroMM. | = Euro MM. Amount (%) . Euro MM,
Public sector 1707086 [. 42497 4,148.9 1008 243 4,099.6
Private sector : 14,096,505 84,7217 81,677.6 3,044.1 373 71,4434
Secured loans . 5495447 | 33,0283 27,6527 53756 . 19.44 23,8997
Other loans .| 8601,058 | 51,6934 54,0249 23315 (432 147,543.7
_Non - resident sector © 14,997,699 ] 90,138.0 88,730.0 -1,4080 159 . .55,394.2 .
Secured loans 4043381 | 243012 22,898.5 14027 613 114,508.5
.. Other loans ...10,954,318...|. 65836.8|. . 658315 . .53 001 . . 408857
Gross loans 129,801,290 | 179,109.4 174,556.4 45530 261 . 130,937.2
. Less; aliowance for joan losses .. - 879,735 ..5,287.3 5,172.2 L1151 2.'23: i 1.3,465.1
Net loans 128,921,555 | 173,822.0 169,384.2 44378  2.62  127,8121
... Note: Dobtful loans ... .. . 647,982 ). 38945| . . 45179 . (623.5) .(13.80) . .. 2,999.6
Public sector m .45 37 07 1989 | 87
. Private sector 154,908 . |...931.00 . .. 855.5 . 755 ..882 . . . 8500
Non - resident sectar 492,333 2,959.0 3,658.7 (699.7) (19.12) 2,1409

Loans to the non-resident sector increased 1:.6%, as a result
of the strategy of reducing growth in some countries and
the negative impact of exchange rates. The public
administrations balance also rose moderately (+2‘4%).

Besides loans, the Group has assumed: other risks
commitments and contingencies, contracted. By the
.Group .in .the. normal course of its. operations...The

nominal value, the equivalent loan amount and the risk-

regulations for the BIS capital adequacy ra‘uo) for these

(guarantees, documentary credits), as well. as different .

weighted . figure {(calculated .in atcordance with_the .

Regarding risk control, the Santander Central Hispano

Group closely monitors the main Spanish and.international
economic indicators in order to adjust: its policies and risk
management tools ahead of time and'in accordance with
the latest economic perfarmance in the different géographic
areas where it operates. The objective is always to:maintain

...a.medium-low risk profile.

It _also.continues. to strengthen and ;imprVe its ;. risk .

management model, anticipating future changes :in’ the

regulatary framewaork derived from the current review of the. .

Basle Capital Agreement.

risks, are provided below.

‘Memorandum accounts

:Euro MM. A 2001 : .2000
- Balance Balance
g(nominali Risk . (nominal Risk
:value) Assets weighted value) Aésets . weighted
Contingent liabilities: ' I s
Rediscounts, endorsements and acceptances 93.5 93.5 54.1 323 31.6 6.0
Assets assigned to sundry obligations 258.1 258.1 258.1 2114 2114 211.4
Guarantees and other sureties {26,101.3 {115,599.8 .113,655.0 ..22,208.1 13,1616 112,460.2
Other contingent liabilities 4,900.2 25120 1,4540 4,769.3 2,547.7 1,640.3
Subtotal. 31,353.1 | | 18,463.4. 15,4212 L272211 15,952.4 .14,317.9.
Commitments: Co o :
. .REPOs under. agrement to.repurchase . 182 9.1 9.1 3,050.0 . 15250 - 1113
Balances drawable by third parties:' L : :
For credit entities . 1,596.1 1 .375.0. 86.8. 3,4236.. 1,164.5 L2346
For Public Administrations 2,7088 || 1,0143 1456 29725 9124 1825
For other sectors 145316.0 ]]10,434.3] 9,320.5). ... ..47,921.6. .....10,6889 ... & 9,630.4.
Other commitments 4,614.0 89.2 684 5,012.9 5,012.9 1,085.9
Subtotal 54,253.0 | | 11,921.9 9,639.4 62,380.7 19,303.7 11,254.7
Total 85,606.1 | ;30,385.3 25,060.6 89,601.8 35,256.1 25,572.6
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The.Group’s. NPL ratio was.1.86%.at the end of 2001, 40

basis points less than in 2000.

The NPL ratio in Spain was 0.88%, still below 1.0%, as was
_the case in.2000 and.1999. The consolidation.of the unified........

risk management model in retail bankihg is reinforcing the
_level.of quality in risk. management

In Latin America, the NPL ratio was 3:32%, 120 basis points
less than in 2000. The Group continuesto maintain a highly

.selective loan concession policy in Latin America, with very. .

reduced lending growth in the region. In the new entities,

new procedures and an organizational structure have been. ...

established which enable credit risk to be managed in such
a way that quality levels are comparable to the rest of the

_..Group. Bank of Spain criteria; regarding’ doubtful debt..

classification have been extended to all the banks and the

level of provisions respond to.a conservative coverage policy. .

NPL coverage has also improved. Coverage for the Group,
including statistical allowances, was 143.3% at.the end of
..2001,.20.3 .percentage points higher. than:in.2000.. There

Risk management * . . . L
. 2001 ' 2000 ' Var. 2001/2000 1999
. ‘Pta. MM. __ Euro MM. Euro MM. .. Amount . (%) | _ Euro MM.
Non - performing loans 648,159 3,895.5 4,527.5 (631.9) :(13.96) - 2,997.8
NPL ratio (%) i fe1sel 2.26 ©0.40) . . . 197
Allowances for loan losses 928,936 : 5.583.0 5,570.4 12.7 . 023 : 3,622.6
NPL coverage (%) -143.32 123.04 . . 20.28 120.84
Non - performing loans ** 580,661 3,489.8 4,135.0 (645.2) (15.60) 2.593.3
NPL ratio (%).** : 1:67. .2.06 (039).. .0 ... L1710
NPL coverage ** f 159.98 13471 2527 139.69
*) Exctudlng country - risk
.{**}. Excluding NPLs backed.by residential mortgages
Note: NPL ratio: Non - performing loans / computable risk
Non-performing loans evolution . » :
- 2001 ‘ 2000 ‘ 1999
e . Pta. MM.  Euro MM. Euro MM. Euro MM.
Balance at begining of period 753,305 45275 2,997.8 25159
+ Net additions ..239,407 1,438.9 3,100.8 . 1,761.0
- Write-offs (344,553) (2,070.8) (1,571.2) (1,279.1)
Balance at period end 548,159 3,895.5 ). 4,522.5 .. ' 2,997.8

.was. an. improvement _in_both Spain,. where .coverage

reached 205.9% after rising 14.1 percentage points, as well

...as in Latin America, where it stood:at. 128.6% (+18.9 p.p.)..

Regarding . country-risk,. the Group. continued. its_selective

policy, only taking part in operations that create shareholder
value..and which best satisfy the international financing |
needs of its clients. The monitoring of countries with special

~_problems was tightened, adjusting the country- -risk limits to

particular circumstances. The Group continued to reduce its

.exposure to_country risk in 2001. According to’ Bank of

Spain criteria, country-risk stood at US$787.1 million at the
end of 2001 (net of allowances), 31.1% less than in 2000.

The Group continued to strengthen its risk ‘management
tools.and models as it believes that they are a competitive
asset of strategic significance. During 2001, :the -Group
made. progress in.applying the interial management models
{which identify the level of expected losses, the economic
capital required and the risk adjusted return of each activity)
to manage provisioning levels.
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NPL ratio NPL coverage
% %
2.41 | 14332
137.09
213 ; 123.04 +20.28 p.p.
; " 112.99 .
‘ 40b.p. 186
I
| ..Jun..2000 Dec. 2000 . Jun, 2001 . ..+ Dec. 2001 . Jun. 2000 .Dec. 2000 .Jun. 2001 ... ...Dec. 2001
Country - risk Lo .
. 2001 ' 2000 1 Var. 2001/2000 l o, 1999 |
¢ Euro MM. Uss MM. Uss MM. Amount (%) Uss MM,
Risk (gross) 1,216.3 1,071.9 1,481.4 (409.5) (27.64) 1,819.6
g Allowances 3232 284.8 3384 (53.6) (15.84) 492.3
Risk (net) . 893.1 787.1 1,143.0 (355.9) (31.14) 1,327.3
Foreclosed assets The net amount (EUR 435.4 million) was almost 44% lower
e . e L ..than at the time of the merger, despite the.incorporation of .
’ Net foreclosed assets were reduced by EUR 129.0 million in new entities to the Group. : :
|..2001 to EUR 998.9 million, with a coverage ratio of 56.4%. .
Foreclosed assets B . O D
| 2001 ’ 2000 l © . 1999
Do o Pta.MM. . Euro MM. .. EuroMM. [ | Euro MM.
\ Balance at beginning of period 187,661 1,127.9 978.5 1,260.5
|+ Foreclosures 56,300 3384 638.7 . 3151
| Sales (book value) 77,762 467.4 489.4 . 597.1
‘ Gross foreclosed assets 166,199 998.9 1,127.9 978.5
Allowance established 93,751 563.5 6239 404.5
Coverage (%) * . 56.41 55.32 41.34
| Net foreclosed assets 72,448 435.4 504.0 574.0

i .(*) Allowance established / Gross foreclosed assets

the balance of short-term issue$ hardly changed. EUR 1,181 i
million of loans were securitized during the year.

Customer funds

Total customer funds rose 9,3% to EUR 331,379 million (Pta.
55.1 trillion).

In the resident sector, there was strong: growth in public
sector balances from repos, . due.to the change in the
accounting regulations of Spanish Treasury operations
(previously . under . «financial. intermediaries»). In" other |
resident sectors, saving accounts grew 12.7% (a faster rate
of growth than that of the banking sector:as a whole),
lifting market share by 26 basis points.

Total on-balance sheet funds were 10.1% higher (EUR 21,682
miltion or Pta. 3.6 trillion)..This growth came both from sight
deposits and the placement of debt issues and commercial
paper (which grew over 20%). Senior long-term debt issues
made during 2001 amounted to EUR 3,152.0 million while
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Customer funds

2001

Var. 2001/2000

The performance of mutual funds was positive'both in Spain

and. abroad. In_Spain, the movements were. limited..to. a....

great extent by market conditions, affected by the sharp fall
in the settlement values of some types of funds and by the
withdrawals by some fund holders. Hoyvéver, Santander
Central Hispano's performance has been much better than
the sectors, rising 0.5% compared: to the market’s 3%
decline. Therefore,. Santander Central Hispano consolidated
its leadership position, increasing its market share to more
than 26%.

In mutual funds in Spain, the volume of assets in capital

_market funds (FIMs) declined, due to the fall in values and a
shift into more liquid, lower risk products. As a result the
.balance of money market funds (FIAMMs) increased.35.0%
after falling sharply in 1999 and 2000. Real estate funds
continued to be attractive, growing.27.7%.

Pension funds increased 14.9% to EUR 18,842 million (Pta. 3.1
trillion), of which 67% corresponded t0 fvurid management

1999

I 2000
N . Pta. MM. . Euro MM. ’ Euro MM. I Amount (%) - Euro MM. .
Public sector . 2,407,082 14,466.9 2,358.6 12,1082 51336 2,151.5
. Private sector 11,961,712 71,891.3 68,458.5 . 34328 501 '62,458.6
Demand deposits 3,536,063 21,252.2 20,236.2 1,016.0 5.02 19,127.0
Saving accounts . 2,574,391 | 154724 13,734.3 1,738.1  12.65 113,008.3
Time deposits. .. ..3,187,269 19,155.9 20,933.3..... (1,777.5).....(8.49)... 19,206.2
REPOs 2,650,248 15,928.3 13,407.8 2,5205 1880 | :  :10,971.4
_.Other.accounts 13,741 82.6 e 146.9 L(64.3)..:(43.77)... i 145.8
Non - resident sector 15,834,806 95,169.1 98,737.3 (3,568.2) | (3.61) 56,963.1
..... Deposits......... 14,126,401 | 84,901.4 ..88,305.3 (3,403.9). © (3.85) .51,267.1
REPOs .. 1,708,405 10,267.7 10,432.0 (164.3) ~ (1.58) 5,695.9
_ Total customer deposits . . 30,203,600 . |181,527.3 169,554.5 .11,972.8 . .07.06 .. .. 121,573.1 .
Debt securities 6,923,171 41,609.1 34,165.9 7,4432 2179 | | 24,0848
_Subordinated debt .. 2162351 | 12,996.0 | 10,7299 .o 2,266.0.0 210200 8,098.7
Total customer funds on balance sheet 39,289,122 236,132.4 214,450.3 21,682.1 © 10,11 : 153,756.6
TYotal managed funds : ’ o P _

{off - balance sheet) 115,847,687 95,246.5 88,648.2 65984  7.44 78,475.7
Mutual funds ’11,403,272 .| 68,535.0 65,011.9 3,523.1 . 542 ..59,8403
Spain ¢ 8,234,037 49,487.6 49,2416 246.0 | 050 - i51,365.7
Abroad | 3,169,235 | .19,047.5 15,7704 3,277.1. . 2078 8,474.7
Pension funds 3,135,027 18,841.9 16,397.3 24446 1491 113,071.6
Spain ©1.905,764 .| ' 5,443.8 49403 503.4.. 1019 1 .4,537.2

Individuals 781,679 .4,698.0 4,222.7 4753 . 1126 ... .. 39716
Abroad . 2,229,263 13,398.1 11,457.0 1,941.2 1694 . 85344
Managed portfolios ... ... ~.1,309,388 .7,869.6 7.238.9.. 630.7. 871 ..1..5,563.7.
Spain | 404,647 2,432.0 2,282.7 189.3 8.44 £ 2,922.8
Abroad... . 904,741...|: .5,437.6 ..4,996.2 L4414 883 26410,
Total customer funds 155,136,809 |331,378.9 303,098.5 28,2804 . 933 232,232.3

companies in Latin America, a8 market where the Group is

developing .an_expansion strategy . both  through..natural..| -
business growth as well as acquisitions. The Group already has
a significant presence in Argentina, Chile, Colombia, Mexico,

Customer funds on balance sheet

Euro billion
:236.1.
2145
T 4104 %
132.3 |
1998 2000 ; L2001
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. Mutual funds

Var. 2001/2000 " 1999

|
|
: 2001 ‘ 2000 ‘ : |
- . . . Pta. MM. Eurc MM. Euro MM.. Amount (%): ;um MM. {
Spain » 8,234,037 49,487.6 49,241.6 246.0 0.50 51,365.7 !
. FIAMM Money Market & Treasury Funds. .. . 1,779,285 . {10,6937.| .. . .7.922.0 27717 3499 96912 |
FIM Fixed Income Funds © 2,395,355 © |14,396.4 14,188.8 20725 146 . 87057 |
FIM Equity Funds 1,192,022 7.164.2 9,107.5. (19433) (21.34) | 6,188.3 ]
_FIM Mixed Funds 411,995 . | 2,476.1 .3,465.9. (989.8) (28.56) = .12,2406. |
Guaranteed Funds , 2,266,408 13,621.4 13,668.0 {46.6) (0.34) 13,9138 :
...Real Estate Funds - 188,972_ A 11357 L ..889.3 .. 2464 . 2771, 628t
Abroad 3169235 (19,0475 15,7704 32771 2078 | 84747 |
. Total. 11,403,272 - |68,535.0 65,0119 35231...542. .. 598403 |
_Peru and Uruguay. The Group's activity in Spain contifues to... . . increased 11.3% in 2001 and holds the largest: market share i‘
be focused largely on individual pension funds, :which (close to 20%), according to the latest figures. |
Pension funds :
: : 2001 ’ 2000 ’ Var. 2001/2000 1999
Pta. MM. ' Euro MM. Euro MM. Amount (%) - Euro MM.
Spain 905,764 5,443.8 4,940.3 503.4 10.19 © 4,537.2
Individuals | 781,679 4,698.0 42227 4753 11.26 39716
Coltective plans . 36,302 2182 239.1. (209 (8.7%) 458.9
Group employee plans 87,783 527.6 478.5 490 1025 106.7
Abroad . 2,229,263 13,398.1 . 11,457.0 1,941.2 1694 . 85344
Total .. ..3,135,027 18,841.9 16,397.3 . 2,444.6 .. 14.91 13,071.6
Goodwill . . entities. acquired, applying the Group's;strict criteria. In i
|

addition, part of the increase was due to the application of

_Goodwill pending amortization stood a‘t.EU:R 9,869 million ..

at the end of 2001. The Group's policy of accelerated

...amortization. produced. a.net. decline: of EUR 1,764 million

(Pta. 293,519 million).

Out of this total, EUR 1,229 million correspond to the early

amortization of Banespa, lowering :the .amount  pending
amortization for this Bank at the end of 2001 to EUR 2,360
million (US$2,000 million). SRR

These goodwill figures were established after carrying out
the procedures necessary to verify the asset quality-of the

.Consolidated goodwill

.Bank_of.Spain criteria, whereby.the shares.received in the
Portugal and Royal Bank of Scotland operations: and the
_purchase.of the.minority. shares of Banco Rio de la Plata
were recorded at the shares’ market value The difference

..between_this_value.and .the .issue price . of ;Santander
Central Hispano shares, amounting to EUR 3,738 million
(Pta. .622,018. million) was credited to a «voluntary
anticipated reserves» account which forms ‘part of
shareholders’ equity, which following the amortization of
goodwill undertaken stood at EUR 3,408 ‘million (Pta.
567,062 million). . . L

|
|
|

l 2001 l 2000 Var. 2001/2000 t © 1999

e . Pta. MM. ... Euro MM. .Euro MM. . 'Euro MM. Euro MM.

Banesto 76,717 461.1 512.7 (51 .6) 5221

l _.Industrial_Group. . 56,354 .1..338.7 23511 (12.4) 2023

! Banks in Europe 404,859. 2,433.3 2,954.8 (521.6) 761.8

: .Latin.America. .. . 989,538 5.947.2 .7,114.4 (1,167.2) 11,0156
Other 114,545 688.4 699.7 (11.3) 408
.TJotal .1,642013 . 198687 . .. .116328. . (1.76471) 2,542.6 !
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Capital accounts and Sharehoidérs" equity

The Group’s main capital management objective is to
maintain an adequate level of solvency and .a:sufficiently
high capital surplus to be able to'accommodate the growth
of the balance sheet and allow the realization of new
projects, while aiming to optimize the cost of capital. With
this in_mind, Santander. Central. Hispano. is:continuously
adapting the structure of its capital through the use of the

..most.appropriate. financial instruments.

The.Group made two capital increasesv,'during 2001:
* Issue on February 28 of 1,300,000 new ordinary shares

Shareholder’s equity and capital ratios (*)

: 2001
: Pta. MM.  Euro MM.
Subscribed capital stock ‘ : 387,626 2,329.7
Paid - in surplus - i 11,439,406 8,651.0
Reserves . ' 909,533 5,466.4
Reserves at consolidated companies (net) 257,211 1,545.9
Total primary capital o 2,993,776 17,993.0
Net attributable income : 1 413,686 2,486.3
Treasury stock . 355D (21.4)
Distributed interim dividend . ... . . (114,038) (685.4)
Shareholders' equity at period end | : 3,289,867 19,772.5
Interim dividend pending distribution. ... . (58,242) ... (350.0)
Final dividend ©i 1 (48,923) (294.0)
.. Shareholders’ equity after SR U W e
allocation of period end results : 3,182,702 19,128.4
Preferred shares . .. ... .. 11,144,569 . | 68790
Minority interests : : 232,098 1,394.9
Shareholders' equity & R -
minority interests 4,559,369 27,402.4
. Basic capital (Tier I) . ‘ | 2,871,477 17,2579
Supplementary Capital : . 1,468,209 8,824.1
Eligible capital ‘ 4,339,686 . |.26,082.0
Risk weighted assets (BIS criteria) 34,016,877 1204,4455
BIS ratio ' 12.76
Tier | SR 8.44
Excess amount 1,618,336 9,726.4

(0.03% of the Bank’s capital) of EUR 0.50 nominal value
each and an issue premium of EUR 1.79 per share, under
the framework of an incentives plan for young executives.
lssue of 97,826,086 new ordinary 'shares. (2.14% of the
Bank's capital) of EUR 0.50 nominal: value ‘each and an
issue premium of EUR 8.70 per. share. The issue
amounting to EUR 900 million was:made in December by

.means .of an accelerated placement. . lts purpose was.to

apply the funds to the early amortization of five issues of
preferred shares. yielding. dividends. ‘well above current
market rates (between 8.125% and 10:500%). The

.amortization. will_be. made _in.the.first _months of 2002,

once all the necessary requirements have been met.

L 2000 .. ‘ Var. 2001/2000 . : ..1999.
Euro MM. Amount (%) | : Euro MM.
2,280.1 496 217 11,8339
8,078.2 . 5728 709 i . 32200
5,437.1 . 293 054 .. . 15926
1,041.6 5043 4841 709.0
16,837.0 1,155.9. | 6.87 . : 7,355.5
12,2581 2282 1010 @ . : . 1,575.1
(56.1) 347 (61.87) (357
(597.0)........ (88.3)...1480. . : . . (403:5)
18,4421 1,3304 . 721 8,491.5
R (301.5) ... ... {48.6).  .16.11 SOV
(342.7) 48.7 (14.20) (263.5)
17,797.9 1,330.5 | 7.48 8,026.2
6,644.2 2348 353 .. .1.53347. |
2,488.6 (1,003.6) (43.95) 11,6023
26,930.6 4717 175 114,963.2
15,207.1 2,050.8 1349 . 12,456.1
6,413.8 2,4103 3758 © 5,852.8
21,620.9 4,461.1 : 20.63 '18,308.9
199,062.7 53829 | 270 152,172.4
10.86 o190 LD 1208
7.64 080 @ : 8.19

5,695.9 4,030.5 70.76 .1, 86,1351

(*) At the close of 2001: pending amortization of EUR 900 ‘million in preferred shares, for which purpose the capita! increase’in December’was carried out.
i) B

Discounting this effect, BIS ratio would be 12.04% and Tier } 8.01%.
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This operation, once the preferred shares are redeemed, .

will not affect the BIS capital adequacy ratio, but it will
improve the composition. of basic capital’because the
relative share of preferred shares in’ basic capital declined,
at the time of the capital increase and taking into account
the aforementioned redemption, from 42 68% to 36 97%
(according to the BIS ratio) . ’

subordinated debt issue (with an early: redemptlon option

issues during the year.

to EUR 26,082 million (Pta. 4.3 trillion): The BIS ratio stood
at 12.76% (12.04% if the amortization of the preferred
shares had already been carried’ out which is 1.18
percentage points higher than at the end of 2000). The
higher ratio was largely due to the early amortization of
goodwill (directly affecting Tier 1) and't6 the proceeds

Rating agencies

In the second quarter, Fitch confirmed all its ‘ratihgs for

. Santander Central Hispano, after improving-the outlook for
long-term debt from «negative» to «stable»: The ¢hange

In addition, the Group made three issues of subordinated
. debt amounting to EUR.1,500 million,.and .a perpetual...

Eligible capital at the end of 2001:, in accordahce with
.Bank of International Settlements (BIS).criteria,.amounted.. .

. ,:from the subordinated debt issues (Tier 1I). The Tier 1 ratio

increased to 8.44% (8.01% after the amortization of the
preferred shares). These changes enabled the Group to
achleve its BIS ratio target level of 12% :

.. Eligible capital (BIS)

in. 2011) of £200.million, .without. havrng redeemed any ...

Euro billion

Supplementary caprtal

- 26.1
Basic capital. s

T

+20.6%

1998

1999 2000 .. . 2001

Moady's confirmed its ratings in June, upgrading the outlook

... for long-term_debt of Santander Central.Hispano, Banesto

was, due to..the .improved perception ‘of the purchase of .

Banespa, which in principle was viewed as having negative
implications for the Group,.and. of the development of its
retail banking businesses, together with the increase in the

..Qroup’s capital. ratios. The long-term debt buthok of BSN..

Banif was also changed from «negative» ito «stable». In
January 2002, Fitch improved the long-term rating of the
two subsidiary banks in Mexico and lowered the long-term
rating of Banco Santander Colombia. :

Ratings

Rating agency
Moody's
Standard & Poor's
Fitch

and HBF Banco Financiero from «negative» to «stable». This

decision recognizes the positive performance of most;of the .

Group’s areas and the potential cost savings from the recent

_decision to adopt a single brand. The rating of the financial

strength of Santander Mexicano and Serfin also improved
during 2001... ... '

Meanwhile, Standard and Poor’s improved the Iong-term debt
rating of Banco Santiago and financial strength rating of Serfin.

Financial
long term short term strength
Aa3 R 4 T 8
A+ Al
AA- ' Fl+ " B/IC

;o e
+13.5% l
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.The Santander Central Hisbano s:hére

_Financial markets were very volatile’ duri:ng 2001, Santander
Central Hispano’s market capitalization stood at EUR 43,844.6
million (Pta. 7.30 trilion) at the end of 2001, a decline of EUR
8,142.1 million (Pta. 1.35 trillion) over the previous year and an
increase of EUR 16,635.8 million (Pta. 276 trillion) since the

_merger was announced, maintaining the Group among the

largest banks in the world by capitalization.
Santander Central Hispano's closing share price at the

Stock market performance during 2001 »

SAN. .

end of 2001 was EUR 9.41 (Pta, 1,565.7), 17.46% lower
than the previous year, compared to‘a drop of 13.78%
in the Ibex Financiero, but better ‘than the  average
European performance (-20.25% for :the, Dow Jones
Euro Stoxx 50). Since.the merger: announcement
{January..15,.1999), the. SAN. share_has risen.28.55%,...
compared to an increase of 17.01% in the Financial lbex

...and 12.87%.in.the Dow. Jones Euro Stoxx.50. The lbex-35

declined 9.74%.

. Banking.. ... ’ ‘bests ( :Madrid stock

{Euro) sector index Index exchange index

..December-00 . SUVRURTRRU BN W O L I 11.40 .1,343.91.. . 9,109.80 S ie..880.71..
January-01 L 11.80 1,430.07 10,116.00 962.58
February-01 . ) ' RN E 1,358.94 9,551.40 907.44
March-01 - ' O 1035 1,288.02 9,308.30 888.41
 April-o1 . . 11.20 1,372.78 9,761.00 935.78 .
May-01 ;o ; 11.25 1,376.01 9,500.70 914.21
June-01 . 10.70 1,323.87 8,878.40 861.33
July-01 : ' 10.05 1,251.27 8,480.00 827.75
August-01.. . v . v 10.03 1,253.93. . 8,321.10 . 808.86
.September-01 .. ' 8.42 1,047.96 ... 7,314.00 L...721.94
October-01 8.55 1,103.31 7,774.30 763.80
. November-01. . 1952 1,20346.......8,364.70 824.49
December-01 9.41 1,204.86 8,397.60 824.40

In 2001, 5,347 million Santander. Central Hivspano shares

.were traded, 590 million more than in 2000, amounting to ...

EUR 53,361 million, the third la(gest' in terms of share
volume.on the Spanish continuous market, with an_average
of 21.4 million shares per daily trading session.

The volume of options traded on Santander Central Hispano
shares increased 52.8% in 2001, :continuing the upward
trend of 2000. The number of contracts traded reached 4.9

Average daily turnover (shares)

45,000,000 .
40,000,000

..35,000,000. ...

30,000,000
..25,000,000
20,000,000
...15,000,000.
10,000,000
. .5,000.000

million, 21.8% of the total. March, June ‘and: December
were particularly active months. :

.. The outstanding balance of stock lending rose by 526,035,175

shares. At the end of 2001 the balance was 535,987,776
shares (11.50% .of capital), up from 99,542,601 a:year earlier
(2.18% of the capital). , ’

The Santander Central Hispano share is currently listed on the
four Spanish stock exchanges through the continuous market,
Frankfurt, London, Paris, the Swiss stock exéhénges, Milan,
New York, Lisbon and Buenos Aires (during the first half of
2001 the share was de-listed from the Tokyo Stock Exchange). .
The following graph reflects the performance of the SAN share
compared to the Ibex-35. )

The share’s weighting. in the Dow Jones. Euro Stoxx.50, ..
regarded as one of the leading selective indicators for the
whole of Europe, was 2.41%..In the Spanish market, the .
weighting in the Ibex-35 was 15.06%.
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|- -per.share, charged to 2001. results, is EUR 0.2885 (Pta..48),......

Spain
— SAN Spain ... = IbEX-35
14 10,900
. : 10,200
12 . . .
Ik o ,A 9500
10 \ M‘ ‘
. . 8800
8,100
8
7,400
6
6,700
4 L 6,000
01/01/01 0103/ 01/09/01

01/06/01

Net attributable income per share increased 1.45% to'EUR
0.5447 (Pta. 90.63), compared to EUR 0.5369 (Pta. 89.33)in .

2000. The ratio between the share price.and net attributable

...income per share was 17.63 times at 2001 year-end.; ..

Subject to.approval at the Annual .Shareholderﬁ' Meeting, .

the direct return to shareholders in the form of dividend

distributed in four quarterly payments: three interim
dividends totaling (gross) EUR 0.2253 (Pta. 37.5)and a
fourth of EUR 0.0631 (Pta. 10.5). The total dividend
distributed per share was 5.5% higher than that charged
to 2000 results. S

Gross dividend per share

Euro Pesetas
First interim dividend.31.07.01 0.0751 . 125 .
Second interim dividend 31,10.01 0.0751 . 125
Third interim dividend 31.01.02. 0.0751 125
Fourth dividend 30.04.02 0.0631 10.5
Total .. ... 48.0

'0.2885

.0.0500.

C oo

Gross annual dividend per share
Euro

.0.3000

0.2500
0.2000...
0.1500

0.0000

1998

1999 2000 ..2001

During 2001, 73,366 new shareholders joined the Santander
Central Hispano Dividend Reinvestment.Plan, 26.:42% more
than.in 2000. At the end of 2001, 35:76% of the Bank's
shareholders participated in the Dividend Reinvestment Plan,
The option to reinvest dividends every quarter came into effect

during 2001 and was taken up by more than 6,000 shareholders.

The Santander Central Hispano ‘Shareholder Attention Line
answered 35,678 calls during 2001 and provided written

responses.to 5,581 shareholders.
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Accumulated return of the Santander Central
Hispano share '

The table below sets out the re’turn; on the- Santander

Central Hispano share over the last 10 years using-different
investment and divestment timeframes and comparing it to

..the Madrid General Index and the Ibex-35.

The table assumes annual reinvestment of dividends paid
..during the year at year end. closing price. Splits, returns of

nominal value and capital increases are also taken into
account, but no additional disbursements of cash made by

the shareholder other than those onithe:day when the

.. shares were bought.

Year of entry

1992

An investor who acquired Santander Central Hispano shares

at the end of 1991 would have obtained an accumulative
return of 618.04% at the end of 2001.:The: Santander
Central Hispano share is one of the banking stocks :that
most. increased. over the last.10.years: EUR 10 invested in
December 1991 was worth EUR 71.80 at the end of 2001.

Over this period, the Santander Central HiSpan’o share,
though affected. by prevailing economlc conditions, clearly ..
outperformed the market.

YEAR OF EXIT (accumulated lfeturn) %. ..

1993 1994 © 1995 1996 1997 1998 1999 = 2000 2001
1991 SAN ~ 12.38 7827 6226 10249 18364 429.93 51145 72168 74834 618.04
SMSI -1299 | 31.08 1574 - 2998 8062 15688 .252.42 30959 257.66 234.80
Ibex-35 -9.94 3887 ' 1861 3947 9801 17870 277.85 34718 24993 22258
1992 SAN ' 58.62 4438 .80.18 152.38 371.53 44407 631.13 654.86 538.92
SMS - 50.65 33.03 4939 107.59 19524 30504 37074 311.07 28478
lbex-35 54.20 . 3169 54.86 119.86 209.46 319.55 39653 28855 258.17

1993 SAN -8.98 . ..13.59. . 59.11 197.27..243.00_ 36093 375.89 302.79.
SMsl -11.70 -084 3780 9598 168.86 21247 172.86 15541
oo DEX-35 1459 ....043. 4259 100.69. .172.09..222.01 151.98 13228
1934 SAN 2479 7480 226.58 276.83 40638 42282 34251
.. SMSI +12.30.. 56.05 .121.94..204.48 25387 209.01 189.25
tbex-35 1759 6695 134.98 21858 277.03 119504 171.97

.. 1995 . LSAN... 40.07. _161.70...201.96 1305.78 31895 25460 .
SMSI 3896 9763 171.13 21511 117516 :157.57
. ... Ibex-35 41.87 .99.83..170.92 22063 1150.9% 13129
1996 SAN 86.83 11557 189.69 199.09 153.15
M ..4222 9511 12676 . 98.01 8535
lbex-35 40.75 90.83 12584 7673 62.91
1997 SAN 1538 | 55.05 | 60.09 = 35.50
SMS 3719 5945 3923 3033
Ibex-35 35.58 6045 = 2556 . 1574
1998 SAN 13438 | 3874 1743
M| 1622 149 -5.00
bex-35 . ..l 1835 | -7.39 -14.63
1999 SAN 325 -12.61
SMSH. ‘ -12.68 -18.26
lbex-35 2175 -27.86

2000. SAN -15.36.
SMS! -6.39

lbex-35 -7.82...
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Treasury stock as at 31.12.2001 stood at 012% of total
capital, down from 0.26% a year earlier, - . =

Monthly average of treasury stock (%)

, 2001 . . 2000
January © 0.366% . . 0.394%
. February. 0.336%. . 0413%
March . 0296% . 0.368%
. April........ .. 0.265%...... 0.552%
May 0.248% - 0.526%
_June . .0.332%... .. 0.510%
July 0.561% 0.579%
. August. ... 0.603% .. 0.379%
September 0.524% | = 0.372%
.October. . ..0421%. . . 0351%
November ' 0405% © : 0412%
December 0538% |

0.362%

Shareholder bands

1-200

201-1,000 .
1,001-3,000
3,00%-12,000
12,001-30,000
30,001-400,000
More than 400,000
Total .

No holding equals or exceeds 10%:of the Bank’s capital

stock. The largest holding among Spanish institutions is that
held by the Marcelino Botin Foundation, with 65,864,120

Capital stock was represented by 4,659,362,499 5hares.
Two capital increases took place during 2001. The first, in
February, involved 1.3 million shares which were assigned to
employees, the second, in December, : amounted to
97,826,086 shares to finance the redemption of preference
shares issued by Group companies. ‘

Santander Central Hispano had 981,408 shareho_iders atthe.

end of 2001, 3.60% less than a year earlier.

Corporate entities hold 67.14% of the Bank’s total iséued
capital and individuals 32.86%. Spanish residents hold 44.24%

of the capital. A total of 26,108 employees are shareholders,

holding 22,008,322 shares (0.47% of the capital stock). ..

The average.investment. per shareholder, | based on. the .

closing price for 2001, was EUR 44,675.20 (Pta. 7 4 mxlhon)
and 4,747.6 shares.

Distribution of capital stock by number of shares (as at 31.12.01)

Sha}e of

No. of shareholders ... l No. of shares Capltal (%)
383,320 35,144,741 | 0.754%
356,167 175,615,929 L 3.769% |
145,796 250,199,154 ' 5.370%
74,271 420,507,515 . 9.025%
14,845 269,297,194 ' . . 5780%
6,501 481,355,993 . . .. 110.331%
508 3,027,241,973  64971%
981,408 . 4,659,362,499 . | . 100.000%

shares (1.41% of capital stock). The bdirect and indirect
holdings of the members of the Board of Directors as of
31.12.01 are detailed in the following table: -
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Direct and indirect holdings and represented shares of the Board of Directors (as at 31.12.01): |

Direct
Directors : Lo stake
Mr. Emilio. Botin-Sanz de Sautuola y Garcia de tos Rios ;(1) 5,612,422
Mr. Angel Corcéstegui Guraya P 175,743
Mr. Jaime Botin-Sanz de Sautuola y Garcia de los Rios : . 2,723,340
Mr. Matias Rodriguez.Inciante ... iic. L. 468,975
Mr. José Manuel ArburGa Aspiunza = | : 445,922
Assicurazioni Generali S.p.A 9,690,000
Mr. Fernando de Asta Alvarez _ . : ) 12,850
Ms. Ana Patricia Botin-Sanz de Sautuola y:0'Shea (2} ...........12,232,706 ... .
Mr. Emilio Botin-Sanz de Sautuola y O'Shea (3) 12,153,218
Mr. Rodrigo.Echenique Gordillo : bt i ....651,598
Mr. Antonio Escadmez Torres C 408,899
Mr. Francisco Luzén. Lépez... o ili..,.1,047,085..
Mr. Alfredo Saenz Abad A 320,524
Mr. Luis Alberto Salazar-Simpson Bos [ 2,606
Mr. Manuel Soto Serrano . Co L 27,300
Mr. Elias Masaveu y Alonso del Campo [ 328,187
Sir George Mathewson (4) : 122
Mr. Antonio Basagoiti Garcla-TuRén *~ .. . ﬁ 450,000
Sheiner-Consultoria e Investimentos S.A. (5) 102,135,502
148,886,979

Indirect Shares ‘ D Total

stake represented ¢ shares

4,947,100 85,892,524 . 96,452,046

254,724 0 430,467

5,373,402 12,624 8,109,366
0 61,444 530,419 .

2,040 0 447,962

. 35,148,426 0. . 44838426

13,029 0 25879
.....510 0..1.112,233,216...

12,240 0 . 12,165,458

7,344 .0 658,942

0 0 . 408,899
723 .0......1,047,788..

1,290,962 0 1,611,486

4,464 0 7,070

0 0 127,300

10,934,725 . 0 11262912

0 135,142,302 © 135,142,424

0 248,630 698,630

0 0 102,135,502

57,989,689 221,357,524 428,234,192

Capital
%
2.07%
0.01%
0.17%

0.01%

:0.01%
0.96%

-0.00%
.20.26%

0.26%
0.01%
0.01%
0.02%
0.03%
0.00%
0.00%
0.24%
2.90%
0.01%
2.19%
9.19%

(1) Mr. Emilio Botin Sanz de Sautuola y Garcia de los Rios'has leéally attributed the right of vote of 9,700,004 shares (0.21% of the capital stock), 65,864,120 shares (1.41%)

.. owned by.the Marcelino Batin Foundation.and 10,328,400 shaies owned by.the Santander.Central Hispano Foundation.(0.22%).

(2) The right of vote on 12,148,004 shares (0.261% of the capital stock) corresponds to Mr. Emilio Botin-Sanz de Sautuola y Garcfa de los Rios.:

{4) 135,142,302 shares owned by Royal Bank of: Scotland: Group.

{5). 102,135,502 shares.owned by Sheiner-Consultoria e |nvestimentes.S.A. (Mr. Antonio de Sommer.Champalimaud).

.. Distribution of the capital stock (as at31.12.01) .. ... ...

Resident investors

: Shares %
Board of Directors * . .. . 146,117,840 3.14%
Employees ** 22,008,322 0.47%
institutional investors ; i 458,818,240 9.85%
Individual investors ‘ . 1,442,792,003 3097%
Total . © 2,069,736,405 44.42%
Continents
Africa
America S
Central : : 4,914,486
North TR . . 332,670,956
South . : 16,888,586
Asia
Europe
Oceania
Total

Non-resident investors

Shares
282,116,352

2,288,645,781
18,863,961
2,589,626,094

2,846,134

0.11%

7.14%

0.36%
8,674,288
2,223,472,637
158,007
2,589,626,094

(*) Board of Directors at 31.12.01, direct and indirect holdings and companies represented.

(**} Excluding the Board of Directors.

%
6.05%

49.12%
0.40%
55.58%

0.06%

.0.19%
47.72%

0.00%
55.58%

..(3) .The right.of vote on 12,148,030 shares (0.261% of the capita! stock) corresponds to Mr. Emilio Botin-Sanz de Sautuola.y.Garcia de.tos Ries. ;.....

Total

‘Shares
428,234,192
22,008,322
2,747,464,021
1,461,655,964

%
9.19%
0.47%

58.97%
31.37%

4,659,362,499 100.00%

i
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& Santander Central Hispano

Analysis by business areas .

The Group divides its earnings and activities into six business
areas for reporting purposes. The segregation of each of

these areas, except for Banesto which coincides with its . .

Group, is based both on the financial statements of the
different legally incorporated units and: on the mformatlon
_.management systems in force.. ..

..In_the case .of. units. which._do not..correspond to legal.....

entities, capital is assigned equivalent to 8% of risk assets,

distributed between core capital and subordinated debt.in ...

the same proportion as that for the Group as a whole.

The personnel and general expenses of ‘the pareﬁt bank are

..assigned to the different businesses.on ithe basis.of the use..

that these businesses make of the central services. The
Corporate Activities area reflects the costs of ;those units that
carry out institutional functions for the Group as a whole.

The 2000 figures have been adjusted to appl)_:l thé same

management control criteria by business area adopted in .

2001. They also include changes, of little significance; to the
consolidation perimeter and contain: activity allocations .to

_.the business  areas. These adjustments. Were made to ..

facilitate year-on-year comparisons on a I|ke for-hke basns of
.business area performance.

¢ Retail Banking in Spain. ..

This area covers all banking actlv:tles for mdeual
_customers, SMEs. and._public. organizations, _throughv the .

Group's different distribution networks in Spain, except for

Banesto, and includes the specialized retail banking entities. ...

Although it integrates all operations and services with
customers, its results reflect different . distribution
agreements with other areas in those cases where there is
shared management of the customer.or product

» Banesto :
This area covers the financial statements of the Banesto Group
including all retail, market and wholesale banking activities.

. Retall Banklng Abroad
This area covers the universal banking activities. that the
Group conducts through its subsidiary banks and subsidiaries,

mainly.in.Europe and Latin America. Generally spea_kihg,v.the
financial statements are the ones registered in the companies’ -

.. books, assigning the different consolidation adjustments that
are applicable. The adjustments :corresponding to

amortization of goodwill and country risk, given their financial .

and accounting nature, as well as the generic :loan-loss
provisions are all assigned to Corporate Activities.

. different specialized units in Spain and abroad.

. distribution_networks and administrations .independent of

+ Asset Management and Private Banking
This incorporates asset management, principally mutual and
pension funds, as well as bancassurance and the private
banking activities which the Group carries out through its

In the Spanish market, private banking incorporates part of

the revenue generated by the Group thro(ggh the various .

networks and it supports the operating cQsts for the design
and management of products. As regards fund management
companies abroad, the results are distributed in the same

way.as those for Spain, whereas pension fund m’an‘agerhent .

companies incorporate all the income earned as they have
the subsidiary banks in each country. - . .

. Global Wholesale Bankmg

© This area covers global corporate banking (large companles)

investment banking and treasury activities conducted both
in.Spain as well as in the various branches ‘and specialized
subsidiaries abroad. The latter prlmarxly include : the
brokerage and custody units that operate in each country

. Corporate Activities .
.This area reflects the Consolidated Group’'s capital accoums

including treasury stock, as well as allocations of capital,
legal or assigned,.to.each. of the businesses. It operates as
financing counterparty to the different units mtegrated in

.. the Santander.Central Hispano Group. :

The area .is .also .responsible._for. the. centralized. activities .

relating to institutional investments in the fixed-income

...and equity markets. It also reflects the coverage of market

risks arising from the global management of the Groups
balance sheet.

Goodwill derived from the different. investments made by
the Group and corresponding amortization is reflected .in
this. area, as it originates from centralized decisions taken
regarding the purchase price, which are not related.tc the
investments themselves. :

The generic loan-loss provisions made by the Group for its
subsidiaries. abroad,. which afe not in response to local
requirements, are also reflected in this area.. This is in
addition to the various allocations for country-risk which the
Group has to make in accordance with Spanish regulations.

Lastly, this area includes the specific businesses of a

corporate nature relating to the industrial Group. Moreover, .

because of its future projection and impact on other
business areas, the Patagon Group is also incorporated here.

'
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Main data by business areas :
_ Net attributable income | = = .
2001, .. . . .2000 . Var. 2001/2000 © .. ROE (%)

. Pta.MM. | Euro MM. . Euro MM. Amount (%) 2001 2000
_Retail Banking in Spain S bsooisesr [ 8332 795.7 37.6 . 472 3405] 34.53
Banesto L 89116 415.4 3739 415 1140 20,99 . 20.95
Retail Banking Abroad ~‘ 264,970 1,592.5 1,034.6 557.9 5392 ' . [1964| 1655
.. Asset Management & Private Banking. :. .. .. 64,254 | 3862} ... . . 2898 . 96.4. ...33.27 3494 3112
Globa! Wholesale Banking © 65,310 392.5 3397 528 1555 : 18:73] 15.12
Corporate Activities. ... L. .{188,605) .. .1(1,133.5) v (575.5).. ... (558.0) (96.96) .. . =
Total ‘ . 413,686 2,486.3 2,258.1 2282 19.10 11756 20.86

Net operating income

e ... 2001 . 2000 ....Var. 2001/2000 . Efficiency (%) ..
Pta.MM.  Euro MM. Euro MM.  Amount (%) 2001 2000
Retail Banking.in.Spain . : 247,498 . 1,487.5 ... 1,329.4 .. . 158.1 . ..11.89. . 49:43).52.53.
Banesto 195,844 576.0 505.0 71.0 1406 52111} 55.42
Retail Banking Abroad ' . 639,529 3,843.6 2,486.6 1,357.0 = 54.57 50,57 54.20
Asset Management & Private Banking | 91,772 551.6 415.1 1364 3286 |42:75| 46.43
Global Wholesale Banking L - - 102,582 616.5 525.3 91.2 . 17.36 : 39.71|. 43.96 .
Corporate Activities : (188,151) (1,130.8) (572.9) (557.9) (97.37) ’ —_ —_
Total o | 989,074 5.844.5 . 4,688.6 1,255.9 2679 : . 53.98 | 56.11
NPL ratio (%) ' NPL coverage (%)
. o . T, - 2001, ..2000... [EURE N ...2001_ 2000 .
Retail Banking in Spain ; ; 1.14 0.95 14588 141.27:
Banesto. .. e O i et e 0.81 084 . . ..i}.253.27| 227.27
Retail Banking Abroad [ : 3.23 416 . 124:25] 109.58
-Asset Management & Private Banking. R . . 0.09 0.07 BRI T S N S
Global Wholesale Banking i 0.85| 0093 -|1239.89| 173.59
Total ... e U O T .1.86]...2.26 . .| 143.32| 123.04
Number of branches .. ...Number of employees. .
. : 2001 2000 Lo 2001 2000
Retail Banking in Spain ; .. 12,934 3,476 . ! 24,619 26,623 .
Banesto L 1,738 2,010 1:10,5771 11,655
Retail Banking Abroad i S P 4,867 5,070 . 66,897 | 78,424
Asset Management & Private Banking . : 234 246 6,804} 7,665 |
Global Wholesale Banking . 44 46 o 2,640, 2,992 .
Corporate Activities : : — — 3,390] 2,281
Total : C 9,817 10,848 114,927 {129,640
Net attributable income by business areas* !
- 19% Retail | | ‘

Latin America Global Wholesale Banking

- . 31% | 9%
L i
Banking in Spain : 1
!

64% ‘ 9% | : Co18%
Retail Banking | Asset Management & Private Banking . Alliances and Industrial Group |

(*) Business areas + Industrial Group and Alliances {exciuding capitat gains arising from the sale of Vodafone shares).
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Retail Banking in Spain

Income statement
Net interest revenue
Net fees and commissions
Basic revenue
Trading gains . .. .
Net operating revenue
.. Personnel and general expenses
3) Personnel expenses
b} General expenses .
Depreciation
vvvvv Other operating. costs
Net operating income : :
. Income from equity - accounted holdings.~. ' .
Other income '
Net provisions for loan - losses
Goodwill amortization
Income before taxes
Net consolidated income
Net attributable incorne

_Balance sheet
Loans . .
Government securities
Due from banks .
Investment securities
Tangible and intangible assets .
Other assets
. Total Assets / Liabilities
Customer deposits
_Debt securities .
Subordinated debt
Due to banks
Other liabilities
Capital assigned
Other managed funds (off - balance sheet)
Mutual funds '
Pension funds
Managed portfolios
. Customer funds
Total managed funds

Ratios (%) and other data

ROE .

Efficiency ratio

NPL ratio

NPL coverage

Number of branches S
Number of employees (direct and assigned)

Pta. MM,
376,467
183,334
559,801

7,209.

567,010

(280,247) ..

(205,191)
(75,056)
(32,515)

(6,750 ....

247,498

(209)..

2,626
(49,794)
200,121
138,968
138,641

8,719,985

...97,968 .

10,461

338,465.

239,235

...9,406,114

6,712,671

.. 395.370. ..

199,711
807,226
885,534
405,602
6,650,074
6,000,282
649,782

. 13,957,826

16,056,188

2001
Euro MM.

2,262.6
1,101.9
3,364.5
v 43.3
3,407.8

(1,684.3) |

(1,233.2)
.. (4511
(195.4)

(40.6).

1,487.5

(1.3).

15.8
(299.3)
1,202.8
835.2
833.2

52,408.2

588.8
62.9

.. 2,034.2.

1,437.8

56,531.9 ).

40,3440

2,376.2.

1,200.3
4,851.5
5.322.2
2,437.7
39,967.7
36,062.5
3,905.3
.83,888.2
96,499.6

.34.05 |

4543

114 |

145.88

2,934 ..

24,619

2000
Euro MM.
2,096.3
1,166.8
3,263.1

A28

3,305.8

.£1,736.6)......

{1,281.6)
(455.0)
(231.9)

. (7.9)...

1.329.4

.3.6.

25.8
(193.2)
1,165.7
799.9
795.7

489985S.

o 1587
539
2,032.0
1,4335

52,676.5 ..

38,8484

. 2,264.2 ..

1,201.7
4,839.4
3,153.0
2,369.8
39,631.1
36,189.7
34414
81,945.4
92,307.6

‘

34.53
52.53

095 .

141.27
. 3476
26,623

 Var. 2001/2000

Amount

166.4
. (65.0)

1014

0.6
102.0
523
484
39
136.5
(32.7)
158.1
(4.9)
L (10.0)
(106.1)
37.1
353
37.6

34037 ..

430.1
9.0

2.2 ..

C 44

. 38553

1,495.6
L1120
(1.4
121

" 2,169.1

67.9
336.7
(127.2)
463.9
1,942.9
4,192.0

(542)
{2.004)

%)
7.94
(5.57)
3.1

1.29.

3.08
(3.01)

377

_.(0.86)
(15.75)

. 413.70
11.89

(38.86)
. 5493
3.18
4.41
4.72

6.96

271.01..

16.61

0.30

3.85

. 495

(©.12)
0.25
68.79
2,87
0.85
{0.35)
13.48
237
454

(15.59)
- {7.53)

0.11.

7.32,
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Retail Banking in Spain

This activity was carried out during 2001 through the branch
networks of Santander Central Hispano, backed up by
ATMs, savings book up-dating : machines and: telephone
banking services, electronic and Internet banking, as weil as
subsidiary banks and specialized financing-entities. As of the
end of 2001 this area had 2,934 branches and a total. of
24,619 employees (direct and assigned). :

Income statement and balance sheet

Retail Banking activity was carried out in a less favorable

_external .environment. than .in .2000.. The .slowdown was

reflected in reduced demand for loans and in .customers’

positioning for. greater liquidity, with greater. preference.for..

products with the safest returns.

Net fees and commissions-

_Net. fees and commissions, however,. dropped 5.6% .as a

. on fees from securities services which. declined. 56.7% (due.

In this context, the basic objective. of: the Retail: Banking
Division was the continuous contribution ito the income
statement through sustained growth:in business, improved
spreads and measures to readjust the cost' of funds in
response to lower interest rates. Net interest revenue grew
7.9% over 2000. ' I

result of the impact of the market's negative performance

partly to the fees assigned to this area during 2000 arising
from.the placement of shares relating to.Santander Central
Hispano’'s capital increase) and, to a lesser extent, on mutual
funds..(-5.9%)..0n__the _other_hand, .net: fees and
commissions from commercial bills, insurance products and
credit and. debit cards performed well.

: 2001 . . . ( 2000 - ‘ .+ Var. 2001/2000

Pta. MM. Euro MM. Euro MM. Amount (%)

Mutual & pension funds 82,727 497.2 528.1 (30.9) " (5.86)
Credit and debit cards 29,632 178.1 170.5 7.5 4.42

. Commercial paper 83.7 . . 79.2 i 45 5.70
Securities services . ..7,686 46.2 106.8 : ...(60.6}..(56.75).
Contingent liabilities 12,210 73.4 724 ’ 1.0 1.39
Other operations ...37,149. 223.3 209.7. .. ...13.5 6.45
Total 183,334 1,101.9 1,166.8 (65.0) (5.57)

The rise.in earnings, together. with. strict cost control,.

improved the efficiency ratio by: 3.1 percehtage points

from 52.5%.10 49.4%. Overall costs. dropped .3.0%., with..

personnel expenses down 3.8% and general costs falling
0.9%. The latter performed better in the second half, for
in the first half general costs rose 0.6% over the same
period of 2000. :

The 11.9% increase in net operating: income. .(14.6%
excluding the fees assigned to Retail Banking during 2000

arising from the placement of shares relating to Santander

Loans

...Central Hispano’s capital increase) is not fuﬂy reflected in the }

...provisions made (+54.9%),.partly to fulfill the Bank of Spain.

bottom line (+4.7%), because of the larger volume of

statistical loan loss coverage requiremeht-»(EUR 97.4 million
of the EUR 299.3 million provisions for the area). :

Business volume continued to grow steadily, despite the
slowdown in credit to the private’ sector. Total lending |
increased 7.0%.in 2001 (excluding the effect of securitization),
with mortgages rising 19.8% to EUR 23,590 million (Pta.
3.9 trillion). ' Co

. 2001 2000  Var. 2001/2000

Pta. MM. Euro MM. Euro MM. * Amount (%) |

Mortgages 3,924,997 23,589.7 19,693.1.. 3,896.6 1979 |
Unsecured loans 2,325,784 13,978.2 12,902.1 1,076.1 8.34 ]!
Commercial paper 628,414. .3,776.8 4,579.8 . (802.9)..(17.53) 1
Leasing 573,091 3,444.3 3,441.2 S 31 009 !
Others 1,428,200 ..8,583.7.. ..9,124.5 (540.9) . (5.93) J
Gross loans 8,880,486 53,372.8 49,740.8 3,632.0 7.30
Allowance for loan losses . 160,501 964.6 742.3 2223 2994 |
Net loans 8,719,985 52,408.2 48,998.5 3,409.7 6.96 [
’ |
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Efficiency ratio
Retail Banking in Spain
%

5253

. 4943

=310 b.p.

.. Euro MM.

Net operating income
Retail Banking in Spain

1.487.5

11,3294

+11.9% (%)

..2000... ..2001....

This growth went hand in hand wnth rlgorous asset qualltyc

standards. The NPL ratio was around 1% and NPL coverage

. was more than 145% (+4.6 percentage pomts over the

same period of 2000).

_.On-balance sheet funds increased 3. 8% Off balance sheet .

pension and mutual funds amounted to: EUR 39,968 miillion,

..with._mutual funds performing . better than the. market. .

average, which resulted in an increase. in market share to
..26.3%, and pension funds growing 13.5%.. .

...Business activity and strategy ..

...Business activity during.2001 was_focused on optlmizing,. .

unifying and integrating networks iand. defining and
organizing the new structure in order: to increase. the
efficiency, productivity and business capacity of operational
resources, while keeping focused on busmess development
and customer service.

Customer funds (*)

Sight deposits

Time deposits

Traditional deposits
..Debt securities

Subordinated debt

On-balance sheet funds .

Mutual funds

Pension funds.

Total

{*} REPOs excluded.

. platform) .and _risks,

Pta. MM.
4,088,559
2,624,112
6,712,671
395,370 .
199,711
7,307,752
6,000,292
649,782
13,957,826

. 2001 :
(*) Excluding commissions assigned to Retail B. for the placement of SAN s
. capital.increase shares in 2000 +14.6%.

The optimization of networks led to the closure of 593
branches during 2001 and a further 300 were identified for
closure in the first four months of 2002. This: -process took
place with a minimum loss of the closed branches busnness

. {less than 3%,).

ln the second half of the year, the branch networks of

.Santander..and. BCH. were integrated, . supported. by, the.

previously completed unification of ‘technology (single
.and the segmentation. of. clients.into
individual customers and companies and institutions, ‘A’ two

phase. Migration..Plan..was .developed.:for. companies.: and. ..

institutions (November 2001 and January 32002) whereby

_larger companies. or. those. with. a. large level: of . risk..were

incorporated either into specialized branches foricompanies or
into branches with a specialized corporate account manager.

In all these projects, the key executives were quickly
appointed, teams integrated and all components of. the

2001 2000 i ! Var. 2001/2000
Euro. MM. _ Euro MM. "Amount . (%)
24,572.7 23,513.6 1,059.1  '4.50
15,771.2 15,334.8 4365 = 285
40,344.0 38,848.4 1,495.6 - 3.85
2,376.2 2,264.2 112.0 .. 495
1,200.3 1,201.7 (14 . (0.12)
43,920.5 .42,314.3. 1,606.2.. . 3.80
36,062.5 36,189.7 (127.2) . (0.35)
.3,905.3 3,441.4 463.9 ©.13.48 .
83,888.2 81,945.4 1,942.9 237
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__Division (network, central services and ‘regional staff)
optimized. The new structure is leaner, and with :a :strong
business focus and high operational. capacity.:

This strategy will produce significant tostfsavings in the
coming years and a strong business drive, in line with the
efficiency ratios expected. The optimization and unification of

_networks was combined with the chaice of @ new. business.. .. ..

model, a new range of products:and the introduction on a
new Santander Central Hispano brand image.

..Customer._segmentation..on. the basis of. homogeneous
characteristics and the incorporation of: all customers in

those. segments with the greatest’ business. potential into ...

client portfolios assigned to specialized account managers,

.. will enable the Group.to be a stand,out for ItS efficiency and._:

quality of customer service.. In order to achieve this, new
advanced management tools are being developed such as
the «Business Calendar» and Customer :Relationship
Management. :

» Individual Customers

As a result of this strategy, the three main priorities during
2001 for the segment. of individual customers were: .. .

..1... Continue to drive traditional business .

2. Integrate networks and install the new brand

3...Put_.into _effect .the . new.  «Da. Vinci»
management model,

business

1.As regards traditional business, the: policy is aimed at

...gaining. market . share through. maximizing the. level of .

sales in all branches, focusing efforts on key products,
such as mutual funds, sight and time deposits, pension
plans and mortgages, and maintaining a'flexible pricing

policy, but paying. maximum attenﬁoh to»spreads‘and
control of credit risk quality. '

As a result of this strategy, a wide range of lending
products for the financing of homes. were: placed, with
notable growth in mortgages, - while: always :applying
maximum prudence in risk selection. At.the same time, in
.order to boost the collection of deposits, more structured
products and different types of ‘deposits. with higher
interest_rates for _different. maturities .were. launched,
together with a broad array of mutual funds.

In pension plans, a campaign took place in the fourth quarter
..of..2001...to..promote _the first range. of _plans . with a.

guaranteed return, both for fixed-income securities and

..equities. products, capturing a.large volume of savings..This...

strategy produced excelient results which more than doubled
those of the campaign in 2000. ‘

2.In the second half of 2001, the project: to integrate
networks, install the new brand ‘and promote the
corporate image was developed. This will be comipleted in
all branches by the end of the first quarter of 2002.

..3.Lastly, the new.«Da Vinci» business management.model, an .

integrating project based on a single business model, which
strengthens._business . relations through an..integrated
business franchise, has been implemented. «Da Vinci»

integrates. business . cultures_and exploits. the best internal...

and external practices in order to forge the leading universal
bank .in..Spain..in..terms. of _profitability, _efficiency. and
customer service quality by bolstering the collection of funds;

enhancing . customer loyalty; stepping. up. business. activity...

and reinforcing customer banking with a high level of service
and effident cost management. The project, launched in
2001, will be established in all branches by June 2002.

Loans Customer funds
Retail Banking in Spain . Retail Banking in Spain
Euro billion Euro billion
524 . 839
i 819 +2.4%
......... 7o
2001 2000 2001
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in short, the strategy for the individual customer segment is

focused on the customer, both with regard to business

actions as well as operational plans, with'the two- pfonged

objective of expanding the customer base and lncreasmg
_ customer loyalty. :

» Companies and Institutions

The basic strategy for this area centers on:integrated and

specialized .management. of corporate ‘and institutional
business through the development of customer relationship
.banking, characterized by its personalized .and :specialized
treatment, in order to continue to increase the Bank’s
. participation. in . these..clients’ . financial :activity. In:order to
meet these objectives, an organizational/business ‘model

unified, the branch network was re-dimensioned (closure of
56 branches) and a customer migration_ plan develop_ed.

The «Da Vinci» business management: model W||| also be
applied to these areas of activity. :

The busmess actions revolved around four Iarge key
pro;ects -

increase business.with. companies ‘and institutions (both
through traditional financing — commercial paper, leasing,
the renewal of agreements with public administrations ~
as well as the most novel products - factoring,

... confirming,. renting,. development ‘of derivatiyes,for risk
coverage, new mutual and pension funds for private
institutions). and enlarge. the customer base and: cross-
selling by segments. :

- Develop multichanne! distribution, -as an ‘alternative and
complementary to the branch network. In this: context,
electronic banking was integrated into «Glabal Corporate»,
both in its PC and Internet (Global C_orporate: Web)
versions, with the creation of a new business: website.

was. defined for the branches, products and resources were ..

- Strengthen products and services with measures to

. EUR 4,050 million.

- Promote SpEleIC bUSIﬂESS measures to |mprove customer
service. i

- Continue to be very prudent in granting and monitoring
loans. in this context, RORAC (risk-adjusted profitability)
methodology is being used for borrowing clients, sothat
growth in loans. is achieved with an adequate balance

_.between risk and profitability. . '

HBF Banco Financiero

HBF Banco. Financiero, which.incorporates the ;specialized ..,

consumer finance entities Hispamer, Bansafina and UCI,

.generated net_attributable income of EUR:70.7. million. in

2001, 29.3% more than in 2000, with an ROE of 33%.

These. results. were.due to.the growth in. Iendlng, lower.

operating expenses and control of NPLs

HBF consolidated itself as leader in financing through
agents. Auto financing rose 4.2%, despite the sector’s
stagnation, to reach a market share of more than 7%.
Consumer financing grew 19.1%, with‘more than:5 million
credit cards and 1.1 million affinity cards, including 156 co-
branded programs and 32 private. More than 22,000

. points-of-sale channel HBF's loans..

UC!I and Hispamer granted mortgages amounting:to. more
than EUR 1,300 mitlion to reach an outstanding balance of

. The 4.6%. reduction. in operating expenses tmproved the.

efficiency ratio to 45.8%, 6.5 percentage points better than
in 2000..Risk control policy cantinued to be:tight, with NPL
coverage of more than 120% after an increase in loan loss
provisions of more than EUR 17 million.

Lastly, HBF has been granted ratings of Al and P1 by
Moody's and F1 and A+ by Fitch. HBF was the third largest
Spanish entity on the basis of the volume of paper:iss)ued in
the AIAF market. '
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_ Banesto

. : : v OO RIS R 2001 ‘ . 2000 j . Var.2001/2000
Income statement _ Pta. MM. Euro MM. EuroMM. | | Amount (%)
Net interest revenue .. v .. 161,369 .. 969.8 .903.0 . .. 668 . 7.40
Net fees and commissions ’ 169,949 420.4 418.7 © 17 040
Basic revenue . ... L2331 13902 . . 13218 ‘685 . 5.18

. Trading.gains : S L SR 6,748 40.6 .. 30.3. . 10.3 ...33.92..
Net operating revenue o . 238,066 1,430.8 1,3521 © 787 582
...Personnel and general expenses BRI (124,058) . ... 1... (745.6)|. (749.3) . . 3.7....(0.50)
a) Personnel expenses o E , (91,410} (549.4) (558.3) [ i 89 (1.60)

....b).General expenses ... ... nE " (32,648) J{196.2) (191.0)... ... (5.2) ... 2.73. |
Depreciation - o - (13,988) (84.1) (82.1) L0 . 244
..Other operating costs o L A8178) (25.1) (15.7). i (9.4) . 60.18.
Net operating income : : 95,844 576.0 505.0 : 71.0  14.06

.. Income from equity - accounted holdings. : b 10,484 63.0)... ... 72.6 i i(9.6)..13.22).
Other income S : 5,239 315 (51.4) ! 182.8 —
Net provisions for loan - losses , e 2441 (146.7) (101.3) (455) 44.92
Goodwill amortization R : (501) (3.0) 18 : - (1.2)  65.35
Income before taxes _ P o .. 186,652 5208 .. 4232 97.6. . 23.06
Net consolidated income i S 171,689 430.9 390.3 . 406 10.39

Net attributable income o ) . .. .69,116 41541 . 373.9 ‘415 1110

Balance sheet. . ; ; e . o .
LoaNS. ... o e S : rerin.3,926,263....... ..}..23,597.3 20,621.3.. o2 2,976.0 . 14,43

Government securities L L 645,005 3,876.6 6,121.0 ©(2,244.4) (36.67)
Due.from.banks.............oooomr L ..1,124,488. .6,758.3 ..9,036.8.:. .. . {2,278.5) (25.21)
Investment securities : : ' 909,695 5.467.4 4,044.9 . 1,422.5 3517
_Tangible and intangible assets . o 151,582 . | .911.0} .. ... 9425 . . .  (31.5). (3.34)
Other assets : 611,179 3,673.3 ’ 3,613.8 : 59.5 1.65
Total Assets / Liabilities . . . 7368212 | 442838| 443803  (965) (0.22)
Customer deposits L ; o 4,082,858 24,538.5 23,4474 C11,091.0 4.65
Debt securities : ! : 205,553 ... 1,235.4 6533 ... 0..0.582.1 . .89.10 .
Subordinated debt : ; : 116,176 698.2 669.4 D289 a3
Duetobanks . 5 ’ 1,791,681 10,768.2 13,0454 : (2,277.2) (17.46)
Other liabilities : 868,739 5,221.2 48841 - 3374 6.90
Group capital and reserves : L 303,205 1,822.3 1,680.7 1416 843
Other managed funds (off - balance sheet) 1,647,564 9,902.1 8,721.3 1,180.8 13.54
Mutual funds L . 1,438366 8,644.8 . 75384 . 1,1064 . 14.68
Pension funds : . 179,036 1,076.0 1,051.5 245 2.33
Managed portfolios ' : 30,162 181.3 1314 499 3795
Customer funds . P T 6,052,151 36,374.2 | . . 33,491.4 2,882.8 8.61

Total managed funds ; 9,015,776 54,185.9 53,101.6 : 1,084.3 2.04

Ratios (%) and other data

ROE . - R [ 2099 ... .20.95

Efficiency ratio : 52.11 55.42

NPL ratio e : R . . 0.81 .0.84...

NPL coverage f _ ’ 253.27 227.27

Number.of branches SR S S0 PO I B 1,738 2,010 (272) .(13.53)
Number of employees ‘ : 10,577 11,655 ‘ (1,078) (9.25)
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Banesto
The Banesto Group performed in line withfthe {argets_ set for
the year, continuing to increase the volume of business and

_improve resuits. Income before taxes rose: 23.1%.. the

Average yield on assets and average cost of funds

. Assets (%)

Central banks and Government debt securltles
Due from.barks. .
Loans
..Investment securities. .. ...
Other assets
Total ..
Funds (%)
Due to banks
Customer deposits
Debt securities and subordinated debt
Net shareholders' equity
Other liabilities
Total

Income statement and balance sheet .

Income before taxes was. EUR.520.8 million:(Pta..86,652
million), 23.1% more than in 2000. The three main factors
at play - the growth.in the volume of business, containment
of operating costs and good management bfj spreads -

..enabled net.operating income to.rise'14.1%..

_ Net. interest revenue was 7.4%. higher :at EUR 969.8 ..

million, despite the impact of the m‘aturing of EUR' 1,200

Net fees and commissions

efficiency ratio improved to 52.1%, the NPL ratio was 0. 81 %
'and ROE reached 21.0%.

Lending grew 14.7% (in like-for-like terms, eliminating the
impact of securitizations) and customer funqs increased 8.6%.

January-December. 2001

Weight Average rate Weight 'Average rate

10.79 577 16.62 6.16
19.25 | 4.84 2241 .0 .0 484
49.30 6.06 46.49 5,52
10.43 475. 8330 5.18
10.23 1.43 615 027
100.00 5.18 ...100.00 S 532 .
23.89 430 29.83 443
55.24 2.92 5528 2.56
4.24 5.39 333 6.42
467 — 448 -
11.96 0.76 '7.08 . (0.28)

100.00 2.96 100.00 293

. .Jandary-becember 2000

million in the Bank’s public debt portfolio in januéry 2001.The

positive perfarmance of interest revenues from business, which
grew 14.9%, offset the negative effect of the:debt maturity.

Net fees and .commissions were up 0.4% at EUR:420.4
million. Excluding the fall in commissions from mutual'and

.pension.funds, as.a.result of the negative performance of.

the markets and the reduction in maximurmn management

of fee income increased 1.9%.

.commissions established by legislation in June 2000 the rest. .

2001 2000 ; Var, 2001/2000
Pta. MM. Euro MM. Euro MM. Amount (%)
Fees and commissions collected 82,453 495.6 501.0 (5:4) . (1.08)
Risk operations 12,821 771 £69.0 8.1 11.72
;. Collection and payment services 31,016 186.4 176.0 10.5 594
| Securities. services 6,751 406 543 © 137 (25.25)
% Mutual and pension funds 25,059 150.6 154.0 3.4)  (2.20) ’
i .Other commissions 6,806 .. ..409 47.8 {6.9) (14.39) ..
1’ fees and commissions paid 12,504 75.2 82.2 f(7.1) (8.62)
: Total .69,949 420.4 418.7. 1.7. 040 . ]f
{
i
|
|
i
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Personnel and general expenses -

Pta. MM. _Euro MM. Euro MM. " Amount (%)

Personnel expenses 91,410 549.4 558.3 (8.9) (1.60)
Salaries and wages 68,051 408.0 420.5 (11.5) : (2.74)
Social security 18,376 1104 112.8 (2.3)  (2.05)
Other 4,983 29.9 25.0 49 19.58

... General expenses 32,648 . 196.2 191.0 52273 .

Technology and communications 11,119 66.8 629 3.9 6.20
Advertising .. . 2511 151 S22 29 2370
Buildings, premises and material 8,963 539 56.1 - 22 (399

.. Taxes_other than.income taxes 1,724 ..10.4 105 ‘(0.1) (1.09).
Other 8,331 50.1 49.3 ; . 0.8 .1.57
Total e BRSNS S R W ... 124,058 745.6 74930 ... ... (3.7) ....(0.50)

Trading gains rose. 33.9% to EUR 40.6 rrlilllon. Consequently, .......

operating revenue was 5.8% higher at EUR 1,430.8 million.

Personnel and general expenses dec_lined.slightly (-0.5%),
the result of cost containment, early retirement plans and
the optimization of the Group’s networks. Specifically,
personnel expenses decreased 1.6%.

General expenses rose 2.7% due to a combination of
growth in.spending on.IT and advertising :and:reductions.in
other items, especially taxes other than income taxes and

.technical reports. The efficiency ratio, as a resuit, continued ..

to improve and ended the year at 52:1% (55.4% in 2000).

The greater volume of recurrent revenues and the

..containment .of costs.produced, growth of 14.1%:in net .

operating income to EUR 576.0.

Income from equity—accounted holdings amounted to EUR
63.0, down from.EUR 72.6 million in:2000. In 2001, all the
earnings came from the ordinary activity.of these companies,

Efficiency ratio
Banesto Group
%

55.42

5211 331 bp.

2001

2000

Var. 2001/2000

[

_largely Inmobiliaria Urbis and Banesto Seguros,.while in 2000

they included EUR 51 million from:the ‘sale of the Bellevue
residential complex by the subsidiary Agapsa. © .

Net loan foss provisions were 44.9% hvigher than :in 2000,
largely because of the allocation of :EUR 100.7 million

compared to EUR 43.8 million in 2000 to meet Bank of Spain |
requirements for statistical coverage of loan-losses: Banesto |

has already accumulated EUR 144.9 million for this allowance.

Other income amounted to EUR 315 mllhon compared to a
net_loss of EUR 51.4 million in.2000.

Income before taxes increased 23.1% to.EiU»R 520.8 million. ..
Deducting minority interests and corporate tax, which rose

173.5% due.to the expiry.of the tax credit. which existed in .

previous years, net attributable income reached EUR 415.4
million..ROE was 21.0%.

Total assets amounted to EUR 44, 284 m||||on almost the
same as in 2000.

Net operating income
Banesto Group

Euro MM. 576.0° »

505.0

. +18.1%

2000 2001

2000 2001

{
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Lending, adjusted for the effect of securitization, increased . Income before taxes Lo
14.7% to EUR 25,443 million. A significant contribution to : - Banesto Group " 5708

this growth came from the 23.7% rise in mortgages. . , Euro MM,
..Progress continued to be made in 2001 in strengthéning risk. . oo 423.2 ; o
quality. The NPL ratio was 0.81% (0.84% at the end of +23.1%
- 2000), while coverage increased to 253.3% from 227.3%.
Banesto was awarded assets in lieu of payment (foreclosed
assets).amounting..to. EUR .19.9.. million .and sold. assets
worth EUR 112.6 million. At the end:of 2001, the gross
..balance. of foreclosed. assets . amounted to EUR:186.2....
million (EUR 278.9 million a year earlier), with allowances
of EUR 121.6 million (providing 65.3% coverage): « . ... ... ..2000 e e 2001
..Loans* .. S et i I
2001 ‘ 2000 ’ © Var. 2001/2000
. L Pta. MM. Euro MM. Euro MM. Amount (%).
Public sector h A C 132,655 797.3 802.8 v (5.5) | (0.69)
Private sector - P i o 3,703,551 22,258.8 19,525.4 i 02,7334 f 14.00
Commercial paper - e 527,598 3,170.9 2,991.7 § 1793 599
Secured loars. . S 1,486,577 8,934.5 7,220.9 17136  23.73
Others i 1,689,376 10,1534 9,312.9 : 840.5 9.02
Loans to resident sector : : . 3,836,206 23,056.1 20,328.2 . 2,727.8 1342
Non - resident sector. e hiiio. 0 397,168 .. |.2,387.0.| .. 1,858.2 . ...528.9 . 28.46..
Total loans L1 4233374 25,4431 22,186.4 32567 1468

{*) Excluding securitization effect.

Loans* N o " Customer funds

Banesto Group ... . AURIUR U0 ... Banesto Group ... ... BTN T O U AR
Euro billion L iz5a Euro billion 364
. R e

222 o C +18.7%

fan

2000 .. L2001 - 2000, . ... .. 2001
(*) Excluding securitization effect. S
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Non-performing loans evolution |

Balance at beginning of period
..+ Additions
- Reductions
- Write - offs
. Balance at periodend. . .

On-balance sheet customer funds grew.6.9%..Including........

off-balance sheet mutual and pension: funds ‘and

Customer funds

... Public sector
Other resident sectors
Sight deposits
Time deposits -
REPOs
Non-resident sector
Total customer deposits
Debt securities
Subordinated debt
Total customer funds on balance sheet.
Total managed funds (off-balance sheet)
Mutual funds ... ;
Pension funds
Managed portfolios.
Total customer funds

2001

2000

Pta. MM. Euro MM. Euro MM.
39,118 235.1 289.9
23,960 144.0 98.0
12,026 723 91.1

8,754 :52.6 61.6
42,298 254.2 235.1

..managed portfolios, total managed funds increased 8.6%
to EUR 36,374 million. '

Other developments.

« As part of the plans to enhance efficiency and productivity,
950 employees adhered to an early retirement plan. In
order to meet the cost of the' plan, the Bank, after ‘prior
authorization from the Bank of Spain, established a fund
charged to freely available reserves of EUR 175.8 million.

Meanwhile, under the network optimization plan, 61
branches were closed and their business. transferred to
other Banesto offices. Also, another 225 Banesto
branches were closed and their business was transferred
to the Santander Central Hispano network in exchange
for other business of .a similar.amount.

, 2001 ,.‘." .. 2000. 1,y"‘ . .. Var. 2001/2000
Pta. MM. Euro MM. Euro MM. Amount (%)
..174,703. [ .1,0500.]. 709 . 3390 4770
3,371,524 20,263.3 19,529.9 7333 . 375
1,521,108 9,142.0 8,659.8 4822 . 557
733,875 4,410.7 6,129.0 1(1,718.4) (28.04)
1,116,541 6,710.5 47410 . 1,969.5 . 4154
536,631 3,225.2 3,206.6 L 186 0.58
4,082,858 24,538.5 23,4474 1,091.0 - 4.65
205,553 1,235.4 653.3 5821 89.10
116,176 698.2 669.4 . 289 . 431
4,404,587 . |26,472.1 24,7700 . 17020 6.87
1,647,564 9,902.1 8,721.3 1,180.8 13.54
1,438,366 8,644.8.].. 7,5384 ... 1,106.4 . 14.68
179,036 1,076.0 1,051.5 245 233
30,162 181.3 131.4 ., ...49.9 .37.95.
" 6,052,151 36,374.2 33,491.4 2,8828 : 8.61

..».0On_February..24, 2001 the General Meeting. :of .

Shareholders approved the EUR 73,519,128.5 (EUR 0.12
per share) reduction in.the nominal value of Banesto
shares in order to provide a return to each and every
shareholder. Following this capital reduction, the nominal
value of the shares stands at EUR 2.18. The payment was
made on July 6, 2001. o

The Extraordinary Meeting of Shareholders ‘held on
December 27, 2001, approved the:Board: of .Directors’ ..
proposal to delist Banesto and the to:proceed with the
relevant public takeover bid. ) o
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‘Retail Banking Abroad

Income statement

Net interest revenue

Net fees and commissions

Basic revenue

Trad‘ing gains ... .

Net operating revenue

Personnel and general expenses
a) Personnel expenses
b) General expenses

Depreciation

...Other operating costs ..
Net operating income

Income from_ equity - accounted holdings. ...

Other income

Net provisions for loan - losses
Goodwill amortization .
Income before taxes

Net consoclidated income
Net attributable income

Balance sheet
.Loans . ..
Due from banks
.Investment securities ...
Tangible and intangible assets
..Other assets "
Total Assets / Liabilities

L. Customer deposits

Debt securities

_Subordinated debt . .

Due to banks

Other liabilities

Capital and reserves

Other managed funds {off - balance sheet)
Mutual funds
Pension funds
Managed portfolios

Customer funds

Total managed funds

Ratios (%) and other data. .
ROE
Efficiency ratio ...
NPL ratio
. NPL coverage
Number of branches
Number of employees (direct and assigned)

Pta. MM.

- 1,109,039

314,301

1,423,340
96,389....

1,519,729
..(768,491)
{441,984)

...(326,507)

(83,412)
...(28,297)
639,529
(2,333)
(108,377)
(179,259}
349,560
300,999
264,970

11,940,998 ...

6,517,234

...5,712,697

547,125
3,042,150
27,760,204

2,426,098

..216,946

9,127,737
2,556,583
1,302,270
5,861,153
2,940,971
2,229,263
690,919
20,634,767

33,621,357

$..12,330,570 ...

2001.

Euro MM.

6,665.5
1,889.0
8,554.4

19,3

9,133.8

.(4,618.7) |.

(2,656.4)
..{1,962.3)
(501.3)
{1701
3,843.6
(14.0)
(651.4)
(1,077.4)
2,100.9
1,809.0
1,592.5

.71,766.8
39,169.4

..34,334.0.4.....

3,2883

..18,283.7.

166,842.2
.72,906.2
14,581.1

.1,303.9.].

54,858.8
15,365.4
7,826.8
35,226.2
17,6756
13,398.1
4,152.5
124,017.4

. 202,068.4

19.64

50.57
3.23
124.25
4,867
66,897.

2000
Euro MM.
4,860.7
1,358.1
6,218.8
3245
6,543.3

(3,546.3) ...

(1,901.0)

(1,645.3).........

(398.4)

e {132.0)

2,486.6

6.8

(171.6)
(739.6)
1.582.1
1,3150
1,034.6

11,2484,

8,2759

39,978.7..

3,361.0

..18,383.6...

141,247.6

717,6830.

8,686.2
1,216.5
27,639.1
16,832.9
9,089.9
29,596.4
14,337.4
11,457.0
3,802.0
117,182.0

170,844.0

16.55
.54.20
4.16
109.58
5,070
78,424

' Var, 2001/2000

Amount
1,804.7
530.9
2,335.6
2548
2,590.4

(1,072.4) ..

(755.4)

- .317.0)

(102.9)

. (58.0) .
1,357.0
Lo
© 4479.8)

(337.8)

518.8
. 494.0
557.9

518.5

130,893.5

{5,644.7)
(72.8)

.1.(99.9) .

25,594.6

; (4,776:.8), h

5,895.0
..1B7.4

27,219.7
{1,567.6)

(1,263.1)
5,629.9
3,338.2
19412

350.5
6,835.4
31,224.5

(203)
(11:527)

(%)

. 3713
39.09
37.56

78.51.

39.59
30.24
39.74
19.27
25.84
51.80
. 54.57
279.66
. 45.68
32.79
13756

53.92

. 073
373.29
(14.12)
. 2.16)
{0.54)
. 18.12
(6.15)
. 67.87

7.18.

: 98.48
(9.26)
(13.90)
{ 19,02
©23.28
$16.94
9,22
5.83
18.28

(4.00)
(14.70)

78 Analysis by business areas Santander Central Hispano



Retail Banking Abroad.

This area covers the. Group's: retail. banking .activities
conducted in Europe (Portugal, Germany, ltaly and Belgium)

.and. Latin America (Argentina, _'BoliVia, Brazil, Colombia,

Chile, Mexico, Paraguay, Peru, Puerto Rico, Uruguay and
Venezuela). - '

As of December 31, 2001 the area had 4, 867 branches and
66,897 employees (direct and assigned).

Income statement and balance sheet

When analyzing the income statement (the balance sheet is

not affected), it is necessary to take into account the change

_.in_the_consolidation. perimeter follbwing the acquisition.in ...

2000 of Totta, Crédito Predial, Serfin, Mendlonal Bozano,
Caracas and Banespa. The changes in the: international
economic environment must also be borne in mmd, and they
affect both the income statement and the balance sheet. As
far as foreign exchange movements are concerned, the

depreciation of the Latin American currencies against the .

Net operating income
Retail Banking Abroad

The overall effect on resuits was around -6% and somewhat

US$ was compensated to some extent by the appreciation of
the US$ against the Euro in average exchange rate terms.

less on the balance sheet.

In this context, net attributable incorne of Retail Banking

© Abroad reached EUR 1,592.5 million (Pta. 264, 970 million),

53.9%.more. than.in.2000.. ROE.stood at.19. 6% and. the .
efficiency ratio improved 3.63 percentage points 10 50.6% |
despite the incorporation of .new entities, whose efficiency
is inferior to that of the Group.

The main driver behind the grm}vth in net attributable

income was net operating income, w'hich increased 54.6%
to EUR 3,843.6 miliion. This rise! benefited. from the

_positive impact of the new.incorporations: Lending growth

remained flat in like-for-like terms and customer funds
increased 5.8%. P

Off-balance sheet, mutual funds rose 23.3% and pension
funds increased 16.9%. The NPL ratio was 3.23%, 93 basis
points Jower than at the end of 2000... . . !

Efficier{cy ratio
Retail Banking Abroad

Euro MM, . %
.. 38436 N
T ) 54.20
2,486.6 ’
+54.6%
2000 2001 2000 12001
EUROPE Scotland. stands _out. .During. 2001

Santander...Central Hispano Group's .activity..in. Europe
focuses on greater business diversification‘in order to satisfy
clients’ needs by offering new products and a presence in
more markets. This makes the :sources of revenue more
stable and enhances size, a key variable'in the new banking
environment as it enables the Group:to provide: services to
clients who operate in an increasingly globalized market.

In this context, the Group is firmly behind a strategy of direct
expansion while maintaining strategic relations with leading
European financial groups, amongst which Royal Bank of

Hispano's strategy concentrated on consolidating its
position in Europe. The equity stake$ | m European banks are
included in Corporate Activities.

The net attributable income of Retail.Banking in Europe
(relating .only. to_ subsidiaries .and. not ;including. the

revenue obtained from bank stakes) amounted to EUR !
214.3 million, 81.5% higher than ini2000. This was partly . !

due to the greater impact of the incorporations. of Totta

and Creédito Predial. ROE was 18.1% and the efficiency

ratio was 51.7%,

an improvement of 5.2 percentage
points over 2000. ’ :

r
J
... Santander  Central }

|
|
|
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» Portugal T

The Santander Centra| Hlspano Group comp%eted »ts flr51 full
year in Portugal with net attributable income of EUR 200.0
million (Pta. 33,285 million), 80.9% more thanin 2000, ROE
was 17.7% {15% in 2000) and the efficiency ratio improved
by 3.2 percentage points to less than 50%. = '

After the acquisition in 2000 of Tbtta and .Predial, the .

banking group’s activity in Portugal dering 2001 focused

.on_.a. marketing. drive.. at the .networks .acquired,. the.. ..

creation of a common IT platform for the three retail banks
..and..improving. the latter’s actlwty,
profitability ratios.

The strengthening of business areas continued with. the

_launch _of new lending and.,depositvprodui:ts aimed at. .

increasing market share in key products, as:well as
_bolstering cross-selling. Particular importance was ‘attached
1o the placement of mortgage products («Oferta Mobilia»,
linked to the purchase of furniture and other goods for the
home and «Oferta Carro», a similarimongagerp;odutt,

_ linked to the purchase of a car), structured products which

combine deposits and mutual funds, : credit; cards: («Visa
Poupanga Euro 2000) and leasing. :

This activity was boosted by campaigns which bromoted the
change of image at Predial completed the rejuvenation of

the.institutional image of all three retail banks. ... .. ..

Portugal (proforma)*-

et 2001 } ... ..2000

. Pta.MM.  Euro MM. Euro MM. Amount (%)

Net interest revenue D | 114,549 688.5 519.0 . 169.5 32.66
Net fees and commissions 32,461 195.1 168.1 27.0 . 16.04
Trading gains : : i 8,047 48.4 29.2 i19.2 . 65.78
Net operating revenue , L 155,057 931.9 716.3 2156  30.1%
Personnel and general expenses E | (76,222) . (458.1) (374.9) (83.2) - 22.20
a) Personnel expenses (50,945) (306.2) (229.7) (76.5) . 33.32
b) General expenses (25,277) (151.9) (145.2) 6.7) 4.62
Depreciation . (10,722) (64.4) (44.6) (19.8) 4433
Other operating costs (351) 2.1 (1.3) 0.8y 61.75
.Net operating income 67,762 4073 295.4 111.8 37.85
Income from equity - accounted holdings 488 25 0.1 29 -
Other income (8,860) .. {53.2) (26.4) (26.9) 101.96
Net provisions for loan - losses (3,078) (54.6) (93.2) 38.7 (41.49)
Goodwill amortization et == —_— - — —
Income before taxes 50,312 3024 1759 126.5 ~ 71.91
Net consolidated income . 41,178 247.5 .. 154.1 93.4 60.61
Minority interests 7,893 474 435 39 8.97
Net attributable income 33,285 200.0 110.6 ‘89.5 80.94

efficiency .and ...

_image of the Group’s networks in. Portugal. in_fact, the.

All these measures were reflected in the activity and resuits
of the consolidated Group. Of note was:the growth in
mutual funds (+38.5% compared to a 4.1% rise for the
market as a whole) and credit cards (+124,000 Visa
Poupanca cards). Also notewarthy was ithe.30% rise in
leasing and the 23% growth in structured fundmg products.

.These actions |ncreased market share in key products The
market share in mutual funds rose 340 basis points to

retail clients lifted the Group’s market share in Portugal to
.15.34% (+140 basis.points).

.0On. the. assets. .side, .the .market..share achieved in .new.

mortgage loans over the past six months was more than
17.4%, well above the Group’s natural quota.

Also noteworthy was the strengthening of insurance
business through the Group's recently created insurer, which
began to operate in May 2001. It already has EUR.275
million in funds, making it the fourth largest in terms of life
insurance premiums, with a market share of 7%.

The strong level of activity produced significant growth iin all
revenue items and in fees and commissions, which together.
with the containment of operating costs, :as a result of the
integration, improved the Groups efficiency ratio.in Portugal
by 213 basis points. Net attributable income increased
11.1%, more than the initially envisaged rate of growth.

. Var. 2001/2000

13.6%.. The .campaign .to. place structured bonds among. !

(*) Includes: Retail Banking, Asset Management and Globa! Whalesale Banking.
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¢ Germany.

During 2001, CC-Bank, through its 52 branches contmued
to enlarge its customer base to more than one million clients
and new consumer loans increased |8.0%. CC-Bank’s net
attributable income increased 32.3% to EUR 41.9 million.

CC-Bank's international. expansion. (Hungary,: Austria and

..the Czech. Republic). began.to.bear fruit..The subsidiaries in........

these countries contributed to earnmgs EUR 2.0 million
more than in 2000.

.The most noteworthy development was ,the.wide-rénging
cooperation agreement between Santander Central Hispano

and. the Werhahn Group, which. included joint. working .

groups between the specialized consumer credit entities
(CC-Group and AKB Group),.in.areas of significant growth
potential or streamlining of costs, such as :marketing,
customer service centers, Internet, central services, etc.

Agreement. was. also reached for Santander Central
Hispano to acquire, via the exercise of options, 100% of
AKB Group from the Werhahn Group during the first half
of 2002. This would create the:largest independent auto
financing company in Germany, with:a market share of

13%, the leading motorcycle financing entity. in_Europe..

and the largest in terms of number ‘of associated
dealerships..
significant synergies in the IT, central services and branch
network areas. ...

The. agreement would. also. generate..

o taly

Finconsumo, jointly owned by CC-Bank and Sanpaolo IM!

specializes in auto and consumer finance ‘and has 23
branches and 382 employees.

The entity received the authorization from the Bank of Italy

to operate as a bank as of October.1 2007 under the new
name..of Ffinconsumo_Banca. S.p.A: This. transformation
brings several advantages, such as settlement of payments,

cross-selling of savings,products,(mutual.fuhds, etc).and .

direct access to the interbank market,: which will save an
estimated EUR 1.7 million.in 2002.. . . '

The.increased activity ., largely direct consumer loans and the. ..

financing of durables, resulted in 1426% growth in net

.. attributable.income to_EUR 4.3 million. Lending.amounted

to EUR 1,064 million and the number of clierits reached
450,000, rising 18% and 10%, respectively, over 2000.

* Belgium

Santander Central Hispano Benelux focuses on corporate
banking, offering a full range of electronic banking and cash
management products. The bank also has a significant market
share in Belgium and Luxembourg in the capture of funds.

During 2001, the bank refocused its 'activity on:developing
customer. relationships.. The. centralization.of treasury activities
in the parent Bank was exploited to cut operating costs, which

dropped 19.5%. Net attributable income was EUR'2.4 million. .

i
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_LATIN AMERICA |

..2001 was a difficult year for the Latin Amencan economy.
Average GDP growth for the region came in at around
0% as against the forecasted 4%. Argentina’s recession,
in particular, intensified during 2001, while the
uncertainties in markets about whether Argentma would

..achieve. a balanced budget produced.a.rise.in.country.risk ...

spreads, which affected the valuauon of publ:c debt
positions.

..Meanwhile,.local .currencies (except for the Mexxcan peso. ...

and the Peruvian new sol) depreciated heavnly agalnst the

.US dollar, especially in Brazil and Chile.. The average.yearly . ..

slide of Latin American currencies was' 13.7% between

..2000._and 2001, weighted by the net income. obtained
from each country (5.3% between 31.12.2000 and
31.12.2001 if weighted by the Group’s business volume in
the region). Part of this effect was offset by the: Euro’s
depreciation against the US$ (3% at average annual rates
and 5% at year-end rates). : I

The economic siowdown and the large depreciation of local
_currencies, affected the Group’s results' and ‘business
volumes _in. Latin.. America.
generated net attributable income of EUR:1,688.2 million in

2001..(US$. 1,510 million), 1S .464: million.more. than .in .

2000 when the consolidation perimeter was narrower. Thus,

.the _Group reached .its net. attributable income target for . .

_Latin America (proforma)* ... .

‘Nevertheless. the. .Group.......

Latin America of US$1,500 million that was announced at
the beginning of 2001.

Despite the region’s complex economic sitQation, 2001 was a
year when further progress was made in the strategic blan for
Latin America, consistent with Santander Central- Hispano
Group’s objective of consolidating its franchise as the largest,
most diversified and most profitable in.the region: .- .;

ROE was 23.6% in 2001, 5 percentage points higher than
.in..2000. . During. the . three years. (1998-2001) of the
America Project, ROE increased by 10.7.points.

points better than in 2000. During the three year:term of the

America Project, the efficiency ratio lmproved by more. than ]

11 percentage points.

December 31, 2000, the Group increased its overall market
share of customer business {(deposits, loans, mutual: and
pension funds) by 40 basis points to 10.3% at the ‘end of
. 2001. The market shares for deposits, mutual and pension
funds were: 10.4%, 8.2% and 13.9%, with variations of
12, 100 and -50 basis points, respectively. Thé market share
in loans was 10.5%, up 60 basis points over 2000. :

_Following .the .acquisition in .2000. of new..banks. (Banespa. ...

Serfin, Caracas and Meridional) and pension fund management

. entities (in. Peru, .Colombia. and. .Argentina),  the’ Group’s

management focused in 2001 on consolidating the franchise in

. Latin_America. It stepped up. penetration. of business in 12 .

Var: 2001/2000

2001 ‘ 2000 ' :

e e e Pta. MM. ... . Euro MM.. [Euro MM. Amount. (%) .
Net interest revenue 988,849 5,943.1 4,201.6 1,7415 | 4145
Net fees and commissions 380,098 2,284.4 1,673.2 6113 . 3653
Trading gains 90,514 544.0 315.0 ) : 229.Q . 7272
Net operating revenue 1,459,461 . 8,771.5 6,189.7 : 2.58i.8 41.71
Personnel and general expenses (722,046) (4,339.6) (3,281.9) (1,057.7) 3223

a) Persannel expenses (412,828) (2,481.1) (1,760.8) (720.4) . 40.91

b) General expenses (309,218) (1,858.4) (1,521.1) (337.3) . 22.18
Depreciation (77,929} (468.4) (381.1) (87.3y . 2291
QOther operating costs (28,108) (168.9) |. (116.1) (52.8) : 4545
Net operating income 631,378 3,794.7 2,410.6 1,384.0 | 57.41

. Income from equity - accounted holdings ... . 5,885 354 47.7 (12.3) . (25.83)
QOther income (102,042) 613.3) (176.5) (436.7) 24738

.. Net provisions for loan - losses .. {162,923) .(879.2) (601.9) i(377;.2) . 6267
Goodwill amortization ' — — - — —_
Income before taxes . 372,298 2,237.6 1,679.8. 557.7 . 3320
Net consolidated income 313,928 1,886.7 1,397.9 488.8 3497

... Minority interests... ..33,028 . 188.5 .} . 2629 (64.4).. (24.48)
Net attributable income 280,899 1,688.2 1,135.1 553.2  48.73

(*) Includes: Retail Banking, Asset Management and Private Banklng and Global Wholesale Banking. Excluding goodwill amortization, financing costs and special

reserve for Argentina.

The efficiency ratio stood.at 49.5%.in 2001, 3.5percentage.

With_no..change in.the consolidation  perimeter since .
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Net attributable income by countries (proforma)*

..... . 2001 . 2000

Euro MM. Euro MM.

. Argentina .. . ‘ :58.0 .231.3

Bolivia 9.6 (20.8)

Brazil i 664.2 266.5

-Colombia....... . (29.4) | 7.4

Chile 290.2 | 270.4

. Mexico ..583.4 . 269.4

Panama @3) | Y]
Paraguay........ LS 1 S P A S P R

Peru 6.5 i (28.8)

e PUETEORICO. oo o e 3520 76.6

Uruguay : i 42 | 17.1

. Venezuela . ; ~ 1361 A11s

Rest (66.6) (62.6)

Total ... © 0 |hess2 -.1,135.1

(*).Includes: Retail Banking, Asset Management ‘and Private Banking and

Global Wholesale Banking. Exduding'géodwill amortization, financing
. costs and special reserve for Argentina. :

countries where the Group operates, with the aforementioned
growth. in_market share, and .expanded' the customer. base,
particularly in Brazil and Mexico, to. 23 million clients

_.throughout the region.

_.As well as the size of the franchise in.Latin America, its high

degree of diversification is also considered a key feature

...which the Group.wants to preserve. The extensive presence... .

and depth of businesses in different ‘count(ies (Brazil,

. Mexico,. Chile,. Argentina...).. together..with .the _scant

correlation between the economic cycles of these countries,
represent.not.only a greater distribution .of risks but also a
more balanced distribution of the ‘capacity to generate
income. The Group’s high degree of business and income
diversification in Latin America was:underscored-in 2001
when fower earnings from Argentina were offset by higher
than expected income from Mexico, Brazil and, to a lesser
extent, Chile.

Precisely in order to boost Brazil's contribution to the
Group’s results.in. Latin America, in April. 2001.the. public
offer by Santander Central Hispano for shares of Banespa
was..completed.. After this. successful operation, the
Group's stake in Banespa increased from 33.3% t0 97.8%
at year-end for a total disbursement of US$ 4,885 million.
This brought the Group's total investment in Latin
America to US$15,679 million. :

As well as_the greater size, depth and:diversification of its
businesses, the consolidation of the Group’s franchise in Latin
America was also bolstered by less tangible matters related to

_the construction of a single mariagemen{ model for. all

countries where the Group operates, in aspects such as:

a) Business: through customer segmehtation and specific

value proposals by. homogeneous segments; also through
the identification of retail banking businesses/products which
can be managed on a global basis throughout the whole

_.region, such.as credit and debit cards, transactional banking. .

and foreign trade.

b) Technology: by. constructing a: cbmmon technological
platform (Altair). In this context, in 2001 ithe platform was
shared by. banks.in_five.of the.main. countries, while_in
Santiago de Chile a center for the design, development and

..maintenance.of IT systems was estabhshed which ensures

the platform’s future cohesion.
¢)..Risks: through. «exporting» to.the .new incorporations
(Banespa, Serfin, Caracas) the Group's «technology» in risk
matters. This has resulted in the Group’s banks. in Latin
America having NPL ratios and loan-loss coverage levels that
compare very favorably with those of the top competitors.in
each country.
d) Service quality: with common objectlves and standards of
monitoring and optimization.

.The.main focal points.of management.in 2001 were:

_'e_Increased. capture_of _customer funds, both on- balance

sheet (deposits and marketable securities) and off-balance
.Sheet {mutual and pension funds) Overall, funds.increased . .

10% in euros in 2001 once the impact of exchange rate
movements _is _eliminated.. The. Group paid particular
attention to maintaining the levels of hqwdtty of lts banks
in Latin America. .

* Improving the profrtabllny of the balance sheet. In Latm

America the Group has followed very closely the performance
of the assets and liabilities of all its units, optimizing the

Loans
Market
2001 Var. vs. share
Pta. MM.  Euro MM. 2000 2001
Argentina .726,850 ..4,368.5 (38.6%) 8.3%
Bolivia 62,890 378.0 (38.8%) 13.5%
Brazil . 1,051,878 .. 6,321.9 . .(0.6%) 4.6%
Colombia 99,728 599.4 . (27.5%) 2.8%
Chile 2,251,530 . 13,532.0 -(1'.2%) 27.6%
Mexico 2,801,699 16,838.6 3.3% 10.4%
Panama - 0.3 ). (99.7%) R
Paraguay 11,450 688  48% 3.8%
Peru 152,932 81910 (7.7%) 9.1%
Puerto Rico 894,047 5.373.3 8.8% 15.2%
Uruguay 90,328 542.9 2.9% 8.4%
Venezuela 472,296 2,838.6 5.6% 16.2%
Total 8,615,674 51,781.2 (4.5%) 10.5%
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On-balance sheet customer funds s
Market

2001 Var.vs. | | share
Pta. MM. EuroMM. | © 2000 | = 2001
Argentina 908,458 . 5,459.9 (-37.1f’/oi 79%
Bolivia 95,746 5754 (33.7%) 16.2%
Brazil 1,437,722 8,640.9 | (15.5%) 4.6%
Colombia 127,382 .765.6 ] ..(28.0%) 3.3% ..
Chile 2,796,561 16,807.7 | : 3.1% 26.1%
Mexico . 3,979,093 ..1239148 1 203% . [141%
Panama 418 250 (941%) | —
Paraguay. 15,572 93610 (68%). . 45%.
Peru 206,443 1,2407 . - 84% 5.6%
Puerto.Rico.......... 950,765... .| 57142 ... 9.6%.. ..154%..
Uruguay 119,656 719.1 26.3% 5.8%
. Venezuela. 828,037....| 4,9766{ . 56% | 116.6%. .
Total 11,465,852 68,911.2|. . 01%  10.4%

structure of its balance sheet and preserving’its spreads in an
environment of volatile interest rates. As a result of these
policies, net interest revenue against average total assets
increased 33 basis points to 4.91% between:2000 and 2001,
while the customer spread (yield on loans less ithe cost of
depesits) improved from 5.9 points to 6.5 points.

»_Greater development. of fee incomé and.commissions.
The Group has attached particular importance to growth

. in.fee income and commissions, not only through the . . .

revision of the prices of products and services, but also by

developing commission-generating businesses. The main.

areas of growth were credit and debit cards, foreign

.trade, transactional banking, bancassurance and mutualv.

funds.

at 3.32% at the end of 2001, 120 basis: points less'than a
year earlier. NPL coverage rose 18.9 percentage points to
128.6%. In market risk, despite higher volatility, ‘the daily
average VaR in 2001 was only US$:18.5 million.:
Control of operating expenses, :largely through the
improvement in processes and the downsizing of networks
and the number of employees to the standard set for each
country/unit. In the meantime, the progress made in co-

. ordinating some businesses and the .integration of some
areas in Mexico (between Serfin and Santander Mexicano)

..and Brazil .(between Santander Brasil and Banespa)
generated additional cost savings.

income statement and balance sheet

The financial information provided in this section is based on

«proforman».. figures. which. inciude the results for Retail.

Banking in Latin America, the units of Asset Management and
Private Banking and the investment Banking companies in
Latin America. In order to correctly interpret the financial
information on Latin America, one should take into account

_Risk control,.both credit and market. The MNPL ratuo stood.

the consolidation into the Group. of the:resuits of the Serfin
Financial Group (Mexico) as of May 2000; those of Brazil's
Meridional Group as of June 2000; Previnter (Argentina) as of
November 2000; Banespa (Brazil) since December 1, 2000 and

Banco Caracas (Venezuela) as of January:1, 2001 {although it .

was consolidated in the balance sheet as of 31.12.2000).

. Net attributable .income.of the different ,z;ctivitie's.'of the

Group in 2001 amounted to EUR 1,688.2 million, This figure

does not include the financing cost of the acquisitions made .

in Latin America nor the amortization of goodwm generated

.. by these acquisitions..

..Net attributable income rose 48.7%.over. 2000. The increase

was negatively affected by the aforementloned depreaanon

. of local currencies against the US dollar..

The changes in the consolidation perimeter do not affect
comparisons of business volumes. Managed funds in Latin
America grew 4.8% in 2001 in Euro terms (which includes
the negative effect of exchange rates). Deposits remained
constant, while mutual funds grew 20.6% and perision
funds 16.3%. Loans dropped 4.5% in Euro terms, as a
result. of the Group’s policy of preserving’ comfortable

levels of liquidity, both at a regional leve| as well as country

by country.

Mutual funds .
Market

2001 Var.vs. | : share
. Pta.MM.  Euro MM. | . 2000 1 . 2001
Argentina 51,252 3080 (79.9%) - 136%
. Brazil .. 1,201,734, .{.7.2226|. : 58% . .45%.
Colombia 28,102 168.9 64.4% @ 6.1%
Chile 259,980 15625 . 14% . 248%
Mexico 804,768 48368 139.8% i [12.4%
Peru 40,614 2441( 1193% @ '201%
Puerto Rico 55,596 3341 ¢ — | 218%
Uruguay 7.34 44.1 M57% - 16.3%
Venezuela 1,243 75 = 93%
Total 2,450,630 14,728.6 | © 20.6% 8.2%
Pension funds .
e Market
2001 | Var.vs. | . share
. Pta. MM. . Euro. MM. 2000 2001
Argentina 536,145 3,222.3 (9.7%) '23.4%
.. Colombia . 158,230, 951.0 i77.5% 12.7%
Chile 732,756 4,404.0 3.0% 11.0%
Mexico .. 454,533....1.2,731.8 70.1%. ... 9.0%
Peru 188,632 1,133.7 36.1% 28.1%
Uruguay 38,290 230.1 203.4% 182%
Total 2,108,586 12,672.9 16.3% 13.9%

e
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Detailed below are the main ,perfofmance highlights of the
various countries in 2001,

. Argentma

.. In Argentina, Banco Rio de la Plata had market shares of

7.9% in deposits and 8.3% in loans as at year end 2001. In
pension fund management business,

.market share was 23.4%, the highest’in the. country. The

_environment, the strategic guidelines of the different units ...

market share for mutual funds is'13.6%.

The climate of recession, the instability of markets, the rise

in.the sovereign risk_premium and the devaluation. of the
Argentine Peso affected the Group’s results in.2001. In this

of the Group with exposure to Argentina were:
o Preservation of liquidity levels, through a) greater capturing
of retail deposits, with specific campaigns when market
circumstances allowed it, ‘encouraging the replacement of
wholesale institutional deposits with cheaper retail deposits;
b) reduction of investment portfolio positions (public debt),
in order to boost liquidity as well as: reduce exposure to
sovereign risk; ¢) arrangement and/ar executron of external
financing lines. v
Optimization of the volume and structure of equity. Banco
..Rio.combined the maintenance of high capital adequacy.
ratios (13.6% compared to a minimum reguirement of

.11.5%) with. adjustment policies for capital levels.in line ..

with the readjustment of the balance sheet and
businesses. dictated by . the countrys economic..and
financial situation.

« Reduction of sovereign risk. Dunng 2001 exposure to the ...

_Argentine public sector (Central Government :and
provinces) was reduced by EUR 1,600 millien, from EUR
4,100 million to EUR 2,500 million. Most of the reduction
related to public debt positions in the securities portfolio,
both through sales as well as through the conversion of
debt positions to guaranteed loan assets under the swap
arrangement that took place in November. =

Tougher. credit risk controls through tighter admission,
monitoring and recovery procedures, :as well as increased
NPL coverage (from 95.5% to 100.2% in 2001) The NPL
ratio was. 5.0%.

In.addition, the Group has constituted.a ‘'special reserve of
EUR 1,287 million which covers the ent|re investment in
Banco Rio.

Excluding the provision .for this special reserve, .net .

attributable income in Argentina was EUR '58.0 million -in
2001 compared to EUR.231.3 million.in.2000.

« Bolivia
The Group, via Banco Santa Cruz, has market shares of
16.2% in deposits and 13.5% in loans.

Origenes AFJP’s.

The performance during 2001 was:very. positive, surpassing
all objectives focused on streamlining structures and
reducing risk. The number of branches and .employees was
cut by 54% and 46% respectively, :readjusting to the
business climate imposed by the country’s: economic
situation and, particularly, to the Group’s own risk reduction
policies. Although the NPL ratio remained high (12.3%}), NPL
coverage increased 30.1 percentage points t0:115:1%. Net
attributable income was EUR 9.6 million .compared with a

... loss of EUR 20.8 million.in 2000........

.e.Brazil.. .

The Santander Central Hlspano Group' is the third Iargest
private sector banking group. in Brazil. (Banespa, Santander
Brasil and Santander Meridional), with a combined market

.share of 4.6% in deposits, 4.6%.in_loans..and.4.5%..in.

mutual funds. The acquisition of Banco Meridional and,
especially, Banespa in 2000 were strategically decisive for
achieving the solid position that the Group: has built up in
the southeast of Brazil, the.country’s: most :economically,
dynamic region. :

The two main developments in Brazil: during 2001 were the
completion of the take over bid for Banespa, which lifted
the . Group’s. stake from .33.3%..10.97.1% . and.then..to..
97.8%, and the launch in April ‘of :the: Voluntary
Redundancy Program taken up. by more:than. 8,000
employees. Banespa also made significant progress in

.business activity: greater customer fidelity- and. expansion of

the customer base, growth in funds in local currency (+10%
for.the aggregate of deposits excluding escrow deposits and
mutual funds) and placement of 500,000 credit cards and
1,040,000 insurance. policies.

This progress was the result of the strengthening of business
capacities (rise in the number of busiriess managers,
customer segmentation and creation of client: portfolios,
training, etc) and the modernization :achieved through the
introduction of the Technological Renovation Plan. The
combined effect of business expansion, on the:one hand,
and the gradual reduction in operating expenses, on the
other, .improved the efficiency ratio to below 46%.

_The Group's net attributable income In Brazil was EUR 664.2

million, despite the impact of the sharp fall in ‘the Real
(28.4%.against the US$). Of this amount EUR:474.0 million
was generated by Banespa, which comfortably surpassed
the expectations made at the time of the acquisition, and
EUR 190.2 million came from Santander’ Brasil (with
Meridional).

s Colombia :
Banco Santander Colombia has a market share of 2.8% in
loans, 3.3% in deposits and 12.7% in pension funds.
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. Chlle

During the past two years, the Group’s rhanagement in
Colombia has been focused on recrganizing bisinesses and
structures, adjusting its strategy to the: countrys economic
and financial performance. Importance also contmued to be
attached to preserving asset quality, which cqntinued to
compare well with that of the main banks. In line with this
_strategy, the Group decided to make some 5exiraordinary
. provisions .and .write-offs at the end: .Qf,.ZOO‘I,‘
related to early depreciation of technological -assets and

.. other provisions., As a result, a loss of EUR 29 4 millionwas ...

made (income of EUR 7.7 million in 2000)

_In Chile, the Group. controls Banco. Santander Chile:and
Banco Santiago. Between them the. Group has a market
.share.of 27.6%.in loans and.26.1% in. deposnts The Group
also has market shares of 11.0% in pen5|on funds and
24.8% in mutual funds. :

The two banks performed well in 2001. Net attributable
income was EUR 290.2 million, of which EUR 195.1 million
came from Santander Chile (+3.3% despite the Chilean
peso’s depreciation) and EUR 95.1 million from Santiago
(+16.7% despite the aforementioned exchange rate effect).

.The efficiency. and profitability ratios:of the two:banks

continued to improve, with an efficiency ratio of 44.5% at

Banco. Santander Chile.and 45.4%.at Banco.Santiago..The ..

ROE for the two banks was 24.8% and 29.3%, respectively.

Banco Santander Chile’s improvement in its e:ffi_ciency ratio
(-2.3 points in 2001) was due 1o the good performance of .

operating costs (-10.0%), both from the streamlining and

_lower cost of operational processes as well asthe increase.in...... ... o EE I O
- The two banks have sound capital adequacy :and credit

the shift of transactions into lower cost alternative channels.
The improvement at Banco Santiago.(-2.2 point:s)vw‘as due
1o cost control (-8.0%) and the increasing loyalty of the
customer base, which enabled a widening of spreads.

In terms of credit quality, the two banks have standards in
line with the Group's policies (NPL ratios ‘of 2.75% and
3.20% and NPL coverage of 124.3% and 106.2% at
.Santander. Chile and Santiago, respectively).’

* Mexico

The Santander Central Hispano Group, through Banco
. Santander Mexicano and Serfin, is the third largest financial
group in Mexico, a key strategic market with a'market share
of 10.4% in loans, 14.1%.in deposits, '9.0% ‘in. pension
funds and 12.4% in mutual funds. ;

‘basically .. ..management,

- The strategy in Mexico is proving to be highly successful, as

evidenced by the positive performance so far.. The strategic
focus is to generate the maximum value: from the ‘two
brands (with different specializations: Santander Mexicano is
a universal bank, Serfin concentrates more on retail activity),
while integrating the management of 'some :businesses
(corporate . banking, .treasury, equities, mutual  fund
insurance..
between the two banks and subsequent cost savings.

Net attributable income was EUR 583.4:mi|li'on", of'which

EUR.360.7. million came from Serfin (compared with EUR
107.4 million in the last eight months of :2000 when its

. results were consolidated with those of the Group)and EUR

222.7 million from Santander Mexicano, 37.5% more than
in.2000.

Santander Mexicano increased net operating income by
82.0%. This was the result of 23.6% growth in net interest
revenue, largely from the improved structure of funds, and

" 2 31.0% rise in net fees and commissions, spurred by the

development of new products (for example, the launch of
Superfondos, an innovative mutual fund focused on the
medium income segment) and the positive performance of
trading .gains. lts_efficiency ratio improved by more than 8
percentage points to 46.1%. :

Serfin, meanwhile, improved its efficiency ratio by 15.0
.percentage points to 50.4%. in relation to its consolidation.. .

period in 2000. This positive performance was based on.cost

.. savings as well as the increasing development of |ts capaqty

to generate business.

quality ratios which compare well with their peer group.
Serfin's NPL coverage reached 146.4% and Samander
Mexicano’s 232.8%.

e Paraguay :

The Group has a market share of 3.8% in loans and 4.5%
in deposits. Banco Asuncion's strategy of :focusing on
restructuring its structures and presence, with very prudent
lending and provisioning policies, enabled it to improve its

.. credit _quality. indicators. Net &ttributable income reached

EUR 1.1 million, in line with the previous year.

e Peru
The Group has a market share of 5.6% in deposits, 9.1% in.

joans, 20.1% in mutual funds and 28.1% in pension funds,

), and. ach1ev1ng synerglesv
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The four strategic pillars during 2001 :Were: a)-development
of a differentiated business model, eliminating unprofitable
transactional clients. and focusing on the medium-high
income segment of individuals; b} reducing the NPL ratio and
increasing NPL coverage (from 70.1%:in 2000 to 104.1% in
2001); ¢) improving the structure: of liabilities in order to cut
the average .cost of financing and d) ;adjusting structures
(networks, employees) to the busmess environment.

Net attributable.income was EUR 6.5 million compared toa
loss of EUR 28.8 million in 2000: The 18.3% decline in
.operating.costs and. the.reduction in the weighied cost of
funds helped to improve the efflc;ency ratto to 48.4% from
.53.1%.in 2000. :

. » Puerto Rico.

The Group ranks second in the Puerto Rican fmanual system
in terms of business volume. Its market shares in deposits,.

mutual funds (mainly managed: portfolios). and loans are
15.4%, 21.8% and 15.2%, respectively.

During 2001, management priorities in Puerto; Rico focused
on the development of a business model based on integrated
management of the customer base and a segmented offer of

..products, promation of mortgages (with significant growth in
new loans) and the launch of insurance business.

Net attributable income fell by 54.0% to EUR 35.2 million

because of the US slowdown. and consequent sharp.rise.in
loan-loss provisions (+140.7%). :

* Uruguay

The market share for deposits stood at 5.8%, for loans at !
_ 8.4%, for pension funds at 18.2% and for mutual funds

at 16.3%.

 The Group’s strategy in Uruguay was focdsed on protecting

itself against recession, through a conservative loan policy,

_increasing Joan loss.provisions (+129.9%); maintaining high .

levels of fiquidity; and enhancing results via cost control, Net
attributable income amounted ta EUR 4.2 million, ‘with the
efficiency ratio improving 3.1 percentage. poihts to 49.3%

..and NPL coverage reaching 119.8%. ..

...» Venezuela ... -

After the acquisition of Banco Caracas at the end of 2000,

the Santander. Central Hispano Group ‘became the largest

financial franchise in Venezuela, with market shares in
deposits and loans of 16.6% and. 16.2%, respectively.

integrated management of the itwo. banks (Bénco de
Venezuela and Banco Caracas) is enhancing the Group's

.. competitive position, while the synergies: and cost savings

achieved are offsetting, through reduced costs, the trend of
lower spreads in the Venezuelan financial : system.. The
success. of the strategy is.underscored: by the results. Net .
attributable income was EUR 136.1 million. : ’
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‘Asset Management & Privatze=B'ankir'\g

income statement
Net interest revenue
Net fees and commissions
Basic revenue
.Trading gains
Net operating revenue
...Personnel and general expenses
a) Personnel expenses
... D). General expenses
Depreciation
...Other operating costs. .
Net operating income
..Income from equity - accounted holdings
Other income

Net provisions for oan - losses
Goodwill amortization
Income before taxes

Net consolidated income
Net attributable income

Balance sheet
..Loans
Government securities
_.Bue from banks.
Investment securities
...Other assets .
Total Assets / Liabilities
...Customer deposits / REPOs .
Debt securities
Subordinated debt
Due to banks
| Other liabilities :
Capital assigned L
Other managed funds (off - balance sheét)
Mutual funds
} Pension funds
1 Managed portfolios
|
|
I

Customer funds
Jotal managed funds

| Ratios (%) and other data

ROE

| Efficiency.ratio

J NPL ratio

‘\ NPL coverage

f Number of branches :

| Number. of employees (direct.and assigned). ..
\

Pta. MM.
30,257
144,283

174,540
..2,087.

176,627

. {75,513). ..
{47,734)
27,779)...

(9,489)
e 147
91,772
...10,525
(3,760)
(425)

. 98,112
69,537
64,254

..356,360 ..

2,112

1,072,603 ..

202,488

...68,169 .

1,701,732

..1,050,570

9,482
328,057

. 149,716
163,907
1,532,875
934,802
10,024
588,049
2,592,926
3,234,607

2001
Euro MM.

181.8
867.2
1.049.0
Joor 12,5
1,061.5
.. (453.8)
286.9)

{57.0)
551.6

(22.6)

(2.6)
589.7
417.9
386.2

{167.0).

0.8

63.3.4 .

127

1,217.0
409.7
10,227.6

57.0
1,971.7
899.8
985.1
9,212.8
56183
60.2
3,534.2
15,583.8
19,440.4

.2,041.8.1

6,446.5) ..

6,314.1.

34.94
42.75
0.09
234
6,804

2000
Euro MM,
132.4
727.2
859.6
225
882.1
(409.6)
(246.0)

(163.6) ...

(52.0)
(5.8
415.1

... A4
(40.4)
(2.4)
413.7
3208
289.8

1,204.9.

335
.5,068.0
1,182.3

529.2.

8,017.9
4,808.3

754

1,266.9
922.1
945.3

9,260.4

5,860.2

96.8
3,3034
14,144.1

. 12,278.3

31.12
.46.43
0.07

246
7.665

88 Analysis by business areas Santander Central Hispano

Amount
49.5
140.0

. 189.4
(10.0)
179.5

(a4 3)

{40.9)

3.4).

{5.0)
63
136.4
21.8
17.8
{0.1)

{ 176.0
912
96.4

- 936.8.

: {20.8)

. 1,3785

347
(119.5)

| 2,209.7
© 1,505.8..

(18.4)
704.8
(22.3)
39.8
(47.6)
(242.0)
(36.5)
230.8
1,439.7
2,162.1

(12)
(861)

3286
S 5271
(44.11)

- Var, 2001/2000.

(%)

3739

19.25
22.04

{44.35)..
: 20.34
..10.81
- 16.62
207

9.65

;4.42

42.54

3029
. 33.27

27775 .

62.08)
.27.20

293

(22.58)
: 27.56

31.32
(24.42)

55.63

S (2.41)

4.21

:(0.51)

4.13)

(37.74)

6.99
10.18
12.51

(4.88)

{11.23)




Asset Management and Private Banking

Net attributable income rose 33.3% to EUR 386.2 million (Pta.

64,254 miliion). The increase was: accompanied by an

improvement in the. quality of earnings.as reflected by the .

Group’s capable performance in asset management, chiefly
mutual and pension funds, bancassurance and private banking

_.activities.. Net_ operating. income ‘increased .32.9% and the .

efficiency ratio improved 3.7 percentage points to 42.8%.

These results were particularly positive' given the unstable

_international. environment. .Despite.. this, . the \measures..1o ..

boost efficiency, the marketing effort made to distribute
products through the different net\Norki, the correct fevel of

Efficiency ratio
.Asset Management and Private Banking
% .

Net operatmg income

42.75  .368b.p.

geographic diversification and the segmentation of clients,
enabled Santander Central Hispano to:sustain :a better
performance in asset management:and private  banking
than its competitors. The change in the consolldatlon
perimeter also had a favorable impact. - |

At the end of 2001, total assets includihg discretionary
portfolios and mathematical provisions, increased.5.9% to
EUR 131,375 million (Pta. 21.9 trillion). The Group increased
its. market share in almost.all products....-... .

The main results and. figures of each of the business units
were as follows: :

Asset Management and Private Bankmg

2000 Co 2001

» Asset Management in Spain

The pension and mutual funds division in Spain continued to
gain strength, consolidating its {eadership position in the
domestic market. In mutual funds' in Spain,: Santander
Central Hispano has a market share of 26, 3%, up from
25.4% in 2000.

Pension funds for individuals reached as of September
(latest official data available) a market share of 19.4%
which places Santander Central Hispano as leader in this
segment.in Spain. .

Euro MM,
551.6
415.1 o 4329%
2000 _ . 2001
Mutual funds. Market share
%
;263
254 1 490 b.p.
231 |
1998 ...1999 2000 2001 1
]
|
i
|
|
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Assets under management in Spain .
: ‘% var.

Euro MM. _ 2001 . | 2000
Mutual funds 48,352 : | 0.0
Pension funds . 5444 . . 102,
SIM and SIMCAVs - 2,757 . 360
Real estate mutual funds 1136 2717
JFotal L e 57,688 ... . .26 ..

The table sets out the performance of managed funds by .. . . 5 T S
Following these operations, the Group has 7.6 mitlion:clients

type of fund, with real estate funds growing 27. 7%, a

product where the Group has.a market! share of: over 75%.
I making Santander Central Hispano one:of the reference
it_is. also. worthy. to_note the 360% ,vincre:ase :.in other__... : s

«collective investment institutions»: (basically: SIMCAVS)

..which..confirm.Santander. Central..Hispano’s. jeadership .in
Private Banking in Spain. The success of our :strategy was
underscored by the creation during 2001.0f 124 SIMCAVs,
20.1% of the total number established, Ieadrng 1o a market
share of 19.6%. : - :

Alifunds Bank was launched during 2601 gth:e first entity for .

the trading, selection and contracting of third party funds in
the Spanish market. It already maintains agreements with

almost .all _international fund. managemem companres,,..

present in Spain and holds distribution contracts with 18

..Spanish. and.. international...entities.. with.. joint..marketing .

volume capacity in excess of EUR 63,000! million (Pta. 10.5

trillion)... These - agreements .will provide . retail networks .

(Santander Central Hispano Group and'extern:aliones) with

.access to the products. of more than: 40 rnternanonal fund...

management companies.

Optrmal lnvestment Advrsors the other prorect begun

during 2001, gives the Group a srgnmcant presence in
alternative investment business, one of the_segme_nts of
asset management with the largest' growth potential. At
year end, assets under management exceeded EUR
2,300 million. :

* Asset Management in Latin America

Pension fund business in Latin Amerita continued to
perform well. Income. before taxes was.EUR 17.1.3 million.

(Pta. 28,504 million), with the decline registered by Origenes
_.(Argentina)..comfortably offset by the other pensron fund
management entities.

. The restructuring of pension business in LatinAmerica was

completed in 2001. In Uruguay the merger of Santander
AFAP and Comercial AFAP, creating Afinidad AFAP (50%
owned by Santander Central Hispano) with:a market share

of 20%, was completed. In Argemina, the ‘merger of .

Origenes and Previnter was concluded Meanwhile,’ the
accounts in the public pension system in Mexrco were

.. distributed, increasing..the .number .of clients. in. AFORE

Santander Mexicano by more than 500,000,

and.manages EUR 12,673 miflion of assets (Pta. 2.1.trillion),

groups in this. market

... The volume of mutual funds under management increased

20.6% to EUR 14,729 million (Pta. 2.5 trillion). : Net
attributable income. increased 102.5% 1o EUR 19.7 million
(Pta. 3,285 million).

¢ Private Banking

In Spam Santander Cen‘tral Hispano ended the year wrth a

leading market position in private bankmg

BSN Banif, as an independent entity, 'is:the bank iin the
Group .dedicated exclusively. to private .banking. 1t is
currently leader in the segment of services to Iarge fortunes,

with a.market share of 35%...

BSN Banif continued its business. strategy rw:itnvthe;.opening .

of new branches, the incorporation of new agents and the

..innovation of products (structured, certified, new range of .

funds etc). This dynamism is reflected in a 9.1%:increase in

funds under management and 7% increase in number of

clients. BSN Banif's net attributable income was 8.3%
higher than in 2000.

Santander Central Hispano .Banca Privada completed its
operational merger and adapted itself to the new retail
network structure in Spain. In terms of managed funds, the
performance during. 2001 has been very favorable, iresulting
in assets under management reaching EUR 10,137 million,
47% more than in 2000. !

In.International Private Banking, net attributable income
rose 22.3%. This was due to an intense business drive
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(assets under management grew 15.7%) and cost control

effort which enabled the efficiency ratio to decline to 46.4%
(an improvement of 2.6 percentage points).. . .

Santander Central Hispano conside}s this to be one of the
fastest growing business areas and has therefore adopted an
expansionary strategy, taking into' account the global

... econormic situation. In this regard, marketing teams are being

reinforced and new domestic private banking projects have
been.launched in Brazil, Chile and Peru.which,.together with
the activities already consolidated in Argentina and Mexico,
enhance Santander Central Hispano's positioning in domestic
private banking in Latin America. | D

¢ Insurance

During 2001, the Group completed, together:with MetLife
and Generali, the reorganization: of its stakes in’ Spain. The
structure of bancassurance business was streamlined and
organized into two companies, Santander Central Hispano
Seqguros (individual insurance): and Santander. Central
Hispano Prevision (insurance for collectives)..

The development of bancassurance’is one of;thé priorities of

Santander.Central Hispano in Spain, which has resulted in.a

larger business presence and ‘a :significant rise in. the
parameters, of activity..Of note .is. the.strong activity in

collective. income insurance, a product tha_:t captL_';red.EUR
2,222.7 million of mathematical provisions in 2001, 98.5%
more than the proforma amount in 2000. Good progress
was also made in life insurance products; one of the most
profitable. business segments, with. growth. in .premium
income of 35.1% over 2000.

..In Latin America, bancassurance activity. was.one.of the main

priorities in 2001 of Santander Central Hispano because of its
contribution to results and high growth potential..:....

Development of business strategies that are sharply focused
on the needs of specific segments, as well as full integration
of bancassurance products. within the networks of each
country to make them more accessible to clients, remained

a priority. The success of this strategy is reflected inthe 33% ..

increase in total premium volume to EUR 620.7 million (Pta.
103,283 million). Net attributable  income from insurance
activity in Latin America amounted to EUR 109.8 million
(Pta. 18,270 million), 218% more than in:2000.

Projects. carried out during 2001: includé the full
incorporation of Banespa Seguros 'into the: Group’s
bancassurance activity, the launch of insurance business in

..Venezuela and the repositioning in. Chile; where insurance

agencies were sold (Vida Santander. and: Reasequros de Vida
Soince-Re).in order. to focus on bancassurance.
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Global Wholesale Banking .

Income statement

Net interest revenue .
Net fees and commissions
Basic revenue

...Trading.gains........

Net operating revenue

Personnel and general expenses. ...
a) Personnel expenses
b).General expenses

Depreciation

Other operating costs

Net operating income

-Income from equity - accounted holdings .. '

Other income

Net provisions for loan - losses
Goodwill amortization
income before taxes

Net consolidated income
Net attributable income

Balance sheet

..Loans

Government securities

Due from banks

Investment securities

Other assets . .
Total Assets / Liabilities

. Customer deposits / REPOs ...

Debt securities

..Subordinated debt ..

Due to banks
Other liabilities
Capital assigned :

Other managed funds (off - balance sheet)

Mutual funds

Pension funds

Managed portfolios
Customer funds
Total managed funds

. Ratios (%) and other data ..

ROE

__Efficiency ratio

NPL ratio

..NPL coverage

Number of branches

Number of employees (direct and assigned) ...

Pta. MM.
102,929
63.811
166,740
12,061
178,801
(71,004)
(46,683)
(24,321)
(4,802)
(413)
102,582
(3,247)
(10,497)
88,838
66,070
65,310

:....3,726,673 .

1,181,693

...9,098,640.

844,653
1,671,746
16,523,405

..4,677,342

158,836
.. 109,393

6,794,716

4,460,764
322,354
137,786

71,524
66,004

258
5.083,357
16,661,181

2001
Euro MM.
618.6
3835
1,002.1
725
1,074.6
{426.7).
(280.6)
(146.2)
(28.9)

616.5
(19.5)
(63.1)
533.9
397.1

3925

.22,397.8
7,102.1
54,683.9
5,076.5
10,047.4
99,307.7
28,1114
954.6
...652.5
40,8371
26,809.7
1,937.4
828.1
4299
396.7

16
30,551.6
100,135.8

18.73
13971
0.85

239.89..
44

2,640

(2.5).]. ..

2000
Euro MM,
486.1
375.0
861.1

126.8....

987.8

(434.3).

(286.2)
(148.0)
(40.6)
..12.3
525.3
(3.8)
(78.0)
443.5
3395
339.7

25,260.1.

5,577.2

.41,562.7.

6,489.8

8,9923 ..

87,881.9

22,0785 .

922.6

..795.2.

48,967.5
12,981.6
2,136.5
1,301.2
953.2
346.0
2.1
25,097.6

89,183.2 .

.

15.12
43.96
093

173.59..

46
2,992

' Var, 2001/2000,

Amount . (%)
1326 2727
85 226
" 1410 . 16.38
(54.3) (42.82).
86.8 = 8.78
.15 (178)
|57 1(1.98)
19 . (1.26)...
117 (28.83)
D48 L —
91.2 - 17.36
(15.7)
149 (19.12)
90.4 . 20.38
57.5 ' 16.95
52.8 @ 1555
1(2,862.3). (11.33).
£ 15250 @ 27.34
13,1213 3157,
(1,413.3) (21.78)
1,055.1 ¢ 1173
© 11,4257 13.00
© 60328 .27.32.
320 . 347
(137.8) (17.33)
(8,130.4) (16.60)
13,828.2 106.52
(199.1) : (9.32)
(473.1) (36.36)
(523.3) (54.90)
507 14.65
0.5 (25.18)
54540 : 21.73
10,9526  12.28
; 2) :(4.35)
. (352) . (11.76)
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Global Wholesale Banking

This area covers corporate banking, treasury and capital
market activities and investment banking, both in Spain and

in specialized units abroad (foreign branches and brokerage

units). This area comprises 44 branches and 2, 640 employees
(direct and assigned).

Income statement

Net attributable income rose 15.6% to EUR 392.5 million
{Pta. 65,310.million)..ROE was.18.7%.(15.1%.in. 2000).......

.. The income statement shows.a: favorable performance.in

net operating income (+17.4%), isustained by the good

performance of net interest.revenue (+27.3%), the increase, .

though moderate, in fees and Commissions: (+2 3%) and a
1.7% reduction in costs. .

This performance was reflected in the 4.2 percentage points
improvement in the efficiency ratic to 39.7%. All the increases
were affected, to some extent, by the different consolidation
periods of the investment banking units in Brazil and Mexico.
This highlights . further the cost reduction mentioned- earlier.
Excluding Latin. America, the reduction:in expenses was 2.8%
despite the negative impact of the deprecnatlon of the Euro on
US$ denominated expenses.... '

Business activity..

. Global Corporate Banking.....

During .2001, this whole area (including :Spain_.and. the
branches abroad) continued to perform satisfattorily despite
the uncertain environment and. the global® economic

Efficiency ratio

Global Wholesale Banking
%

43.96

39.71

-425 b.p.

* . slowdown. In Spain, of note was the 16.8% Qrthh in net

operating income, backed by the sharp rise in nei interest
revenue (+14.0%) and the remarkable fall in general
expenses (-10.1%). As a result of the favorable performance
of revenues and costs, the efflaency ratio lmproved 515
basis points to 25.4%. : :

Also..noteworthy. was _the. fact. that these results were
obtained despite the fall in lending in 12001 :(-3.0%).
Consequently, the improvement was' due largely to. higher .
spreads and optimizing client relatibnship‘proﬁtébility.

The creation of the Corporate Loan Active Man‘agement

.Unit, responsible. for optimizing. the risk-return. relationship,

also contributed by increasing : diversification and

:...establishing an active.pricing policy. During the first half. of

the year, the first synthetic securitization :operation ‘was
completed («collateralized loan obligation») relatmg to a
loan, credit and financia! guarantees portfolxo amountlng to
EUR 1,400 million : '

2001 saw the consolidation of the processes' in Global
Corporate Banking, adapting and fine-tuning its
development to clients’ needs and to the requirements of

_the..Group. The. area.renewed its ISO . certification for.

another three years, adapting it to'the requnrements of the

_new IS0 8001:2000 rules.

This_continuous.improvement .effort is. appreciated. by our
clients. According to the customer satisfaction figures of an

...independent_company, Santander..Central Hispano.scored

4.51 out of 5 in corporate banking activity, the highest
mark.compared. with other. financial entities, and 4.26 out.
of 5 in service quality, also the h|ghest among entities
operating in Spain.

~. Net operating income

Global Wholesale Banking
Euro MM.

6165

5253 +17.4%

2000 2001

2000 2001
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Highlights during 2001 include:

» Participation in different syndicated loans amounting to
EUR 13,612 million. Of note was the Bank’s role as lead
manager in the EUR 2,390 million. syndlcated loan of
Amena. :

» The issue of guarantees totaling EUR 3, 399 mllhon
Financing linked.to mergers and. acqunsmons amountmg
to EUR 206 million.

.Trade Finance with banks. amountmg t0.EUR 2, 095 mllhon

» Advisory services related to, among others; the debt

In. Latin America, the professionalism: of staff, customer
satisfaction and excellent control of all operations resulted
in the recognition as «Best Treasury in Latin America»
awarded by Euromoney. The main treasuries in the region
also. improved their positions in .the customer survey
conducted by the same magazine on service quality in

* foreign. currency transactions. Competent management

_produced higher than expected revenue despite Argentina’s

crisis. Risk exposure in Argentina was gradually reduced,

. .taking advantage of favorable opportunities in the. market.

restructuring of .various . electricity. companies .in..Latin ... .

America and a merger process in Spain;

two large Spanish electricity compames and underwriting

» The arranging of loans for financing the iconstruction of
manufacturing plants, totaling EUR 1,032; million. |

The arranging of a SBLC credit line for. a_ construction
company to finance the building of a motorway in Latin
America, amounting to EUR 67.6 million. ; :

The granting of credit lines (bilateral, syndlcated and
MIGA), revolving credits, US commeraal ‘paper, trade

.The awarding of the management of the péhsmn fundsof ...

.the.pension commitments of the executives of another. ...

finance, .issuance of guarantees and letters of credit:and ...
__lines _for. the_deposit _of._ securities: W|th mtematlonalvv, .

financial institutions totaling EUR 14,734 m|lhon

..» Short-term_lines with_international. fmancnal mstltutlons .

from Madrid, amounting to EUR 6, 056 mllhon

. Treasury and Capital Markets

This area surpassed the revenue goals set for 2001, strictly

A significant role was also played in the debt swap in June.
in’. Brazil..the..group’s. enhanced potential . after  the
acquisition of Banespa was exploited, through effectlve and
profitable coordination.. R

_In.Mexico, the strength of Santander and Serfin was Qsed to

become leaders in the ranking of fixed income market
makers and to become one of the Top 3 inithe currency
market. Our banks in Chile began to operate in the recently
launched futures and options market in local interest rates. In
Colombia, Santander Central Hispano stepped up its activity
in local markets and played an important role in the US$
dollar public debt swap. In Venezuela, the: first structured
product for large scale distribution was completed. :

In_short, despite market turbulence, excé!lenf results were

_.achieved. thanks_to. the. traditional. focus ‘on clients:and.

rigorous and competent risk management. Further progress

.was also. made.in_the generation of synergies, . principally.

..meeting..the risk limits_set and. making effective. use of ...

capital. The focus of Treasury was clear:: to . improve

customer service in order to strengthen the busmess of the ..

franchise.

Of note in the Spanish and European market was the launch
of Centradia, an .internet trading platform _for: treasury
products which has already completed its first transactions.
The Spanish Treasury recognized Santander Central Hispano
as one.of the five largest Spanish debt:market makers, the
highest fevel of recognition awarded :by this body. Also

noteworthy was the launch of the sale of liquid warrants to .

the retail sector. Santander Central Hispano ‘was the- first
Spanish bank to enter this promising secter. In:addition, the
collateral system was established, ‘which will reduce the

- consumnption of counterparty lines, following the philosophy
of optimization of resources. In the US, progress continued
to.be.made in business development, with.a significant rise
in the number of active clients. The treasury department
consolidated itself as the Latin American, asset distribution
center for US clients. Of note was ‘the role played in
Argentina’s foreign debt swap in June.

with the transfer of knowledge from developed to emerging
markets, making.us_pioneers in these countries.:. |

« Investment Banking

This area had a positive performance in:a complicated
environment. Net operating income rose 11.9% to :EUR
222.5 million and net attributable income was up 13.8%
at EUR 170.8 million. The main factors at:play were 11.9%
growth in net operating revenue, an efficiency ratio of
43.7% and prudent management in: a volatile
environment. P

During 2001 the area continued to stren'gthen its-three basic

. strategic pillars: 10 consolidate Santander CentralHispano as

the reference investment bank for markets. in Southern
Europe.and Latin. America; to. meet the levels of profitability :
and recurrent revenue required by the Group and to strictly

_ fulfillthe Groug’s.improved efficiency. ratio: target through. .

In" this context,

rigorous cost control.

and throughout 2001, the: Group's
investment banking division devoted a -lot of time to
analyzing the environment and opportunities, in ‘order to
optimize its structure and operations, adapt them to a more
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competitive. and changing environment and! improve .the ..

levels of profitability and efficiency. Highlights include:

* reorganization of the teams and operations in New York
and in the Latin American brokerage companies;
consolidation and strengthening of our capacity to advise
and. execute cross-border mergers and acquisitions .in
Europe and Latin America;

units of Santander Central Hispano(operational.functions
of customer relationship teams with Corporate Banking
...and.Treasury, specific promotion.of securities for. retail
clients through the Bank's network; marketing and
.origination with branches abroad, etc), '
increased European presence and:coverage of-equities,
with the opening.of units.in. Germany, France and haly;
launch and expansion of new ‘technological operating
methods in. custody and depository of securities, and
development of new products and services for issuers;
. » increased coverage of corporate financing business, with
specialized advisory services for SMEs, and with presence
.. and attention for European clients;:
launch of new securitization and restructunng products in
the Structured Financing area.

Some recent rankings highlight the cbnsqlidation of the

Group’s investment. banking areas.in .s’p'eciali'zed markets: ...

first place in the Bondware ranking of equity operations.in

. Spain; Top Rated by Global Custodian.in custody services.in
Portugal and «commended» in Mexico ‘and: Argentina; first

_place.in the ranking of. Corporate ‘Finance in.Spain.by.the
magazine Global Finance; «Deal of the year» iin Structured
Finance. (Project. Finance); sixth..place in: the Thomson
Financial ranking of mergers and acquisitions in Latin
America; «most.read analysts in: Latin ‘America» in the
Thomson Financial Latin America; 2001 ranking (analysis
team of Santander Central Hispano Investment); first place
in Latin Finance for stock market analysis by countries and
fourth place in its «overall Latin America equity ranking».

In mergers .and acquisitions advisory activities in Spain,
_noteworthy._operations were those with. SEPI (privatization
of Ence), Endesa (purchase of Elettrogen), CIRSA and Saint
Gobain. . In Portugal, of note were the.leasing:operations

coordination and development of busmess w:th other

structured for Metropofitano in Lisbon and for STCP. ‘In
cross-border operations, operations such as the privatization
of Enitel in Nicaragua and advising Osborne in its acqmsmon
of Herradura were undertaken. :

In stock market IPOs and secondary offerings in Spain,
Santander Central Hispano led, aé,global,coordinator, all
three placements.of Spanish shares during the.year (Iberia,
Inditex and Ence) and made two accelerated placements
via block trade (Europistas.and.Aceralia). In_Latin America,
the Group participated in three (Entel |, Entel I} and
Embraer).of the four IPOs in the region. It also participated.
in the takeovers of Banespa (Brazil), Epsa (Colombia) and
Chilectra (Chile).

In equities brokerage, Santander Central Hispano Bolsa was
ranked first in the sector by profits and trading volume
{accumulated volume market share of 12.8%, and 15.7%
including Banesto Bolsa), as well as maintaining a leading
position in Latibex (market share of 39.4%). In Latin
America, Santander Central Hispano Investment still leads
the rankings for brokerage and analysis in local markets, and
is the leading broker for 170 Latin American companies. Its
market share of fee income generated from brokerage of

_ordinary. shares and Latin American’ ADRs. reached 8.6%

{5.1% in 2000 and 4.5% in 1999).

In Structured and Project Finance, of note: were the

operations. with. Amena, Avasa,. Canal, Segarra. Garrigues,

Grubarges, Zabalgarbi, Scut do Algarv_e (Portugal), .and

several..wind-power...parks.. In_.Latin America,i highlights .
include the operations with CIEN If (an Endesa:project for

the. electrical interconnection . of - Brazil..and.. Argentina),

Energia Norte (Brazil) and Edenorte ‘Edesur (Dominican

Republic). Of note in acquisition finance Eahd'restructuring

were the operations with CIRSA, Areas Dogi, etc..

In Global custody, the Group maintained bnsk growth in
capturing new. clients, with rises:in depository business,
the insourcing of the accounting requirements of clients,
and services to issuers. Lastly, technological progress was
made with the launch of the new application for foreign
securities, which substantially lmproves operatlons and
service quality. :
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Corporate Activities

Income statement

. Net interest revenue =
Net fees and commissions

. Basic revenue

Trading gains............
Net operating revenue

..Personnel and.general expenses ... ...

a) Personnel expenses
b) General expenses..
Depreciation
‘Other operating.costs. ...
Net operating income
.Income from equity - accounted. holdings. ...
Other income !
. Net provisians for loan - losses
Goodwill amortization
Income before taxes
Net consolidated income
Net attributable income

Balance sheet . (R N
_Government securities, Bank of Spain certificates ... ... T
Investment securities : ; :
..Goodwill .
Liquidity lent to the Group
.Capital assigned to Group areas
Other assets

.. Total Assets / Liabilities . .

REPOs

..Debt securities

Subordinated debt

Preferred stock

Other liabilities

Group capital and reserves

Other managed funds (off - balance sheet)
Mutual funds :
Pension funds
Managed portfolios

Customer funds

Total managed funds

Resources

.. Number of employees (direct and assigned)

Pta. MM.
(73,479)
{6,686)
(80,165)

..(10,496)...

(90,661)
. {78,493)
(41;905)

. (36,588)........

(20,070)

L1073

(188,151)

68,366.........

312,164
498
(311,132)
(118,255)
(93,712)
(188,605)

.2,280,074
1,970,637
1,641,206
3,291,703
2,497,338
2,096,852

13,777,810...

2,064,841

1,520,125

..3,727,832.....

968,347

2,502,890
2,993,776
18,234
17,316
918

13,796,044

.. 6,815,781

2001
Euro MM.
(441.6}
(40.2)
(481.8)
(63.1)
(544.9)
(471.8).L
(251.9)

(120.6)
6.4.1
(1,130.8)
e 810,91
1,876.1
.30
(1,869.9)
(710.7)
(563.2)
(1,133.5)

11,8438
.9,863.8 |..
19,7835
.15,009.3
12,602.3
.82,806.3
12,4099

9,136.1
5,819.9
15,042.7
17,993.0
109.6
104.1
5.5
40,963.7
82,915.9

=]

- A218.9) 1. .

13,7035 | ..

22,404.7 | .

l 2000
Euro MM.
(188.9)

(32.9)

(221.7)

155.2......

(66.5)

.{420.3) ...

(177.8)
(242.5)
(95.2)

=N N

(572.9)
630.0
219.4

66.1

(596.7)

(254.2)

(106.5)

(575.5)

.10,106.9....

10,136.7

11,617.7.....

46729

.16,222.3...

22,1034

74,859.9 ..

9,862.7

21,564.2..

6,847.2
6,066.9
13,581.9
16,837.0
137.8
1331
47

31,2380 ... .

74,997.7

2,281

Var. 2001/2000
Amount | (%)
(252.7) (133.82)
- 73) (22.23)

. (260;1) (117.28) .
(2183) . —.

4784) @ | —

e B1.5). 1225
. (740) 4164
1226 0.(031).
(25.4) © 26.70

L L.(2.6).(29.03)
(557.9) (97.37).
(219.1)..(34.78)...
16567 —
L (63.) (95.47)
(1,273.2) 213.37
. (456.6) (179.63)

(456.8) (429.09)
(558.0) (96.96)

| . 3,596.6.. 3559 .
L 1,707.% 1684
.(1,753.8) (15.10)
15,110.7. 32337
.(1,213.0).. (7.48)
1(9,501.1) (42.98)
. 79464 10.62.
[ 24473 | 2456
...8405 390
© 2,2890 | 3343

(247.0) ' (4.07)
14608 - 1076

1,1559.  6.87.

(28.2) (20.46)
(29.0) (21.79)
108 17.23

.9,7257. 3113
. 7,9182 1056

1,109 4862
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Corporate Activities

Income Statement and Balancé Sheét

_..Due to the characteristics of this area, the negative results

for the year relate to the financing costs of investments in

financial..and industrial entities, céntralized costs of a .
..corporate_nature, additional provisions and. amortization.

of goodwill in consolidation. On the revenue side the most
significant .feature is the contribution to results of .the
financial and industrial companies in which the Group
holds stakes.

Basic . revenue._declined . over. 2000, due to .the higher ..

financing costs related to the new investments made. The

-increase in operating costs.refers. mainly to the anticipation

of costs relating to corporate . projects that will be
progressively assumed by each business area. In addition, the
costs relating to the internetization process which directly
affect other business areas are charged to those areas.

Income from equity-accounted holdings, ibefore dividends,

declined because of the lower contribution of the European
bank allies (except Royal Bank of Scotland). The reduction is

..larger.in_net terms due to. the higher volume of. dividends .

from Group companies, which are included in net interest
revenue, i

_Other income includes the gains_from: the sale of stakes,

mainly Vodafone, Royal Bank of Scotland and:MetLife. This

__enabled early amortization of goodwill of EUR 229 million ....

and the assignment of EUR 1,244 million to a special reserve

(which_is. also .included. in_this area’s income statement).to. ...

take place. Lastly, the results of mmonty interests relate to
preference share dividends.

The growth in the balance sheet of this drea between
December 2000 and December 2001 reflects Group asset
and liability management and, particularly, the rise in the
securities portfolio and the additional financing required due
to increased activity in the Group’s business areas.

Alliances

(*) Dividends and income from equity-accounted holdings included.

- _The increase in the financing needs of the other areas of the

Group produced a rise in total assets of EUR 7,946 million
{Pta..1.3 trillion), which were largely fihanced by the issue of
debt securities and subordinated debt.

Main activities

_Because of the high profile of some of:the activities in this

area, the basic figures of Alliances, the Industrial Group and
Patagon.are set out below. The financing costs of the stakes
held in Alliances and the Industrial Group are offset by their

‘contribution to results. .

Alliances generated net.income of EUR 77().9 million. (Pta.
128,259 million), in line with its contribution to results in 2000.

.. The higher cost of financing these investments and the lower

income from equity-accounted holdings, in line with the
reduced income of most European banks during 2001 (with
some exceptions such as Royal Bank of Scotland) was offset by
the higher. income generated from: disposals. | Unrealized
capital gains still amount to around EUR 3,000 million.

Besides their contribution to resuits, the importance of the
good relations maintained with the allied banks was once
again.manifested during. the year, particularly following the
sad circumstances in September. Immediate and constant

..communication..at. all_levels. with_Royal .Bank .of Scotland .

helped to gain a better undefstanding of the new
chalienges. facing. the. financial world, identify areas of .
greatest impact and establish anticipatory actions.

In 2001, Patagon generated in Spain an obeyating profit of EUR
2.3 million, before marketing expenses, _reducing._siQniﬁcantly its
losses to EUR 16.2 million, 61.4% less than in 2000.

These results were the fruit of the decisive bid for growth and
cost control. .On the one hand, Patagon Spam developed
significant campaigns which enlarged its ‘customer base to

. 243,500 (52% more than in 2000) and the itotal volume of

on- and off-balance sheet business increased 44% to EUR
2,812 million. On_the other hand, general and personnel

..2001 1 ...2000. ° ‘ Var. 2001/2000
Pta. MM. Euro MM. Euro MM. Amount (%)

. Contribution to. results (*) 89,785 539.6. 652.5 (112.9). .(17.30)
Financing costs (47,351) (284.6) (213.1) (71.5)  33.57
Revenue 42,434, 255.0 439.4 (184.4)  (41.96)
Operating costs (363) (2.2) 4.3) . 2.1 (49.02)
Realized capital gains.and other. . 107,310 644.9 409.3 .. 2356 ..57.55 .
Income before taxes 149,381 897.8 844.5 533 6.31
Net attributable income 128,259 770.9 7721 (1.2) (0.16)

1
|
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. expenses fell 30%, with a major contnbutlon made by the .

34% decline in marketing costs.

The positive financial performance durihg 2001 ‘ brought

Patagon close to its goal for 2002: to generate posmve net . ..

|ncome in Spain.

The many.recognitions received duringvzooi for.the huality e

of Patagon’s products and services also icontributed to
.achieving.the objective..They included: second. best Spanish

on-line broker and the seventh in Euiope_by Blue Sky; best
.. banking website in 2001 by popular vate of |-Best; second ...

best on-line Spanish broker according to AQmetrix. :

The transfer of the Patagon model to the German market
With .the. operational .and..

produced..similar. results.
business support of Santander Direkt Bank, ‘Patagon

. Germany balanced its operating results. Thanks .to the

launch in February of the high yield on-line account and,
in August, of the on-line. broker service account,. the
number of clients reached 130,000 and the volume of
funds was. close to EUR 1,700 million at year end. A new
web page was also launched in August whlch recorded
250,000 hits a month. :

The strategic management of Santander Central: Hispano
Group’s industrial portfolio provides optimal and selective. ’

investment diversification. As a result of this strategy; the
. Group. is present in_sectors with high growth_potential,
mainly telecommunications, holds stakes iin: the leading

..listed. Spanish. companies. in. the_energy, construction and...

real estate sectors (with consolidated positions’ in their

...markets but not exempt from strong .‘grth.poténtial),.and o

hold shares of more than 30 medium-sized European' and
Latin American companies from different sectors, which are
in various stages of maturity and whose common feature is
a high revaluation potential. ;

This strategy allows an adequate diversificaftidn :of; risk and
to maximize the results contributed to:the :Group through

dividends, equity-accounted income and the generation of.

Industrial Group

I 2001 i . 2000 ‘

Pta. MM, Euro MM, Euro MM. Amount (%)
Contribution ta results (*)..... . 37,933 . 228.0 249.7 2217 (.8]0)
Financing costs (33,104) (199.0) (134.2) (64.8) ' 48.25
Revenue .. ..4,829 ..29.0 1155 .(86.5).. (74.87)
Operating costs (1,932) (11.6) (9.5) S 2166
Realized capital gains and other .. 186,708. 1,122.1 209.2 . 912.9 43641
Income before taxes 189,605 1,139.5 315.1 824.4 261.59
Net attributable income 190,166 1,142.9 246.0 896.9 364.62

(*) Dividends and income from equity-accounted holdings included.

.will increase..t0..23.49%..

ca‘pital gains from the sale of stakes. Moreover, unrealized .

capital gains amount to more than EUR 3,000: million. -

Divestments in 2001 totaled EUR 3,075 million, mainly due
to the sale of 1.18% of Vodafone (reduction of the Group's
stake in Vodafone to 1.53%, generating capital :gains of
EUR 1,712 million), 0.86% of Ahold, 0.68% of Wanadoo,
0.17% of.Unién Fenosa,.2.14% of FCC,.0.45% of. Zeltia,
3% of Hidrocantébrico and 9.70% of BtoB Factory.

Investments totaled EUR 915 million. The 3méin investments

included. .the acquisition .of 9.77% .of. AU_NA lifting' the.

Group’s stake to 10.87%) and the subscription'to tﬁe capital

.increase. made. by..this. company..in..May.: Following' the .

agreement reached in December, the Group’s stake.int AUNA
Other_investments. include: the
acquisition of 1.39% of Unién Fenosa, 0.67% of
Vallehermoso, 11.39% of Probitas Pharma (sixth largest
world producer of human plasma derivatives), 4% of AOL
Spain (to complete the 40% stake after the entry of AOL
Time Warner), 44.3% of Islalink (which ‘will - build ‘and
operate a cable under the sea between Valencia ‘and
Mallorca in order to provide telecommunication: services to
other operators) and. 6.90% of the cable operator ‘of the

.. German state of Baden Wirttemberg....

_ The Industrial Group generated net attributable’ income of

EUR 1,142.3 million, 896.9% more than in 2000, largely
due .to..the..increase  in. capital gains,. particularly those
relating to Vodafone. The contribution to results (equity-

accounted income and dividends, mainly. from the Dragados .

Group, Cepsa, Unidn Fenosa, Vallehermosa and Urbis: and

_from_the investments in. Internet projects:. AOL Spam and

BtoB Factory) dropped 8.7%.

Summary of the main companies and sectors

In the telecommunications sector, the Group has 1.53%

of Vodafone Group. Plc resulting from the exchange of its
stake in Airtel, with a market value of more than EUR 3,050
million. Vodafone is the world’s largest mobile telephone

Var. 2001/2000

98 Analysis by business areas Santander Central Hispano



As of December 31, 2001 the Santander Central Hispano

Group’s main industrial stakes were: |

AUNA . L 1087%

Vodafone . ' : . 1.53%
ONO-Cableuropa 0 19.29%
Unién Fenosa ! 11.93%
Cepsa.. .. . . .. 20.04%
Grupo Dragados ' ‘ 20.19%
Vallehermoso........ . : S 25:14%.....
Inmobiliaria Urbis ’ 52.68%
..Antena 3TV . ..30.21%
AQL Spain 40.00%
_BtoB Factory.. ... 80.30%.. ..

operator, with.a.turnover. of EUR.14,400 million .and. 210..

million clients at the end of the first half of 2001 (ending in
September), up 27% and 81%, respectlvely, over the same
period the previous year.

AUNA is the second largest Spanish telecommunications
group, with 5.2 million mobile telephone clients, 1.3 miflion
fixed telephone clients, 1.2 million Internet clients, etc. At
the end of 2001, its net volume of business! increased 54%

to.EUR 2,255 million and.its. net operating.income. before...

depreciation and provisions (EBITDA} was EUR 103 million.
In the first_half of 2001, AUNA carried out. two. capital
increases totaling EUR 1,733.3 million, which: were fully
..subscribed. by its.partners. In addition, AUNA approved.in
December another capital increase of EUR 720.5 million,

which will be_disbursed.in. the first half of 2002. During. ...

2001, the Santander Central Hispano Group became one of
. AUNA's core shareholders.

access telephony; TV; Internet). These figures are double those
recorded the previous year and place thé company’s
penetration rate in the residential segment at.29.5%. The
Group's stake in ONO at the end of 2001 was 19.29%.
Following its third issue of high yield bonds, closed.in February
2001 and totaling EUR 365 million, ONO: completed the

~ financing of its new. business plan, with a syndicated loan of

EUR. 800 million..and the.commitment :of an. additional
contribution from its partners of EUR 300 million, which will
take place during.the first quarter.of 2002. ;..

..The Santander Central Hispano Group.tock.a. minarity. stake

during 2001 in the consortium which acquired the assets of

._thecable operator of Deutsche Telekom in the German region

of Baden Wirttemberg (KBW). At the end of 2001, the two
German. cable .operators .in._which the Group had. stakes.
{Kabel NRW and Kabel BW) had around 6.5 million clients. At
year end, the Group’s stake in these. operators was 6.5%.

In the media sector, Antena 3TV consolidated during
2001 its leading position in terms of audience levels and
market share of advertising, in an ‘increasingly tough
environment because of the greater competition:among the
traditional channels and the appearance of new operators.

... The_company's main.area.of business is.complemented by

revenue from diversification activities (telesales, :licensing
and..merchandising, .advertising. .in: cinemas, .. interactive. .
services, telematic channels and Internet) WhICh generated

.. 17% of total sales.

According to.the. provisional figures fprfszOI.,'nét revenu.esv
dropped 10% to EUR 635 million, a-similar percentage to

.. the_reduction. registered by the..advertising..market..as. a..

ONO is the leading supplier.of wide band telecommunication
services in Spain, with a potential  market of 4 million
households and 250,000 companies in'the [fastest-growing
regions of the country. At the end of 2001, ONO had more

than 340,000 clients and 635,000 services contracted (direct . .

Structure of stakes
©in industrial companies

30% Stable stakes

21% Under
development

whole. Net income was EUR 60 million, down from:EUR 123
million in 2000.

 The Spanish electricity sector continued 'to prepare for full

liveralization of the market, scheduled for January 1, 2003
when all consumers will be able to freely choose:their supplier.

10% Financial.
stakes

39% Vodafone |
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During 2001, the regulatory framework was clarified with the
approval by the EU authorities of the «Costs of Transition
towards Competition» regime which adopts the: terms
proposed by the Spanish government. Meanwhile, Spain and
Portugal signed a protocol agreement to create the Iberian
Electricity Market, which will enable’ both: countnes to
increase their.energy interconnections and progress towards
|. .an.integrated market. Spain’s electricity prices dropped again
| in 2001 (-17.3% in nominal terms and -26.7% in real terms

2002 with a small increase). Electricity consumption -rose
|.. 5.5% during 2001. ; . :

on energy, services and technology,: with strong
EUR 265 million, 13% more than in 2000. In the Spanish
electricity market, Union. Fenosa repurchased,! in very
favorable conditions, 25% of its gené'ratingisubs'idiary from
international Power, enhancing its position inithe domestic
i market. It also intends to step up its market share of
electricity generation with the mstallatlon of 3, OOO MW.in

| combined cycle plants.
\

;. In the natural gas market, Union Fenosa is developing a
| strategy based on a presence throughout the gas

origin to the business of liquefaction, ‘Te- gasification
transport _and _marketing to Spanlsh compames .and
households),

countries with high growth potential. The power:committed
abroad reached 2,885 MW, while thé number of direct
clients stands at 5.1 million in 15 countries.

; In the oil and petrochemical sectors, the CEPSA Group
i performed well, with net income up 22% at EUR 435
i million. In exploration and production, production at the

over the last five years, although this trend was:revérsed in..

Unidn Fenosa. consolidated. its new. organization focused ..

_international expansion. Net.income.in. 2001 will be around..

!_production and . distribution chain (from its: purchase at. .

in the international arena, Union Fenosa :expénde,d abroad
__significantly.. over. the _last .three .years..by . investing_.in...

OURHOUD oil field in Algeria is expected to come on stream
at the end of 2002, which will initially boost CEPSA's net
output from the current 10,000 barrels a day to 50, 000 b/d
in'2003.

targe investments continued to be made in refining in
order to lift production capacity, fulfill the: EU's new
environmental specifications and increase’ synergies with
petrochemicals. In the marketing of hydrocarbons, CEPSA's

market. share. in.Spain. is.around. 25%. .In. natural /gas, ...

CEPSA is participating in the construction of a new

. combined .cycle .plant.of 800 MW .and, - together with

Sonatrach, established MEDGAZ, a company which has

joined. up with other. partners. to. study.the viability .of .a...

new gas pipeline between Algeria and Europe via Spain. I

..petrochemicals, its subsidiaries obtained. very satisfactory

results despite the greater competmon in mcreasmgly
globalized markets. :

Construction sector activity grew 5.2% in 2001, as a result
of the stagnant residential market, development: of non-
residential projects and the good performance of civil works.
Companies continued the diversification and interhationalization
process begun several years ago,. mvestmg strongly in
services and infrastructure concessions. ;

. Dragados . generated net income of EUR: 240.6 million,

31.8% more than in 2000. Of note was the contribution of
construction .and _service . activities,. which * accounted for
53% and 25%, respectively, of the Group's, turnover. Mast

...of .the .investment. made. during. 2001..went . to. business..

diversification, mainly related to services. =

Dragados inmobiliaria was integrated in‘to_ln‘mob:iliari;a Urbis
a company. 20% owned:by Dragados. In.

during 2001,
concessions, Dragados continued to be the world’s leading

“promoter of transport infrastructure concessions. The

merger of Aumar and Valora 2000 was.completed:in 2001,
creating Aurea, 34.3% owned by Dragados WhICh is its core
shareholder.
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.. The real estate market was characterized in 2001 by lower
sales and higher property prices and rents. The: price of

housing in.Spain increased 8.9% and the number of

housing starts was around 500,000. =

Prima Inmobiliaria, now TESTA, was consolidated into

Vallehermoso in 2001 and absorbed Vallehermoso's
.propenty. subsidiary.. This. acquisition. was_a. consequence of
the growth strategy being pursuedto secure Vallehermoso's

position as the largest Spanish real estate. company.in.terms. ........ .

of turnover and market capitalization.

derived from both promotional activities as well. as from .
rents (with the integration of Prima); contributed:to these
results.. . ' -

Urbis. completed. its merger with Dragados: Inmobiliaria,
significantly expanding its stock of offices and shopping
centers and increasing revenue from rents. The net worth of

.the new company is EUR.1,227.3 million, with. unrealized

capital gains of EUR 631 million.

The strong sales of homes and the contfibutior:) of Dragados
Inmobiliaria. produced. a. volume..of business estimated at

Net attributable income in 2001 was EUR 141 millian,

. .76% maore._than in_2000. The good operating.income .

EUR 511 million and net attributable ‘income of EUR 63
million, up.69% and 60%, respectively. .. i
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Appendix: Summarized financial :siaterrients

kBanks in Spain (Parent bank and specialized afﬁliated banks)

Euro thousand
..Income statement
Net interest revenue
Net fees and commissions ...
Basic revenue
..Trading gains .
Net operating revenue
.Personnel and general expenses
a) Personnel expenses
...b) General expenses ... ..
Operating costs
Other operating costs
Net operating income
Income from equity - accounted holdings | :
Other income '
Net provisions
Goodwill amortization
Income before taxes

..Net consolidated income

Minority interests
Net attributable income . ..

.Balance sheet
Loans

.Due from banks
Investment securities

...Jangible and intangible assets ..

Other assets

Total assets / liabilities
Customer deposits

Debt securities
Subordinated debt

Due to banks

Other liabilities

Capital and reserves (*)

Other managed funds (off-balance sheet) . -

Mutual funds
Pension funds
Portfolios managed
. Customer funds
Total managed funds

(*) Includes income for the year.

. (1,877,473)
(292,479).

2001

8,912,765
| 1,148,783
6,061,548
..71,086.

6,132,634

;.:{2,199,633) ..

(1,546,622)

_(653,011) ..

(251,260)

S H116,213)

| 3,565,528

1,395,576

1,329,931

1,329,931. ...

| 75,866,890

36,489,710 .

50,683,467

...2,268,124. .

15,682,443

180,990,634

190,959,989
| 2,673,644
©16,992,562

. 34,533,067,

18,075,241
17,756,131

110,626,195

180,990,634

© .Santander Central Hispano

2000

1,907,157
1,213,505
3,120,662
720,773
3,841,435

(2.330,130)....

(1,616,031)

{714,099)...

(205,642)
(84,202)
1,221,461
290,697
{205,332)

.. 1,306,826
1,241,388 .

1,241,388

74,308,540

31,846,423.

47,642,037
..2,176,519

16,326,529
172,300,048.

75,813,883
3,814,372
14,653,507

. 40,962,375
20,032,304

.-17,023,607

94,281,762
172,300,048

2001

29,143

19,243,

108,386

..A,622.

113,008

(57,240).......

(34,840)

..{22,400)....

(4,940)
(469)
50,359
(265)
(4,790)

45,304

..28,680....

.28,680 ..

875,338
1,931,292,

26,781
.26,703
100,736

2,960,850 .

2,209,922

. 472,918

117,173
160,837
4,141,232
2,610,761

1,530,471

...6,351,154

7,102,082

BSN-Banif
2000

19,521

75,607
95,128

11,431

106,559
(49,764)
(30,441)
(19,323
(12,892)
13
43,916
{4,850)
(2,999)

. 36,067

..21,805 ..

21,805.

512,146

1,632,361.
69,411

20,122.

79,057
2,313,097
2,024,924

62,722
93,294
132,157
3,786,082
2,217,356

c

1,568,726

5,811,006
6,099,179

SCH Investment

2001

88,277
91,810
180,087
(1,971)
178,116

(41,632) .

(21,654)

(19,978)

(5,175)

1,178

132,487

3,330 |
(967) |

128,190

108,501 .

108,501,

757,960

2,040,376
28,494

7.380 . ..

591,463
3,425,673
1,938,961

915,673

297,669

273,370

1,938,961
3,425,673

; 2000

98,092

.182,146. .

' 180,238

(26/427) .

153,811
. (23,295)

2:314)
(397
105,880

(1:111)

118,129

75,024

¢ 295,644
. 2,831,602
1,301,053

936,846
362,452
231,251

1,301,053

- 2,831,602

..(45,220) ..

1 (21,925). .

13,360.
..84,803

84,803

711,268
.1.1,739,503

10,163
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.. .Due from banks.. ..

Banks in Spain (Parent bank and_&spe‘ciélized affiliated banks)

Euro thousand
.Income statement ...
Net interest revenue
Net fees and commissions ...
Basic revenue
Trading gains )
Net operating revenue
_Personnel and general expenses ...
a) Personnel expenses
... b) General expenses

2001

222,150

11,350..

233,500
e {760)
232,740
(101,010)
(46,540)

,,,,, N ¢-7. ¥ o) B

Operating costs

Other operating costs .

Net operating income :
Income from equity - accounted holdinés
Other income :
Net provisions

Goodwill amortization

Income before taxes

.. Net consolidated income

Minority interests

.. Net attributable income .

Balance sheet
Loans

(6,290)

2,240 .

127,680
(500)
1,180

(45,780) .

82,580

.. 71,780..

180

71,600 ...

5,306,660

Investment securities
...Jangible and intangible assets. ...

60,060
473,180

Other assets

Total assets / liabilities
Customer deposits

Debt securities
Subordinated debt

Due to banks

Other liabilities

Capital and reserves (*)

Other managed funds (off-balance sheet)

Mutual funds
... Pension funds
Portfolios managed
Customer funds
Total managed funds

(*) tncludes income for the year.

204,870
6,315,680
113,670

1,696,710 .

3,901,440
327,200
276,660

... 1,810,380
6,315,680

..270,910 .

Grupo Hispamer (HBF)

2000

202,290
.12,010
214,300
.(6,560).
207,740

w4 105,700) ...

(49,390)

(6,770)
1,240
96,510
1,490
5110
(34,030)
69,080
...55,240
160
55,080

4,791,210

66,350

....373,120.....

223,790

5,654,880 .

82,030
1,110,140

3,910,230 .

294,860
257,620

1,192,170
5,654,880

(56,310)..........

200,410 ...

- 2001

5,722
24,539
2,891
27,430

(13,487)

(1,328)
- (1,106)

| (18,238)

C(114)
(1,869)

- (16.221)

o]

137,698

! 246,102
L3342
212,620

- 2,835,208
1,963,573

. 113,998
£.649,075

' 180,382
28,180

1,972,571
2,835,208

.Patagon Internet Bank
18,817

16,408
(39,234).

.(25,747)...

(167221)

(16.221)
2,235,446 ..

. 1,061,381

..998,365..

2000

© 9,623
6713
16,336

22

| (55756)...
- (14,725)
(41,031)..
{1,593)
(541)
(41,482)
i (210)
. (383)
(42,035)
(42,035)
(42,035)

90,789
941,732:...

, 607
..3,949

24,304

© 998,365

463
20,158
42,395

1,061,381
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Main Subsidiary Banks in Eurobe

Euro thousand
Income statement. . . e
Net interest revenue :
.Net fees and commissions...
Basic revenue
.. Trading gains o
Net operating revenue
Personnel and.general expenses.. ...
a) Personnel expenses
... b).General expenses..
Operating costs
Other operating costs
Net operating income
Income from equity - accounted holdings
Other income
Net provisions
Goodwill amortization
Income before taxes

. Net consolidated income

Balance sheet

Loans

Due from banks

Investment securities

Tangible and.intangible assets .
Other assets

.. Total assets / liabilities

Customer deposits
Debt securities
Subordinated debt

Due to banks

Other liabilities

Capital and reserves (*)

2001

| 295,962

e 93,872
. 389,834

398,213

L (229,935) ..

(155,584)

. ..{74,351) ...

. (34,720)

42,141

L 131,417
| (46,975)
(3,005)

81,437

76128

6,519,978

.7.891,439.

. 2,871,834
...249,606

: 1 1,000,595
..18,533,452
‘9,317,082

£ 1,765,792
- 812,124

. 4,195,022

| 549,139
1,894,294

8379

Banco Totta'
2000

399,781

429,868
(231,486)
(144,297)

(32,082)

(1,815)
164,485
(56,044)
(59,891)

48,550

5,568,215
7,121,927 .

3,055,449

.249,306. ...

595,453

..16,590,350 .. .

7,736,276

557,475 ..

779,284
5,121,453
474,006
1,921,856

308,962
.. 90,819.

30,087..

Cia de Crédito Predial’

(87,189).

45,839..

2001 2000
204,368 191,975
29,943 . 33,837
234,311 225,812
(4,646).. . (733).
229,665 225,079
(116,566) (125,630).
(80,602} (82,170)
(35,964)..........(43,460). ...
(17,159) (14,839)
(1,142) (823)
94,798 83,787
(18,920) (7,050}
(27,328) (62,926)
48,550 13,811
36,085........5493 .
7,593,938 6,490,648
.881,168......1,551,531
681,271 328,249
157,844 .......150,025. .
397,197 193,940
9,711,418 ... 8,714,393
3,871,834 4,076,641
229,478 . 148,696
497,356 167,087
4,450,831 3,966,560
267,559 133,029
394,360. .. . 222,380

2001

102,070

. 30,567

132,637 |
2,495
135,132

(72,963}

(48,195)
" (24,768)
@777
(2392)
152,000

(5.265)

(14,449)

32,286
27,298

3,499,273

1,134,957
247,052

168,079 ...
143,354

5,192,715
2,373,385
416,201

261,867 :
1,656,576 -

235,320

249,366

BS Portugal
2000

94,659
27,484
122,143
1,791
123,934
- (66,652)
(44,409)
(22,243)
(8,300)
(240)
48,742
. 6,527
(14,875)
40,394
30,219

2,817,917
745,994
88,529
58,743
83,385
3,794,568
1,864,742
391,121
87,285
1,061,550
152,639
237,231

(1} The income staternent of all the companies incorporated in 2000 includes the provisions from the adjustments made by applying thg Group's criteria.

-{*). Includes the income for the year.
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Main Subsidiary Banks in Europe f

Euro thousand
Income statement... .
Net interest revenue
Net fees and commissions
Basic revenue ‘
...Trading.gains

Net operating revenue

Personnel and.general expenses ..
a) Personnel expenses
b). General expenses

Operating costs

Other operating costs
Net operating income !
Income. from equity - accounted holdings
Other income :
Net provisions

Goodwill amortization

Income before taxes

.. Net consolidated income

: CC-Bank

Balance sheet

Loans

Due from banks
Investment securities
Tangible and intangible assets
Other assets

Total assets / liabilities
Customer deposits

Debt securities
Subordinated debt

Due to banks

Other liabilities

Capital and reserves (*)

(*) Includes the income for the year.

. ...Direkt Bank
2001 2000 2001 2000
115,496 96,468 35,436 24,684
75,860 .. .75,842. 36,385 .......35,778
191,356 172,310 71,821 60,462
150 (799) v D47 .. 583
191,506 171,511 72,368 61,045
(100,639) . .. (93.734) .(62,030).......(51,104)...
(56,344) (53,815) (20,975) (14,629)
. {44,295) . ..(39,919) (41,055).. (36,475).... ..
(7,435) (6,064) (2,783) (2,013)
(72) (78) (18) —_
83,360 71,635 7,537 7,928
(12,741) (1,947) 14,231 11,990
-.(13,583) (20,501) (17,495) (8,030)
;57,036 49,187 4,273 11,888
35,180 . . 27,202 4273 ...11,858
. 1,753,429 1,763,586 572,482 501,142
603,362... .. 103,963 980,341.......80,830
138,527, 258,622 65,444 43,183
19,749 ... 18,571 15,386 .. 6,383
14,371 12,831 14,731 38,590
.2,529,438 . 2,157,573 ... .1,648,384 670,128 .
1,858,702 © 1,489,386 1,516,017 496,262
— Lo —_ 16,558 11,503
87,177 80,121 15,314 11,245
114,102 397,269 6,635 .84,641
362,903 70,234 56,231 31,775
106,554 120,563 37,629 34,702

2001

L8432
L3834 . .

11,966

5,980...

117,946

8.102) .

(4,941)
(3,161)
(343)
133
9,634

1,635

(10,007) .

1,262

b 202

362,867
.. ..482,270

152,699
727
195,612
1,194,175
. 324,216

139,913

531,475

257,203

41,368

SCH Benelux
2000

10,331
3,095.
13,426
7,651
21,077
(13,120)
(9,183)
,,,,, .(3,937)
. @73
79

7.663

460,351

| 137,367
" 1,043,459
' .....865
197,392
..1,839,434
363,360
9,911
1,260,316
161,390

i 44,457
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Banks in Latin America

...Income statement

Net interest revenue

.. Net fees and commissions

Basic revenue
Trading gains .. .
Net operating revenue

. .Personnel and general expenses.......

a) Personnel expenses
b).General expenses..
Operating costs
Other operating costs
Net operating income

Income from equity - accounted holdings

Other income
Net provisions
Goodwill amortization
Income before taxes

. Net consolidated income .. ...

_..Balance sheet ...

Loans
. Due from.banks
Investment securities

...Tangible and intangible assets

Other assets
.. Total assets / liabilities ...
Customer deposits
Debt securities
Subordinated debt
Due to banks
Other liabilities
Capital and reserves (*)

(*) Includes the income for the year.

ERCIRIE

Rio de la Plata

' 2001

2000

' Argentine peso 000

607,178
© 304,033
911,211

800,098

i (420,803) .
| (244,852)
.(175,951). .

- (67,133)

L (23.850)

| 288,312

' 43,427)
(218,903)

125,982

L ©{10,205)

| 5928,128
1,666,108

| 546,944

373,709

© 390,529

.. 8,905,418 .

. 5,367,406

1,035,000

1,120,929
: 320,637
1,061,446

847,906

60,141

908,047

(423,290)....

.(241,788)

(67,970)
(21,073)
395,714
6,347
(114,035)

. 288,026

207,596..

6,208,116
1,801,670 .

2,510,538
...412,044
303,400

11,235,768 ..
. 6,567,994

990,803
1,997,422

339,913
1,339,636

595,984
251,922 ...

(181,502).......

Banco Santa Cruz

2001 2000
Bolivian peso 000
338,474 490,100

... 75,160 ... . 82,269
413,634 572,369
15,833 . (26,867).
429,467 545,502
(164,639)....... (242,087)
(84,357) (118,506)
(80,282) ... .(123,581)
(22,973} (22,892)
(34,190) {66,759)
207,665 213,764
(65,856) (11,108)
(104,085) (349,093)
. 372,724 . (146,437)
...20,738 . (146,437)
2,162,265 3,152,410
1,794,218 .. 906,413
22,613 1,175,544
...372,808. .....325,526
84,863 184,839
4,436,767 5,744,732
3,453,119 4,750,052
—_ 23,673
213,579 207,731
146,029 198,716
624,040, 564,560

2001

.BS Brasii
2000

Brazilian real 000

612,217

258,946
871,163

117,306

888,469

.(628,834) .

(366,236)
(262,598)
(78,010
(32,940}

148,685

(60,828)
(145,858)

(58,001)

{63,999)

5.483,142
4,932,750 .

8,757,880
620,439
3,692,535
23,486,746
5,402,833
1,619,983
12,637,829
2,577,872
1,248,229

685,251

226,250

911,501
. (48,735)
862,766

{523,635)..

(324,539)

(199,096). ..

" (70;579)
(29,248)
239,304

5,692
(79,499)

. 165,497
95,715

4,594,135

4,170,021
8,351,503

616,810 ..

- 1,517,525
119,249,924
4,476,435
. 1,129,463
11,657,592
579,547

. 1,406,957
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Banks in Latin. America

. Income statement.

Net interest revenue

. Net fees and commissions...

Basic revenue
Trading gains
Net operating revenue

Personnel and general expenses...........

a) Personnel expenses
b) General expenses
Operating costs
Other operating costs
Net operating income

Income from equity - accounted holdings

Other income

Net provisions .
Goodwill amortization
Income before taxes .

Net consolidated income . .

. Balance sheet

Loans
Due from banks. ...
Investment securities

.Tangible and intangible assets

Other assets
Total assets / liabilities

Banco Meridional*

2001

2000

. Brazilian real 000

335,681

95,285

430,936

(8,862).....

422,074

.(251.856).....

(125,688)
(126,168)
(14,036)

(6,391). i,

149,791

(68,842)
(72,739

8,210

48,808 ..

612,979
618,534
1,203,096

...138,348
© 1,074,101
3,647,058

Customer deposits

Debt securities
Subordinated debt

Due to banks

Other liabilities

Capital and reserves. (*)

973,684

1,124,200
734,008
815,166

198,235

2001

2000

Brazilian real 000

2,544,282

...Banespa' |.

1,853,864

BS Colombia..

2001 2000
Colombian peso MM.
142,755 199,476

104,897 718,153 809,995 .| | 43,022 ., 60,511
303,132 3,262,435 2,663,859 185,777 . . 259,987
..(51,625) 126,868... ...(80,600) 45,958 ... . 30,137
251,507 3,389,303 2,583,259 231,735 290,124
(310,494) (1,686,023). . (2.387,336) ... .{170,182)...... (192,008)
(137,995) (1,164,957) (1,853.613) (89,272) (99,464)
(172,499) _ (521,066) ... .(533,723) {80,910) (92;544)
(10,872) (60,976) (49,324) (79,563) (66,446)

{7,950) (28,503) (28,593) (8932) i ; (5,149
(77.809) 1,613,801 118,006 (26,942) 26,521
(21,297)  (390,118) (1,651,518) (6,019) (14,514

55529  (99,115)  (453,406) 40,303 | (24,912)
(43,577) 1,124,568 (1,986,918) 7,342 (12,905)
.(7.,895) ..1,089,195 . (2,085,774) (5,243) © :(24,339). .
559,644 4,861,093 4,141,100 971,638 1,298,566

1,210,315 3,139,291 . 2,430,062..: 241,408 .. 301,958
1,203,891 15,539,976 16,573,943 | 1,293,216 968,317
140,186 . .. 801,499 544,911, . .235983 .. 244,626 .
739,232 4,802,685 5228504 56,529 | 22,643
3,853,268 29,144,544 28,918,520 2,798,774 2,836,110 .
1,179,475 9,238,115 12,293,616 = 1,426,250 1,667,569
— - — . 107476 107,469
442,239 5598469 3,737,771 748,580 569,489
1,473,075 11,315,215 12,938,638 285,539 253,940
758,479 2,992,745 (51,505)

230,929

237,643

(1) The income statement of all the companies incorporated in 2000 includes the provisions from the adjustments made by applying the Group’s criteria.

(*) includes the income. for. the year.

!
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‘Banks in Latin America

Income statement..
Net interest revenue
Net fees and commissions....
Basic revenue
Trading.gains.... ...
Net operating revenue
..Personnel and. general expenses
a) Personnel expenses
b) General expenses. ...
QOperating costs
QOther operating costs
Net operating income -

2001

. BS Chile
2000

...Chilean Peso MM,

220,874

.38314

: 259,188
11976
271,164

. .:(106,838)
| (64813)

. (42,025)
F(13,210)

- ..(12.308)
| 138,808

Income from equity - accounted holdings : —

Other income
Net provisions
Goodwill amortization
income before taxes

.. Net consolidated income.. ...

Balance sheet

Loans

Due from banks ..
Investment securities
Tangible and intangible assets
Other assets

Total assets / liabilities. .
Customer deposits

Debt securities
Subordinated debt

Due to banks -

Other liabilities

Capital and reserves (*)

(*} Indudes the income for the year.

3,228

@492

107,115
. .:92,087 ..

3,087,529

. .409,264

- o73144
. ..145,007

| 610,875 !

L. 5225819

172,968
| 291,603

207,260
. 1 453,846

- 218,428

.. .30,243 .

248,671

7,294 ...

255,965

{114,617).

(66,537)

..{48,080)....

(12,335)
(1,352
127,661
(5,997)
(29,169)
92,495
...79,010

2,701,073

.. 425,208
820,955

382,390

487,176

. 4,580,802
3,348,580
0,751,562 |

2,958,051
752,700
156,220
207.230
109,614
396,987

. Banco Santiago

2001

2000

Chilean Peso MM,

255,083
.30,712.....

285,795

13,821

299,616
.(125,481)
(74,427)
(51,064)
(15,622)
(7,242)
151,261
(9,654)
(27,243)
114,364
118,760

4,317,871

165,791

233,303
841,589

561,273

...6,119,827 .

2,896,797
1,924,955
257,668
323,023
178,421
538,963

238,428
265,722

278,728

(121,524).

(67,435)

(54,089).

(12,696)

(4,032)
140,476
(18,878)
(34,243)

87,355

o e B8, 511

3,884,284

166,949
505,591

.156,249....

488,543
5,201,617
3,110,677
1,122,706
233,227
162,444
77,550
495,013

27,294.

13,006 . ...

Banco Mexicano

2001

2000

New Mexican peso MM.

- 3,478
.. 923

. 4401

1,098
5499

- :{2.687)

(1,554)
(4,133) .0

(386)

(323) ¢
2,103

22
(462)

1,663
1,631,

161,809

32,001,

152,793
1,748

5999
154,361 ...
89,730
142,435

1,949
. .9,071

3,629

. 7,547

3,340
11809
4,149

i 274,
4,423
L2737

11;443)
{1.294)
(345)
(276
1,065
149
(85)

S 1,129

1,038.. .

60,813
22,334

50,008

1,402,
4,819
139,175

80,669
23,356
© 2,042
25,632
LT3

. 6,745
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Banks in Latin America

_.Jncome statement ..
Net interest revenue
_..Net fees and commissions
Basic revenue
...Trading gainss .
Net operating revenue
.. Personnel and general expenses
a) Personnel expenses
b).General expenses
Operating costs
Other operating costs
Net operating income

Income from equity - accounted holdings

Other income

Net provisions

Goodwill amortization
Income before taxes

...Net consolidated income .

. Balance sheet
Loans

.Due from banks
Investment securities
Tangible.and intangible assets
Other assets
Total assets / liabilities
Customer deposits
Debt securities
Subordinated debt
Due to banks
Other liabilities
Capital and reserves (*)

... .Banca Serfin'

2001

. 6,347
1,051
7,398

968 ...

8,366

(4,254)

1(2,067)

1{2,187).

(338)
(218)
. 3,556

(170)
(34)
3,352
3,274

168,725
23,664 ..

160,700

L3645

. 3,683

160,417

199,181
19,402
27,061

5,466
9,307

2000

' New Mexican peso MM.

6,242

1,080
7,322

.328.

7,651
(5.382)
(2.394)

(2,988) ...

(404)
@n
1,844
(989)
2130

985
..938

81,247

23,753
32,151
3,860
5,953

146,964

97,454
4,713
30,579
5,386
8,832

...Banco de Asuncién

2001

2000

Paraguay guarani MM.

..7,985

38,575

46,560
.7,126.
53,686

.£35,528)..........

(21,597)
....{13.931)
@521)

(25)

13,612
(6,265)
(2,433)

4,914

4914 .

271,155

..166,560
31,572
29,730
5,946

504,963.......

382,604

38,575
786
82,998

44,436
..5,218

50,654
...3,327.

53,981

{34,832). .

(19,505)

.{15,327)

(4,317
(20)
14,812
(4,159)
(6,059)
4,594
.4,594

203,446

200,911
29,762

...30,040....

8,673
472,832
330,812

56,990
5,169
79,861

BSCH Perua
2001 . 2000
‘ New Peruvian sol 000

189,045 : 210,153

39,740 .. 73,500
228,785 = 283,653
59,711 .. 63,901

288,496 = 347,554
(152,846, (201,224) ..
(88,298)  (115,168)
(64,548). . ...(86,056)

©(27,199) | - (36,543)

1,186 907:
109,637 110,694

. (@5837)  (62542)

| (59,145) (41,155)

4655 . 6997
..3,669 : . 6,997

2,575,583 = 2,356,542

986,243 . 878,712
532,232 538,647
294,995 | 321,241
326138 577,240

4715191 | 4,672,383 _

2,721,018 2,647,626
969,942 . 744,995
95,855 = 120,155

1353811 . | 445377
133,551 260,731

© 441,014 . | 453,498

(1) The income statement of all the companies incorporated in 2000 includes the provisions from the adjustments made by applying the Group’s criteria.

.. {(*) Includes the income for the year. ...
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Banks in Latin America

Net interest revenue

Net fees and commissions.

Basic revenue

Trading.gains ...........

Net operating revenue

Personnel and general expenses
a) Personnel expenses
b).General expenses...

Operating costs

Other operating costs

Net operating income

Income from equity - accounted holdings

Other income

Net provisions

Goodwill amortization

income before taxes

Net consolidated income . .

Balance sheet

Loans

Due from banks
Investment securities
Tangible and.intangible assets
Other assets

Total assets / liabilities
Customer deposits

Debt securities
Subordinated debt

Due to banks

Other liabilities

Capital and reserves (*)

{*) Includes the income for the year.

BS Puerto Rico

2001

225,148

29,116

254,264
...20,906
275,170

.. (141,920).. ...

(71,463)

..{70,457)

(14,651)

2,849 .

121,448
233
(64.456)
(5,307)
51,918

.. 42,723, .

4,390,557
1,107.200. ..

1,897,989
127,736
157,461

7,680,943

3,675,727

21,183,949

2,056,086
250,439
514,742

2000
Uss 000

246,268
28,672

274,940
...10,215
285,655

(70,431)

..(64,956). ...

(17,454)
1,107
133,921
1,064
(37,363)
(6,247)
91,375
.76,745

4,443,166
186,250 ..

2,697,509
124,168
224,239

7,675,332

4,437,389
454,390

2,031,715
185,404

. .566,434

(135,387).

. BS Uruguay

2001

528,824
. 34,137,

562,961

. 104,848
667,809
.(297,773)
(195,806}

..{101,967)
(21,576) |
740
349,200

(52,092)
{219,968)

177,140
66,426 .

6,103,607

. 5,780,786
157,605

. 243,908 .

403,509
12,689,415
8,602,019
3,023,172
181,250

882,974 |

¢ 2000
Peso 000

. 472,708
63,014
535,722

45,429,

581,151

...{256,591).

(176,411)
.(80,180)
1(17,515)
11,185
308,230
- (54,988)
+ {83:530)

' 169,712

3,598,624
221,909

363,219

. 9,911,376

6,402,423
© 2,519,853
191,763
797,337

158,407.. .
5,622,392

;.105,232.
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Banks in Latin America .

...Income statement

Net interest revenue

...Net fees and commissions........ ...

Basic revenue
...Trading.gains.....
Net operating revenue

.. .Personnel and general expenses.........

a) Personnel expenses
b).General expenses
Operating costs
Other operating costs
Net operating income

Income from equity - accounted holdings

Other income

Net provisions

Goodwill amortization
Income before taxes

Net consolidated income ..

_Balance sheet

Loans

Due from banks

Investment securities

Tangible and.intangible assets

.Banco de Venezuela

Banco Caracas'

2001 2000 2001 2000
Bolivar MM. Bolivar MM.
213,975 176,182 147,058
.51,183 42,829 30,292
265,158 219,011 177,350
.17,156. 35,127 .......5,673.
282,314 254,138 183,023 |
(149,206)  (135,932). ... (79,157}
(62,666) (51,868) | (30,737)
.(86,540) (84,064).......... (48,420)
(30,320) (17,366) (10,389)
(15,259) (14,427) (2,744)
87,529 86,413 90,733
18,984 (5.963) = (26,754) °
(12,618) (15,741) . . (24,546)
93,895 64,709 39,433
91,070 61,622

1,310,243 1,026,225
577,557 574,474

619,040 638,073

Other assets

Total assets / liabilities
Customer deposits

Debt securities .
Subordinated debt

Due to banks

Other liabilities

Capital and reserves . (*)

{1) In 2000, only the balance sheet consolidated.
..(*). Includes the income for the year.

182,115 147,702

2,952,727.....2,498,027. . ..

2,156,297 1,952,122

119,931 —
128,825 37,921
97,143 62,497

450,531 . 445,487

...263,772........111,551.

....38,870 .

501,556 613,572

336,094 .. . 282,911

338,331 343,411

..137,512. %....72,255

81,252 : 93,673
1,394,745 1,405,823
1,076,110 : 1,193,756

101,755 52,325
70519 | 30375
| 146,361 129,367

!
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_Risk management

Introduction

Risk is inherent in banking activity. It needs to be efficiently
managed so that financial institutions may generate value on
. @ sustained basis.

.is defined, conceptually and organizationally, as the integrated
treatment of the different types of risk {credit risk, market risk,

. liquidity risk, operational risk, etc) which are assumed by the
Group’s units in the development of their activities. |

This approach allows the different risks:to be identified,
measured in hormogeneous terms and integrated so that the
Group’s global exposure is known and managed from different
perspectives (praducts, groups of clients, segments economtc
sectors, geographic areas, businesses, etc)

The main areas that describe risk»mahagement at the
Santander Central Hispano Group are set out below.

1 Organization of the risks function

functions:

. Sets the Groups nsk pohoes in accordance W|th the Boards
Executive Committee..

» Sets.the risk limits and the levels of authority. delegated. .
* At periodic meetings {at least twice a week) ensures that
the risk levels assumed at the individual and global level

meet the targets set.

* Resolves operations beyond the powers delegated to bodtes
immediately below. :

¢ Receives periodic and specific presentations on important
matters that it should know about or decide upon.

« Periodically reviews the exposures to main clients, economic
sectors, geographic areas and risk categories.

» Supervises the fulfilment of risk objectives, the tools used
to manage risk, the measures being taken to improve risk
management and any other actions undertaken in this area.

Risk management at the Santander Cemr'ai:Hispaho Group

The Risks Committez of the Board of :Directors, ‘is the
maximum level of authority and carries out the followmg

The approach described above is in line with ‘guid‘elines from
authorised bodies anticipating the review of the Basle
Agreement.

As a result, the Board’s bodies have the necessary capacity and
independence to supervise the development of the Group’s
general strategy, as well as the decisions taken to meet these
objectives by senior management which, in turn, set the business
plans, monitor the day to day decisions and ensure that these

. are consistent with the Board's objectives and policies.

.Within the. Group’s organizational structure,..the Risks

Division, under the charge of the third Vice-Chairman of

Santander Central Hispano who.is also Chairma’n._of the.

Board's Risks Committee, is a General Directorate comprising

.six areas, each specialized by.type of activity (Retail Banking,

Corporate and Counterparty, Latin American Retail Banking,
Market, Recoveries and Integrated Risk Management).

2, Credit risk
The Group’s management of credit risk iS cohcerned with

the identification, measurement, integration, control and
evaluation of the different credit exposures of the Group

.and their risk-adjusted profitability from a globa( perspectwe ,

as well as within each area of activity.

The credit risk management process is carried out according

to custamer segment during the successive phases of the
lending process: admission, monitoring and, where necessary
recovery. . ;

.. The. risk processes, without detriment toitheir unified nature,

are differentiated on the basis of the features of clients and
products. Santander Central Hispano’s risk model for retail
banking makes a distinction between a) treatmenit of
personalized and «global management» risks (large and
medium-sized companies) and b) standardized treatment
risks (small firms, businesses and individuals).

Thus the most important or globally managed clients are
placed in «portfolias» which are assigned to risk analysts

‘who actively and continuously monitor the positions. The

work load of each portfolio is carefully measured before
being assigned.

Standardized risks are managed, both in the phase of
admission as well as monitoring and recovery, with strong
support from decision-making systems and tools and early
warning. detection signals. .
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Credit risk with clients
Euro billion
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Santander Central Hnspano Spain:
Relative share in the portfolio and NPL ratio (%)
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Company segment monitoring is backed up by a «special

watch system» (FEVE) which determines the policy.to be

followed with companies or groups that:are placed in the
. system. :

..In_2001, the policy of closer mohitoring applied to risk
management, as a result of the global economic slowdown,
resulted in an.increase of the risks classified as «to be
reduced», which in December 2001 reached 4:9% of the

_portfolio (2.7% in.December 2000). However, the most

. Santander Central Hispano Spain: distribution of
companies according to Special Watch Classification -
Euro. MM. ;

Classification . . S5 T TS S %.
Not in Special Watch C : : 85.8
Track. . ... . b 7.9
Reduce | - 49
SECUME e e 020
Extinguish } o

Total L 11000

severe classification {«extinguish») remained stabilized at
around 1% of balances, the same as:in 2000:

Credit risk management incorporates, in its last phase,
recoveries of loans which finally remain unpaid.

Recovery of smaller unpaid loans is done, in a first phase,
through telephone centers. These! cénters,.endowed with
powerful information and communications systems, lead to

the recovery of a high percentage of this type.of risks by.

telephoning clients a few days after non-payment.

The efficiency of the Recovery Centér-is refle:ctedvby the fact
that 97.5% of non-payments are recovered.

&
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» internal rating systems .

Management of risks with personalized treatment is carried
~out through the Group's own rating system, adapted for each
specific segment, which enables the risk of each client and
operation to be measured from the outset; The evaluation of
the client obtained after analyzing the relevant risk factors is

risk rating assigned in the admission phase is:constantly
. reviewed during the subsequent risk monitoring stage. ..

.Each.rating is assigned.a certain;.prob’ability of nén—payment
on the basis of historic experience which, together: with the

} expected loss associated with the transaction and the client,
|...a.cost which is.charged to the Return on Risk Adjusted Capital
{RORAQ) calculation. In this way it is possible to evaluate
whether the operation under consideration reaches the
Santander Central Hispano Spain:!
distribution of companies by rating

‘ rating S&P number of companies by ratin§ (%)
| ;
I .9
8
7
6
-
4
} 3.
] CCCBO05%
K s - 101%.

Santander Central Hispano Spain::
distribution of companies by rating

risk by rating (%)

rating S&P
e
8
7 27.5%
.6 28.3%
L...5.
| a
.. 3.
!
o2
.}

... The rating distribution is based on.rounding to t_he ‘nearest full rating

then adjusted on the basis of the speplflc featur_es(of the .
. operation (maturity, guarantees and type of operation). The .

__operation’s features,.enables the Bank. to.determine the .

minimum required threshold of return on tapitai or, in other
words, whether the transaction or giobal relation with the
client generates shareholder value.

Santander Central Hispano established several years ago an
internal rating system for evaluating companies, small
businesses, real estate promoters and. institutions, ‘which

. traditionally has been applied both.in the admission process .

as well as in the monitoring of the risk. This model is applied

to the companies. of the different business djwsrons mdudmg ,

branches and banks abroad.

During 2000, substantial efforts were made; to improve the
_rating systems, focused.on aspects as specnflc as predlctlon

capacity, homogeneity, consistency, etc.

As a result dlfferent eva|uatnon models were estabhshed on

the basis of the size or characteristics of clients, wrthv different
weightings and evaluation areas. During 2001, the wark
begun in 2000 was completed with the lmplementatlon and
gauging of these models.

* Lending to individuals

For eight years now, the Bank has combuterized systems for

. the admission and selection of lending products for individuals.

The capacities of these systems have been strengthened
with new functions which already automatically provide a

.1ating.of the person or group of people and.of the operanon
ltself :

This bottom-up approach enables the anticipated NPL ratio

..o be obtained in each case and, adding recovery measures,

an expected loss of the portfolios can be calculated which

. serves to estimate the provisions needed, in accordance with

the recommendations of the regulatory authorities, as well
as to set risk adjusted prices at the time.of admission.

Each curve of the graph on the next page shows NPLs as a
percentage of the operations made'in a specific year
(«vintage»), where the performance over the Ilfe of the
operation of each «vintage» can be seen.

_The historic record of the daté base —almost eight years—.

enables future performances to be simulated (shaded zone).

* Master scale
.. The Bank has .a Master Scale, whose purpose is to make the

different ratings, which are used in the various homdgeneous

segments of risk, equivalent (at given anticipated NPL ratios)...
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In.this way, the Master Scale creates a common language.,.

translating any scoring system toa scale of 1109

In turn, thls Master Scale is anatogically. anchored to the values
of the external rating agencies.

Internal madel of risks for statistical provision
Santander Central Hispano, from the outset, agreed fully
with Bank of Spain Circular 9/99 and was the first bank to

.. Tequest, under these regulations, approval of. lts model and

calculation method.

Recently, and after a detailed analysis, the Bank of Spain
.completed its review-validation of Santander Central Hispano’s

proposed calculation methods, for the purpose of estimating

. .average losses adjusted to.the economic cycle for. mortgages

and consumer loans to individuals in Spain.

This step represented, as regards validation of our internal

Master rating scale

Probability Corporate Real estate
Rating of NPL ba’nk'ing ‘promoters
<>
9.3 0.01% 9.3
8.0 0.02%
. 8.0 0.05%
7.0 0.13%
; *
6.0 033% |. ... . : | .90.
5.0 0.85% f
40, . ......2.19% l
3.0 5.65% |
2.0 14.58% ‘
j
1.0 37.60% |
L *
0.0 . Default -0 . 10

Q1 Q2 03 Q4 Q1 Q2 Q3 04 Q1 Q2 Q3 Q4 Q1 Q2 Q3 04 Q1 Q2 Q3 Q4 Q1 Q2 Q3 G4 Q1 Q2 Q3 Q4 Q1 Q2 03 Q4.Q1 Q2 Q3 Q4
1998 .1998

..Control. Department, within.the_Risks. Division's Integrated.

..2000 .. .. ...200% ;12002
models, a.notable stimulus that backs the Group's.permanent .
effort in applying the most advanced risk management
techniques. ;

Internal risk models and BIS 1}

Santander Central Hispano has been workmg intensely for
some time now on everything concerning the new. regulations
of the Bank for International Settlements (BIS 11).in general
and particularly on internal risk models

As well as collaborating in national and interhatiohél forums,
a.series of actions.have been developed.internally, briginally.
known as the Leadership Project, in order to place Santander
Central Hispano.in.the best sntuatlon p055|ble ahead of the
new regulations.

These measures include the setting up of the new Internal Risk

Management Area, and a Master Plan was drawn up. and

Company Small lndividuals

banking . businesses ; . ; S&pP

¢ ¢ é AAA, AA+
At A A

BBB+, BBB

BBB-

BB+, 88

BB-, B+
| B.B-
I . . o

" 100 © 500
' € 700 ‘

“ H
=120 . D¢ R 2500
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. approved with a specific calendar for e;tablishing lnterhal risk
models (BIS Il) in the Group’s different units and geographic areas.

3. Risk adjusted profitability
Santander Central Hispano continued to ar.lply the RORAC
{Return. on Risk Adjusted Capital) methodology. both to

| » Jo analyze and set prices during the decisibn—making process.

or business segment.

. To calculate the level of prowsmns that correspond to
I.......average expected losses. .

The establishment of the RORAC methodology; as already
described, is considered in the new regulations of the
Committee of the Bank for International Settlements (BIS Il)
as one of the key components of internal risk models,

4. Risk premium quantification

medium-low profile bath in credit and market risks. .

With regard to credit risk, this qualitative’ definition can be
.. expressed in terms of the expected ioss. The Groups‘expected
loss objective is a maximum of 0.40% of the average balance

Spain (it was 0.41% adjusted to the cycle:at Santander Central
Hispano.over.the last. seven years).and..1.00% for. the
consolidated Group as a whole. In 2001 the annual cost .of
bad debts o, in other words, the loss observed by the. Group
in Spain was only 0.18%, and 0.66% for the Group as a;whole.

There are two different ways to measure the annual cost of
bad debts, though they give the same result over the medium
term. The first uses flow data relating to NPL entries and loan
i loss recoveries. In this case, one takes the algebraic sum of
the change in doubtful loan balances plus write-offs during
the period and 25% of foreclosed assets, less loan-loss
recoveries. The second way, based on.the income statement,
is to deduct loan-loss recoveries (off-balance sheet) from
specific provisions (net of recoveries).

The following graphs show the annual cost, under the two
different systems, by geographic areas and-main countries
in2001. . .

..portfolios as well as to specific clients, with the following aims:..

of the risk portfolio over.an economic cycle for.business:in. .

+ To estimate the capital consumptlon of each dlent, ponfollo e

The Group’s. policy. for.risks concentrates:.on.malntalning.a

..% of average balances

Net entries
% of average balances

2001

% 2000

019 408
L

Group Spain Rest of Europe l;atih America

Net provisions

0.18 0.10

Rest of Europe *  Latin America
The figures for 2000 exclude the entities acquired during the pen‘od

Group

Spain

The difference between both methodsis due to the rise in
coverage during the year and is reflected in.an. increase in.

specific provisions.
5. Expected loss and capital at risk |

The calculation of the expected loss is important in order to

be able to quantify.the unrealized risks of the loan.portfolio,

recognize them and make provisions before there is a non-
payment. This is the rationale behind the provisions established
by the Bank of Spain in its Circular 9/99.

Two key factors are behind the calculation of the expected
loss, the anticipated NPL ratio and the average rate of
recoveries. The anticipated NPL ratio envisages the level
of NPL inflows while the rate of recoveries enables one
to evaluate what percentage of initial non-payments could
be recovered and what part wulI end up as a real loss for

.the Bank..

in order for the expected loss to be useful as an anti-cyclical
provision, the calculation of previous rates must be applied
to isolate the effect of the economic cycle.

. The latest estimates of expected loss are set out in the table
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Santander Central Hispano Spam expected Ioss and capltal at risk

Euro MM.
. Expected
Portfolio ¢ loss (%)
Corporations 014
Companies 0:53
Mortgages individuals 0.21
Other individuals 1.57
Businesses 0.86
.. Institutional banking 0.08
Financial institutions 0.06
Other.... .. 1045
Total :0.45

..Balances under management at.31.12.2001.

above, reflecting the credit exposure n Spam class;f:ed by
homogeneous risk portfohos

The table shows that the level of expected loss over ane year
is 0.45% of the portfolio’s outstanding risk. The highest level
is in segments such as smaller companies and individuals which
historically have a higher levels of NPLs, and the smallest in
those segments such as large corporatlons with fower NPL
levels.

The anti-cyclical nature of the expected loss. does not mean
that.it should.remain constant. An improvement.in.credit . .

quality should lead to a reduction in the expected loss. In order
..to incorporate this effect, it is necessary to have internal models
which constantly evaluate credit quality.

Santander Central Hispano has rating and scoring systems

which_evaluate. the.credit.quality. of: all its_clients. and
transactions in Spain. Duly gauged, these systems measure
the credit quality in terms of probability of non-payment, so
that the changes in the quality,of assets are reflected in
changes in the expected loss. :

Capital at risk

As well as the expected loss, the table shows the capital at
credit risk. The capital at risk is not necessary for applying the
anti-cyclical provision, but its calculation does enable Santander
Central Hispano to assume the new capital requirements that
will derive from the review of the Basle Agreement.

Net loan-loss provisions and expected loss
% of average risk

1995 1996 . 1997 . 1998 _

.SAN.Spain 0.90% ...0:53%. 0.40%. 0.12%

0.

. Total Expected Capital at Capital at
portfolio loss risk (%) risk
16,363 22.92 2.5 ¢ 415.74
21,869 115.17 49 1,074.00
16,617 34.90 0.8 141.23
6,407 100.60 6.6 423.82:
8,037 €9.15 © 59 472.59
4,443 .3.60 R I S O 62.28
3,906 2.35 Y7 65.11
617 L 2.77 .i.3.8 2342
78,260 351.45 .34 ©2,678.20

Conceptually, capital at credit riskiis:that which is heeded
to cover unexpected losses, which are not very likely but
with very negative consequences for the entity. The capital
at credit risk reflected in the table is that needed to endow
Santander Central Hispano with a AA solvency rating.

Proof of reasonability :

In order to verify the calculation madel of the expected loss,

the table below compares the specific loan-loss provisions,
..net of recoveries, actually made by.Séntander Central Hispano

over the last few years with the estimated expected loss.

Provisions have been declining continuously since 1995,

reflecting their cyclical nature. (real annual.GDP growth.in .‘
the last few years has been close to0 4% and the NPL ratio J
of the banking industry dropped from 7.4% at the end of ‘
1994 to 0.88% in the third quarter of 2001), and in 2001

..was 0.21%.of outstanding risk..The expected loss.in.this. }
context is 0.45%. : : ,

Averaging out the provision figures and adji.lsting the average
to the effect of the economic cycle, the resulting figure is
practically the same as the estimated expected loss. It can
therefore be considered a good estimate of the' average |
annual provisioning which will have to be:made over the
course of an economic cycle.

The model used by Santander Central Hispano enables not
_.only the expected loss for the widle of the Bank to be

1999.. .2000 2001 Average .. Average adjusted
95-01 to cycle joss
07%. . 011% .. 0.21% 0.33%.. 0.41% 0.45%

|

!

1

|

i

|

|

|

- |
Expected l
\

1

|

i
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calculated but also for it to be equally a;iplied to any sub-
portfolio, client or transaction. As a result the pricing policy
can be adjusted to the risk which each transaction incorporates.

6. Credit risk management in Latih Arﬁerica :

Credit risk management policy in Latin Amenca had two focuses

..in 2001,

.. On the one hand, and after.the acquisition§ made in 2000,

the risk organizations and teams of the new units were

consalidated, in accordance with the organlza‘uona[ framework ..

used by all the Group.

On the other hand, the global ec.:o‘nomic‘ s;ituation,
..characterized by a slowdown in demand in the second half . ..

of the year, and the specific circumstances of some countries

in the region, especially Argentina, requires a special degree .

of prudence and adaptation of Tisk: policies to the
circumstances prevailing in each market,

The Group’s credit risk (lending and guarantees) s{ood at EUR
55,533 million at the end of 2001, 26.5% of the consolidated
portfolio (3.7% lower than a year earlier).:

Despite the unfavorable environment, the strategy of
anticipation and applying moderate and caonservative palicies ...

produced a substantial improvement in‘the NPL:and NPL

. coverage ratios over 2000. The NPL ratio declined from 4.52% .

in 2000 t¢ 3.32% in 2001 and NPL coverage nncreased by 19
percentage.points 10.128.6%. .

The Group’s banks, as a result, continued to be arhdng the...

best in each country in terms of balance sheet quality.

Euro MM.

. ‘Dec-01
Argentina - 4,564
Bolivia . 515
Brazil 7177
Colombia 624
Chile 214,944
Mexico : 17,294
Panama.. . S SR 2
Paraguay © .73
. Peru 1,142
Puerto Rico 5,572
Uruguay 575
Venezuela 3,050
Total 55,533

Risk

Doubtful debt entries, net of recoveries;_dropped to 1.09%
from 1.65% in 2000 (excluding the acquisitions made during
the year). Specific net loan loss provisions, due to the effort
made to increase NPL coverage, increased to 1.7% of the
average portfolio (1.2% in 2000).

Net loan-loss provisions (2001)

Eurc MM. .
Specific - . % of
) ...provisions... .. .. LLR... NLLP. portfoho.
Argentina 380.8 49.2 3316 '5.59
Bolivia 229 97 .. 132 .. ..2.08
Brazil 2749 454 2255 3.12
Chile 1593, . .415. . 117.8 . . .0.79
Colombia 136 109 27 0.35
Mexico 1627 99.2.......635 ..i0.37..
Panama 126 16 1.0 $22.87
Paraguay 1.0 0.0 10 1.44
Peru 4656 46 420 1 ¢ 340
Puerto Rico 1208 12.0 108.8 2.05 .
Uruguay 264 0.2 26.2 :4.49
Venezuela 43.0 185 . 245 .0.83
Latin America 1,264.4 296.7 : 967.8 1M

LLR: Loan loss recoveries
NLLP: Net loan-loss provisions. .......

- Just over two-thirds (68%) of the Group’s lending in Latin..

America is in countries classified as mvestment grade by
Moody’s.

in Argentina, risk. management policy was concenitrated
on substantially reducing both the credit risk of its lending

_and country-risk portfolios, as well as liquidity.and market ..

risks.
NPL ratio (%) NPL coverage (%}
Dec-00 Dec-01 Dec-00 Dec-01 Dec-00
7.295 4.96 4,65 . 100.2 955
752 12.32 21.42 115.1 85.0
7,270 4.30 7.07 ' 1750 1406
921 11.31 10.71 1228 79.7
14,883 3.01 2.23 1331 ... 1401
16,587 1.49 3.48 170.2 929
94 11.95 9.72' 100.0 65.5
69 5.23 9.05 146.5 119.8
1,329 11.44 22.32 104.1 ... 701
5,045 2.45 1.48 99.3 117.3
592. 3.57 137 119.8 1647
2,847 5.69 6.48 S 1103 133.7
57,685 .3.32 a52 1286 .. 109.6
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On the lending side, a very se|ectiVe‘adrﬁissio:n:policy was. .. ..

implemented, which resulted in a 37% decline in the portfolio
during 2001. . cod

Continued rigorous credit risk management produced an NPL
ratio in Argentina of 5.0%, only 0.4 percentage points higher
.than at the end of 2000. This compares very well with the

_.Argentine banking sector as a whole. NPL coverage increased......

to 100% while maintaining a high Ie\?el of capital adequacy
at the Argentine subsidiary.

_In regulatory country risk, its net exposure to Argentma was
reduced to US$182 million.

Banco Rio actively participated in the:first/large scale public
..debt swap.promoted by the Argentine government atthe ... .

end of the first half, exchanging U5$1,850 million of securities.

In December, Banco Rio took part in another debt swap
proposed by the Argentine government. Of the total risk with
the central government and Argentine provinces, both
exchangeable and non-exchangeable, totaling US$2,541

million, US$1,706 million was exchanged for loaris, of which

US$601 million are loans to provinces.

The new loans obtained after the exchange prolong the life
...of the portfolio by three years and.reduce the interest rate

applicable to 7%, with some compensatlon available in the
. form of tax advantages.

. Although there has been no recent correlation between the ...

situation in Argentina and the rest of Latin America, the Group

has taken preventative steps, similar to those.in. Argentina,in........

other countries, tightening monitoring and risk control measures.

During 2001, and aside from the aforementioned consolidation

of the risks model, work continued.on endowing the Group

with a common technological piatform (ALTAIR project) which,

among other functions, homogenizes [T applications for

management risk (GARRA project). A total of 7,500 Group

employees in Latin America received training in this ‘area during
..2001 through 384 courses. .

The management of the risks assumed by the Group’s units in
Latin America is based on the risk-management principles
..common to the Group. The risk management principles applied
are based on those of the parent bank: independence of the
lending. process, integrated management. of the credit cycle in
its different phases, high degree of specialization and efficient
..deployment, through the necessary training.and investment

..The Board’s Risks Committee establ't.shes;the risk policies and

in technology and technical and human resources. The
organization of the risk function in each Latin American bank
replicates the framework in Spain. '

As well as a common risks policy, the Group has trénsferred to
Latin America risk management tools: rating and scoring systems

.in the admission process, spedial watch systemns in the monitoring

process, telephone recovery.collection centers, etc, adapting. .
these tools to the particular situation of each country and market.

With these common attributes (risks culture, tools, technological
platforms), .the Group.intends to develop alsoin Latin America
internal risk models that meet the demanding requirements of
the new international capital rules for financial entities (BIS i).
This new stage of risk management development extends the
Group’s leadership role in the Latin American financial systems.

7. Risk concentration

The Group continuously monitors the degree of concentration
of credit risk portfolios under different categories: geographic
areas and countries, economic sectors, products and customer
groups. Dl ‘

reviews the exposure limits appropriate for adequate

‘management of the degree of concentration-of credit risk

portfolios.

Rlsk dlstnbutlon (%) Compames SAN Spaln

Euro

[ 183% ,
From.600,000; to-3,000,000

12.7% . . 57.1% .
From 150,000 to 600,000 v More than 3,000,000

L o11.8%
| Less than 150,000 .

NLP ratio (%). Companies SAN Spain
Euro

More than
. 3,000,000

From 600,000
03,000,000

Less than From 150,000
... 150,000 to 600,000
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8. Country risk

Country risk is a credit risk component |n all cross-border credlt
operations. -

At Santander Central Hispano, country r|sk i managed via a
specific department within the Risks Division. This unit analyzes
..the risk of emerging countries, assigning a .country.rating
according to the internal system of classification, and. it reports
with.independent criteria on the proposed country limits that
the business areas formulate. During 2001, a closer watch
was kept on those countries which showed specral problems,
stepping up the frequency of revisions of both country risk
. classification.and limits. ;

Country risk activity is carried out under.the poltcnes established
by the Risks Committee. The purpose of these polidies in 2001
was to contain country risk, excluding trade flnance to around
US$1,000 million. ; »

At the end of 2001, the Group’s net regulatory country risk
exposure to emerging markets was US$787.1 million:

9. Counterparty risk .
which provides information on the availabie credit line of any
counterparty, in any product and maturity and at any branch

established for approving credit lines and, where approprlate
Jimit excesses or special transactions.. :

The Net Replacement Value of the portfollos of OTC denvatrve

- replacement value and the maximum potential value of these

Control is carrled out in real t;me through an mtegrated system Denvatlves continue to be concentrated on’ excellent credrt

of the Bank. The appropriate levels of responsublhty are ..

-Santander Central Hispano. Group Notlonal value of. denvatlves by maturity (at 31.12.01) ..

Risk distribution by type of counterparty (%) |

| 557% 93.14%

Companies i OECD banl;s
i )

1.29%
Non-OECD banks

products that the Group maintained with its. counterpartnes ;
at December 31, 2001 amounted to US$3,691.1 million, 0.8%
of the nominal value.of these contracts compared with 0.5%
in 2000. This was largely due to market conditions; particularly |
with.regard to.interest rate contracts, as rates came down. |
during 2001. ;

The equivalent credit risk (that is, the sum of the net

contracts in the future) was reduced to US$23,864.9 million.
This reduction was mainly due to nominal values in interest
rate contracts and the maturity of part of the structured fixed
income portfolio linked to guaranteed funds. §

quality .counterparties, to the extent that 93.89% of.
transactions have been contracted with entities with a rating
equal to or higher than A-. The remaining.6.11%. relates to |
foreign currency operations with clients of the Jbranch network
which are not rated (1.91%) and BBB rated entltles (4 20%).

Net replacerhent

© 331,768.9.

US$ MM.
‘<1lyear : ' 1-5years

RS © 1906107 © . 86,804.4
! FRAS . 78,6464 1,435.1

Interest rate options 3,529.2 4,746.4

OTC interest subtotal 272,786.3 92,985.9
i Currency forwards 52,400.0 703.3
. Currency swaps 12,4364 3,479.0
l Currency options 389.8 249.1

OTC foreign exchange subtotal . 55,226.1 | 4,431.3
I Structured fixed income © 6922 155
| Debt options 104.7 RN
| OTC debt options subtotal 796.9 | 19.7
l Equity derivatives . . . 3...:2,959.7 3,379.9
l OTC equity derivatives subtotal 2,959.7 3.379.9
l Total 100,816.8 .
[

5-10 years >10 years Total - | icost
35,006.7 8,6089  321,030.7 12,7039 |
0.0 00 80,0815 1332 |
2,079.7 533.6 10,8889 : 163.6
37,086.4 9,142.5  412,001.0 ©3,000.7
59.6 00 53,1629 4582
603.8 0.0 65192, . .. 1582
0.0 0.0 638.8 .. 435
663.4 . 00 * 603209 . . 6599
0.0 0.0 707.7 —
0.0 00 ... 1088 ... . 305
0.0 0.0 816.5 , 305 l
1.0 00 63506 . . —_|
11.0 0.0 6,350.6 S -
37,760.8 9,142.5 479,489.0 3,691.1..
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Counterparty risk distribution by geographic areas (%)

| 0.27% 24.26%
Asia : North: Amefica

|
1 17.21%........
Spain

2.06% . 13%

Latin America

In terms of geographic distribution, the changes are. marginal
. apart.from a small rise in Spanish risk largely. at the cost of

EU risk. Latin American risk is mainly concentrated in the local
. operations of the Group’s subsidiaries. in.the region..

...The portfolio. by type of counterparty. was.similar.to that in
2000, with 93.14% of risk with OECD banks, 1.29% with
- non-OECD countries and 5.57% with companies.

Santander Central Hispano Group:. -
equivalent risk and average life (at 31.12.01)

Equivalent risk

. Coverage Av. life
(USSMM.) {%). (months) .. .
IRS . 9,752.70... ...3.04..:.....26.89 .
FRAS 19370 024 452
_Interest rate options 585.30. 5.38.....40.46
OTC interest subtotal 10,531.70 2.56 20.03
..Currency forwards 4,936.00 :9.28 ... ..3.08
Currency swaps 2,32790 35.71 29.31
. Currency.options 22520, 1.35.26. 9.37
OTC foreign exchange !
derivatives subtotal 7.489.10 1242 . ...553
Structured fixed income 1,100.00 5155.43: 150
Debt options 22030 & .. 3688 . . 2478
OTC debt options subtotal 1,320.30 161.70 18.50
Equity derivatives 4,523;80. 63.95 . 14.20.
OTC equity derivatives Do
subtotal 4,523380 17123 14.98
Derivatives 23,864.90 . 438 2065
Risk classification
. %
AAA 10.57
AA . RN .67.67
A Pt . 15.65
BBB L. 420
Unclassified 1.91
. Total .100.00.

4.52%

Supranational

QOceania

b oo%
1 Africa

43.00%
Europ_ean Union

8.17% .o v

Europe

10. Operational risk

The Bank continued to develop and ektend ItS:_ p:roject to

identify, mitigate, manage and quantify..operatiohali risk. The
following progress was made: '

__» The functional requirements which allow computerization

* New rules and procedures regarding the handling-and
accounting treatment of all types of losses arising at the
Bank were established, so they may be incorporated into a
data base of losses in order to be classn‘led and assigned to
the different business areas. :

* The internal model continued to be extendéd, ijncludihg
expected and non-expected loss estimates, t0 the treasury
...department’s operational contro! processes.

*_Functions and specific controls (daily and periodic) relating
to operational control matters in the dlfferent Group units
were redefined.

of controls related to certain rlsk processes were
initiated :

The Bank. continued to closely monitor developments

regarding regulations which are being drawn up at the Bank
for International Settlements in order to take action when
necessary.

11. Market risk

..Businesses subject to market risk.

The market risk area comprises all entities whose activities,

_.both trading or structural balance sheet related, :are subject

to market and liquidity risks.

. Tradlng
This.activity.includes equity and fixed-income portfolios,..
exchange risk positions and the: volatnhty of these risk

. tactors...
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e Structural balance sheet
This comprises two categories. Classrfrcatron is based on the
final objective as well as on the nature of ghe positions:

Structural interest rate risk position
This is characterized by the use of fmancral mstruments to

alter the asset and liability gaps derived prmcrpally from retail
...banking operations. . :

vvatructuraI position in foreign currencres

This position represents the Group's exposure to exchange

...rate Changes arlsrng from permanent investments in currenqes -

other than the euro, basically in Latin Amenca as well as
financing and hedging relating thereto

..The exchange rate position.can be permanent or temporary i

The main features are:

1. Permanent position: thls mainly reﬂects the book value

of the investments (that is, the total amount arising: fromthe... .

acquisitions made by the Group in each. currency, ret of the
initial goodwill, plus the capital gains/lo‘sses.;subs:equently
generated and discounting distributed dividends). These
equity values are usually financed in Euros. | -

From an exchange risk standpoint this practice means that

..the theoretical book value generates a currency. position, in

the currency of the country in which the investment is

denominated. This gives rise.to currency differenvces, except..

in the cases of financing in the same currency.: Goodwill, on

the other hand, is fixed from the moment that disburserent

is made in euros, the currency used by the Santander Central
Hispano. .GQroup..to..present. its. consolldated financial
statements. :

2. Temporary position: this basically arises from: the pur-
chase/sale of currencies to cover exchange risk positions
derived from the book value of the investments.’

During 2001, the Group's policy towards the volume and
currencies covered was set each time in accordance with the

specific forecasts of each country and taking mto account the.

following general considerations:

* The costs of hedging derived from interest rate differentials
tend to be too high when compared.with the expected.

depreciation levels of Latin American currencies. :

¢ The lack of sufficient depth in Latin American financial

markets means that no long-term interestirates are available,

.50 that the purchase/sale of currencies in:order to}hedge
the exchange risk are carried out for periodsranging from
one week to a maximum of three months.

11.1 Methodologies

A. Trading activity

The standard methodology that the Santander Central Hispano

Group.applied in.2001 to trading activities is.Value at:Risk
(VaR) based on historic simulation with a confidence le\iel of
99% and.a.time frame of one day. Statistical adjustments
were made to incorporate more efficiently and quickly the

..most recent developments that determrne the Ievels of risk .

assumed.

Although this is the standard criterion for measuting market
risks, if the size or nature of the portfolios requires:it; the
Group can apply other methodologies: Montecarlo srmulatron
and parametric models. : :

B. Asset and liability management

* Interest rate risk

.The Group analyzes the sensitivity of net rnterest revenue and

net worth to changes in interest rates. This sensitivity arises

.. from gaps in maturity dates and review of interest rates in the

different asset and liability accounts.

The Group manages |nvestments by provrdrng the appropnate

.coverage.in.order.to maintain these sensitivities wnhrn atarget...

range.

The measures used to control interest rate risk in balance sheet

management are the interest rate gap and the sensitivity of
net interest revenue (NIR) and net worth (Market Value of
Equity or MVE) to changes in interest rates.

a)' Interest rate gap of assets and liabilities
The interest rate gap is based on the analysis of the gaps
between the maturities of asset, liability and off-balance sheet

. items..Gap analysis provides a basic representation‘of the...

balance sheet structure and enables concentrations of interest
rate risk by maturities to be idéntified !

b) Net.interest revenue sensitivity (NIR)

The sensitivity of net interest revenue measures the change
in.the accruals expected over a particular. period (12 :m‘pnths),
in response to a shift in the yield curve.
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Net interest revenue sensitivity is calcutated by simulation,
both in a scenario with a shift in the yield curve as well as the

_current scenario. The sensitivity is defined as the difference
between both net interest revenue calculations.

c) Net worth sensitivity (MVE)

Net worth sensitivity measures the interest risk implicit in net
worth (market value of equity) based on the impact that.a
change in interest rates has on the current values.of financial
assets.and liabilities.

o Liquidity. risk

Liguidity risk is associated with the Groups capacity to
finance its commitments, at reasonable market prices, as
well as to carry out its business plans with stable sources of
funding.. The Group permanently monitors. maximum gap
profiles.

The measures used for liquidity risk control in balance sheet

management are the liquidity gap and liquidity ratios.

a) Liquidity gap
The liquidity gap provides information on contractual and
expected cash inflows and outflows for a certain period of

.time, for each of the currencies in: which the Group operates....

The gap measures.the. net need.or excess of funds.at a.

particular date, and reflects the level of liquidity maintained

under.normal market conditions. Two types of IIQUIdIty gap. ..

analysis are carried out:

1.- Immediate liquidity gap: this is a short-term

..measurement that reflects the day to day operational liquidity
in a normal context under conservative criteria, covering an
analysis period of 90 days.

2.- Structural liquidity gap: thisis a medlum/long -term
measurement.

b) Liquidity ratios

The liquidity coefficient compares I|qU|d assets available for

sale (after applying the relevant discounts and adjustments})

with total liabilities to be settled, including contingencies. This
..coefficient shows, for currencies that cannot be consolidated,

the level of immediate response of ‘the entity to firm

commitments. :

.. The coefficient of net accumulated illiquidity is defined as the..

quotient between the 30 day accumulated gap obtained from
the immediate liquidity analysis already described and the

.ad hoc hypotheses

“amount of liabilities to be settled at 30 days.‘ This coefficient

reveals the level of short-term illiquidity.
C. Additional measures

. Back -testing :

Back-testing is a comparative analysis: between Value at Risk
(VaR) estimates and the.daily results actually. generated. The.
purpose of these tests is to verify and measure the precision
of the models used.in the calculation of VaR. .

..The analyses of back-testing carried out by: the Santander

Central Hispano Group comply with the BIS: recommendatlons
regarding the verification of the internal systems used to. .
measure and manage market risks. In short, the estimated daily

..VaR is.compared.with the results of the portfolios ofithe close .

of the prior day valued at the prices of the next day. In’ addition,

. back-testing involves hypothesis, excess:andnormality tests,

Spearman rank correlation, average excess measurements, etc.

s Stress test :
The stress test is an additional measurement to the VaR ,
estimates and consists of setting out different scenarios over |
financia! variables and evaluating their impact on the results

. of a portfolio. These tests include those. concewed for extreme

SCenarios or a crisis.

The Group's stress test analysis falls into two categories,
...depending.on whether the scenarios are created a) on the..

basis of past turbulence or crises in the markets or b) applying

a) Stress test using historic scenarios [ .
The historic scenarios are selected seeking past crisis sntuatlons

in financial markets, using the prices and changes observed,

in order to analyze their possible impact on the value of current

portfolios if similar situations should drise.. '

b) Stress test using ad hoc scenarios

This stress analysis is done with extreme scenarios created
from the movement of market variables, which do not
necessarily relate to.past situations. '

11.2 Control system ...

The process of setting limits is the instrument used by the

Group to establish the level of equity that each activity has
available to meet unforeseen circumstances (which, after all,
represent the risk assumed and therefore the probability of
suffering economic loss).
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I 11.3 Risks and results in 2001
A. Trading activity

Quantitative analysis of daily VaR in 2001.

The Group’s risk performance with regard to trading activity
in.financial markets during 2001, measured by daily VaR, is
shown in the graph.

It can be observed that the Group has a:low/medium risk
profile, which was actively managed throughout the year. This
active level of risk management allows changes of strategy
to take advantage of opportunities in an environment of
uncertainty and high volatility. e

I The maximum risk level was reached on April 26 (US$43.4

28-30 3032 32-34 3436 36-38 3840 40-42

million in VaR terms), with highs in market volatility because
of Argentina’s crisis, and the minimum on March 1 (US$15.3
million), due to the uncertainty over Turkey’s political crisis
which sparked instability in emerging ‘markets and on
December 27 because of the situation in Argentina..The
average risk in 2001 was US$27 million in'VaR terms.

The risk histogram shows the distribution of frequericies of
average risk in daily. VaR terms‘during 2001. The maximum
and minimum risk levels were reached at specific moments;

the daily VaR was lower than US$16 million on seven occasions... .

and it exceeded US3$40 million only twice.

Risk by product

The minimum,.average and maximum values,. measured by.

daily VaR, are shown in the table.
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_VaR statistics by product

_The average risk in Latin America in VaR terms was U$$18.5

US$ MM. : _ million, although Argentina’s crisis and its impact-on the region
o Minimum Average Maximum | Year-end led to.a reduction of the positions (daily.VaR of US$15.3 million
Total trading ' : : at December 31). The Group’s risks were concentrated in fixed
.Total VaR 15.3 27.0 . 43.4 18.9 income (average daily VaR of US$24:3 million, located in both
Diversification effect  -1.7 9.8 206 4.4 Latin America and the US). The market risk in the US is
Fixed income VaR 11.6 243 36.3 15.4 generated by strategic and directional positions of Latin
Equity VaR .. 20........51 10.6 . 2.0..... American fixed-income instruments denominated in. US$ and
Currency VaR 34 7.3 17.1 5.8 located in markets in the US.
Latin America C ‘ Observation of the daily VaR underscores the Group’s
..VaR Total. 11.0 AB5.....327 153 flexibility and.agility in adapting. its risk profile on the basis.
Diversification effect  -1.5 -7.3 22,6 -3.6 of changes in strategy resulting from a d|fferent perception
.. Fixed income VeR...........8.7. 17003102118 - tomarket expectations.
Equity VaR 14 31 L 9.6 1.4
. Currency.VaR... .24 560 .;14.7‘ ; 5.7 .. Details of currency positions.
: The figures reflect in US$ million the net Open posmon in
us . o G 5 each currency (i.e. subject to exchange risk). The long-term
VaR Total 2.0 83 19.9 4.2 positions or assets are shown with a (+) and the'short-term
Diversification effect . 0.9. 1.6 0.3 -04 o liabilities with a (-). Forward operations and the equivalent
Fixed income VaR 09 73 2.8 4.1 Delta risk of currency options are also mcluded :
Equity VaR 0.2 1.3 29 . 0.3 . . .
Currency VaR 0.1 1.2 45 0.1 The table shows that the greatest concentra‘uon is'in the
: ‘ main Latin American countries.
.. Europe . ST . . . . . :
VaR Total 28 6.1 2.1 2.8 Distribution of risks and results
_Diversification effect ...... 1.6... i-3.0.. :10.8 -1.3 P S
Fixed income VaR 0.1 P47 1.7 26 a) Geographic distribution
...Equity.VaR 1.0 126 . L5 12 _ During 2003, .the main feature of the geographic distribution .
Currency VaR 0.1 1.9 6.1 0.4 of the results of the Group’s trading activities was a greater
o : E A concentration in Latin America.and to a lesser extent in Europe,
Asia -, , with particular importance in Brazil and Mexico. The new
VaR Total .. 0.1 0.3 0.5 0.3 acquisition of Banco. Caracas.in Venezuela was 1ncorporated
Diversification effect  -0.0 0.0 -0.3 -0.1 Of note was Latin America’s contribution to the Group’s total
Fixed income VaR 0.1 0.2 05 . 0.3 daily VaR (56%). Europe contributes only 18% of risk in daily
Equity VaR 0.0 0.0 : 0.0 - 0.0 VaR terms, compared with 33% of results. This difference is
Currency VaR 0.0 01 0.3 0.1 due to the significant franchise of clients in Spain, which allows
Historic VaR by product
Us$ MM,
e Fixed-income VaR e EQuity VaR . Currency VaR
35
30
25
20
15
10
5
0
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Currency positions at 31.12.2001

Average positions during 2001
US$ MM. _ AN N
_.Total trading.................EUR . ...USS.. .. ARS.. . BRL.
Annual average position  97.1 717.4 -508.1‘ ‘ %87.6

. intermediation, sales and market making. The. US on. the other
hand, does not have this franchise and so its average level of
daily VaR is relatively higher than the accumulated result.

Contribution of risks by unit

Annual resuft
l Average VaR .

60%
. 50%.|.
40%
l..30%.
20%
0%

0%

..Latin America.. ..Madrid..

Monthly distribution of risk

Monthly result

Average VaR
20%

16%
&%

4%

4%

Jan /.01

Apr/01...

Feb/01 . .Mar/01. May /.01

US$ MM, : , ;

i . EUR  USS . ARS ' BRL = CLP
Total trading 44 9740  -7020 . -144 555

{ latin America . 140 9748  -7023 = 98 = :58.8
us -107 224 03 04 3.1
Europe 11 243 00 42 . 02
CAS@L 00,12 b

-28.7

Iow fISk proflles to obtam high Ievels of revenue from

Rest of Burope.). . US. ... iAsia ..

COP  MXN PEN.  VEB IPY Others (+) Others()

184 615 87 -1707 164 © 139  -136
. 4190 536.. -85 -1626 68 30 . -35
06 79 01 79 7 02 . -
0.0 00 <03 . 01 113 . 182 |  -102
00 .. 100 .. .13
CLP._COP__MXN_  PEN. _UYP . VEB. . GBP ..  JPY..
380 4194 -11.1 03 -1073 -150

The geographic contribution, in percehtagé terms, both in
.. Tisks as well as.in results over the Group's fotal daily. VeR and...
net operating revenue from trading activity, |s shown in the
graph.

The minimum, average, maximum and year-end risk values

in daily VaR terms, by geographic area, are shown in the
table below.

..Risk statistics in 2001

US$ MM.
Minimum  Average Maximum Yearend
_Total .. 15.3 27.0 0. 434 . 189
Europe 28 61 121 28
CASIA 01 03 ,..05 :..03
us 2.0 83 . 199 ' . 42
..Latin America... 110 ... . 185

32.7 i .. 153

Jun/ 01,

a0 Aug /01 Sep/.01 Oct /01

Nov /01

Dec./01..
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Histogram of the frequency of dally results (MtM)
Daily results in US$ MM.

50
2
3
B
B .....
E
2
-4
-
2 i
<412 12109 9106  6to3  -3t00 0to3 3106 6109 91012 1210’15 15to1s P >18
b} Monthly dlstnbutron Histogram of the frequency of daily mark to market

The graph shows that at the beginning of 2001 income was..
much higher than the risk assumed. This situation changed in

the following months as the first signs of ihstabil'rty in emerging
markets began to appear. In-April and ‘May this trend was

. reversed, due to the sharp fall in interest rates in Mexico and’
to improved expectations in Argenting, in the face of the first
debt swap and other measures taken to ease economic . .
pressure. However, in the following: months figures were
released which increased concerns about the snuat:on and

. the markets again became volatife.

.In.September, the terrorist attacks in.New York generated a lot ......

of uncertainty and fears of a recession, with sharp falls in all
.markets, despite joint action by the Fed and the European Central
Bank to lower official interest rates. The year ended with high
levels of volatility.and maximum uncertainty over Argentina,
which made the Group change its strategy and reduce its risk
exposure to levels that were almost at a minimurn.for. 2001...

VaR performance of structural'derivatiyes in'2001
US$ MM. '

—P/L

— VaR

. Structured derivatives.activity.(options outside;of organized

results (MtM) . .
The histogram of daily Mark- to—Market (MtM) results frequency
shows how these are distributed on the basis of size. The most
common yield interval was US$0-US$3 million, which occurred
on 52 days (20% of the year). During 56% of the year the
interval was between ~US$3 and US$6 million.

Risk management of structured derivatives

markets) is mainly focused on designing investment:products
and risk coverage for.clients. ;

These transactions include options on:equities, fixed-income
and currencies.

The units where this activity takes place are: Madrid, New
York,. Portugal, Brazil and.Mexico. Operating revenue

-3,000

Man . Feb Mar L Apr May

Jul Aug  Sep  Oct ‘Nov Dec
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‘Annual average VaR

| 16%
| New York fB_raz»l

LAt 2%
H i
Madrid

14%
Portugal

I
o
!
i
1

Mexico

.at the end of the year.

\ €).Risks...
The graph on the previous page shows the dady VaR

where a stable trend can be observed, with one-off operations
that increased the risk for short periods of time. "

Maximum risk was reached in July (US$2.02 million) and the
minimum in January (US$0.81 million). The table reflects the

average, maximum and minimum values reached by each of .

the units where this type of activity takes place e

i..VaR . Year-end ..

Maximum. 'Average Minimum . .
USs MM, Q .
Total ... 126 202 ;. 132 . 081
| Madrid 0.57 1.15 085 ' 056
Portugal . ... .032 .. 082 031, —
New York 0.25 050 - 029 020
Brazil.. ... . ...056.. ...091 .: 038 . . .—.

The entity with the highest risk consurnption is treasury in

Madrid. The graph shows the contribution of each unit to the
average total daily VaR.

\

|

|

!

|

|

|

i

\

|

1

[

|

!

: L

\ Mexico 0.52 153 . | 047 | :  —
| :

)

\

|

|

i As regards VaR by product type, the three products shown in
~ the table below consumed the same amount of fisk. At the
i end of 2001, FX was the product that marginally consumed
} the greatest risk. This is shown in the table below.

|

[

|

VaR Year-end

Maximum Average. Minimum
US$ MM. v B .
Total 1.26 2.02 1.32 - 0.81
..Fixed income 0.43 . ....1.09 0.70 . 0.36
FX currency 1.15 1.41 0.67 0.04
_Equity .. 065 C o101 . o7 0.55

21% .

amounted to US$26 million, with a VaR of US$1.26 million

..performance of structured derivatives activity during 2001, .. .

..20%

. Results

- 4w 0% 5%
| Madrid

New York Brazil

Portugal Mexico

d) Results

Madrid with US$12.4 million. contnbuted the most to total.

operating revenue (before expenses) of US$26 million,

followed by Portugal with US$6 million, Mexico (US$5.2

million), Brazil (US$4.1 million) and New York (loss of US$1.7

million). The graph shows the percemage contnbunon of .

each unit.

The following graph shows the percentage cdntribuﬂqn of

each unit both to resuits as well as toithe.average, risk .

incurred from total business. Madrid contributed the most
to results and risk and New York the Ieasf(. :

This graph confirms that the contribu_tiénlof_ Maidrjdiand

Portugal to.its results/risk relation was, pos'itive, while the..

contribution of New York, Brazil and Mextco needs to be
improved.

The table shows the relationship results/risk (retufn), with..

risk measured in average VaR terms. This return measures

..results in.terms.of number of times. over.average VaR............

it can. be seen that this.return is.significant in Portugal.and
Madrid (more than 14 times), while!for New York it is
negative and for Brazil and Mexico 11 times.

Contribution of risks by unit

P/L
l Average VaR

50%
40%
30%

10%
%

-10%

New York. °_Brazil

. Madrid Portugal .+ Mexica

22%. . o li] 19%...
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Average VaR

Lastly, the different diameters of the circles.aliow one to
compare the risk levels of the different business units. New

. York is the unit that contributed the most risk to the Group,

followed, to a lesser extent, by Mexico and Madrid. As
previously explained, the important fradchise of clients in Spain
produces low risk profiles with high revenues from
intermediation, sales and market creation. The US, on the

.other hand, does not have this franchise and so.the average

daily level of VaR is higher than the accumulated result.

Unit Annual result Return (1)
US$ MM. : . -

_Total 26.04 229 S 13
Madrid 12.43 ;1085 14.6
Portugal 600 .1 031 : 193
New York -1.69 © 029 © 59
Brazil . 4.12 038 . 10.8
Mexico e 2519 ..047. . 11.0
1) Annual result/average VaR {number of nmes}

Rlsk- profltablllty analysis

The graph shows on the y axis, the accumulated MtM result
for the year and on the x-axis the return or risk-profitability
..ratio,.expressed as the relationship. between the accumulated
MtM result for the year and the average daily VaR. A return
_ of 20 signifies that the results achieved were 20.times higher
than the average risk to which the Group was exposed:in
order to obtain them. The size of the circles represents the
level of risk which in average terms a business unit maintained,
expressed as average daily VaR. L :

There are four differentiated zones: units in the quadrants on

the right show high returns, with results 10 times higher than
the average risk incurred in terms of daily VaR. In this zone,

the units.in.the upper.quadrant also make a contribution to .

the Group’s total MtM results of more than US$4O million.

Stress test

Different stress test scenarios were analyzed:during 2001. A
.scenario of maximum volatility, applying six standard deviations

to different market factors, with results as at: December 3is
provided below.

Maximum volatility scenario

The table below shows, at December 3.1,:2001, the maximum
losses of value of each product (fixed income, equities and
currencies), in a scenario in which a vo!atlllty equ:valent 1o six
standard deviations in.a normal distribution is applied.

* The stress test shows that the economic loss suffered by
..the Group in.the MtM result would be, if this scenario mate-
riglized in the market, US$30.9 million.

In the quadrants on the left are units with a moderate or low

. profitability-risk, but making also a distinction between those
units whose contribution to total MtMresults is significant
{upper.quadrant), and those where the contrlbutlon was less
significant (lower quadrant).

Maximum volatility Stress Test

MtM results vs. Return
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Return (annual result/average VaR)

US$ MM..
Fixed ~....Exchange o
income Equities rate Total
Total . .:36.82 -10.1 160 . ...-309
Latin America -38.2 5.1 96  -336
us 27 — 34 6.1
Europe 05 -5.0 3.0 2.6

Asia -0.8 T Y -0.8

Stress test statistics .
The following table of statlstlcs is based on the two
aforementioned scenarios.

It shows the minimum, average, maxumum and year- end Ioss

of each.scenario.

Stress Test statistics.

Us$ MM.
Scenarios Minimum Average Maximum Year-end
Maximum volatility . ...-30.9 :93.9. . -131.3. .. .-309
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{. B. Asset and liability. management in L'at)'nvAmerica

Quantitative analysis of interest rate risk in 2001

The graph on the evolution of risk shows that t_hé level of
interest rate risk in Latin America, measured by the sensitivity
of net worth and net interest revenue to a parallel movement
of 100 basis points, remained conservative, although there
.were significant increases in net worth .sehsitivity during the
second and fourth quarters of 2001,

As well as the increased sensitivity of net worth in Argentina
arising.from the debt swaps, 2001 was a year of active ...

management of directional portfolios with risk taken onto

. balance sheets.in Brazil, Puerto Rico and Mexico through public

securities.

Evolutlon of balance sheet management nsk

US$ MM.
. NR
B o
250
200 : i 206.2
150
100
50
.0 ‘
Q101 Q201 Q301 a0
Gaps in local currency
US$ MM. - _ :
Total - = 0-6 months
Assets 66,056 | 140,553
Liabilities 72,702 . 44,350
Off-balance sheet 5,739 . 3,593
Gap -908 . . =205
USS gaps
US$ MM,
- ... Total ... . .0-6.months
Assets 37,984 20,403
Liabilities. 31,337 . 17,961 .
Off-balance sheet -5,739 -3,857
Gap . . . 908 . -1,415

. Interest rate risk profile at December 31:, 2001

a) Interest rate risk gaps at December 31, 2001i

The gap tables below show the distribution by maturlty of
the risk in Latin America at the end of 2001. © '

b) Geographic distribution at.Decerﬁber.f.?I,.ZDOf '

Net interest revenue sensitivity

For the whole of Latin America, net interest revenue budgeted
for. 2001 was US$4,912 million, with a consumptlon at the
end of the year of US$41.6 million (sensitivity to 100 basis

points).. This represented 0.8% of the total budget. Some .

70% of net interest revenue risk is concentrated in‘Brazil,

.Argentina and Mexica...

Of all the Latin American markets, Braz&ls is the most
developed in derivative products (mainly swaps) which'makes
balance sheet management more active as'these products
can be used to accommodate more rapidly to changes in
market expectations. Brazil, over less than a yeer, has a positive
gap in local currency and a negative one in US$.

. In.Argentina, the strengthening of liquidity in:responise to the.

country's crisis, largely through placements of very short-term

liquidity, was the main factor that determined the level of net ..

interest margin risk.

In Mexico, revenue sensitivity was largely due to the financing

.of portfolios in a market where the volu‘m‘evof funds in.local

currency at more than three months is not very broad.

>3years | . Notsensitive

6-12 months 1-3 years
2,760 4,966 6,365 11,413
2,741 2,337 4,967 | . . 18,307
420 1,848 -136 i 15
438 4,476 1,261 -6,879
6-12 months 1-3 years >3 years ... .Notsensitive !
2,888 5,855 7,107 ©1,731
.3,208... 3,022 4,337 2,808
-313 -1,515 -593 539
-633.... ..1,318 2,176 . -538
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Baivia, Uruguay and Paraguay are not shown as thefr, sensitivity kevels are insigﬁiﬁcant

interest revenue to a parallel movement of 100 basis points
in the yield curve, shows the positioning:of countries with
| regard to NIR sensitivity.

The two quadrants on the right signify:an improvement in
response to local currency interest rate rises, while those on
the left assume an increase in the event of lower interest rates.
The implications for the US$ are the same, but reflected in
the upper. and lower quadrants. . The size of the circles
represents the total sensitivity of the unit.

Net worth sensitivity
Total local equity in Latin America in 2001 amounted to

year of US$233.7 million (sensitivity to 100 basis points), which
represented 2.9%.of total budget. '

“15{ - v - USStates cdind L USS rates - s et
TN
20 { ¥
e EREAY I TRE—
-25 S’ Brazil

The positioning.graph, obtained from the sensitivity.of net......

US$8,090. million, with a risk consumption at the end.of the .

..US$.MM.
..100
80 w»  Local currerxy rates Local currerky rates .
o USS rates... USS rates .«
&0
40
bl ChileBS  samiago
) I CdvPan
7 N
g { j "~ Vehezuela : )
-20 N -
/‘\ . /_\Puertomco :
40 { Ji / Yo :
0 .Brazi!\'/ g
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80| = Local currency rates { ' Loc;alcurremjrates -
w US§rates : A, / USS rates %
4100 S
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Local currency
‘Bolivia, Uruguay and Paraguay are not shown as their sensitivity Jevels are insignificant.

_Some 63% of net worth risk is coﬁcentrated in Afgentina,

Mexico and Brazil. :

In Argentina, net worth risk increaséd because of the public

debt swaps. In Mexico, Brazil and Puerto Rico, most of the

risk is in medium- and long-term portfolios of government
securities. P

MVE sensitivity 100 b.p..

18% Col1a% L12%
' ]
Brazil

PyettoRico | Chile BS

27%

18%
B. Santiagoe | Others.. | . Mexico

6% S N173

.

Argentina
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worth to a parallel movement of 100 basis points:in the yield
curve, shows the positioning of countries with regard to net
worth sensitivity. The two quadrants on the right signify an
improvement in response to local currency interest rate rises,
while those on the left assume an increase:in the:event of
lower interest rates. The implications for the US$ are the same,
but reflected.in the upper and lower quadrants. Thesize of
the circles represents the total sensitivity of the unit. :

Investment portfolios in Latin Am:erica '

month equivalent), is.concentrated.in Brazil and Mexico,
followed by Puerto Rico and Banco Santander:Chile, and
largely. consists of portfolios (except for.Brazil, where swaps
are incorporated) of local public debt securities. |

! Of note in Brazil, the most developed emerging market in
| derivatives activity, is that structural investment mcorporates
! a large volume of swaps, which makes management:of this
| portfolio one of the most dynamic, generatlng significant
‘ results in 2001.

t

|

!

|

_In Puerto Rico, Chile and Mexico,“manaéementof‘dire‘ctionalw

portfolios made a significant contribution to the results of
Latin American investment portfolios |

| a% i 19%

..Santiago..... } . Mexico...

1% 33% L o23%
[ Argentina Brazil ;

Chile BS

Puerto Rico

The positioning graph, obtained from the sehsitivity of net .,

As the graph shows, the risk of inveStmént portfolibs, (12

financial markets to the Group. Of note was Mexico where
lower interest rates arising from its convergence process were
exploited.

Liquidity risk

Liquidity risk is controlled and analyzed in order to ensure

...that the Group maintains acceptable Siquidity.tévels,to cover

its short- and long-term financing needs in.normal market

_situations. Different scenarios reflecting the additicnal needs

that could arise are also analyzed. All this enables the Group

to anticipate a range.of situations that, with varying degrees ..

of probability, it may have to face in the future.-

Stress test Contlngency plan

.The Group’s liquidity processes focus on. preventlng a.crisis.

Liquidity crises, and their immediate causes; cannot always
be predicted. Consequently, the Group’s Contingency Plan
concentrates on creating models of potential  crises
by analyzing different scenarios, identifying crisis types,
internal and external communications and mdwadual
responsnbm‘ues

The Contingency Plan covers the activity of a local unit:and

...of central headguarters. At the first. sign of crisis, it specifies.

clear lines of communication and suggests a wide range of

.responses to different. levels of crisis.

As the. crisis can begin at a local or.global| Ievel ‘each umt has
to prepare a Contingency Financing Plan, |nd|cat|ng the
amount that could be required.as aid.or financing from the
central unit during a crisis. The Contingency Plan of each local
unit. must be communicated to the centrat unit (Madrid) every
six months, so that it can be reviewed and updated; however,
it must be updated in a shorter period. of:time if market
conditions require it. : '
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Financial management

The Group’s Asset and Liability’ Committee : (ALCO) .is
responsible for managing the structural ‘balance sheet of
Santander Central Hispano, including the structural risks of
interest rates, liquidity and exchange rates. ALCO is also
responsible for managing the Group's capital, ‘within the

_..policies. and. limits set_by.the. relevant.committees. of .the

Board of Directors and the Markets Committee.

Management of structural interest risk
The Financial Management Area, :delegated by ALCO, '
...manages _structural interest_risk,. derived from the gaps.in

hypotheses, .based on..the expectations of the :financial
environment, competition and client performance, are used
for products without explicit contractual maturities.

Dynamic analysis of interest rate risk also entails;calculating
the sensitivity of net interest revenue to iinterest rate
variations. .To achieve this, simulations of net .interest

_revenue for._the following .12 months under different

scenarios are carried out. The expected \%aria‘;ion in net
interest revenue in response to a.100 basis points parallel
shift in the yield curve is also simulated. At the end of 2001,

net.interest revenue was. positioned. pasitively to.an interest

rate decline.

repricing of interest rates and in maturity dates. These reflect

..in.a static way Santander Central Hispano’s mismatches in ..

maturity and revision dates of interest rates for. assets and
liabilities. They are calculated using the contractual maturities
and repricing of the different equity and :off-balance sheet
items, both assets and liabilities. | Certain repricing

The Group uses a system of internal transfer rates to insulate
the business. units from interest rate risk;. managed by ALCO
on a centralized basis. Hedging operations:are carried out
using derivatives and the ALCO public ‘debt portfalio. in
order to offset possible falls in net .interest revenue as a
result of interest rate variations. :

Maturity and repricing gap as at 31.12.01

 Uptotyear 1-3years

Euro MM. Gap
Money market . . 34,772 9,905
Loans 74,457 6,013
Other assets L= B
Assets 109,230 15,918
Money market 36.740 ... ......4,522 .
Customer deposits 48,115 12,030
Medium and long term debts. ... . ’16,0'93 845
Shareholders' equity and other liabilities — P—
Liabilities e ' 100,948 . .. 17,396
Balance sheet Gap 8,282 (1,479)
Off-balance sheet Gap (877) 1,883
Total Gap 7,405 405
Acumulated Gap 7,405 7,810
UsSs MM. Gap :
Money market 9,994 374
Loans 8,784 1,929
Other assets 17,642 28
Assets 36,420 2,331
Money market 14,541 956
Customer deposits 6,093 . 1,588
Medium and long term debts 116,498 565
Shareholders’ equity and other fiabilities - — —
Liabilities 37,132 3,109
Balance sheet Gap (712) .. {778)
Off-balance sheet Gap 992 (825)
. Total Gap . 280 (1,603)
Acumulated Gap '+ 280 (1,323)

3-5years Morethan5years  Notsensitive : = Total
..10,879 5,429, © 19,259, .80,245
2,133 3,862 © 12013 88478
- — 22,789, .22,789
13,012 9,291 44,062 . 191,512
433 1,934 112 . 43,741
5110 17,080 — | 82334
— 1,448. —......18,386 .
— - 47,052 = 47,052
5,543 20,461 47,164 _ 191,512
7.469 (11,170) {3,102) -
(1,065) 58 0. —
6,404 (11,112) (3,102) —
14,214 3,102 [ —
1,017 556 798 | 12,739
1,165 1,329 172 13,379
— — 2,740 20,410
2,182 1,885... . 3,710 . 46,528
76 1,124 — 16,697
73 49 ! — 7,803
497 635 60 = 18,255
— = ..3,773 3,773
646 1,808 3,833 46,528
1,536 77 (123) ... .—
297) 130 - —
1,239 207 - {123) —
(84) 123 — -
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Management of structural liquidity

Structural liquidity. is derived from Idng-term positions or
short-term positions which are considered permanent in
nature. Santander Central Hispano manages:its structural
liquidity in order to ensure that its assets are financed in
optimum conditions in terms of maturity and cost: In order

objectives include maintaining the dependencé on short-
term.markets at acceptable levels. The Group has an active
presence in a wide and diversified series :of financing

financing assets.

i divestments, enabling a strategy to be idrawn up-which
i maintains liquidity risk at reasonable levels.; The Issues and
Securitization Plan optimizes diversification by instruments,
markets and maturities of the sources of finance, and also
takes into account capitalization objectives. The Issues and
Securitization Plan in 2001 raised EUR 5,7:18.2 million.

Issues and securitization plan 2001

(1) Change in the outstandlng balance 31.12.2000/31.12.2001 :

The outstanding balance of securitization funds issued by
the Group in Spain was EUR 5,993 million. @

Liquidity contingency plans are also drawn:up to-evaluate
the possible impact on the liguidity position of extreme
scenarios in order to anticipate the best measures to
minimize the impact..

Structural exchange-rate risk .

Structural _exchange-rate . risk._ is largely derived from
permanent investments financed in Euro'and denominated in
other. currencies.. The book value of each investment
generates a currency position in the currency in which it is
denominated, giving rise to the corresponding difference with
regard to the Euro.

.to.ensure this. financing.on.a.sustained basis, management...

_.markets, as well as a diversified portfollo of hquld or self- .

The Liquidity Plan anticipates the liquidity needs or excesses
-arising..from_business _activity .and from. investments and..

Euro. MM. . e

- Amount

Equity issues .1,823.0

l Preferred shares : —
! Subordinated debt 1,823.0
Senior debt issues 3,152.0
_Short-term.issues (1)... .243.0
Securitization (1) £ 500.2
Total . 5 718.2

Coverage of these investments is usually not carried, out
because the cost is excessively high.in relation to' the
expected tevels of currency depreciation, which impact the
Group's reserves but not its results. :

Certain one-off hedges of permanent investments. are

._made when it is believed that the market is:not adequately

discounting a strengthening/weakening of ithe relevant
currency against the Euro..
carried out to hedge the currency risk of the Groups results
in Latin America. s

Outstanding balance of securitized funds issued By !
the Santander Central Hispano Group in Spaln

...Euro MM. - o
P f31.12.2oo1
FTH.Hipotebansa il . S 286
FT.H.:Hipotebansa v ; ‘ © 749
FT.H.:Hipotebansa V o Do i .87.9
F.T.H.:Hipotebansa VI - 1300
FT.H.:Hipotebansa VIi 188.9
F.T.H.:Hipotebansa Vil £ 2181
F.T.H.:Hipotebansa [X 395.8

FT.A.:Santander 1 2,191.1 .
FTH.:Banesto 1 ' 461.3
F.T.H.:Banesto.2 .. ' 551.7
FT.H.:Banesto 3 501.0

L ETH:UCH RO B 9.0 .
FTH.:UCI 2 : 22.2
.. ETH..UCIL3 e . bt Lo 23
FTH..UCI 4 100.5

FETH.:UCLS 188.5 .
FTA.:UCI6 377.5
FTAUCI7 4426
Total 5,992.7

Management of capital

One of ALCO's objectives is to optimize : the relation
between the Group’s solvency level and the cost of that
solvency. The goal is to maintain a BIS ratio of aver 12%,
although sometimes the ratio can be lower because of a
possible concentration of inveStments.. .

-The Group manages both eligible equity and risk assets to

optimize solvency, the latter through-schritizétions.and
the use of derivatives. Management of eligible equity is
carried out through a Capital Plan whose: objective is to
optimize the.volume. and .composition.of the. different
sections («tiers») in terms of cost and targeét level.

in..addition, operations. are
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Responslbrlrty for the. |nfonnat|on

The consolrdated financial statements mcluded in this report are
presented in accordance with Bank of Spain regulations and were
prepared by the directors of Banco Santander Central Hispano, S.A.
from the accounting records of the Bank and of its- dependent and
" associated companies. :

The Banks directors are responsible for defining the accounting policies
-and designing and maintaining the internal control systems to provide
reasonable assurance that the accounting records are reliable, to make
the preparation and presentation of the financial statements more
effective and to safeguard the Groups assets against unnecessary
losses or unauthonzed uses.

R The Banks' Board of Directors expressly undertakes the general function

~of supervision of the Groups transactions and to discharge its duties

Jin this respect direcrly and on a non-delegation basis: Its Audit and
~Compliance Committee is entrusted, inter alia, with the following

duties in the areas of information, accountrng control and assessment, )
Sl of the compliance system:. - '

To propose the appomtment of the auditors, the terms of their’
engagement, the scope of their services and, if approprlate therr :

- -revocatron or non-renewal.

"1 2. To revise the Bank's financial statements and the Group’s

consolidated financial statements, monitoring complrance with -

legal requmements and the proper application of generally accepted
" accounting principles.

3. 'To sefve as 3 communication channel between the Board of Directors

~and the auditors, and assess the findings of each audit and the rephes
-, of the management team to theur recommendatrons

4, ..To chec.k the adequacy and integrity of the internal control systems

5. To momtor any situations which might involve risk for the,
.vindependence of the auditor and, specifically, to.check the

: percehtage that the fees paid in all connections represent with .
- Tespect to the auditors’ total revenues. The fees paid must be .

disclosed publicty.

6. To monitor,. before’ public disclosure, the periodic financial
information furnished by the Bank and the Group to the markets

and to their supervisory bodies, making sure that this information . -

is prepared in accordance with the same principles and 'practices
as the financial statements.

7. To examine compliance with the Code of Conduct in connection
with the securities markets and, in general, with the rules of
governance of the Bank and the Group.

For these purposes, the Audit and Compliance Committee has met
on a quarterly basis with the Controller and with Internal Audit and
Control Management of the Bank and the Group and with therr
external auditors to analyze their reports and recommendatlons

Our external auditors, Arthur Andersen, examine each year the
financial statements of nearly all the companies composing the
Santander Central Hispano Group to'issue their professional opinion
thereon. The external auditors are regularly informed-of our controls

- and procedures, defi ne’and perforrn their audit tests with fuﬂ freedom

and have free access to the Chairman, First Deputy Chairman and
CEO and to the Deputy Chairmen of the Board of Directors, to set”
forth their conclusions and discuss their recommendations for
improving the efficiency of the internal control systems

The Charrman of the Audit and Complrance Committee has met -
penodrcally with the auditors to ensure the effecuveness of their audit
and to analyze- the possrbie situations which mvght put their
independence at risk. In this connection, following the most advanced
practices in shareholder information transparency, he reports that the
fees incurred by the Group for the audits of the more than 500

~ companies composing it amounted to €9.89 million in 2001. *

“To facilitate analysis of the situations which might put the.
" independence of our auditors at risk from the quantitative and
qualitative standpoints, we set forth below significant information

on the criteria established by the «Q Malley Panel» and in other

relevant mternatronal documents for the purpose of evaluating the '/ :

effectrveness of the audit functron

1. The ratio of audrt fees to the audrted entrty‘s revenues: The audit
. fees paid by the Group including .those arising from the ),
nonaccountrng reports requlred by legal and tax regulations
emanating from the various natlon\al supervisory bodies in the

_countries in which the Group operates, with respect to the Group’s 1~

total financial revenues (a commonly accepted indicator of the
"business volume of financial institutions) are 21% lower than the

average of similar ratios of other international groups comparable "}

to the Santander Central Hispano Group and 33% lower (in
"nominal terms) than the correspondlng figure in 2000

= This decrease made in the context of rationalization of the Groups B

costs, was due, inter alia, to thei improvements to the administrative -

' - ‘pmcssesusedbytherecenﬂyacqurredentmes tomeconcentrauonj':

of the entities that ~operate in partlcular countries and to the v
_evolutron of certain Latm Amencan countnes exchange rates

'2. ‘Ratio of the audit fees to the fees billed by the auditors for non-

~ attest work: The information” available on numerous listed
multinational companies shows that, on average, the annual fees
pard by these companies to their auditors for non-attest work are
2.4 times the fees they_pay for audl‘r services.

In the Group’s case, this ratio is lower than 1, since the fees for
non-attest work amount to €7.4 million.

3. The relative importance of fees generated by a client with respect
to the total revenues of the audit firm: In accordance with the
sensitivity thresholds set by the U.S. Securities and Exchange
Commission, the independence of an audit firm is questionable if
15% or more of its total revenues are obtained from any one dient.

In 2001, our auditors billed the Group for less than 0.2% of their
total revenues; a similar percentage to that represented by the fees
invoiced to the Group by our auditors with respect to our general
administrative expenses, excluding personne! expenses.

Based on the foregoing, the Audit and Compliance Committee
considers that there are no objective reasons to question the
independence of our auditors.

136 Auditor’s report financial statements Santander Central Hispano




ANDERSEN

Translation of a report and consolidated financial statements originally issued in Spanish and N T .
prepared in accordance with generally accepted accounting principles in Spain (see Note 27). fu_—""'“ ~dez. Whricrd> G
In the event of a discrepancy, the Spanish-language version prevails. PRI Ko

Auditors’ report on consolidated financial statements

To the Shareholders of
Banco Santander Central Hispano, S.A.:

1. We have audited the consolidated financial statements of BANCO SANTANDER CENTRAL HISPANO, S.A. (the «Bank») and Companies
composing, together with the Bank, the SANTANDER CENTRAL HISPANO GROUP (the «Group» — Notes 1 and 3), which consist of
the consolidated balance sheets as of December 31, 2001, 2000 and 1999, and the related consolidated statements of income and
notes to consolidated financial statements for the years then ended. The preparation of these consolidated financial statements is the
responsibility of the Bank’s directors. Qur responsibility is to express an opinion on the consolidated financial statements taken as a
whole based on our audit work performed in accordance with generally accepted auditing standards, which require examination, by
means of selective tests, of the documentation supporting the consolidated financial statements and evaluation of their presentation,
of the accounting principles applied and of the estimates made.

2. The merger of Banco Santander, S.A. and Banco Central Hispanoamericano, S.A. through the absorption of the latter by the former
(which changed its corporate name), as established in the merger plan, was formally executed on April 17, 1999 (Note 1).

3. Pursuant to Rule 13.4 of Bank of Spain Circular 4/1991 and after authorization by the Bank of Spain and by the respective
Shareholders’ Meetings, the Bank and other Group entities recorded in 2001, 2000 and 1999 - with a charge to unrestricted reserves
(approximately €452 million; €496 million and €802 million, respectively) and to the related deferred tax asset accounts
(approximately €244 million; €267 million and €413 million, respectively) - the allowances required to cover the commitments to
employees who took early retirement in those years through the date of effective retirement (Notes 2-j, 17 and 21).

4. As required by the Bank of Spain, the «Reserves» caption in the consolidated balance sheets as of December 31, 2001 and 2000,
includes approximately €3,738 million for the difference between the market value of the holdings in the capital stock of certain
entities acquired in 2000 and the amount at which certain Bank shares were issued - pursuant to Article 159.1.c of the revised Spanish
Corporations Law - for these acquisitions (Notes 20 and 21). This addition to the Group's reserves gave rise to a corresponding increase
in the acquisition cost of the holdings acquired (Notes 10 and 11).

5. In our opinion, the 2001, 2000 and 1999 consolidated financial statements referred to above present, in all material respects, a true
and fair view of the net worth and financial position of the Santander Central Hispano Group as of December 31, 2001, 2000 and
1999, and of the results of its operations and of the funds obtained and applied by it in the years then ended, and contain the required
information, sufficient for their proper interpretation and comprehension, in conformity with generally accepted accounting principles
and standards applied on a consistent basis.

6. The accompanying management report for 2001 contains the explanations which the directors of the Bank consider appropriate about
the Group's situation, the evolution of its business and other matters, but is not an integral part of the consolidated financial
statements. We have checked that the accounting information in the management report is consistent with that contained in the
consolidated financial statements for 2001. Our work as auditors was confined to checking the management report with the
aforementioned scope, and did not include a review of any information other than that drawn from the accounting records of the
Group and associated entities.

ARTHURL ANDZRSEN

January 22, 2002
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' Baﬁco,San.tander Central Hispano, S.A. and 'compahies composing the Santander Centrél Hispano Group.
Consolidated balance sheets as of December 31, 2001, 2000 and 1999 (Notes 1, 2, 3 and 4),

Thousands of Euros :

2001 . 2000 o -~ 1999
Assets )
Cash on hand and on deposit at Central Banks: o . . .
Cash on hand 1 ; 2,472,131 2,483,658 1,884,077
Cash at Bank of Spain _ 2,109,979 ) 1,797,874 ‘ 2,349,525 |
‘| Cash at other central banks T « 5,200,089 4,090,140 1,993,287
) ) 9,782,199 8,371,672 . 5,226,889
Government debt securities (Note 5} - 24,694,890 : 22,754,931 . 29,717,584
Due from credit entities (Note 6): C A L s D ;
Demand deposits : 5,612,648 5,582,5 10 . 4,467,912
Other ~ , , S T 37,376,642 31,181,980 - - 25,758,369
' . T ; 42,989,290 - 36,764,090 30,226,281
Loans and credits (Note 7) - K ) 173,822,046 169,384,197 127,472,077
Debentures and other fixed-income securities (Note 8) -~ : - "
Public-sector issuers ' v 32,080,620 -33,723,607 16,240,405 ‘
Other issuers - o ' - 10,223,775 12,838,069 - - 9373361 . i,
L el "~ 42,304,395 - 46,561,676 . TT25613.766 |
-Common stocks and other equity securities (Note 9) o 7,807,911 - .- 6,448,914 5,526,150 |
Holdings in non-group companies (Note 10) : .. 6,661,805 | .. 7,719,700 4,036,734
Holdings in group companies (Note 11) ' 1,227,351 -~ . . 1,155969 ° 861,010
Intangible assets: ’ . - ) S ) :
Incorporation and start-up expenses ' : 12,758 : ‘ 61,622 - 61,195
"Other deferred charges N : 861,022 619,060 ' 354,783 -
, ‘ ‘ 873,781 680,682 415,978
Goodwill in consolidation (Note 12): R ‘ , , :
: : Companies‘consolidated by the global integration method : "8,»792;711 i : 10,038,982 - : 1,494,230 ©
.| Companies carried by the equity method ' , st 1,075,986 00 Y 1,593,800~ . - . 1,048,369
o . ' ' 9,868,697 11,632,782 "7 542,599
Property and equipment (Note 13): ‘ ' ' .
Land and buitdings for own use ‘ 3,758,784 . . 4,043,555 3,229,695
Other property 518,637 - 611,319 - 755,941
Furniture, installations and other ) 2,076,509 2,050,629 " 1,901,160
. ) 6,353,930 o 6,705,503 - 5,886,796
Treasury stock 21378 - - 56,062 35,694
Other assets | : 21,076,637 19,975,250 9,220,445
Accrual accounts 9,126,074 9,729,160 7,819,714
Prior years' losses at consolidated companies (Note 21) - ‘ 1,527,129 987,377 836,735
Total assets 358,137,513 348,927,965 256,438,452
Memorandum accounts (Note 23) 85,606,110 89,601,751 68,170,478
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Banco Santander Central Hispano, S.A. and co‘mpanieskcomposiﬁng the Santander Central Hispano Group. - o
"|" Consolidated balance sheets as of December 31, 2001, 2000 and 1999 (Notes 1, 2, 3 and 4). - Eoee

T T g } Thousands of Euros

S 2001 ©..2000 ©o 19997
Liabilities'and equity” , . R U o L

Due to credit entities (Note 14) : . ©1%. 53,929,789 ¢ ¢ 68,010,963 . } 63,252,215
Customer deposits (Note 15): ‘ : ' S »

- Savings deposits- .- ST . : : Lo
Demand : . , ' 75,481,038 . 67,287,855 . -49,338,388"
Time* 2 : PR R o 52,759,866 760,250,328 7 " . 46,503,366 -

Other deposits- S : o o . RS
Demand ‘ . _ 1,137,361 1,539,312 1,405,407
Tirme R ‘ v ) 52,149,027 U 40,476,981, .0 24,325,983
i i . 181,527,292 © 169,554,476 121,573,144
Marketable debt securities (Note 16): o o e
Bonds and debentures outstanding . 21,229,154 20,085,957 ~  .* 13,970,755
Promissory notes and other securities - o : : 20,379,942 14,079,953 .+:10,114,006
S S TR 41,609,096 34,165,910 24,084,761 -
Other liabilities . , : 11,254,425 011,062,469 - . 10,807,965
.- Accrual accounts : ) . °9,473,748 10,454,582 ¢ 7,520,158 |
Provisions for contingencies and expenses (Note 17): ; el i i o RS
Pension allowance ‘ e ‘ 9,021,366 ... 8652369 2,080,235
Other provisions Ce e e 7,895,923 .7 6,794,863 2 +..2,157,790
K S o ' 16,917,289 - 15,447,232 ... 4,238,025
General risk allowance : . v : 132,2237- 0 .~ 132,223 S 132,223 ;
Negative difference in consolidation = . ‘ o C7,3330 SN 154,899 0 $26,927° |, .
Consolidated income for the year: ’ ' . : e ‘
Goup , : = 2,486,303 U 2,258141 1,575,108 |

“Minority interests (Note 19) S T : Lo 840,606 :' . 800,987 - . 1596919
‘ Sl ‘ e 3,326,909 3,059,128 - . 2,172,027

" Subordinated debt (Note 18) : : _ e 12,995,991 110,729,941 48,008,668 1.

. Minority interests (Note 19) ‘ Do 7433330, *' 8,331,723 : 6,340,089 -

Capital stock (Note 20) ‘ L 02,329,681 2,280,118 °° " 1,833,897
Additional paid-in capital (Note 21) S y 8,651,004 ' s 8,078,240 #+3,219,988
Reserves (Note 21). . .~ ' 5423738 0 5,394,432 . 1,549,962
Revaluation reserves (Note 21) ) ) i 42,666 -7 : 42,666 co 42,666
Reserves at consolidated companies (Note.21) . 3,072,999 . - - 2,028,963 - 1,545,737
Total liabilities and-equity 358,137,513 348,927,965 256,438,452

The accompanying Notes 1 to 27 and Exhibits 1 to lll are an integral part of the consolidated balance sheets as of December 31, 2001, 2000 and 1999,
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‘ ;'}B_ar‘\vcd Santénder Central Hispano, S.A. and companies composing the Santander Central Hispano Group.
A Corisolidated statements.of income for the years ended De_cember 31, 2001, 2000 and 1999 (Notes 1, 2, 3 and 4)..

Thousands of Euros

and 1998,

B 0 2001 o - 2000 1999
"1 (Debit) Credit : o '

" Interest and similar revenues (Note 25) ' 28,116,759 29,159,725 19,612,041

| Of which: fixed-income securities 5,318,056 4,292,248 3,503,810

‘Interest and similar- expenses {(Note 25) (18,408,400) ... (21,294,358) - (13,273,785)
Income from equity securities (Note 25):

71" Common stocks and other equity securities 124,734 130,822 91,414
#1. Holdings in non-Group companies 408,165 271,898 . 207,698
Holdings in Group-companies - 15,506 21,474 32,569 .
: : ) 548,405 424,194 331,681
Net interest revenue 10,256,764 8,289,561 6,669,937
- Fees collected (Note 25) 5,535,183 4,762,378 3,691,386

* Fees paid (Note 25) {913,448) . (749,384) " .(614,252)

" Gains (losses) on financial transactions (Note 25) ‘685,142 702,102 - 379,623
Net ordinary revenue 15,563,641 13,004,657 - 10,126,694 .

. Other operating revenues (Note 25) © 118,700 201,622 . 148,901
General administrative expenses: : e S IR
Personnel expenses (Note25) " (5,258,297) " 1/(4,450,957) = (3,775,798) *

Of which: 5 C e o
Wages and salaries - (3,794,237) (3,299,881) (2,783,888)
-, .Employee welfare expenses (841,104) > (716,064) . . -(608,583)
- Of which: Pensions . (162,910) (130,666) - (82,236)
O‘ther administrative expenses (Note 25) 7 (3,142,686) (2,845,408) " : . (2,067,385) "
(8,400,983) (7,296,365) - (5,843,183)
Depreciation, amortization and writedown of property and : S DR
. equipment and intangible assets (Note 13) (987,319) - - (900,148) .. (735,783)
Other operating expenses (349,585) (321,205) - (217,651). | -
| Net operating revenue 5,944,454 - 4,688,561 3,478,978 .
" -Net income from companies carried by the equity method (Notes 10 and 11)- .
Share in income of companies carried by the equity method . 1,102,479 1,130,474 . 615,262
_ Share in losses of.companies carried by the equity method (156,930) (82,831) (52,150) .
" Value adjustments due to collectlon of dividends (423,671) (293,372) .0 -..(240,267)
- 521,878 754,271 322,845
Amortization of goodwﬂl in-consolidation (Note 12) -{1,872,952) {598,548) - . -{648,005) ..
" Gains on group transactions: . ' L LT .
Gains on disposal of holdings in companves consolldated by the global ‘ - R : C S
integration method 7,314 5,397 37,395
Gains on disposa! of holdings camed by the equity method 1,173,987 374,701 703,340
" Gains on transactions involving controlling company shares and ) ’ :
Group financial liabilities 4,520 - - 15,404 37,714
Reversal of negative differences in consolidation — 3,943 — il
1,185,821 399,445 778,449 -
Losses on group transactions: B i :
Losses on disposal of holdings in companies consohdated by the global .
integration method 451) (168) (3,630)
Losses on disposal of holdings carried by the equity method (5,884) (11,678) (40,238)
Losses on transactions involving controlling company shares and Group
financial liabilities {10,037) (2,753) (30,075)
(16,372) (14,599) (73,943)
Writeoffs and credit loss provisions (net) (Note 7) - (1,586,017) (1,048,345) (988,070)
Writedown of long-term financial investments (net) (751) (613) (3,955)
Extraordinary income (Note 25) 3,005,644 451,390 413,502
Extraordinary loss (Note 25) (2,944,400) (857,566) {564,218)
Income before taxes 4,237,305 3,773,99% 2,715,583
Corporate income tax (Note 22) (465,664) (392,762) (352,199)
Other taxes (Note 22) (444,732) (322,1086) {(191,357)
Consolidated income for the year 3,326,909 3,059,128 2,172,027
Income attributed to minority, interests (Note 19) 840,606 800,987 596,919
~ Income attributed to the Group 2,486,303 2,258,141 1,575,108

The accompanying Notes 1 to 27 and Exhibits | to I are an intégrai part of the consolidated statements of income for the years ended December 31, 2001, 2000
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'Banco Santander Central Hispano, S.A.

-and Companies Composing the

-Santander Central Hispano Group

Notes to Consolidated Financial Statements for

i the Years Ended December 31, 2001, 2000 and 1999

(1) Descnptlon of the Bank merger of Banco Santander,
S$.A. and Banco Central Hispanoamericano, S.A.; basis of
pr'esentatioh of the consolidated financial statements and
other information” )

. Descnptlon of the Bank
Banco-Santander Central Hispano, S.A. («the Bank»} is a prlvate-

* law entity subject to the rules and regulationis applicable to banks : -

operating in Spain.. The bylaws and other public information on

“| “ the Bank can be consuited in its registered office at Paseo de .

. Pereda 9-12, Santander.

' ‘Merger of Banco Santander,'S.A. and Banco Central
. Hispanoamericano, S.A.

| OnJanuary 15, 1999, the Boards of Directors of Banco Santander, o
S.A. and of Banco Central Hlspanoamerrcano S.A. prepared a:

plan for the merger of the latter into the former. This merger

plan was approved by the respective Shareholders’ Meetings on-.

March 6, 1999. :

As a result of the merger, Banco Santander, S.A. changed its name

to «Banco Santander Central Hispano, S.A.» through the related
resolution of the Shareholders’ Meeting that approved the merger.

erger exchange ratio’

The exchange ratio for the shares of the two Banks, determmed
on the basis of the actual value of the net worth of the two entities .
was, with no supplémentary cash compensation of any kind, as

follows: three newly issued shares of Banco Santander, S:A. of Ptas.

115 par value each with the same characteristics and rights as those. . -
existing at the time of issue, for every five shares of Banco Central _

Hispanoamericano, S.A of Ptas. 84 par value each.

Merger balance sheets

For the purposes of Article 239.1 of the Corporations Law the
merger balance sheets were deemed to be those of the two
companies as of December 31, 1998, which, prior to adoption
of the merger resolution, were submitted for approval by the
related Shareholders’ Meetings. )

In accordance with the provisions of Bank of Spain Circular 4/1991
for mergers, the merger balance sheet of Banco Santander, 5.A.
revalued property for own use and rights on leased assets by
€449,942,000, which gave rise to an increase in reserves of
€292,465,000 and to deferred tax of €157,477,000.

The effect of this revaluation on the consolidated balance sheet as
of Decemnber 31, 2000, amounted to €339,842,000 (Note 13),

after e!imihating the reserves arising from the revalued property
which was leased by Banco Santander, S.A. from other Group

- ‘companies under financial lease contracts. As a result, the net

effect on the Group’s consolidated reserves as of December 31,
1999, amounted to €220,902,000 (Note 21); net of the refated

- deferred tax of €118,940,000 (recorded under the «Other Liabifities

~ Accrued Taxes Payable» caption - Note 22), the balance of which
amounted to. €110.4 million as of December 31, 2001.
Subsequently'in accordance with Rule 3.13 of Bank of Spain Circular
4/1991, all the amount of the revaluation was used to cover certain

" expenses.and writedowns arising from the merger, after recording

the related deferred tax asset of €118,940,000 (recorded under -
the «Other Assets — Tax Receivables» caption — Note 22), the balance
of which amounted to €62.8 million as of December 31, 2001.

\Basis of presentatlon of the consolrdated fmancnal

statements -

:"The consohdated financial statements of the Bank and of the-

companies which, together with it, compose the Santander

Central Hispano Group («the Group») are presented in the formats

stipulated by Bank of Spain Circular 4/1991 and subsequent

‘amendments, and, accordingly, they give a true and fair view of |

the;con‘solidat_ed net-worth, financial position and results of the

_.Group. These consolidated financiel statements, which were
. prepared by the Bank’s directors from the accounting records of

the Bank and of each of the companies composing the Group
and-include the adjustments and reclassifications'required to
conform the ‘accounting principles and presentation criteria
followed by certain dependent companies -mainly those abroad-
with thdse applied by the Bank (Note 2). R '

The 2000 and- 1999 consohdated financial statements were |

"approved by the Shareholders Meetings of the Bank on March

10, 2001 and March4 2000 respectlvely

The 2001 consolldated financial statements of the Group, the

Bank and almost all‘the consolidated companies have not yet
been approved by the respective Shareholders’ Meetings. However,
the Bank's Board of Directors considers that they will be approved

“ without material changes.”

Corporate resolutions

The directors of the Bank and their legal advisers consider that
the objection to certain resolutions adopted by the Bank's
Shareholders’ Meetings on March 10, 2001, January 18 and March
4, 2000, wili have no effect on the financial statements of the
Bank.and the Group. On April 25, 2001, the Santander Court of
First Instance number 1-rejected in full a claim contesting the
resolutions approved at the Shareholders’ Meeting on January
18, 2000. An appeal has been filed. :

Accounting policies
The consolidated financial statements of the Group were prepared
in accordance with the generally accepted accounting principles
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_and valuation methods described in Note 2, which basica\lly

coincide with those established by Bank of Spain Circular 4/1991.

" and subsequent amendments thereto. Al obligatory accountmg
principles and valuation methods with a material effect on the_

: Acohsolidated ﬂnancial statements were applied in preparing them. -

Consohdatlon principles
The companies whose business activity is directly related to that
of the Bank and which are directly or indirectly 50% or more

owned by the Bank or, if less than 50% owned, are effectively

controlied by the Bank and constitute, together with the Bank,
a single decision-making unit, were consolidated by the global
mtegratlon method.

Al significant accounts and transactions between consolidated
" companies were eliminated in consolidation. The equity of third
. parties in the Group is presented under the «Minority Interests»
caption and in the «Consolidated Income for the Year - Minority
interests» account in the consolidated balance sheets (Note 19).

“The holdings in companies controlled by the Bank and not

consolidable because their business-activity is not directly related |
to that of the Bank {Note 11) and the holdings in other companies
with which the Group has a lasting relationship.and which are

~ intended to contribute to the Group’s business activities, in which

the Group’s ownership interests are equal to of exceed 20% 3%
if listed- («associated companies» - Note 10), are carried at the

- fraction of the investees' net worth.corresponding to such

holdings, net of the dividends collected from them and other net

- warth eliminations (equity method).

The income or loss generated by companies acquired in each year

s consolidated by taking into account only the income or loss relating

10 the pen'od between the acquisition date and the related year-end.

Determination of net worth

In evaluating the Group's net worth, the balances of the following
captions in the accompanying consolidated balance sheets should
be taken into consnderanon :

Thousands of Euros

2001 : 2000 1999
-Capital stock (Note 20) 02,329,681 2,280,118 1,833,897
Reserves (Note 21)- S R
Additional paid-in capital ' 8,651,004 ’8,078,240 e 3,219,988
Reserves ' 5,423,738 5,394,432 - 1,549,962
Revaluation reserves 42,666 .. 42,666 T 42,666
14,117,408 - . "13,515,338 4,812,616
Reserves.at consolidated companies 3,072,999 . 2,028,963 1,545,737
Prior years' losses at consolidated compames (1,527,129) - (987,377) (836,735)
. Total reserves 15,663,278 "14,556,924 5,521,618
Add- Consolidated income for the year- Group 2,486,303 2,258,141 1,575,108 . |
Less- : o ;
Other assets- - v : : .
Interim dividend paid (Note 4) (685,380) .- (597,047) (403,459)
Interim dividend not yet paid , - (301,482) {201,730)
Treasury stock (Notes 20 and 21} (21,378) (56,062) . (35,694)
(706,758) (954,591) (640,883)
Net worth per books at year-end 19,772,504 - 18,140,592 8,289,740
Less-
Third interim dividend {Note 4) (350,039) - —
Final dividend (Note 4) (294,043) (342,690) (263,436)
Net worth, after the distribution of income for the year 19,128,422 17,797,902 8,026,244
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Equuty

# The entry into force of Law 13/1992 and Bank of Spain Clrcular :

5/1993 and subsequent amendments introduced new regulations

. governlng minimum eqmty requirements for Cl'edlt entmes at.

both mdlv:dual and consohdated group Ievels

As of December31 2001 2000 and 1999, the computable equny .

|" of the Group was- higher than the minimum requxrements
i stlpu|ated by the above- mentloned legistation. :

‘Detanl of nsk provmons and coverage

“In accordance with the Bank of Spain regulations, the nsk

_provisions and coverage are presented as assigned o the related
“+, assets.and/or in specific accounts: - The detail of the aggregate

‘risk‘provisions, coverage and guarantees, disregarding their

accountlng classification, is as follows::

Thousands of Euros

/ : L 2001 T 2000 1999
| Credit loss allowance- . ' ‘ . ‘
Due from credit entities (Note 6) 107,107 .+.279,405 - 154,166
’ -Of which: Country.risk 67,999 T 152,212 117,324 .
1 ‘Loans and credits'(Note 7) 5,287,314 ©5,172,184 3,465,081
. Of which: - Country risk . 262,760 153,114 238,307
Debentures and other fixed- income securmes (Note 8) 188,453 198,881 210,252
Of which: Country risk 12,177 . i 32,173 30,988
5,582,874 5,650,470 3,829,499
_Security price ﬂuctuatlon allowance- - R C e T
Government debt securmes {Note 5) . 10,182 AL 3,696 - S 817
 Debentures and other fixed-income securities (Note'8) - 298,775 313,079 . 181,373 :
Common stocks and other equity securities (Note 9) 522,640 618,406 179,775
o o 831,597 935,181 361,665
Perision commitments (*) (Note 2-j)- - i e R
* At Spanish companies . 6,626,201 5,966,704 5,215,763
Of which: Other assets /3,240,237 3,170,597 =
At foreign companies . 4,033,609 3,541,307 261,170
T 10,659,810 9,508,011 5,476,93§
" General risk allowance (**) _ 132,223 132,223 132,223
Tangible fixed asset allowance- . T A S
Foreclosed assets (Note 13). 563,455 623,881 404,499
Other assets ‘ 131,652 . 199,702 60,327
‘ v : 695,107 723,583 473,826 .|
Other asset allowances 243,013 219,117 230,091
Other provisions for contingencies and expenses (Note 17) 7,895,923 6,794,863 - 2,157,790
Total - 26,040,547 23,963,448 12,662,027

*) As mdlcated in- Note 2-1 a portion of the coverage of these commrtmems |s not recorded in'the consohdated balance sheets The consolidated balance sheets
as of December 31, 2001 and 2000, do not include the pension commitments of foreign companies which are covered by contracts taken out with insurance
companies and, prior to the entry into force of Bank of Spain Circular 52000 (see the «Comparative information» heading), the pension commitments covered

by insurance entities were not recorded.

'(") In application of the regulation set by the Bank of Spain, the balance of this allowance is deemned to form part of the Grdup’s net worth reserves for the

purposes of complying with capital adequacy requirements.

Argentma

The Argentinean authorities have devalued the Argent\nean peso
relative to the U.S. dollar.and taken several additional measures
(limit on withdrawals from bank deposits, maintenance of the
1 Argentinian Peso to 1 US Dollar exchange rate for certain bank

balances, etc.). In view of the current uncertainty and possible
future events in Argentina, in accordance with the Group’s
traditional policy of prudence in valuation, the 2001 consolidated
financial statements include the following:
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-Group entities located in Argentina were translated to euros

© .- atanaverage exchange rate of 1.498 Argentinian Pesos to 1
Euro (equivalent to 1.7 Argentinian Pesos to 1 US Dollar, which
‘was a representative market exchange rate as of the date of
preparation of these financial statements). The net worth effect
of this translation amounted to approximately €505 million
and is recorded, as stipulated in Bank of Spain Circular 4/1991,
under the «Prior Years' Losses at Consoiidated Companies»
caption (Note 21).

C2.A specific allowance of €1,287 million was recorded (€1,244
million of which were recorded a charge to the «Extraordinary
Loss» caption in the consolidated statement of income) to
cover—after considering the translation differences referred
to in the preceding paragraph—the net book value of the
Group banks located in Argentina (€774 million) and to the
goodwill in consolidation arising from these entities (€513
million ~ Note 12) which had not been amortized as of
December 31, 2001 (see Note 17).

This allowance includes the coverage of the investment relating
to the exercise of the purchase option on the shares of Banco
del Rio de la Plata, S.A., as discussed in Note 3.

foreign currency of the Argentinean entities were not recorded
as revenues.

*in 2001, which are equal to the total amount of the investment,
reasonably cover the maximum losses which might be incurred
by the Group as a result of the situation described above.

Comparative information

The major aspects which may affect the comparability of the
information contained in the consolidated financial statements
for 2001, 2000 and 1999, are as follows:

Bank of Spain Circular 9/1999

Bank of Spain Circular 9/1999 introduced certain amendments
to Circular 4/1991, some of which were taken into account
in preparing the 1999 consolidated financial statements,
while certain other amendments came into force in the year
2000.

The amendments which came into force on July 1, 2000, relate
basically to the recording of a supplementary allowance for the
statistical coverage of credit losses (Note 2-).

Bank of Spain Circular 5/2000

Bank of Spain Circular 5/2000 introduced several amendments
to Circular 4/1991, basically relating to the coverage of pension
commitments.

‘l The flnancial statements as of December 31,.2001, of all the,v

. 3. The potential gains arising from the structural position in -

The directors of the Bank consider that the provisions recorded ’

o

Under_this Circular accrued pension commitments and

contingencies (in accordance with Royal Decree 1588/1999

enacting the Regulations on the instrumentation of the
employers pension commitments to employees) must be valued
and covered using objective criteria, which must be at least as
strict.as those set forth in the aforementioned Regulations.
These criteria are mainly that the applicable assumed annual

interest rate shall not exceed 4% and that the life expectancy,

mortality and disability tables to be used (if other than those
relating to the past experience of the group concerned, properly
checked) shal! be those relating to domestic or foreign past
experience, properly adjusted. The Bank of Spain extended to
credit entities the requirement to use the Swiss GRM/F-95 past
experience tables because they meet the requirements relating
1o the principlé of prudence.

Finally, Bank of Spain Circular 5/2000 specifievs the transitional
system for. adaptation of the new pension commitment
regulations, which is as follows:

1. Credit entities which have recorded an in-house allowance
and opt to convert it into an external pension-fund shall
transfer thereto the recorded allowance in a maximum
period of 10 years. - If during the externalization process

_ differences arise between the amounts to be externalized

. calculated by applying the new valuation methods and the
in-house allowance as of December 31, 1999, such
differences shall be recorded with a charge to income over
a maximum period of nine years if the externalization is

: lnstrumented in.an insurance contract (14 years if
mstrumented ina pensron plan)

2, The credit en‘ut;es that opt to maintain their pension allowances
in-house shall record the difference between the recorded’
allowances as of December 31, 1999, and the allowances
calculated by applying the new valuation methods as an in-
house pension allowance, with a balancing entry in a debit-
balance account (which is presented in the consolidated
balance sheets as of December 31, 2001 and 2000, offsetting
the pension allowances) which shall be reduced each year with
a charge to the consolidated statement of income by at least
one-tenth .of the beginning balance (Note 2-j). -The
«Extraordinary Loss» caption in the 2001 consolidated
statement of income (Note Z5) includes €129,963,000 of
annual amortization recorded in connection with the foregoing

-(€130,955,000 in 2000).

Also, the Circular stipulates that if an entity covers, fully or
partially, the contingencies arising from the pension
commitments referred to in Royal Decree 1588/1999 by
taking out insurance contracts, the insured commitments
{determined as the amount of the net level premium reserves
to be recorded by the insurer) shall be recorded under the
«Provisions for Contingencies and Expenses - Pension

144 Auditor’s report financial statements Santander Central Hispano




i

15 AlldWance»S caption;‘\}vith a.charge to the «Other Assets»

* caption in.the balance sheet. As of:December 31, 2001, the

|- "amount of the aforementioned insured commitments was
€3, 240 miflion (€3, 171 mrlhon as of December 31 2000 -

I NotesZ-J and17)*

: 'Addmonally, the valuation dlfferences arising exclusrvely from
- the fact that the investments relating to the insurance contracts'

are at interest rates exceeding those applied in calculating the
commitments' to employees (4% annually) are recorded as an
~in- -house’ penszon -allowance, with a balancmg entry in a debit-

- balance account (which is recorded i in the consolidated balance ‘

sheets as.of December 31, 2001 and 2000, offsetting the
pension allowance), which is reduced (with a charge to the

“¢Interestand Srmllar Expenses» caption in the consolldated :
" staternent.of i income ~ Note 25) at the appropnate rate so that, "
taken together with the allocable cost resutting from the increase ‘
in.the recorded:-in- -house pension allowance arising from the‘ )
rate of return used to calculate it, it is equal to the increase in °

“‘value of the assets added (recorded with a credit to the «lnterest
and Srmrlar Revenues» captron in the consolidated statement
ofi lncome Note 25) thus neutralrzrng the effect on income:..

As of December 31, 2001 and 2000 the aforementloned

valuation ‘differences amounted to €1, 234 million and -€1,342. :

mrlhon respectlvely (Note 2-1)

. Addltlonally, Bank of Sparn Crrcular 5/2000 permlts the recording :

of:certain labor obllgatnons over a maximum period of five years
".(«Other Commitments» — Note 2-j).. These liabilities are recorded

v:under the «Provisions for Contrngenoes and Expenses Pension :
Allowance» captlon (Note17); with-a charge to «Extraordrnary'f ‘

: Loss» (Note 25)

(2) Accountving“;‘):rinciples and valuation methods

The accounting: ori‘nciples-and valuation-methods applied in

- preparing the consolidated financial statements were as follows:.

a) Recognition of revenues and expenses
Revenues and expenses are generally- recognized for
accounting purposes on an accrual basis, the interest method
being applied for transactions whose settiement periods
exceed 12 months.” However, in accordance with the principle
of prudence and with Bank of Spain regulations, the interest
earned on nonperforming, disputed or doubtful loans,
including interest subject to country risk in countries classified
as experiencing temporary difficulties and as doubtful or very
doubtful, is not recognized as a revenue until it is collected.

b) Foreign currency transactions
Since January 1, 1999, the currency of the Spanish
monetary system is the euro, which fully and uninterruptedly

‘,succeeded the peseta as the currency of the natronal
monetary system ;

: 'vTransIatlon methods .
Balances denominated in forergn currencies, rncludmg those -
“of the financial statements of the consolidated companies
“and branches in.non-EMU countries, were translated to euros
.at'the year-end average official exchange rates in the Spanish-.. | -
“'spot foreign currency market, except for;: k N

1. The balances funded in euros refating to the capital
amounts assigned to:branches in non-EMU countries and -
10 the reserves and undistributed earnings of companies
"“..and branches in-non-EMU ‘countries, which were -
translated at hlstoncal exchange rates. .

5 2. The revenue and eXpense accounts of the consolidated
- companies and branches in:non-EMU countries,
which were translated at the average exchange rates

in each year. i :

'3, The balances arising from non-hedging forward foreign
currency/foreign currency and foreign currency/euro
purchase and sale transactions were translated to euros

* at the year-end exchange rates prevaxllng in the forward -
. foreign currency market ; :

Recording of exchange differences . o
The exchange differences arising from application.of the’
- above-mentioned translation methods are recorded as
“follows: e TR A :

: 21, - The net debit and- credit differences -arising“in. the |-

consolidation process are recorded under the «Prior Years’

Losses at Consolidated-Companies» and «Reserves at

: Consolidated Companies» captions, respectively, in the

consolidated balance sheets, net of the portion of these
differences relating to minority interests (Note 21).

*"2. The remaining exchange differences are recorded under
the «Gains (Losses) on Financial Transactions» caption in
the consolidated statements of income (Note 25), and
those relating to nonhedging forward transactions are
included under the «Other Assets» or «Other Liabilities»
caption in the consolidated balance sheets,

Certain companies located in countries with specific accounting

regulations on the recording of adjustments for inflation (basically

Chile, Mexico, Uruguay, Bolivia and Peru) record debits and credits
iftheir income statements to adjust their assets and liabilities

for inflation. These debits and credits are recorded under the

«Extraordinary Loss» and «Extraordinary Income» captions in

the consolidated statements of income. The detail of these items

is as follows:

Auditor’s report financial statements Santander Central Hispano 145




Thousands of Euros

2001 2000 1999
Extraordlnary income- : " . o
-Other revenues 15,332 48,015 53,352
Extraordmary loss- L S ' )
Other expenses - (57,133) (116,049) (47,985)
(68,034) 5,367

(41,801)

¢} Credit loss allowance

The credit loss allowances, which are recorded as a reduction

. of the «Due from Credit Entities», «Loans and Credits» and -

«Debentures and Other Fixed-Income Securities» captions on

the asset side of the consolidated balance sheets, are intended -

to cover possible losses in the full recovery of all types of risk
transactions, except off-balance-sheet risks, arranged by the
consolidated companies in the course of their business activity.

The credit loss élléwances Wwere calculated as follows‘

1. AHowance for risks in Spam and abroad, excludlng
country risk:

~a. Specific allowances: on a case-by-case basis, based on

the loan recovery expectations and, as a minimum, by -
application of the coefficients stipulated in Bank of v

*'Spain regulations.” The credit loss allowance is
“increased by provisions from period income and is
decreased by chargeoffs of debts deemed to be

" uncollectible or which have heen nonperforming for -

more than three years (six 'years in the case of
mortgage loans with- effective coverage) and by
releases, where appropriate, of the provisions recorded
for debts subsequently recovered (Note 7).

- b. General-purpose allowance: additionally, in accordance

- with Bank of Spain regulations, an additional general-
-purpose allowance, equal to 1% of the loans, private-
sector fixed-income securities, contingent liabilities and
doubtful assets for which provision is not mandatory

(0.5% for certain mortgage loans) has been provided -

for losses not specifically identified at year-end.

2. Country-risk allowance: on the basis of the estimated
classification of the degree of debt-servicing difficulty
being experienced by each country (Note 7).

3. Allowance for the statistical coverage of credit losses:
additionally, from July 1, 2000, the Group is required to
record an allowance for the statistical coverage of the
unrealized credit losses on the various homogeneous loan
portfolios, by charging each quarter to the «Writeoffs and
Credit Loss Provisions» caption in the consolidated
statement of income for each of the consolidated
companies, the positive - difference resulting from

d

~

subtracting the net specific provisions for credit losses

recorded in the quarter from one-fourth of the statistical

* estimate of the overall unrealized loan losses on the various

homogeneous loan pbrrfolios (credit risk of each portfolio

muitiplied by the coefficients which range from 0% to

© '1.5%).  If the resulting difference were negative, the

*~amount would be credited to the consolidated statement
of income with a charge to the aliowance recorded in this .

* - connection (to the extent of the available balance).

The provisions recorded to cover the Group’s losses which may
be incurred as a result of the off-balance-sheet risks maintained - -
by the consolidated companies are included under the -
«Provnsnons for Contingencies and Expenses - Other Provisions» |

ol _-caption in the consolidated balance sheets (Note 17).

" - The credit loss allowances fecorded by the Group comply with

Bank of Spain regulations.

Government debt securities, debentures and other
fixed-income securities

The securities composing the Group’s fixed-income securities
portfoho were classnfled as follows ’

R Thesemnﬁesass:gnedtothetradmg ponfoho Wmch consists

of securities held for the purpose of operating in the market,

- are stated at their year-end market price. The pet differences
arising from price fluctuations are recorded (ex-coupon)
under the «Gains (Losses) on Finandal Transactions» caption'
in the consolidated statements of income.

2. The securities assigned to the held-to-maturity investment
portfolio, which consists of securities which the Group
has decided to hold until final maturity basically because
it has the financial capacity to do so or because it has
related financing availabe, are stated at acquisition cost,
adjusted by the amount resulting from accru}ng by the
interest method the positive or negative difference
between the redemption value and the acquisition cost
over the residual life of the security.

3. The securities assigned to the ordinary investment
portfolio, which consists of the securities not assigned to
either of the two portfolios described above, are stated
at their adjusted acquisition cost, as defined in paragraph
2 above. The adjusted acquisition cost and the market
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-~ value of these securities are compared. The market value
* of listed: securities in this portfolio is deemed to be the .

"~ market price on‘the last day of trading of each year and

“that of unlisted secun’ti'eé 1o be the current value at.the ‘
market interest rates prevailing'on that date. A security

price fluctuation allowance is recorded, if reqwred with
" acharge to asset accrual accounts of to income.

in_the ﬁxed-in'cbme securities‘assigned to the ordinafy

investment portfolio, the net difference (additional to'the .-
“security price fluctuation allowance recorded with a charge
1o income) by which the adjusted acqunsmon cost exceeded’ i

their market value amountted to' €206 million as of Decermber

31, 2001 (Notes 5and 8) (€231 million and €414 milion as ‘
. of Decernber 31, 2000 and 1993, respecnvely) This amount .

is not reflected in the consolidated balance sheets since the
- security price fluctuation allowance recorded for this amount
" and the asset actrual account against which the allowance
" Wwas recorded offset each other. This accrual account is taken
into account in calculating the Group’s capital ratio.,

5

In the event of disposal of these securities, the losses With -

respect to-the adjusted acquisition cost are recorded with

a charge to income. Gains (if they exceed the losses :

charged to income in the year) are credited to'income

only for the portion, if any, exceeding the security price. - )
-fluctuation allowance required at year-end and charged

to accrual accounts.

e) Equity securities (

Equity securities'held in the tradlng porrfoho are valued at

their market.price at year—end. The net differences: arising 5.

from price fluctuations are recorded under the «Gains (Losses)
on Financial Transactions» captlon in the consolldated
. statements of income. ‘

The holdings-in nonconsolidable Group companies and in.

associated entities are carried by the equity method (Note 1).

Equity securities, other than thase described above, are

recorded in the consolidated balance sheets at the lower of
cost or market. The market value of these securities is
determined as follows:

1. Listed securities: lower of average market price in the last
quarter of the year or market price on the last day of
trading in the year.

2. Unlisted securities: underlying book value of the holding
per the latest available.financial statements of the
investees adjusted by the unrealized gains existing at the
time of acquisition and still existing at year-end.- The
difference between acquisition cost and the amount

- calculated as indicated in the preceding paragraph which

 may be absorbed by the annual increase in the underlying
‘book values of the investees over a maximum period of
"20 years need not be written down.

- The security price fluctuation allowance recorded to recognize

the unrealized losses is presented as a reduction of the
balance of the related captions in the consolidated balance

. sheets (Note 9).

lntanglble assets - - :
Capital increase expenses cash bond issuance expenses, new

-~ business launch expenses, expenditures for the acquisition

and preparation of computer systems and programs which
will_be useful over several years, investments in the :

< refurbishment of leased office premises and similar items are

- generally recorded at cost, net of-accumulated amortization. "/

"+ These expenses are amortized with a charge to income over

a maximum penod of five years ‘

: €336,837,000, ' €248,957, 000 and '€193,064,000 of
’ amortization of these “expenses were charged to the

consolidated statements of income in 2001, 2000 and 1999,

9

_respectuvely, and these amounts are recorded under the

«Depreciation and Amortization and Writedown of Property
and Equipment and Intangible Assets» caption.

Goodwill and negative difference in consolidation

Goodwill in-consolidation -

The positive differéncés betweenf

(i) - the cost of the holdings in consolidated companies'(‘both
‘those consolidated by the global integration method and
those carried by the equity method)

. (i) as required by the Bank of Spain, the market value of the

holdings in other companies contributed by third parties
- in capital increases carried out at the Bank in accordance
with the provisions of Article 159.1.c of the revised
Spanish Corporations Law (Note 20)
and the respective underlying book values adjusted at the
date of first-time consolidation are allocated as follows:

1. If the difference is allocable to specific assets or liabilities
of these companies, it is recorded by increasing the.value
of the assets (or reducing the value of the liabilities) whose

. market values were higher (lower) than the net book values
per these companies’ balance sheets.and whose tax
treatment is similar to that of analogous assets (liabilities)
of the Group (amortization, accrual, etc.).
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' 2 The remainder is recorded as goodwill in consohdatlon :
. These differences are being amortized systematically from
the.acquisition date on a straight-line basis over a maximum
pefiod of 20 years (Note 12), which is the period in which -
_itis considered that the investments will contnbute to'the
obtainment of i income for the Group. ’

The goodwill amortization charges are recorded under the
- "«Amortization of Goodwill in Consolidation» captlon in’
. the consolidated statements of income.

. Negative differences in consolidation

The negative differences in consolidation, which are recorded
.. inthe consolidated balance sheets as deferred revenues, can

h)

be credited to consd!idaied income when the holdings in the
capital stock of the related investee compames are totallyor -

partra!ly dlsposed of

Property and equipment :

bperatihﬁ propérty and equipment

Property and equipment are carried at the lower of cost
revalued pursuant to the applicable enabling provisions, net:

,of the related accumulated deprecratlon

Depreciation is provided by the straight-line method at rates
based on the years of estimated average useful life of the
related assets. The annual provisions for depreciation are
calculated basically at the following rates: -

Office. and automation equipment

' Rate (%)
Buildings for own use 5
Furniture: 751010

" Installations 1010

10 to 25

Upkeep and maintenance expenses are expensed currently.

’ Property and equipment acquired through foreclosure
These property and equipment items are stated at the lower .
- of the book value of the assets used to acquire them or the
- appralsed value of the asset acquired.

“If these assets are not disposed of or-added to the Group's -
. operating property and equipment, a provision is recorded
+;, ~on the basis of the time elapsed since their acquisition, the
- nature cf the asset and/or the charactensms of the apprarsal :

: The provisions recorded with a charge to the «Extraordmary .

. Loss» caption in the consolidated statements of income are
presented as a reduction of the balance of the «Property and
Equipment - Other Property» caption in the consolidated -
balance sheets (Note 13), R

i) Treasury stock

The balance of the «Treasury Stack» caption refates to Bank -

shares acquired and held by consolidated companies. These

shares are reflected at cost, net of the required provision, if

any, which is determined on the basis of the lower of the

Group’s underlying book value or market price. The

aforementioned provision is recorded with a tharge to the
“«Losses on Group Transactions» caption in the consolidated
--statements of income.

The total Bank shares owned by consolidated companies
represent 0.11% of the capital stock issued by the Bank as of

i

. December 31, 2001. - At that date, the nonconsolidable

dependent compannes held 0. 007% of the Bank’ capital stock.

In 2001, after consndermg the acquisitions made in the year, ‘
the Group companies disposed of 593,589,975 Bank shares. -

Pension commitments

Companies in Spain

Under the current collective labor agreemerits, certain -

Spanish consolidated entities have undertaken to supplement
the social security benefits accruing to certain employees,
or to their employees' beneficiary rlghtholders for
retirement, permanent disability, death of spouse or death
of parent.

The actuarial studies performed as of December 31, 2001,
2000 and 1999, to determine these commitments were made
on an individual basis by independent actuaries, basically
using the following assumptions:

1. Assumed interest rate: 4% per year. As of December
31, 1999, the assumed interest rate ranged from 4%
to 6% per year, except for the liabilities and term
covered by specific financial assets, on which the
weighted average annual interest rate was 10.59%. In
case of commitments covered by insurance companies,

" the assumed interest rate was the same as the rate of
return thrbugh maturity on the assets in which the
policies were invested.
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of December 31, 1999)

‘j 3. “Annual pension' revision‘ rate" 1.5% {(from 0% to 1.5%
“ as of Decernber 31, 1999) n

i 4 Cumulatnve annual CPI 1 5% (from 1. S% 10.3% as of
December 31, 1999).

5. Annual salary growth rate: 2. 5% (from.2% to 4% asof

: December 31,-1999).

_3 2 Mortalrty tables: GRM/F 95 (GRNVF 80 2 at Banesto as. - 6. Method used to calculate the commitments. to serving

) employees straight-line distribution of the estimated
.cost per employee based ‘on the ratio’ of each
: employee s-years of past servrce to his or her estimated

" total, expected years of service (prOJected unit credrt ’

.method).”

Following ‘are the main amounts disclosed " in the -
aforementioned studies: '

Thousands of Euros

Discounted Present Value

. 2001 2000 1999

Accrued pensions of.serving employees e - 1,536,235 1,752,203 884,918

Commitments arising from employees retired-early . . ' : 2,254,294 1,859,285 1,339,325
Vested pensrons of retlred employees. (*) 15,035171 4,789,213 2,991,520 |

" Other comm|tments : ) 49,206 . . 58,208 —_

8,874,906 8,458,909 5,215,763

_Total accrued commitments -

{(*}including pensions to employees retired early.

_ These commitments were funded as foliows: -

- Thousands of Euros

Discounted Present Value 2001 - - 72000 1999 "
in-house allowance 3,385,364 2,796,107 : 1,979,740
Insured funds- , L S "
Net level premium reserves at Group msurance companles (*) - } '7‘24\,082 kS 648,913 654,166
lnsurance policies taken out With other.insurance companres *) 2,516,155 "¢ 2,521,684 : 2,581,857+
: . : 3,240,237, i "3,170,597 : 3,236,023
Pension allowance - Companies in Spain 16,626,201 5,966,704 5,215,763 A
Difference pursuant to the coverage schedule stipulated by : ' : L ‘ L
Bank of Spain Circular 5/2000 (Note 1} (**) ' 1,027,725 1,157,904 —
) Drfferences ininsurance contracts assigned to pensron I .
commitments (**) » 1,233,836 1,342,156 -
Total amount -8,887,762 8,466,764 5,215,763

(*) As of December 31, 2001 and 2000, these amounts had been recorded under th

e «Provisions for Contingencies and Expenses — Pension Allowance» caption

in the consolidated balance sheets at these dates with a charge to the «Other Assets» caption, as stipulated by Bank of Spain Circular 5/2000. In. 1999, these
amounts were net of the amounts insured through insurance policies and of net level premium reserves .

(**) These amounts are recorded under the «Provisions for Contingencies and Expenses - Pensi

on Allowance» caption in the consolidated balance sheets as of

December 31, 2001 and 2000, and. this caption is offset, in the same amounts, by the debit-balance -accounts against which the allowance was initially

recorded (Note 1).
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i Plans for early retirements’

- 1n/2001, 2000 and 1999, the Bank, Banesto and HBF Bancol

- Financiero, S:A. («HBF») offered certain employees the possibility
;of taking early retirement before the age stipulated in the current
collective labor agreément Accordingly, in those years allowances

"I were recorded to cover the supplementary liabilities to employees

takmg early retirement and the salary and other commitments to

. these employees from the time of early retirement to the date of

effective retirement. :

Pursuant 1o Rule 13.4 of Bank of Spain Circular 4/1991, and
after authorization from the Bank of Spain and from the
respective Shareholders’ Meetings, th‘ese allowances were

_recorded as follows:

Thousands of Euros ,

" 2001 . 2000 1999
With a :harge to unrestncted reserves (Note 21) 452,298 496,480 801,792
Of which: '
Banco Santander Cenrral Hlspano S.A, 270,732 358, 939 645,697
Banesto - 175790 125,389 156,095
HBF . 5776 . | . 12182 -
With a charge to deferred tax assets (Note 22) - 243,547 267,338 413,461
Of which: . ‘ ,
"Banco Santander CentraY H;spano S.A. 145,781 193,275
Banesto , 94,659 - 67,518 65,775 -
. OHBFL 3107 6545 =
Total amount (Note 17) 763,818 1,215,253

695,845

Companles abroad

] Certam Group finance entities abroad have entered mto'
commltments wnh their employees which are similar to
pensmns

The techmcal assumptions used by these entities (|nterest rates

mortahty tables, cumulative annual CPl, etc.) are consistent with -

"1 the socio-economic conditions prevailing in those countries,

"As of December 31, 2001, 2000 and 1999, the total
commitments accrued by these companies amounted to
€4,034 million, €3,541 million and €267 million, respectively.

Of these amounts,  €2,395 million, €2,685 million and €100

million, respectively, were covered by in-house pension

allowances recorded under the «Provisions for Contingencies -
and Expenses — Pension Allowance» captionin the consolidated

balance sheets. The remaining amount was covered by policies . =

taken out with insurance companies.

The variation in the-.commitments accrued as of December 31,,

: 2000 with respect to December 31, 1999, was basncally dueto . :
the acquisition of Banco do Estado de Sao Paulo, Banco Totta &

Acores S.A, Crédlto Predial Portugués, S.A. and the Grupo'
Financiero Serfin in 2000 (Note 3). * ' :

Accrued cost and payments .
The accrued pension cost at the Group and the payments for
these commitments were as follows:

Thousands of Euros

2001 2000 1999

Accrued cost {Note 25) 807,291 490,258 209,783
Of which recorded under:
General administrative expenses - Personnel expenses 162,910 130,666 82,236
Extraordinary losses 195,293 ' 236,473 59,272
Interest and similar expenses 713,930 278,209 68,275
Interest and similar revenues (264,842) (155,090) —
Payments 1,108,597 628,304 490,137
Of which have been refunded by insurance entities 382,136 303,319 320,604
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k) Assets and liabilities acquired or issued at a discount

- Assets and liabilities: ‘acqmred or issued at a discounr

except for marketable securities, are recorded at their :

.redemption value: The difference between this value and
the amounts pald or received are recorded under the

‘ liability and asset «Accrual Accounts» captlons in the :

consohdated balance sheets.

1), Futures transactions '

_Futures transactions must be recorded in memorandum

. accounts based on either the future rights and commitments
which.might have an effect on net worth, or on the balances

~ required to reflect the transactions, regardless of whetheror. .~
- not they affect the-Group's net worth. /Accordingly, these .
instruments’ ‘notional amount (theoretical value; of the ..
contracts) does not reflect the total credit or market risk . ‘

. assumed by the Group. e

The premiums' co|lected and ‘paid for -options sold or:
purchased, respectively, must be recorded under the «Other:

Assets» or «Other Liabilities» captions.in the consolidated
balance sheets through the maturity date.

~. Transactions whose purpose and.effect- was to eliminate or '

significantly reduce market risks and which are performed

to reduce the risk to which the Group is exposed inits’" -

management of correlated assets, liabilities and futures
transactions, were treated as hedging transactions.  The
gains or losses arising from hedging transactions were taken

1o income symmatrically 1o the revenues or expenses arising -

from the hedged items, with a balancing entry under
«Other Assets» or «Other L|ab||mes» in the consolidated
ba!ance sheets

Nonhedging transactions (also called trading transactions)

arranged on organized markets were valued at market price,

and market price fluctuations were recorded in full in the - ’

consolidated statements of income.

The gains or losses arising from trading transactions arranged
outside organized markets are not recognized in income until
they are effectively settled. However, provisions were recorded
with a charge to income for potential net foreign exchange
losses, if any, on each:type of risk disclosed by the valuations
of positions at the end of each year. The types. of risks

considered for these purposes are interest rate, share price

and currency risks.

‘

m) Termination indemnities

Under current Spanish law, Spanish consolidated companies
are required to make indemnity payments to employees

términated without just cause: There is-no staff reduction
“plan making ‘it necessary to record a-provision in this
connectlon :

n) Corporate income tax and other taxes

These captions‘in the consolidated statements of income
include all the debits or credits arising from Spanish
corporate income tax and‘those taxes of a similar nature
applicable to compahies abroad, including both-the
“amounts relating to the expense accrued in the year and
., those arising from adjustments to the amounts recorded
_in prior years (Note 22).

““The expense for corporate.income tax of each year is
calculated on the basis of book lncome before taxes,
increased or decreased, as appropriate, by the permanent

;diﬁ‘_erences from income for iaX’purposes. Permanent

" differences are defined as those arising between the taxable

" incorne and'the book income before taxes which do not
revert in subsequent periods, considering:the -income

_obtained by Group companies as 3 whole.

: However, only certain timing differences which have a specific

“~reversal period of less than ten years are recorded for

- accounting purposes; all other-differences are treated for all
pdrpose_s as permanent differences.

‘Tax relief and tax credits are treated as a reduction of the
corporate income tax for the yearin whuch they-are taken
~ -(Note 22).- Entitlement to these tax credits is conditional
. upon compliance wrth the’ requrrements of current ;
- regulatnons i : "

.

3) Santander Central Hispano Group ’

Banco Santander Central Hispano, S.A. -

“The growth of the Group in the last decade has led the Bank to

also act, in practice, as a holding entity of the shares of the various
companies in its Group, and its results are becoming progressively
Jess representative of the performance and earnings of the Group.
Therefore, each year the Bank determines the amount of dividends
1o be distributed to its shareholders on the: basis of the
consolidated income, while maintaining the Group’s traditionally
high level of capitalization and taking into account that the
transactions of the Bank and of the rest of the Group are managed
on a consolidated basis (notwithstanding the allocation to each
company of the related net worth.effect). ’

International Group structure

At international level, the various banks and other dependent
and associated companies belonging to the Group are
integrated in a corporate structure comprising various holding
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and subsrdlanes abroad

The purpose of this strueture all of which is controlled by the
_Bank, is to optimize the international organization from a strategic,
~ economic, financial and tax standpoint, since it makes it possible

acquiring, purchasing or taking stakes in other international
entities, the most appropriate financing method for these
transactions and the most appropriate means of remitting the

companies (Exhibit I) and on the companies carried by the equity
method (Exhibit li).

In addition, the Group has majority holdings in the capital stock of
149 Spanish companies. and 240 companies abroad (securities
investment companies, finance companies, mutual and pension fund
managers, leasing and factoring companies, telecommunications
companies, real estate companies, etc.).

The pnncrpal holdmgs acquired and sold by the Group in 1999,
2000 and 2001 and other significant corporate transactions were
as follows:

Banco Santiago

The Group and the Central Bank of Chile (as the second
largest shareholder of Banco Santiago) have the following
agreements

1. The Central Bank of C hile has the optron to sell to the Group,
from May 15, 2000 to May 15, 2002, all its holding (35.5%)
in Banco Santiago at a reference price of 11 Chilean pesos
per share. -

2. Similarly, in-the period from May 2001 to May 2002, the

Group may exercise a purchase option on the holding owned

by the Central Bank of Chile in Banco Santiago at the same

reference price.

3. Also, a joint sale commitment is established in the event that
the Group accepts a purchase offer from a third party or
launches a public or private offering.

Banco Santander Colombia

As a result of certain agreements, the Group may acquire a further
stake of up to 27.58% in the capital stock of Banco Santander
Colombia for US$ 195 million.

Banco del Rio de la Plata, S.A. (Banco Rio)

As of December 31, 2001, the Group had an 80.3% interest in
Banco Rio {79.8% and 52.65% as of December 31, 2000 and
1999, respectively) after the tender offer launched in 2000 to

companies which are the ultrmate shareholders of the banks

to define the most appropriate units to be entrusted with.

income obtained by the Group's various operating units to Spain, 7

The Exhibits provide relevant data on the main operating Group :

acquire the capztal stock of Banco Rio owned by minority
shareholders, The offer was accepted by 94% of the mmonty .
shareholders.

Additionally, as of December 31, 2001, the Group had call and
put options equal to 18.54% of Banco Rio’s capital stock (23%

"+ of the voting rights). By virtue of the commitments entered into,

the Group will acquire these shares after the options expire
(January 15, 2002 ~Note 1), and the estlmated cost of the
lnvestment is approximately €373 mrlllon

- Meridional Group

In January 2000, the Group acquired a 97% holding in the-
capital stock of the Brazilian Meridional Group, a finance group

-~ consisting of Banco Meridional (a bank with over 800,000

~ customers and assets of US$ 4,900 million) and Banco de
“Inversiones Bozano Simonsen and subsidiaries, for approxrmately )
- US$ 835 mrlhon : . . SR

Banco Totta & Agores, S.A. and Créd/to Predlal Portugués,
S.A. (Totta Group) -

In November 1999 the Bank reached certain agreements with
the Champalimaud Group and with Caixa Geral de Depositos,
the final outcome of which was the acquisition by the Group
of 3 94.38% ‘holding in the capital stock of Banco Totta &

-Agores, S:A. and of a 70.6% holding-in the capital stock of

Crédito Predial Portugués, S.A. This acquiisition was paid in
cash (Portuguese escudos 100,082 million) and through the
delivery of the 252,892,250 Bank shares (Note 20) rssuedb .

: specxflcally for this transaction.

In April 2000 aftef the aforementioned purchase, the Group
launched a tender offer for the acquisition of the remalnlng capital
stock. As of December 31, 2001, the Group’s interest in the two
entities was 99.35%, with a total mvestment of approxmately

- €2,140 mllllon

. Grupo Financiero Serfin and Grupo Financiero Santander

Mexicano

In May 2000, the Group was the successful bidder in the call
for tenders launched by Instituto de Proteccién al Ahorro
Bancario de México on the Grupo Financiero Serfin (the fourth
largest Mexican financial institution), with an investment of
14,650 million Mexican pesos (equal to approximately US$
1,535 million). Also, in 2000 the Group acquired a further
14.7% holding in the capital stock of the Grupo Financiero
Santander Mexicano, thus increasing its ownership interest in
this Group to 98.85% and 98.6% as of December 31, 2001
and 2000, respectively. :

Patagon Group

In July 2000, the Group acquired a 97.62% holding in the capital
stock of the Patagon Group (an American finance portal) for
approximately US$ 607 million.
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Banco de Caracas -

i in October 2000, the Group made a tender offer for the acqursmon‘
" of the capital stock of Barico de Caracas. The price offered to all -

) the shareholders was US$ 0.57 per share from which-US$ 0.11
'were deducted.to cover any contingencies. The total investment

B amounted to approximately US$ 318 million and 93. 1% of the

banks c_aprtal stack was acquired in December 2000.

Banco do Estado de Sao Paulo (Banespa)

" In"November 2000, the Group acquired a 33% holding (66 5%.

" of the voting rights) in the capital stock of Banespa (a Brazilian
bank with approximately US$ 5,600 million of deposits and 2.8
million customers) for 7,284 million Brazilian reais. Additionally,

on December 292000, the Bank’s Board of Directors approved
_thelaurich of a tender offer for the remaining common and '

preferred shares owned by minority shareholders (67.% of capital

“stock) at a price of-95 Brazilian reais for every 1,000 shares, to -

be paid in cash. This offer was accepted by the holders of 95%
of the common shares and of 96% of the preferred shares, which

. enabled the Group to control 98.3% of the voting rights and - .
97:1% of the capital stock of Banespa. This transaction amounted

to 2,275 Brazilian reais.

Compaﬁia de Seguros de Vida Santander. 5.A. y Compaiifa
de Reaseguros de Vida Soince-Re. 5.A.

In 2001 the Group sold its holding in these two Chilean companres :

for US$ 258 million, giving rise to gains of approxnmately uUss
160 million.

Other holdmgs

The Royal Bank of Scotland Group, p/c (Royal Bank of
Scotland) -

1n 2000 the Group subscrlbed to:the capltal increase carried out
by Royal Bank of Scotland. Additionally, as part of the tender
offer launched on National Westminster Bank plc the Group
subscribed to €800 million of the capital increase carried out at
Royal Bank of Scotland for this purpose.

Also, the"Groop made a niet divestment on the stock exchange

“of 35 niillion shares of Royal Bank of Scotiand in 2000 to avoid
. " exceeding the applicable regulatory shareholding limits. The gains
“'on this divestment were.used to amortize the goodwill on the

aforementioned purchases. In 2001, the Group made a divestment -
of 1.53% of the capital stock of Royal Bank of Scotland, at a gain

-of approxrmately €400 million, thus reducmg its holdlng 108.03%
as of December 31, 2001. . : . :

‘Socréte Generale
* As of December 31, 2000, the Group had ab5. 93% holdmg in
“the :capital stock of Société -Geénérale. Followrng various

divestments in 2001, the Group’s ownership interest was 1.5%
as of December 31, 2001. The gains realized in:2001 in this

{ connection‘amounted to €185 million:

E Metropolitan Life lnsr.rrance Company («Metlifex).

In 2007 the Group realized the majority of its holding in Metlife
at a.gain of approximately:€300 million. As of December 31,

2000, the.negative difference in consohdatron of thrs holdmg‘
amounted to €132 mrllron g

~ ‘The cost total assets and gross revenues of the other consohdated

companies acquired and sold'in 2001; 2000 ‘and 1999 were not

’ materral wrth respect to the related consohdated totals.
\ 'Other information

; AKB Group

o} Ju|y 2001, the Group entered into'a cooperatron agreement '

‘in-Germany with'the shareholders of AKB-Bank, whereby in 2002 »

the Group will acquire all the capital stock of AKB-Holding with
a value of '‘€1;100 mrllron through delivery of Bank shares for

the same amount:
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i (4) Distribution of the Bank's income and directors’
compensation 0

Distribution of the Bank’s income
© 1 The Board of Directors will submit for approval by the

' Shareholders Meetrng the followmg proposed dlstrlbutron of
-, Bank’s 2001 ‘net mcome : :

Thousands of Euros -

Dividends:
Interim (Note 1) 1,035,419
Of which: .
- Distributed as of December 31, 2001 685,380 . |
Third interim dividend 350,039
Final (Note 1) 294,043
" Voluntary reserves ‘ 469
Net income for the year - 1,329,931

The provisional accounting statements prepared by the Bank in
- accordance with legal requirements, to evidence the existence of

~

sufficient cash f6r‘thel distribution of the ZOOi interim dividends " I k

were as follows:

Thousands of Euros

06/30/01 09/30/01 123101

_ Income after taxes 718,243 . 945,901 1,329,931
Dividends paid = (342,690) (685,380)
: 718,243 603,211..
Interim dividends 342,690 - 342,690

Directors’ compensation and other benefits

Directors’ fees per the bylaws and salary compensation

Article 37 of the Bank’s bylaws provides that the share in the
Bank's income for the year to be received by members of the
Board-of Directors for discharging their duties will be equal to up
to 5% of such income. The Board of Directors, making use of the
powers conferred on it, set the related amount at 0:254% of the
Bank’s income for 2001 (0.284% for 2000 and 0.41% for 1999).

Cohséquently, the gross amount to be received by each director
in this connection in 2001 was set at €72,000 (the same amount -

as m 2000 and .1999). The Executive Committee members also ;
- receive gross annual compensatron amounting to €157,000 (the‘;‘ =

same amount as |n 2000 and 1999)

The detail of the remunerétion received by the Board members, .
. including the salary compensation of the seven directors who
-discharged executive duties in the three years is as follows:

Thousands of Euros

2001 2000 1999

Directors'. fees per the bylaws 3,358 3,534 3,504

Of which to the members of the Executive Committee 2,132 2,290 2,290
Attendance fees 1,054 925 607
Total directors’ fees per the bylaws 4,412 4,459 4,11
Salary compensation to directors with executive duties-

Fixed compensation 9,070 ‘ 9,214 9,827

Variable compensation 14,732 28,036 8,125
Total salary compensation 23,802 37,250 17,952
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Loans

The Group s. drrect rlsk exposure to the Bank's dlrectors as of -

. December 31,2001, amounted to €7.8 million (€6.9 million

] and €3 8 ‘million as of December.31, 2000 and ‘1999,
: respectlvely) of loans and €O 8 million (€1. 2-million and €1.0" ",
million as of December 31,2000 and 1999, ,respectrvely) of i
,guara'nteés provided to entities related to Bank directors, .

‘These loans and guarantees were granted at'market ratesvi_n
all cases. cL :

Pensron commitments and other i rnsurance

The total balance of supplementary pension commltments :

assumed and covered by the Group over the years for its serving

L . and retired employees, which amounted to €12, 92 1'million
‘1 ..as of December 31,2001, includes the oblrgatrons to the Bank’s

Board members who discharge (or have discharged) executive

" functions, the cumulative amount of which, together.with the
““total sum insured under fife i insurance policies at'that date, was

€209 million as of December-31, 2001 (€126 million and €50
million as of December 31,.2000 and 1999, respectively, which ;

~ does not-include, the extraordinary_nonrecurring payment of
€43.75 million paid during the year).” Additionaily, other Board ;| .. -

members have life insurance policies paid by the Group, the
total sum insured of which amounted to €2.7 million-as of
December 31, 2001 (€2.2 mrllnon as of December 31, 2000
and 1999).

Other compensatlon systems . .
The compensatlon systems tied to the market performance of
the Bank shares are disclosed in Note 25. The detail of the options
granted to the Bank’s Board members as of December 31,2001,

-is as follows:”

Number of Average Exercise

Director . B Shares . . Pnce (Euros) :
Emilio Botin-Sanz de' Sautuola y Garcla de los Rlos 250,000 : 125
*-Angel Corcostegui Guraya . 37,000 T L e 1
Matlas Rodriguez Inciarte 195,000 : - 7.58
Antonio Basagoiti Garcla-Tufién 120000, o 7.8
Antonio Escamez Torres 260,000 Dy - 8.03
Francisco Luzén Lopez 140,000 819
Alfredo Séenz Abad 140,000 e 8.19

1,492,000 7.77
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| . (5) Government debt securities .

‘Breakdown
The detail of the balances of this'caption in the consolidated
balance sheets is as follows: :

Thousands of Euros

2001 . 2000 1999
- Book Market Book ‘Market Book Market
. Value Value "Value Value Value Value
Bank of Spain certificates of deposit — — — — 734,040 734,040
Fixed-income securities: : :
Trading portfolio- ‘
Treasury bills : - —_ — - 478,237 478,237
Other listed debt securities traded by C o ,
the book-entry system 3,784,393 3,784,393 1,352,902 1,352,902 2,938,330 2,938,330
, ] - 3,784,393 3,784,393 1,352,902 1,352,902 3,416,567 3,416,567
Ordinary investment portfolio- ‘ T S o . )
Treasury bills 3223943 3,226380 © 4841513 . 4845907 5027731 5016450
Other listed debt securities traded. by . ol ' k
the book-entry system 10,639,303 10,595,705 . 5,509,634 . 5375578 9,592,604 9,371,852
Other listed securities - . . - — 31,896 32,088 57,691 60,654 |
. - 13,863,246 13,822,085 10,383,043 10,253,573 14,678,026 14,448,956 .-
Held-to-maturity portfolio- : ’ ' oo ’
Other listed debt securities traded by : R : .
the book-entry system 7,057,433 7,419,615 10,987,042 11,400,657 - 10,853,876 11,581,101
. Other listed securities - - — 35,640 - 37,906 35,592 39,907
) 7,057,433 7,419,615 11,022,682 11,438,563 10,889,468 11,621,008
24,705,072 25,026,093 22,758,627 23,045,038 28,984,061 29,486,531
. 24,705,072 25,026,093 22,758,627 23,045,038 29,718,101 30,220,571 -
Less- Security price fiuctuation allowance {(10,182) — . (3,698) . — (517) - —
24,694,890 25,026,093 ©23,045,038 29,717,584

Term t‘oimaturity
The breakdown of the balance of this caption, by term to maturity,
disregarding the security price fluctuation allowance, is as follows:

22,754,931 30,220,571 -

Millions of Euros

Term to Maturity 2001 2000 1999
Up to 3 months 2,899 3,378 3,406
3 months to 1 year ‘ 2,535 5,550 4,541
1 to 5 years 15,427 8,379 13,013
Over 5 years 3,844 5,452 8,758

24,705 22,759 29,718

Other information

Of the assets included in the «Gavernment Debt Securities —
Fixed-Income Securities» and «Debentures and Other Fixed-.
Income Securities» captions (Note 8) and the assets acquired
under resale agreement, recorded under the «Cash on Hand
and on Deposit at Central Banks» and «Due from Credit
Entities» captions (Note 6), as of December 31, 2001, the Group
had soid under repurchase agreement €57,852 million to other
financial intermediaries and customers {public authorities, other

resident sectors and nonresidents), and these amounts are
recorded under the «Due to Credit Entities - Time or
Notification Deposits» (Note 14) and «Customer Deposits» -
(Note 15) captions in the consolidated balance sheets (€47,796
million and €44,019 million as of December 31, 2000 and
1999, respectively).

The average annual interest rate on Treasury bills rose during -
2001 to 4.58% (3.79% in 2000 and 3.18% in 1999).
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The «Other Listed Debt Securities Traded by the Book-Entry System»

-and-«Other Listed Securities» accounts include debentures, bonds

- and government debt securities with average annual interest raté
\ of 5.43% in 2001 (7. 12% in 2000 and 7.48% in 1999).

!

: Of the assets included under the «Government Debt Secuntles -

Fixed-Income Securities - Held-to-Maturity Portfolion caption, the
Group had assigned to the pension commitments to its retired

. employees the yield on certain assets with a nominal value.of
€601,012,000 (Note 2-) as of December 31,-1999.

. As of December 31,:2001, the nominal amount of government
. debt securities pledged to' certain commitments of Group '

companies and third-parties, amounted to €604 million (€597
million as of De_cember 31, 2000).

Secunty prlce fluctuation allowance

: The variations in the balances of the «Secunty Price Fluctuation
. Allowance» account were as follows: -

fhousands of Euros

: . 2001 . -2000, . ¢ 1999
Balances at the beginning of the year 3,696 517 Sl =
Inclusion of companies in‘ihe Group c— - - : - 451
Net provision for the year- : : k R ;
Provision recorded * 7,242 3239 - 294
Allowance released (192) - (s (162) .|
Amount used in sales, writedowns and other ; (564) . ¢ 24 v “(66)

Balances at year—end

10,182 . 3,696 . 517

(6) Due from credit entities.

Breakdown -
The breakdown.of the balances of thcs caption in'the consol:dated
balance sheets,.by type and term to maturity, is-as follows:™

Thousands of Euros:

By Type and Term to Maturity

2001 -~ 2000 Ch 1999
Demand deposits-" ' wl , T
~ Current accounts: . 215,667 164,292 322,816
Other.accounts 5396981 ' 5422830 4,145,782 |
5,612,648 -5,587,122 4,468,598 |
Other- . : ' )
,Deposns and other accounts.at credit and flnance entities- L
Up to 3 months " 16,547,662 14,358,858 12,527,617
3'months to 1 year 3,230,730 5,386,481 4,119,006
105 yéars 733,377 470,448 1,288,690
Over 5 years 480,436 324,571 284,561
20,992,205 20,540,358 18,219,874
Assets acquired under resale agreement (Note 5)-
Up to 3 months 15,011,743 9,883,313 6,215,535
3 months to 1 year 1,479,801 1,032,172 1,476,440
1 to 5 years - 530 -
16,491,544 10,916,015 -7,691,975
37,483,749 31,456,373 25,911,849
43,096,397 37,043,495 30,380,447
Less- Credit loss allowance (Note 1) (107,107) (279,405) (154,166)
42,989,290 36,764,090 30,226,281
Of which: Euros 22,797,189 17,820,208 14,587,195
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_(7) Loans and credits

Breakdown
The detall, by borrower sector, of the balances of thls caption -
1isas follows

Thousands of Euros

1999 ° |

2001 2000
Public authorities - ... 4,249,672 4,148,853 . 4,099,575
Other resident borrowers 84,721,701 81,677,569 71,443,385
Nonresident borrowers- ; ‘ B ’ '
European Union {(except Spain) ' 26,718,312 24,041,180 10,047,901
USA and Puerto Rico 7,818,915 7,468,623 5,850,16'2
QOther OECD countries 958,494 534,037 247,238 .
Latin America 52,724,911 54,721,626 136,981,849 i .
Other countries 1,917,355 - 1,964,493 2,267,048
' 90,137,987 88,729,959 55,394,198
A 179,109,360 174,556,381 130,937,158
Less- Credit loss allowance (Note 1) (5,287,314} (5.172,184) (3,465,081) -
173,822,046 169,384,197 127,472,077 .
Of which: Euros 108,844,400 102,083,565 79,814,065
Term to maturity, loan type and status
The detail, by term to maturity and loan type and status, of the
-balances of this caption, disregarding the «Credit Loss Allowance»
account balance, is as follows:
Thousands of Euros
2001 2000 1999
By term to maturity: AR , :
Up to 3 months '46,‘058,142T 36,040,857 35,156,131
3 months to 1 year 22,676,469 35,609,’342 23,449,028
11to S years 46,827,504 44,155,043 34,267,330
Over 5 yeafs 63,547,245 58,751,139 38,064,669
. 179,109,360 174,556,381 130,937,158
By loan type and status: .
Financial bills ) 854,477 607,419 163,983
Secured loans 56,923,840 50,158,709 38,003,666
Spanish commercial bills 9,382,292 10,301,275 9,257,870
Other term loans 94,681,013 90,738,500 67,454,768 -
Demand and other loans 6,334,463 11,155,025 7,488,821
Financial leases 7,038,825 7,077,537 5,568,407
Doubtful assets 3,894,450 ' 4,517,916 2,999,633
) 179,109,360 174,556,381 130,937,158
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‘Credlt Ioss allowance’ et

The vanatxons in the balances of the «Credut Loss Allowance» :

account Wthh as mdncated in Note 2—c covers nonperformmg

s

- loans and country nsk of the «Due from Credit Entltles» (Note
6) «Loans and Credits» and «Debentures and Other Fixed-income
Securmes» capt:ons (Note 8) were as follows. .

Thousands of Euros

2001 . 00.2000 1999

‘Balances at the beginning of the year * 5,650,470 3,829,499 2,407,011 -
- Inclueipn of companies in the Group & -:108 : 1,990,943 1,301,558
“Net provision— Ll - . o

 Period provision 3,137,289 1,931,352 1,576,719

" Allowance released (1,110,965) - (559,644) 7(316,265)

g . 2,026,324 1,371,708 ~ 1,260,454
" Nonperforming loans charged off againsi allowance (2,027,047) .. (1,518,036) A (1,221,611)~

Exchange differences and other - e 65,354) - " 111,878 o 74,970 |

Writeoffs and transfers between aHowances ' C(1,627) . (135,522) : 7,117 . ¢

Balances at year—end {Note 1) -5,582,874 " .- . 5,650,470 ©+3,829,499

- Of which: ‘ : B ETE N ‘

Allowance for specific risks ' 3,061,442 .- ...:3,331,031 . ©.2,249.414
- ‘General-purpose allowance 1,657,791 1,772,475 1,193,466
‘. Allowance for country risk 342,936 337,499 - 386,619

. .Allowance for statistical coverage

The €493,605,000-of written-off assets recovered in 2001 »a‘re, L :

presented net of the balance of the «Writeoffs and Credit Loss
Provisions» caption in-the consolidated statement of income. This

caption also includes the direct writeoffs of loans classified as bad

debts, which amounted to €53,298,000 in 2001. Written-off assets
recovered i in 2000 and 1999 amounted to €378 055,000 and
€369,725,000, respectively, and direct writeoffs of loans dassufled
) 'as bad debts to €54,692,000 and €97;341,000, réspectively. ,

: Country nsk <

" The allowance for possible losses that mtght arise in the reahzatlon e
of loans and credits, deposits placed with finance entities (Note -

520,705 +:209,465 - —

6), fixed-income securities (Note 8).and guarantees provided, -

“ relating to public-.and private-sector entities in problem debtor

countries experiencing differing degrees of debt-servicing difficlilty

* axceeded the minimum provision reqmrements under Bank of

Spam regulations (Note 2-0)

As of Decvem‘ber 31’, 2001, 1he Group's positions exposed to

- “country-risk-(disregarding intercompany balances) amounted to ;-
approxmately €1;200 m!lllor\ (€1,600 million and el 800 mllhon, IR
:as.of December 31, 2000 and 1999, respecnvely)
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(8) Debentures and other fixed-income securities

Breakdown . : g

“The breakdown, by currency, listing status and classification, of ~

the balances of thlS captnon in the consohdated balance sheets
“isas follows ‘ :

Thousands of Euros

) 2001 ° 2000 - 1999
By listing status: .. o ] ’
Listed 32,070,126 37,748,398 22,927,632
Unlisted 10,721,497 9,325,238 3,077,759
. . . 42,791,623 47,073,636 126,005,391
. By classification: ' e : : :
Trading pértfolio 11,709813 . 13467912 7,044,480
Ordinary investment portfolio 23,981,020 .- * 25,680,304 : 12,554,975
Held-to-maturity portfolio 7,100,790 -, 7,925,420 + 6,405,936 "
: . : 42,791,623 47,073,636 26,005,391 .
‘Less: ; ' o
Credit loss allowance (Note 7 (188,453) (198,881} “(210,252)
Security price fluctuation allowance (298,775) (313,079) {181,373)
‘ 42,304,395 46,561,676 25,613,766 |
Of which: Euros 8,205,540 7,378,620 - 7,177,089'

Other |nformat|on
As of December 31, 2001, 2000 and 1999, the market value of

the ordinary investment and held-to-maturity portfoios did not

differ materially from the acquisition cost, adjusted as indicated
in Note 2-d.

The weighied average annual interest rate on the fixed-income
securities portfolio as of December 31, 2001, was 9.1% (7.5%
and 7.8% as of December 31, 2000 and 1999, respectively). The

effect. of dlscountmg by the interest method the fixed-income ..
' securities whose interest rates are fower than the average cost .

of the Group's borrowed funds is not material.

The balance as of December 31, 2001, of,tﬁe «Public-Sector

.- Debt Securities» account includes €31,991 million relating to

securities issued by nonresident public-sector entities (€33,508
miliion and €15,978 million as of December 31;:2000 and 1999,
respectlvely)

€1 1,03é_miilion of the Group's total fixed-'income'securities
portfolio as of Decembér 31, 2001, tnatureﬂin 2002.

‘ ’Secunty prlce fluctuatlon allowance

The variations in-the balances of the «Secunty Pnce Fluctuanon ’
Aliowance» account were as follows ) ’ :

. Thousands of Euros

. 2001 ' 2000~ o 1999
Balances at the beginning of the year 313,079 181,373 118,634
Inclusion of companies in the Group — 136,754 55,762
Net provision (release) in the year (40,532} 32,569 (27,106)
Amount used in sales, writedowns, exchange dlfferences and other 26,228 (37,617} 34,083
Balances at year-end 298,775 313,079 181,373
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(9) éommon stocks and other equ'ity securiﬁes

This caption includes basically the’ shares and securities -

representing Group holdmgs of Jess than 20% (less than 3% if |
“listed) in the capital stock of compames which have no lasting:
rre!anonsh»p with the Group and are not: intended to contnbute i '

- toits actlwty and unitsin mutual funds.

: Breakdown

.The detail, by cIassiﬁcatlon and’ Instmg status, of the balances of
‘this captlon isas follows : :

Thousands of Euros

. 2001 2000 1999 |-
By classification: . > RS -
Trading portfolio 1,876,817 1,835,972 1,977,528
.Ordinary investment porffolio 5,931,094 4,612,942 3,548,622
- ) 7,807,911 6,448,914 5,526,150
By listing status: ) ' S
Listed 4,388,404 - 5.459,792" 7 3,509,562
Unlisted - 3,942,147 1,607,528 . 2,196,363
Less- Security price flictuation allowance . (522,640) - :(618,406) ‘ - (179,775)
. v 7,807,911 6,448,914 5,526,150
Of which: Euros 4,406,927 2,806,895 4,526,451
Variations

The variations in the balances of this caption; dlsregardmg the
-security price fluctuation allowance, were as follows:

Thousands of Euros

2001 2000 1999

- Balances at the beginning of the year 7,067,320 - 5,705,925 3,248,597
Inclusion of companies in the Group ) - 1,609,415 388,013 -

. Net additions (retirements) - - 1,154,094 - "'(468,080). 1,689,524

" Transfers from. «Holdings in Non-Group Companles» (Note 10) 1253,946. . 14,976 /230,536

Transfers to «Holdlngs(n Group Companies» (Note 11) (727) ; s Lo e e

Exchange differences and other (144,082) "~ 215,084 149,255

8,330,551 7,067,320 - 5,705,925

Balances at year-end

Security price fluctuation allowance

The variations in the balances of the «Security Price Fluctuation

Allowance» account were as follows: .

Thousands of Euros

2001 2000 1999
-Balances at the beginning of the year 618,406 179,775 286,412
Inclusion of companies in the Group - 229,220 18,452
Net provision (release) in the year (3,233) 213,257 (74,850)
Amount used in sales, writedowns, transfers and other (92,533) (3,846) (50,239)
Balances at year-end 522,640 ° 618,406 179,775
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Other information

Airtel Mdvil, S.A. («A/rteI») and Vodafone Alrtouch plc.

(«Vodafone»)

As of December 31, 19_98, the investment in Airtel represented
-14.18% of its capital stock (1,106,101 shares at a cost of
€126,705,000). In 1999, the Group exercised its preemptive
rights on 16.28% of the capital stock of Airtel owned by third

parties, for €1,785,006,000. Also, in 1999 the Group transferred’

5.46% of this holding to two finance entities for €598,163,000;

1. accordingly, the ownership-interest in this company was 25% as

of December 31,-1999.

In July 2000, the Group accepted the offer made by Vodafone
to exchange its holding in Airtel at that date for Vodafone shares.
The 1,842,641,757 new shares received, which represented
2.85% of the capital stock of Vodafone, are recorded at the cost
of acquisition of the Airtel shares exchanged.

In 2001 the Grdup divested 44% of its holding in the capital stock
- of Vodafone, generating a gross gain of €1,713 million.

Auna Operadores de Telecomunicaciones, 5.A. {(«cAuna»)
Subsequent to the various corporate transactions that took place

in 2001, as of December 31, 2001, the Group had a 10.9%

* holding in the capital stock of Auna, with an |nvestment of €572
million. :

Notifications on share acqu:stt/ons

) . The notifications on share acquisitions by the Bank in comphance
" with Article 86 of the Spanish Corporations Law and Article 53

of Securities Market Law 24/1998 are listed in Exhibit Iil.

{10) H‘oldings in non-Gfoup companies

This c‘aption, reflects the ownership rights in the capitai of
assodated companies, i:e. companies which, although not forming
part of the Group, have a lasting relationship with the Group and

are intended to contribute to its activity. These companies (Exhibit ‘

11}, which are not managed solely by the Group, are generally

" 50% or less owned but more than 20% owned in the case of

unlisted companies {more than 3% if listed).

Breakdown .
The breakdown, by company, of the balances of this caption (Note
3} in the consolidated balance sheets is as follows:

Thousands of Euros

2001 ’ 2000 1999
Royal Bank of Scotland 3,086,774 2,979,764 621,098
. Cepsa 773,406 675,279 575,415
Commerzbank A.G, (Commerzbank) 574,429 /634,280 - 506,900
Unién Eléctrica Fenosa, S.A. 463,975 o 360,277 251,668 "
San Paolo IMI, S.PA. (San Paclo IMI) .. 449,076 531,769 ) 580,968
Dragados y Construcciones, S.A. 295,470 203,214 183,351 .
Vallehermoso, S.A. - 264,968 225,157 189,066
Société Genérale 237,310 842,980 613,754
"| . Banco de Galicia y Buenos Aires (Note 1) 74,087 115,917 122,306
Metfife — 640,547 , -
Other companies 442,310 . 510,506 392,208
6,661,805 -
Of which:
Euros 3,333,832 3,765,010 3,142,632
Listed 6,307,700 7,322,413 3,753,218
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‘|-, Variations

- The vanatlons in'the balances: of this captlon were as fol!ows: ’

: Balances at year—end

Thousands of Euros

i L S 2001 2000 1999
" Balances at the beginning of the year - - 7,719,700 4,036,734 . 1,017,538
“Inclusion of .companies in-the Group - + .. — £ — 2,179,354
| “Purchases and capital increases (Note 3) 422,043 .. . 3,585,139 - 983,923
2| /sales (Note 3) ©(1,939,412) o (338,232) (630,227) .
Transfers to «Common’ Stock-and Other Equity Securities» (Note:9): (253,946) - {4,976) (230,536)
Transfers from/(to) «Holdings in Group Companies» (Note 1 1) ' 6,581 0 (1,160). ¢ 35,983
" Effect of equity: accounting . v L : 466,363 ... 645,981 285,396
Change of consolidation method - . {18,253) _ 410,690
" Exchange- dlfferences and other 258,729 (203,786) - . - (15,387) -
Of which. Variations in reserves at associated compames (Note 21) 178,428 - . :17,814 (5,108),

Flo

(11 Holdings in G‘rdup com"panieﬁf .

s

' Breakdown ‘o
‘1 “This, captlon in‘the consohdated balance sheets reflects the .

investments:in Group-companies which were not consolidated

6,661,805 7,719,700 4,036,734

(Exhibit 1) because their business activities are not directly related _
‘with those of the Group. The breakdown, by company, of the.
balances of this caption is as follows: 7

Thousands of Euros |

i 12001 2000 1999 |
. By company: . PR . : L
. Inmoblllana Urbis, S.A. 280,012 232,622 119,241
AOL Spain, S:A.. 123736 - 128118 —
, Santander SegurosyReaseguros SA 110,833 ... i 52,5520 58,551
| Totta Urbe, S'A.” 100,531 T e L=
“'B10 8 Factory Ventures, S.A. 80,632 95,6577 .
A Umén Resmera Espanola SA 250,431 f46,885‘~ o 44,499 - |
Editel, SA. 0 45485 o . o L=
Banesto Seguros SA 45,388 . 45,370 41,151
Seguros Serfin = '37,305 - 38,357 ' =
Cia.‘de Seguros Vida Soince - — - 119,662 : 109,288 ¢
A.G. Activos y-Participaciones, S.A. (*). —_ — 73,474
Plataforma 61 (*) .- : — R e 75,319 .
Other companies 352,998 396,746 339,487
: 1,227,351 1,155,969 861,010
Of which: g ’
Euros 1,049,163 831,398 654,857
Listed 330,443 - 279,507 163,740

(*) See the «Variations» heading in this Note.
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"Variations ‘ -
The variations in the balances of Yhis caption were as follows:

Thousands of Euros

. « e 2001 2000 - 01999
Balances at the beginning of the .);eér 1,155,969 861,010 .. 798,889
Inciusion of companies in the Group — ) 98,536 . - 56,549
Purchases and capital increases :.249,576 382,310 128,326
Sales and capital reductions (173,422) (27,647} {102,418)
Transfers (to)/from «Holdings in Non- Group Companies» (Note 10) (6,581) 1,160 (35,983) .
Transfers from «Common Stocks and Other Equity Securmes» (Note 9) 727 S —_ R
Effect of equity accounting 55,515. 108,290 * . 37,449
Change of consolidation method (*) 5,223 (214,555) —
.Exchange differences and other (59,656) . - (53,135) (22,802)

Balances at year—end

were camed by the equny method
'Other information ‘ -
.- As.of December 31,.2001, there were no.capital increases in
-progress at.any 5|gmf|cant nonconsohdable dependent
. company

1,227.351 1,155,969 . . 861,010

o™ The amount relatmg 10 2000 arase from companies consohdated by the global integration method as of December- 31 2000, whn:h asof December 31, 1999

" (12) Goodwill in consolidation e T

- Breakdown
. The breakdown, by company, of the balances of the «Goodwtll',

in Consolidation» caption (Note 3)is as follows,

Thousands of Euros

2001 . 2000 . . .- 1999

Companies consolidated by the global integration method: ; fa ' L o L '
Banespa (Brazil) . 2,360,175, 3,429,405 - -

 Totta Group (Portugal) 1,752,191 1844194 0 L
‘ Grupo Financiero Serfin (Mexico) i 1,260,431 : w0 -1,277,169 ' —_
Meridional Group (Brazil) 797,735 w.odliee o T -
Patagon Group , ~627595°" . 640,769 o
‘Banco Espafiol de Crédito,-S. A .461,078 "7 512,663 v 522,081
Banco Santiago (Chile) 397,672 423,714 450,044
Banco de Caracas 349,765 21211 =
Banco Rio (Argentina) 1244979 - . 253,825 64,471
Banco Santander Chile . 94,671 98,788 103,951
Other companies 446,419 - - - 396,038 353,683
E 8,792,711 - 10,038,982 1,494,230
Companies carried by the equity method:

Royal Bank of Scotland 269,939 308,103 24,515
San Paolo IMI ’ 210,366 287,903 332,137.
Commerzbank ; 104,841 ‘114,030 82,495
Cepsa 99,275 112,780 119,193
Unién Eléctrica Fenosa, S.A. 97,256 50,425 32,046
Société Générale 95,516 400,617 322,605
Banco de Galicia y Buenos Aires (Argentina) 37,996 40,352 56,591
Other companies 160,397 279,590 78,787
1,075,986 1,593,800 1,048,369

9,868,697 11,632,782 2,542,599
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-.As of December 31,2001, the Group had recorded provisions ’
(Notes 1 and 17)to cover the potential loss of value of certainof .-
“these assets. Also, based on the estimates and projections available :
“to the Banks directors, the forecasted revenues. attnbutable to
oy the Group from these companies (after taking into consideration -
i the matters shown in the precedmg section) are at least equal to-

the amounts of the respective goodwill balances yet to be :
amortized in the related penods : :

Vanatlons
The variations in the balances of the «GoodWIII in Consohdanon »

: capt|on were as follows

Thousands of Euros

. : : : 2001 - 2000 e 1999
Balances at the beginning of the year 11,632,782 - :2,542,599 ' 1,416,616
| Inclusion of the BCH Group = — 781,304 |

- Additions (Note 3) . 557,997 9,863,819 1,868,539 -
Of which: R E AT

" -Banespa 345931 . 3445801 . - v —
Totta Group_. L= 1,913,082 T
Grupo Financiero Serfin -_ 1,319,973 = i U= [
Banco Santiago - - e = 371,071

 Société Générale . ] 95,287 270,816

0 -Retirements due to sale .- i (449,130) (52,671) (297,567)

" Of which: v ) R
Société Genérale (285,379) " B R P
Endesa - Dol S (250,165).

Amortization charged 1O reserves (*) (Note 21) a T " (122,408), +-(578,288)

Amortization charged to income : L (1 ,872,952) (598,548) ('(648,00)5) .

Of which: Additional to those calculated on a stra/ght-lme basis (* ") (1,230,651). - (257,233) - (486,219)

Balances at year-end 9,868,697 11,632,782

2,542,509 |-

) Pursuant to Rule 3.13 of Bank of Spain Circular 4/1991 the goodwﬂl of Banco Noroeste (Brazﬂ) and Banco del Sur de Peri was amomzed in 1999.with a
charge 10 reserves (Note 21) after their respective mergers with Banco Santander Brasil and Banco Santander Pert in that year. In 2000 the goodwm of AFP

Unitn (Peru). and AFP Nueva Vida {Peru) was amortized with a charge to reserves after the merger of the two ‘entities in March 2000

(**) T'ne amortization of goodwﬂl additional to those calcutated on a stralght-hne basis in 2001 relates in full to Banespa.

: Other mformatlon

-.Ondly 20,:2001; the USS. Fmanc:a( Accountmg Standards Board
" {FASB) issued.new standards on goodwill and,-as a result, goodwill
can no longer be amortized with a charge to:income. However,
the potential decrease in the fair market value of goodwill must
be analyzed at least annually. Compliance with these standards
is mandatory for U.S. companies. These standards coincide with
Spanish standards in the amortization against income of goodwill
whose value has diminished, but differ in that they do not require
the systematic amortization of goodwill. =

The FASB adopted these standards, among other reasons, 10
improve the comparability of the financial statements in response
to the increase in the number of mergers and acquisitions in
progress, since economically similar transactions could be recorded

by different methods with significantly different accounting effects. -

The reasons given by the FASB for changing this standard were

~'that the different accountmg treatments mnght gwe riseto |
* undesired competitive advantages {or disadvantages). The local

resolution. of this comparability. problem has given rise to -

». ‘competitive advantages for U.S. companies with respect to

European companies.

" This distorting effect.is clearly'evident when the Group's 2001

consolidated income (€2,486.3 million after the '€1,873.0 million
charge to income for amartization of goodwill) is compared with
the consolidated income which would have been reported by the |
Group had it applied this standard, which all U.S. banks can apply ’
and which places the Santander Cehtral Hispano Group at a
disadvantage with respect to them. Had this standard been applied
throughout 2001, the Group’s consolidated income would have
amounted to €4,359.3 million, 75.3% higher than that obtained
under the current Spanish standard. :
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| (13) Property and equipment

Variations
| .The variations in the «Property and Equipments accounts and in
"1~ the related accumulated depreciation were as follows:

Thousands of Euros

47978 | -

Land and . Furniture,
Buildings for . Other Installations =
Own Use - Property and Other Total
Revalued cost: - L - }
Balances at December 31, 1998 1,860,667 677,263 2,338,586 4,876,516
Effect of asset revaluation due to merger (Note. 1) —_— 339,842 — 339,842
Additions due to new inclusions in the Group 1,310,813 455,964 1,171,880 .. 2,938,757
Additions/Retirements (net) 547,409 (704,651). 344,556 187,314
Balances at December 31, 1999 3,718,889 768,418 3,855,122 - 8,342,429 -
Additions due to new inclusions in the Group 1,183,152 134,921 638,744 1,956,817 .
Additions/Retirements (net) 28,392 -{260,882) (55,488) . . {287,978)
Balances at December 31, 2000 4,930,433 642,457 4,438,378 10,011,268
Additions due to new inclusions in the Group 38,771 6,383 2,825
Additions/Retirements (net) (274,134) -+ {118,291) 238,403 (154',022)‘
Balances at December 31, 2001 4,695,070 530,549 4,679,606 9,905,225 .
Accumulated depreciation: . s : T C _
Balances at December 31, 1998 (216,587) " (26,066) (1,030,766) (1,273,419) .|
Additions due to new inclusions in the Group (217,993) T e (576,785) (794,778) - |
_Retirements - 6,100 16,744 132,439 155,283 -,
Provisions (60,714) " (3,155) ~.(478,850) (542,719) ..
Balances at December 31, 1999 (489,194) (12,477) (1,953,962) (2,455,633)
Additions due to new inclusions in the Group (346,417) ' {11,575} {402,408) ) (760,400)
Retirements 71,599 1250 488610 . 561,459
- Provisions . (122,866) -+{8,336) - . (519,989) - .- (651,191)
Balances at. December 31, 2000 {886,878) (31,138) (2,387,749) " (3,305,765)
Additions due to new inclusions in the Group (17.099) 18 . (3,347) ':{20,428)
Retirements 86,517 21,107 ¢ 317,756 425,380
Provisions (118,826) (1,899) (529,757) (650,482)
Balances at December 31, 2001 {936,286) {11,912) {(2,603,097) . (3,551,295)
.Property and equipment, net (*) : )
* Balances at December 31, 1999 3,229,695 755,941 1,901,160 5,886,796
Batances at December 31, 2000 4,043,555 611,319 2,050,629 6,705,503
Balances at December 31, 2001 3,758,784 518,637 2,076,509 6,353,930

2000-and 1999, respectively.

Other property

The «Other Property» and «Furniture, Installations and Other»
captions include, among other items, the assets acquired through
foreclosure on nonrecovered loans. These assets are recorded at
foreclosure cost, which in no case exceeds the book value of the

(*) Of the total balances, approximately €2,804 million, €2,978 million and €1,803 million retated to property and equipment abroad as of December 31, 2001,

loan, net of the provisions recorded as a result of comparison
with their market value. The provisions amounted to €563 million
as of December 31, 2001, and accounted for 56% of the recorded
value (€624 million and €404 million and 55% and 41% as of
December 31, 2000 and 1999, respectively).
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1" (14) Due to credit entities

_Breakdown '

The breakdown, by typé and term to fnaturity, of.the balances

. sheets is as follows:

under this caption.in the accompanying consolidated balance -

Thousands of Euros

& _v By Type and Term to Maturity

2001 . 2000 1999
Demand deposits- : R : _ B
* Current accounts 120,256 - 58,839 44,727
Other deposits 2,705,432 3,892,437 3,352,067
: k 2,825,688 3,951,276 © 3,396,794
Time or notification deposits- LT '
‘Bank of Spain credit account drawdowns-
Up to 3 months -~ R ©1:116,524 1,211,166 801,774
) L 1,116,524 1,211,166 801,774
. Bank of Spain certificates of deposit sold under repurchase agreement- : : : :
. Upto3months- . ' = — — ".424,958
! ’ - PO 424,958 |
Time deposits- R — :
Up to 3 months 17,976,452... ©:22,984,211 ‘15,453,777 |-
3 months to 1 year | 7,047,786 19,185,130 7,186,789
1 to 5 years : 3,012 4,515,728 5,627,204
- Over 5 years - 2,531.872." 2,370,428 .1'3,158,847 |
c ' °30,727,122 . 39,055,497 ¢ 31,426,617
Assets sold under repurchase agreement (Note 5)- s ER L ES )
Up to 3 months 17,302,003 121,912,913 -22,909,560 .
3 months to 1 year -. 1,391,‘1.03 1,342,757 3,508,570
110 5 years ' x 170,201 161,203 162,760
Over 5 years ' 397,148 376,151 621,182
- . ..19,260,455 23,793,024 27,202,072
51,104,101 64,059,687 59,855,421
53,929,789 . 68,010,963 63,252,215
34,060,690 -

vOf ‘which:. Euros '

As of December 31,2001, the limit set by the Bank of Spain on
the Bank and on the Banesto Group for the system of loans
guaranteed by qulic-sector debt securities amounted to €1,683

25,374,334 41,702,283

million and €1,570 millidn, respectively (€1,880 million-and -
€1,363 million as of December 31,.2000, respectively).
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a 5) Custon-ier deposits

‘ Breakdown

¢t The breakdown, by geographsca! area and deposnor sector, of

the balances of this caption in the accompanymg consohdated
balance sheets is as follows:

Thousands of Euros

2001

. 2000 1999
By geographical area: L -
‘Spain , 92,810,916 76,659,671 68,664,719
, Other EY countries 23,756,199 23,279,001 10,135,396
“. |- USA and Puerto Rico 18,306,588 - 8,119,968 6,411,519
Other OECD countries 437 783 374,563 - 327,101
-+ Latin America 55,181,626 60,213,546 35,170,038
Other: "~ 1,034,180 907,727 864,371
181,527,292 169,554,476 121,573,144
By sector: [ERN i SRR ‘
.. Public authorities . : 14,466,854 2,358,630 2,151,479
Of which: Assets sold under repurchase agreement- . 12,395,466 163,277 149,580
* Other residents- ' G o

Demand deposits " 21,252,167 20236174 19,126,952
Savings deposits . ,':_15;472,402 . 113,734,335 13,008,276

- Time deposits ‘19,155,872 20,933,335 19,206,171 |
Assets sold under repurchase agreement (Note 5) 715,928,311 13,407,823 10,971,446
Other deposits : ) . 82,585 146,857 145,757
S 71,891,337 . 68,458,524 62,458,602
Nonresidents : . 95,169,101 -, 98,737,322 56,963,063

. '~ 181,527,292 169,554,476 121,573,144 |
.Of which: - Euros 88,462,082 71,336,832

Term to maturlty : ‘
: The detall by matunty of the balances of the «Savmgs Deposts

106,687,882

- Time» and «Other Depossts Time» captnons |n the consolldated
balance sheets is as follows . : co

Thousands of Euros

E . 2001 © 2000 . 1999
.|~-Savings deposits - Time: ) ‘ : :

_Up to 3 months 35,294,610 36,240,164 27,792,807
*3:months fo 1 year 10,571,178 15,109,691 12,442,748
110 5 years - 5,492,590 6,261,591 4,687,816
Over.5 years 1,401,488 2,638,882 1,579,995
52,759,866 60,250,328 46,503,366

Other deposits - Time;
Up to 3 months 47,506,744 ‘32,100,700 20,981,050
3 months to 1 year 3,214,585 6,625,220 2,549,914
1 to 5 years 1,355,180 1,614,084 697,859
Over 5 years 72,518 136,977 97,160
52,149,027 40,476,981 24,325,983
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(‘I 6) Marketable debt securities

Bonds and debentures

..of ‘this captlon in the consolldated balance sheets is as

,The breakdown by currency and interest rate, of the balances “;follows "
; “Outstanding -
i L : . Amount in Annual
" Thousands of Euros’ Currency Interest
. 2001 2000 1999 (Millions) Rate (%)
“Euros: . S T o ’ :

' ‘Fixed interest 3415549 3519093 3,101,348 — 576
Floating interest 5,709,449 5763617 3,121,387 — 467
“UsS. dollars: ‘ Dol e
Fixed interest 2,422,252 - 1,783;188 > 1,098,097 . 2,126 6.67
Floaiing interest 3,124,495 . 2,807,262 2,128,778 4 2,763 5.15

Pounds sterling: - PRSI EN v . : o :
 Fixed interest 706,656 688,989 - 688,700 430 755
_ Floating interest 1,561,221 1,201,723 ' — 1950 467
Chilean pesos: ol B el : o o o
Fixed interest ) 3,487,374;; g 3,644;634 3,292,056 2,005,010 " 6.68"
‘-:Floating;interest IR 132,395 '31.481 ’ — —
Other currencies 802,158 - 639,056 . 508,908 - -
Balances at year-end 21,229,154 - - 20,085,957. 13,970,755
Varlatlons . : .
The variations in «Bonds and Debentures» accounts were:as :
follows:
Thousands of Euros
: : 2001 2000 - 1999
- Balances at the beginning of the year 20,085,957 13,870,755 :10,273,124°
Inclusiori of. companies.in the Group: S=l e 11054100 -
© Net issues ol 03,930,111 . 15,900,995 4,420,654
-Of which: '
Santander Central Hispano Intematlona/ er e
February 2004 — Floating 567,343 — —
April 2004 ~ Floating 500,000 . ‘ — —
March 2002 - Floating - 1,016,685 —
June 2005 - Floating —_ 537,347 - -
May 2001 - Floating — — 1,000,000
Banco Santiago
Various maturities and rates — — 1,129,616
Redemptions (3,104,884) (1,348,431) (1,113,158)
Of which: ‘
Santander Central Hispano international Ltd.
May 2001 - Floating (1,000,000) — —
Banco Rio
1998 Global Program — (264,247) —
1999. Global Program - | (443,697) -
December 1999 - - (311,138)
Exchange differences 317,970 448,228 390,135
Balances at year-end 21,229,154 20,085,957 . 13,970,755
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. Maturity
The detail, by maturuty, of the balance of this caption as of -
December 31, 2001, is as follows: ‘

Year. of Matunty

e Thousands of Euros

. 2002 5,294,682
2003 4,048,009
2004 3,836,939
2005 1,821,289
2006 38,928
Subsequent years 6,189, 307 -

21,229,154 -

Promissory notes and other securities

The detail, by maturity, of the balances of the «Promissory Notes
and Other Securities» caption; issued basically by Banco Santander
Central Hispano, 5.A., Santander Central Hispano international

Ltd., Santander Central Hispano Finance (DelaWére), lnc.; Hispamer

Banco Financiero, S.A.; Banca Serfin, S.A.; Banco Santander
Mexicano, S.A.; Banco Totta & Agores Ltda.’ and Banco de
Santiago, S.A., is as follows: -

Thousands of Euros

Term to Maturity 2001 20007 1999 -
Up to 3 months 14,882,899 . 9905250 . 8,170,369
3 months to 1 year 4,271,742 3,799,556 - 1,720,403
110 5.years - 1,225,301 375,147 223,234
20,379,942 14,079,953 10,114,006 |
Of which:_Euros - 5,683,417 14,389,276 -

(17) Provisions for contingencies and expenses

Vanatsons
The detail of the variations in the balances of the « Prowssons for
Contmgencnes and Experises» caption is as follows

4,401,584 ..

Thousands of Euros

2001 - 2000 . ‘1999
Balances at the beginning of the year 15,447,232 4,238,025 2,691,519
inclusion of companies in the Group 673 ' 7,451,396 844,879
Provision charged to income 2,650,409 389,492 416,501
Provision for salary commitments to employees taking ‘ R
early retirement in the year (Note 2-j) : 695,845 -+ 763,818 1,215,253

| In-house pension aflowances insured - Companies in Spain (Note 2-j)-

I; Premiums paid to insurance companies 90,784 — —
Recording of in-house pension allowances insured — 3,236,023 —_
Variation in net level premium reserves of insurance companies 257,317 ' 219,135 —
Payments to pensioners by insurance companies (278,461) (284,561) —

69,640 3,170,597 —

Payments to pensioners and to employees who took early retirement
with a charge to in-house allowances (Note 2-j} (726.461) (324,985) (169,533)
Insurance premiums paid (Note 2-j) (91,770) (5,241) {376,817)
Allowance used (335,653) {320,568) {348,653)
Provision for writedowns inherent to the merger (Note 1) — — 156,239
Transfers _ " (174,516) 149,910 (222,200)
Exchange differences and other variations (618,110) {65,212) 30,837
Balances at year-end 16,917,289 15,447,232 4,238,025
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) Inclusnon of: compames in the Group

* 1. The company includéd in the Group in 2000 wnth the Iargest %
| amount-of recorded « <Provisions for Contingencies and Expenses»

- was Banespa (Note 3)

‘In accordance wnh the applicable Brazifian labor regulatxons Banspa
“had recorded as of December 31, 2000, the pension allowances’
“arising-from the commitments to certain employees, which -
o gmounted to approximately 4,000 Brazilian reais (€2, 400 million).

“Since:1987; the directors of Banespa, as advised by their tax

- advisers, 'treated these expenses as deductible expenses in

~galcul'atin’g the Brazilian corporate income tax; however,-in;
“September 1999, the «Secretaria da Receita Federal» ruled that :

‘abproxirhately 2,867 million Brézilian reais (€1,620 million) of

these expenses were. not tax deductib!e. In October 1999, the

“1" Board of Directors of Banespa filed an appeal against this decision
and paid the related deposit (1,450 million Brazilian Teais -
»appro><|mately €820 million) and recorded a provision:of 2,600
“million Brazman reais (approximately €1,470 million) for this
“~contingency; This provision was recorded in 1999 with a charge

1o income, after recording the related deferred tax asset of 1,200 .

‘Brazilian reais (approximately €680 million).

Other provisions .
The balances of the «Provisions for Contmgenoes and Expenses

+ = Other Provisions» caption included the following items:

Thouﬁands of Euros

« y 2001 .. 20007 S 1998
. Credit loss allowance for off-balance-sheet risks 357,085 283521 220,758 .
_ Ofwhich: Country risk 14,004 26,126 41,007
v"AIlowancé for losses on futures transactions ' "~ ..399,986 . 276,622 _7..262,294
e ; Allowance for contingencies and commitments at Operaung umts s L - RS o .
Recorded at Spanish-companies » 2361593 © ¢ (878752. . .1 877,616
~Of which:. Relating to Argentina: 1,287,434 R e —
Recorded at‘bther compahies ”4,’777,25_9 SRR '5,355;968 P : 797;122
 Of which: Banespa (*) 3,088,842 -+ 3,470,568 —
B L 7,895,923 6,794,863 ... 2,157,790
! (;) ’See «inclusion of Companies in the Group» heading of this Note.'b ; ’
(18) Subordinated debt
: The detall by currency and interest rate, of the ba|ances of thls
cap‘uon is as follows: -
Outstanding
e - " Amount in, Annual
Thousands of Euros = - ‘Currency - - Interest
g 2001 . 2000 1999 (Millions)  Rate (%)
Euros: - ' Shewn Lo : . o
-Fixed interest -2,550,070 2,043,470 1,545,429 - - ; 5.99
Floating interest 2,127,704 1,094,452 679,585 - ‘ 473
US dollars: . - )
Fixed interest 5,431,010 5,136,729 3,735,689 4,786 7.38
Floating interest 1,898,309 1,797,883 1,876,204 : 1,673 5.15
Pounds sterling: . Co
Fixed interest 657,567 320,460 — 400 7.00
Other currencies 331,331 336,947 261,761 — —
. Balances at year-end 12,995,991 10,729,941 8,098,668
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Variations
" The variations in the balances of this caption were as follows: -

. Thousands of Euros ‘

- ) 2001 - .2000 1999

Balances at the beginning of the year 10,729,941 8,098,668 - 6,312,082

' Inclusion of companies in the Group = .- 389,676 . —

‘Netissues 1,968,198 © 1,988,383 1,116,310

Of which: Santander Centra/ Hlspano Issuances, Ltd . : .

March 2011 at 6% 500,000 . oo -

March 2011 - Floating - 500,000 - —

September 2011 - Floating 500,000 . - —_

September 2010 at 7.625% — 1,074,694 . —

July 2010 at 6.375% - - .~500,000 —

November 2009 at 7.625% — = 616,249,

July 2009 at 5.125% —_— o _ 500,000

Redemptions (31,913) (252,915) (201,065)
Exchange differences .~ 329,765 - 506,129 871,341 .

Balances at year-end - - - 12,995,991 8,098,668

Other mformatlon
‘These issues are subordinated and, therefore for debt seniority
purposes they are junior to the claims of all general creditors of

Ltd. are guaranteed by the Bank or are secured by restricted
deposits at the Bank.

As of December 31, 2001, 2000 and 1999, the balance of this
caption included. €321,180,000 relating to issue; convertible into

the issuers. The issues of Santander Central Hispano lIssuances,

10,729,941

shares of the Bank at any time from January 1, 1999 through -
December 23, 2003, at the holders’ option at-a conversion ratio
of one share for every security plus the equivalent in euros of -
0.483 shares at the Bank share closmg price on the agreed .
conversion date :

‘Maturlty

The detail, by maturity, of the balance of this caption in the
consolldated balance sheet as of December 31, 2001, is as follows:

Maturity .

Thousands of Euros
2002 : ’ 469 .
2003 -445
© 2004 449
2005 1,357 |
2006 1,252
Subsequent years 9,024
: 12,996

The interest on subordinated debt amounted to €750,778,000
in 2001 {€660,056,000 in 2000 and €507,981,000 in 1999).
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1 \,(1 9) Mmorlty |nterests

‘ Breakdown

; ‘Interests» captlon |s as. follows

..The deta;l by Group company, of the balances of the «Mmonty

Thouéénds of Euros

; : : 2001 2000 '1999
Preferred shares ) : . K . PR

* Santander Central Hispano Flnance Ltd._' 4,660;33'1 7 4584, 076»( 3,830,467

- BCH Eurocapital, Ltd. 741,799 o686, 554 641,755
BCH-Capital, ttd . 338,466 " 319,708, . -~ 295,169
‘Pinto Totta 261,254 252,906 . -
"TottayA(;ores Flnancmg 155,049 ' 1_50,217  e
Banesto Holdings, Ltd. 81,732 75,583 . * 488,349 |
BCH Internacional:Puerto’ RICO ' 70,679 *66,761, : 52,324 .

' 'Banco Santander Puerto Rico 168,930 65,991 60,925
P , ~.6,378,740: 6,201,796 . 4,968,989

: Equity of mi_nority interests:,“ : . : (IR
Somaen-Dos, S.L. " 248573 .. 221,737 000195323
Banco Santiago‘ 217,284, oy 223,288 204,158 -

- BancoRio." L 152,873 205 973 /518,205 |

" Banco Santander Puerto Rlco - 63,984 67,512 70,336
| - santander Chile Holding 54,728 50,305 ;44,938

Origenes AFJP. 37,780 18,199 .:18,397.

" Banco Santander-Portugal © 32,827, 34,618 29,528

- Grupo Financiero Santander Mexicano - 28,584 16,912 .. k ++69,303
‘Banespa . = 26,258 1029726_ =
Other companies el 699, .5, "261,657 220,912
A 1,054,590, ° ., 2,129.927: 1,371,100 -

7,433,330

8,331,723

-.6,340,089°
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Preferred shares B Vanatlons »

These are noncumulative nonvoting shares They were subscnbed ‘ The variations-in the balances of thlS captton were as follows:
‘by third parties outside the Group and are fully or partially - \ : : :
redeemable after five years, at the issuer's discretion.

Thousands of Euros

Reduction in share par value

1,833,896,574

2001 2000 1999
Balances at the beginning of the year 9,132,716 6,937,008 4,179,402
inclusion of the BCH Group — ) — 1,282,836
inclusion of companies in the Group 3,300 1,037,292 —-—
Of which: Banespa — 1,029,726 —
Preferred shares- ' : '
Inclusion of companies in the Group — 429,862 —
Issue — 639,525 1,331,867
Of which: BSCH Finance Ltd. - )
Interest at 8.625% — 322,407 - - -
Interest at 9.4% — 317,118 ° . —
Interest at 5.5% — - 1,331,867
'Redemption — (19,719) (657,333)
Dividends paid o (500,258} (442,495) (365,752) . .|:
-Exchangeé differences .. ‘238,896 259,884 360,439 .
- (261,362) 867,057 - 669,221 -
Variation in percentages of ownership £(1,007,921) (595,345) - 229,130
‘Dividends paid to minority interests ‘ - (192,967) . (83,245) {100,447)
Exchange differences and other ' ' (240,430) 168,957 79,947
" Balances at year-end 7,433,330 8,331,723 . 6,340,089 ..
Net income for the year attributed to minority interests - 840,606 800,987 596,919 -
s : ' 8,273,936 9,132,710 6,937,008
{20) Capital stock
The variations in the Bank’s capital stock were as follows:
o Capital Stock
Number . Par Value
- of Shares (Euros)
‘Number of shares and par value of the capital stock as of December 31, 1998 1,170,424,830 808,955,414
Capital increase to cater for the merger with Banco Central Hispanoa’mericand,‘ SA 663,471,744 ' 458,567,731
Capital increase with a charge to reserves (June 1999-Note 21) : ' - 566,373,429

Number of shares and par value of the capital stock as of December 31 1999

3,667,793,148

1,833,896,574

Capital increases;
For acquisition of shares of:

Totta Group 252,892,250 126,446,125
Royal Bank of Scotland 179,615,243 89,807,622
Banco del Rio de la Plata, S.A. 63,450,006 31,725,003
For merger bonus 6,736,590 3,368,295
For share subscription offering 345,000,000 172,500,000
Cash payment of capital increase by Royal Bank of Scotland 44,749,176 22,374,588

4,560,236,413

2,280,118,207

Number of shares and par value of the capital stock as of December 31, 2000

Capital increases:

For incentive plan 1,300,000 650,000
For placement among institutional investors 97,826,086 . 48,913,043
Number of shares and par value of the capital stock as of December 31, 2001 4,659,362,499 2,329,681,250
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The Béhks shares are listed on the computerized trading system
of the Spanish: stock exchangesand'on the.New York, Milan,
London, Paris, Lisbon, Buenos Alres Frankfurt and Swiss stock

.~exchanges, and all of them have the same features and rights.
:As of December 31, 2001, the only shareholder with an ownership

: : _j~|nterest in the Bank’s. capital stock of over 3% was The Chase
e -Manhartan Bank N. A (W|th a4.97% holdmg)

.Other considerations 5 .
As of December'31, 2001, the additional capital stock authorized
by the Shareholders’ Meeting'amounted to €1;403 million. The
time penods that the Bank’s directors have to carry out capital
-increases up to this limit expire in March 2006.

On March 10, 2001, the Shareholders’ Meeting set the maximum

' +amount of Bank: shares that the Bank and/or any Group subsidiary

+may acquire.at 5% of the capital stock outstanding at any time.

This authonzatron is valid for 18 months from the date of the
= Shareholders Meetmg IR

' AIso the aforementloned Shareholders’ Meetrng authonzed the;

-7l Bank’s Board of Directors 0 issue fixed-income securities not

convertible to equity up to a maximum amount of €1 5 000 million :
over a period of five years and flxed-mcome securities convertible
1o equity for.up to €1 ,000. mrIIron overa one-year period, and
empowered the: Board of Directors to execute the resolution to
issue fixed-income securmes convertlble to shares wuthout !

preemptive rights up to a maximum amount of €600 million over
a-one-year period,.and, in addition, authorized two ca,p'ital
increases of ‘€45 million and €27 million to cater for.the
conversion, if any.

=As of December 31,2001, the shares of thefoHowing companies
. wereisted on official stock markets:.Banco Rio de la Plata; Banco

Sanitiago; Banco de Santa Cruz; Banco de Venezuela, SSAIC.A;
Banco Santander Colombia; Santander Puerto Rico; Grupo’
Financiero Santander; Serfin, S.A. de C.V;; Banco Santander. Chile;
Bansahber S.A; Central de Inversiones en Valores S.A (Cervasa)
Fmancnera Bansander, S.A. (Fibansa); Nortefa de Valores, S/A. ..

_{Norvasa); Cartera Mobiliaria, SA (Carmosa); Santander Chile

Holding; inmuebles B de V.1985 C A.; Banco do Estado de 550
Paulo; Banesto; Portada, S.A.;-Banco Caracas, C.A,, Banco Universal .
and Banco Totta & Agores

As of December'31, 2001, the capital increases in progress at
Group ‘companies and the additional capi'talvauthorized by their

_ Shareholders” Meetings were not material at Group level.

@Y Reserves.

Variations . ;
~The variations in the overall balances of reserves at the Group ;
. (see composition in Note 1) were as follows

" Thousands of Euros

L : 2001 : 20000 - 1999
Balances.at the beginning of the year 14,556,924 5,521,618 "“3,866,010
Variations arising from the merger with BCH-"- - ) s : o

Increase in additional.paid-in capital (Note.20) - o ;2,831,068

Surplus arising from property revaluation (Note 1) - s 220,902

Reserves at consolidatéd BCH Group companies: - —_ 214,700
*.Undistributed BCH income B — — . (116,230)"

- e = = 3,150,440

14,556,924 5,521,618, 7,016,450

Prior year's net income 2,258,141 1,575,108 854,417

Drwdends paid on prior year's income (1,241,219 (861,454) " - (440,818)
Distribution of the BCH Group’s prior year’s income (net of dividends) o — ' — ) 199,302
Capital increases (Note 20) 864,985 9,069,812 —
Of which: o
Additional paid-in capltal 853,415 5,273,748 —
Early recording of voluntary reserves 11,570 3,796,064 . —
Capital increase with a charge to reserves (Note 20) — — (566,373) .
Charge for early retirement of employees (Note 2-)) (*) (449,780) (461,962) (799,123)
~ Retirementof differences in first-time consolidation (Note 12) — (122,408) (578,288)
Use for writedowns of surplus arising from property revaluation (Note 1) — — (220,902)
Exchange differences . (527,310} -{53,238) 176,968
“Variations in reserves at associated compames (Note 10) 178,428 17.814 (5,108)
" Other varlatrons net .- 23,109 (128,366) (114,907)
Balances at year—end (Note 1) 15,663,278 14,556,924 5,521,618

(*) Based on the Group‘s ownership interest in Banesto as of December 31, 2001, 2000 and 1999 (98.57%, 98.54% and 98 29%, respectively).
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. Additional paid-in capital, reserves and revaluation reserves

V - The breakdown of the balances of these captnons relatlng infull -

to the Bank, is as fo!lows

Thousands of Euros |

. 2001 2000 ) 1999
Restricted reserves: .’ e R
Legal reserve 465,935 456,024 366,780
Reserves for treast:ry stock 146,701 ' 240,459 236,649
Revaluation reserves Royal Decree-Law 7/1996 42,666 42,666 42,666
I Unrestricted reserves: S :
. Additional paid-in capital + .8,651,004 8,078,240 3,219,988
. Voluntary reserves-and consolidation reserves attributed to the Bank 4,811,102 4,697,949 . 946,533
- Of which: Early recording of voluntary reserves 3,408,113 3,796,064 ) —
Group reserves attributed to the Bank ‘14,117,408 . ... . 13,515,338 4,812,616 .
" "Of which: Reserves recorded at the Bank -.14,096,519 .. 73, 502,101 4,750, 934

-

Legal reserve v
Under the revised Corporatiohs Law, 10% of Spanish companies’
net income for each year must be transferred to the legal reserve.

“These transfers must be made until the balance of this reserve
reaches 20% of capital stock. The legal reserve can be used to
increase capital provided that the remaining reserve balance does
not fall below 10% of the increased capital stock amount.

Reserves for treasury stock

Under the revised Corporations Law, a restricted reserve was
recorded for an amount equal to the book value of the Bank
shares owned by dependent companies. This reserve will . become

unrestricted when the circumstances which gave rise to its..

mandatory recordmg cease to exist. Additicnally, this reserve
. includes the outstandlng balance of the loans granted by the -
Group that are secured by Bank shares :

Revaluation reserves Royal Decree-Law 7/1996 . ,

The balance of this account can be used, free of tax charges, to
increase capital From January 1,2007, the balance of this account
can be taken to unrestricted reserves, provided that the monetary
surplus has been realized. The surplus will be deemed to have
been realized in respect of the portion on which depredation has

oy

been taken for accountmg purposes or when the revalued assets -
have been transferred or retired from the accounting records

If thlS balance were used in a manner other than that prov:ded :

. for in Royal Decree-Law 7/1996 it would be subject 1o tax,

Addltlonal pald -in capital

The revised Corporations Law expressly permits the Use of the

additional paid-in capital balance to i increase capital and estabhsha

. no spectflc YESTHCUOnS as to its use.

Early recording of voluntary reserves ,
As required by the Bank of Spain, the «Reserves» caption in the *
consolidated balance sheet as of December 31, 2001; includes ,
«Voluntary Reserves Recorded Early» of approxnmately €3,397

million ( €3,738 million as of December 31, 2000) relating to the -
difference between the amount at which certain Bank shares .

were issued - in accordance with Article 159.1.¢ of the revised

Spanish Corporations Law ~ for the acquisition of holdings in the \(
capital stock of other entities and the market value of the shares
received in exchange, net of the equivalent amortization of the
goodwill arising in the acquisitions. This amount increased initially
the acquisition cost of the holdings acquired (Notes 12 and 20).
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‘Réservgs and prior years’ losses at consolidated companies
1" The breakdown, by company, of the balances of these captions ;
in the consolidated balance sheets, based on each company’s

, contnbutlon 10°the Group (after conSIdenng the effect of-«-
consolidation adjustments) is'as follows .

Thousands of Euros

. \ 2001 . 12000 1999
" ‘Reserves at consolidated companies: o o
“Companies consolidated by ‘the global mtegratlon method : : W : . i
Banco Santander Puerto Rico ' 284,005 . 217,110 222,393 7| .
Banco Rio (consolidated): 261933 - 75289 42,095 +f
Grupo Flnanoero Santander Mexncano ! 221,}12',‘ ' lf’f 35,231 . - E
“|:2SCH Investment, S.A. _ 180,592 .182,828 ~146,310
Banco.Santander Chile (consolidated) 151,894 159,563 125,690 .-
B.S.C.H. Gestion, S.A. ‘95,675 i | .. 86,269 - ‘88,565 |
‘Banco Santander Uruguay 74,6047 ‘ 67,896 . 59,242 |-
Carmosa 73786 t.. 63629 it 58478
B:S.C.H. Bolsa, S.VB., SA 50158 . ./ 103,260 60,420 | <
Other companies 349,444 342,679 137,036
B . R 1,752,203 1"~ 1,333,754 940,229
Companies carried by the equity method: ) S EEE N o
Royal Bank of Scotland . 462,689 '317,208 © . 220,620
Sociéte Genérale 169,738 Sl e
‘|- Commerzbank 144,904 52,841 32,635
Uni6n Eiéctrica Fenosa, S.A. . 130516 | 63,395 .- 90368
' Cepsa 81,810 .. 58232 ¢ 27118
' Other.companies 331,439 .0 203,533 234,767
: ) 1,320,796 - 695,209 « 605,508 :
. " 3,072,999 2,028,963 1,545,737 |
Prior years' losses at consolidated companies: C L 5 : .
- Companies consolidated by the global mtegfatxon method: D I e : S SRS
 Santander Investment Securities N.Y. 133,431 123580 % 80115
Patagon Internet Bank (formerly Open Bank) . '1‘11,957 . 70,709 58, 382‘
. Santander Merchant Bank ; 71,977 S75722. 53305 |
Banco Santander Colombia (consohdated) 69,741 #-77,044 723,752 e
" Hispamer Group 61,8207, ‘98458 115,220 =4,
Banco Santander Pert (consol:dated) 53,682 " 41,794 ‘ 59,681‘ )
Santander Investment Bank 15 46,284 £137,191 75451
Barico Santander Portugal 38,116 65,997 :88,950
“.|. Santander Financial Products 37,281 68,029 80,175
Gestién y Desarrollos Patrimoniales, S.A. e Ll — ' 84,755
Other companies and transtation differences 872,248 275,575 69,675
Of which: \ ' .
Translation differences due to devaluation in Argentina 505,379 —_ —
1,496,537 934,099 789,261
Companies carried by the equity method 30,592 53,278 47,474
1,527,129 987,377 836,735
Net balance 1,545,870 1,041,586 709,002
Of which: Restricted reserves 479,918 447,880 | 365,457
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(22)'Tax matters -
Consolldated Tax Group ‘
- 'In accordance with current regulatlons the Consol:dated Tax
‘ Group includes Banco Santander Central Hispano, S.A. {as the
.’ controliing company).and the Spanish dependent companies that
i meet the requiremerits stipulated in the regulations on taxation

o compames)

*” countries.

1~ Years open for tax audlt

; ‘December 31 2001, are 1997, 1998 1999, 2000 and 2001 for
: ~the main taxes applicable to it. Also, the Consolldated Tax Group

“whose parent bank was the former Banco Central Hispano

inspection.

In 2001, there were no significant developments in the matters

““pending resolution as of December 31, 2000. in 2001, tax
assessments were received relating to the Consolidated Tax Group

| for corporate income tax from 1993 to 1995, VAT from 1992 to

" --behaviorwasnot a tax mfnngement and, accordmgly, no penalty
was imposed. The Bank's directors. consider that the liabilities, if

-any, which might arise as a result of these claims would not have
a material effect on the consolidated statement of income.

The other Spanish consolidated entities generally _have the last
four years open for review by the tax inspection authorities with

: " of the consolidated i income of corporate groups (as the controlled

_ ' -The other Group banks and companles flle |nd|wdual tax returns .
4 oin accordance with the tax regulatlons appllcable in the respective

: . of the Group.- e . '_ RS
The.years open for tax auditin the Consolldated Tax Group as of : ) o

»Amencano S.A. has the years from 1996 to 1999 open for

 contested at the different instances (stages) of the tax dlsputes :

‘| headed by the former Banco Central.Hispano Americano, S.A.

1997 and withholdings for 1996 and 1997; the amounts that ~
- were contested totaled €59,572,000. This amount relates mainly -
:to corporate income tax timing:differences. Also, it should be -
|*.noted that the'fleld tax inspector considered that the taxpayer s

respect’to the main taxes applicable to them, except in the case
of those compames for which the statute of Ilmltatlons has been_

: mterrupted due to tax audits.

Because of the possible different interpretations._which can be;,‘
made of the tax regulations applicabie to banking opérations,

. the outcome of future reviews of the open years by the tax

authorities might give rise to contingent tax liabilities which
cannot be objectively quantified. However, the Bank’s tax advisers )
consider it unllkely that such contingent liabilities will matenallze
or that the contlngent liabilities relatmg to the mspectors .

_assessments referred to above will become actual liabilities, and

that in any-event the tax charge which- ‘might arise‘therefrom
would not materlally affect the consolldated financial statements

. “,

Since 1992 the Madrid Central Court number 3 has had E
preliminary court proceedlngs in progress to’ determlne the

liabilities which mlght arise’in connection with certam Cl’edlt' S
assngnment transactlons carried out by Banco Santander SIALE
“from_1987.to 1989, The Barik and its internal and. external“'?'
. advisers consider. that. the result of this iitigation-will finally ~
“bein its favor. and-that no additional specific provision ISLH

required. This oplnlon was corroborated by the dlsmlssal order:

- by the aforementloned Court-on July 16,1996, which 5|gnlf|ed '

a consuderable advance :in this connectlon Also, -tax.

_ assessments amountlng ‘to approxlmately €29,940,000 lssued

in. 1995 and 1996 were contested by the Bank and are
pending-final resolution at varlous admlmstratlve and | .
jUFlSdICthnal lnstances T L T

Fam AL s ,,,‘r

In any event followmg |ts tradmonal prudent criteria; the Group '

has recorded reasonable provisions to .cover any contmgencxes E

Wthh mlght arise from the above- mentloned 5|tuatlons

Reconciliation ‘ L R
The reconcifiation of the corporate income tax expense calculated
at the standard rate 1o the recorded corporate income tax i expense i
is as follows k -
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" Thousands of Euros.

L2000 0 om0 2000 1999

Corporate income tax at the standard rate of 35% T 71,483,057 . +:.1,320,898 1 950,454
*Permanent differences: : . SRR Py AR
: :Amounts arising from consolidation (*) ., (598,682) : (185917) (286,959)
& Tax credrts and elimination of double taxation ‘of dwndends (18,598)/ (441,900) - " (133,594):
Effect of allocation of the Group's share in income of companles S AR : -
" . carried by the equity method 44,6197+ 0021787 . 13,655
: i : . 0 . : (572;661) (606,030) -~ .~ (406,898) -
«Corporate Income Tax» and «Other Taxes», per consolidated - - R LI : SN T :
Ve ST 910,39 - 714,868 sas,sSs

statements of income -

“ ) lncludmg the net tax effect of the consohdatuon adjustments wh:ch were treated as pennanent differences by the Group and relate mamly to wrrtedowns and

the differences arising from the existence of dlfferem tax rates in Spam and in other countries.

‘The Bank and certain'of the other Spa’ni’sh consolidated‘ :

companies have 'avaiiéd themselves of the tax credits available
-under corporate income tax Ieglslatlon Although the 2001

. corporate .income tax return has not yet been filed, the ;
provision for 2001 corporate income tax. shown in thef:

consolldated balance sheet as of December 31,2001, and

-the consohdated statement-of.income for the year then ended, i

isnet of the related investment, deend double taxatlon and

_mternatlonal double taxation tax cred!ts recorded in the -~
balance of «Permanent leferences» in: the foregomg :
'reconcmatlon 4

i Other assets and other habllmes

The balance of the «Other Assetss captlon in the consolidated

balance sheets includes balances receivable from the tax |
’.authorities other than loan-and similar transactions (corporate
‘#income tax withholdings, mput VAT chargable to others and |
- prepaid corporate income tax among others):. The balance of‘
¥ »the «Other L:ab\lmes» capt!on includes the liability for the various’
;_taxes apphcable to the Group, mcludmg the corporate mcome'
_taxon mcome for the year. B I ‘

“The ’Hetail o"f't‘he two balances is as follows:

E ~"I110usands of Euros

200177 2000 - - - 1999

- Other assets - Tax recelvables - 5,576,912 " -.'5,912,258 . 2,439,965
 Of which: s L S
.+ Banespa 72,239,930 2,257,474 0 v—
Early retirements in 7999 (Note 2- j) . ;_304,948 \"360,33 T i 413,461
Early retirements in 2000 (Note 2: 5 241,613 »2’67,’338‘ S =
" Early retirements in:2001 (Note 2-)).’ 243,547, 00 ==
- Writedowns inherent to the merger (Note 1) 62776 76,419 . 118,940
Other liabilities - Accrued taxes payable 5 2,666,120_,‘ T .2,577,050 2,276,772 .
Of which: ’ - IR
Tax collection accounts 1,943,481' 1,590,873 i 1,375,681
Deferred tax on merger surpluses (Note 1) 110,436 114,102 ° - 118,940

{23) Memorandum accounts, futures transactions and off-
balance-sheet funds under management

Memorandum accounts
The «Memorandum Accounts» caption in the consolidated
balance sheets includes the following commitments and

contingent liabilities of the Group that arose in the normal course

of its operations:
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Thousands of Euros

© 2001 <0 2000 ’ 1999
Contingent liabilities:. - L ST e - : )

" Rediscounts, endorsements and acceptances i e 93,505 "~ | 32,286 | 9,851
Assets assigned to.sundry obligations _ ’ A 258,117.. ‘211,406 © . 25,020
Guarantees and other sureties : S ‘ 026,101,265 -22,208,058 17,653,77'5‘
Other contingent liabilities R o , 74,900,196 4,769,344 . 3,797,904

) ' : - .~ 31,353,083 27,221,094 21,486,550
Commitments: . - . L . )
Sales with repurchase option . ’ : 18,199 . 3,050,034 64,915

~Balances drawable by third parties: . R G e L o .

Credit entities - : I ' Tt 1598114 o 3423605 1,771,916
- Public authorities . : .- .2,708,750 : 2,972,510 3,299,460
Other sectors : S S . 45315994 47,921,634 39,132,151
Other commitments ' g . 4,613,970 5,012,874 2,415,486
- : : ‘ 54,253,027 62,380,657 46,683,928
‘85,606,110 - 89,601,751 68,170,478

‘Futures transactions

The detail, by term to maturity, of the notional and/or contractual
amounts of each type of derivative arranged by the Group as of
December 31, 2001 is as follows

Millions of Euros :

: . : o : Guaranteed " .
" Upto1 1105 51010  Over10 ' . Mutual .- . _
Year ' .. Years .. Years . . Years - Funds. . Total
Unmatured foreign currency purchase e s S s S S . )
and sale transactions: : 77382 7699 . 518 . . — .. . — . 85599
Purchases of foreign currencies against euros 20,086 4,531 T 306 — T 24,923
* Purchases of foreign currencies against , L H o
foreign currencies _ 49,725 2480 TR L~ = 51151
Sales of foreign currencies against euros ' 7.571 1,920 e 34 i — P i— 9525 -
Financial asset purchase and sale transact:ons (*): 2,543 .- 1,430 ' 3,078 - . e 970 - a ) G 8,021 -
Purchases - 816 767 . " 4758 © o S87 ¢ = 3898
Sales - - oo 1,727 663 - 1,320 413 Tl 4123
Securities and interest rate futures (*) © 50,048 - 2,887 221 S o =" 53,136
| Purchased © 20,349 1875 -390 00— — 7 -22363
Sold ) o . - . 29,699 992 82 |- ) — 30,773
Options on securities (*):’ s 14,530 . 3,205 ' 122 - 9,006 ‘26,863
Purchased ‘ ' .- 4,595 915 18 . - 6,977 12,505
Written ) : 9935 - 2,290 104 — 2,029 14,358
Options on interest rates (*): 25,487 11,418 4,680 4,859 —_ 46,444
Purchased ’ 20,666 5,121 2,773 2,000 — 30,560
Written 4,821 6,297 1,807 2,859 — 15,884
- Options on foreign currencies: . 4,307 - 1,040 —_ : - : - 5,347
Purchased . 1,169 260 o, —- . — — 1,429
Written . 3,138 780" — — -— 3,918
Other interest rate transactions: 309,926 122,582 43,375 13,821 — 489,704
Forward rate agreements (FRA') 88,124 1,085 —_ — —_ 89,209
Interest rate swaps (IRS s) 211,761 120,349 42,715 11,968 — 386,793 ..
Other ’ 10,041 1,148 660 1,853 — 13,702
Futures commodity transactions . 3 C— — — - 3
484,226 150,241 51,994 19,650 9,006"" 715,117

-{*) Based on the term of the underlying asset.
{**) Guaranteed assets.
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: Other mformatron .
The aforementroned notlonal andlor contractual amounts of

| .these transactions-do not: necessanly reflect the actual risk -
‘assumed by the Group; since the net position:in these financial’ :
rnstruments is'the result of offset and/or. combination thereof. -

. This:net posmon is used by the Group basrcally to hedge the

“interest rate risk, ‘the price’ “of the underlymg asset or the™’

“currency risk, ‘the resulting'gains or losses.on which are

included under the «Gains (Losses) on Flnancxal Transactions»

captionin the consolldated statements of income and where
B approprrate as an |ncrease ln or offset of the results on the

.on;the publrcatlon of information relatlng 1o financial instruments,
' qualitative. and quantrtatlve rnformatron
Off-balance-Sheet fu nds under management

“the Group is as follows

rnvestments for WhICh these hedgrng contracts were arranged . '
(Note 25)

Also per the recommendatlon made by the European Commlss«on'

the accompanying 2001 managerment report mcludes the relevant

The detall of the off- balance sheet funds under management by'

Millions of Euros

2001 .- 0 212000 , 1999

Mutual funds® * 68,535 . .65012 . . 59840 |
- Pension funds . 18842 1 1639700 0 13,072
‘Assets under management (7,870 . i 17,239 ] 5,564

(24) Transactrons wrth nonconsolidable Group compames
~and wrth assocrated companies

,,The detail \of,the Group’s main balances wlth nonconsdlidable

companies controlled by it-and with associated companies; and

‘ “of the |mpact of the transactrons WIth them on the statemems Ry
-:of income, is as follows : : :

95,247 88,648 78476

Thousands of Euros |-

© 2001 . 2000 - o 1999

CASSETS: . RS ‘ - S
- Dueé from.credit entities 1,319,642 R 5‘5'7,674' . . 602,635
‘Debentures and other fixed- mcome securities 122450 it SV o — BN
" Loans and credits : 1,476,669 . - 1,501,827 . 1945681
.'Common stock and other equrty securmes 51,062 i : 48,363 103,963 :
a5 Haai - 2,969,823 2,107,864 2. 2,652,279 < 1
LIABILITIES: TR :
 Due to credit entities 664,725 97,045 85,230
Customer deposits” 899.692. . ' 465304 590,933
. 1,564,717 - 562,349 .’ 676,163
STATEMENT OF INCOME: g
Debit- - . S . _
interest:and similar expenses L 61,688 5415 - - 7,242
Fees paid 24,040 - 180
' 85,728 5,415 7,422
Credit-
Interest and similar revenues 146,449 104,215 42,660
Gains on financial-.transacrions 7,987 974 30
Fees collected. 40 34,528 29,384 - 727,761 d
: L 188,964 134,573 - 70,451
MEMORANDUM ACCOUNTS: ]
Contingent liabilities ' 1,294,640 1,038,729 1,470,106
' 449,990 695329 '

584,448

Commitments

Auditor's report financial statements Santander Central Hispano 181



(25) Statement of income disclosures

Followmg is certain relevant mformat:on in connectnon with the '

consohdated statements of income:

~

a) Geographlcal breakdown -

The geographlcal breakdown of the balances of the main

captions composing the Group’s revenues, by country of

~location of the Bank branches and the Group companies giving

rise to them is as follows:

Thousands of Euros

118,700

. 2001 2000 1999
Interest and similar revenues: . L s )
Spain . 8,714,243 8,170,128 7,010,668 :
_|-.Other European countries ] \‘2,986,892 2,936,329 1,816,403
 America 16,407,799 18,027,376 10,699,885
Other 7.825 25,892 85,085
) - 28,116,759 29,159,725 19,612,041
Gains (losses) on equity securities portfolio: : Co : - T
Spain - . 438,474 345,078 149,466 |
Other European countnes 34,642 51,260 146,208
. America 75,235 - 27,856 . .35,905
- Other : ; 54 S - 102 |-
i A . 548,405 424,194 331,681 .0 -
Fees collected: R U L ) Al
+ Spain s 2,267,468 . .2,372,051 2,165,921
Cther-European countries ~$26,979 Al T 397,870 211,616
America : 02739948 1,991,622 1,309,395
Other 788 83 4,454
N , 5,535,183 4,762,378 3,691,386
Gains (losses) on financial transactions: E o L
Spain v 390,429 351,851 259,186
Other European countries 71,683 .80,770 67,554
America - 220818 266,537 58,268
Other - 2,212 2,944 (5,385)
ﬁ » 685,142 702,102 379,623 |*
Other operating revenues: : X .
Spain 64,134 128,190 . 108,254
Other European countries © 5,379 5,884 5,151
America 48,181 66,995 ‘3511
Other "6 553 ) 385
201,622 148,901
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i ./,.nb) Breakdown by type of transaction . _
. The detail; by:type of transaction, of certaln captnons in the L
consohdated statements of income is. as follows ; :

Thousands of Euros

B

e 20015 2000 Lo 1999
" Interest and similar revenues: 2 R , TR - S
Cash at Bank of:Spain-and other central banks - - . s 262,588 ’179,186 . . .63,100
- Due from credit entities ) v A R : 3,17‘1;114 2,802,543 - 72,064,428
 Fixed-income securities . - T o 5,318,056 -+ 4,292,248 3,503,810 1
Loans and credits - S L . 16,307,418 14,808,506 10,875.410
“Revenues related to insurance contracts (Note Z-})r . o »' 264,842 55,000 o
Other revenues’ , wEeET ' 2,792,741 . 6,922,062 . 3,105,293
S ’ : 28,116,759 . 29,159,725 - . 19,612,041 |
i lnterestand slmllar expenses: SRR : i el T
"{aank of. Spam TR S S : T 344,650 320129 .. 336224 |
| Dueto credit entiﬁesi > , R RGIR .. 3,689,637 3,866,167 .. 2,698,905 -
* Deposits, "+ " R S B112,906 . - 7,609,745 .- 4,974,727 |
~ Debt securitjes and subordmated debt -t s - 3,459,816 " 2,631,459 1,939,899 '
Cost allocable to the recorded pensxon allowance (Note 2) I P 713,930 0278209 L. 68,275
Other interest expenses R B - SRS IRt P S 2,087,461 - "6,588,649 3,255,755
ST « ST T "~ 18,408,400 21,294,358 13,273,785
-Feescollected e A o R e el A
Contingent liabilities ~~ .. FIE S 219,754 203,605 166,973 |
 Cotlection and payment services = - . g i SRR U 2,182,263 1,683,032‘\ S 1',261,987‘.f
- Securities services . RN A S 12,170,369 12,135,618, 7 1748512
| Other transactions T L 0 962,797 1 - 7401123 .0 513,914
o ’ o - 5,535,183 . ' .~ 4,762,378 .. 3,691,386
“Fees paid: . , IR R TRt .
- Asset-and hablllty transactions L e vi& ;0,225,265 ;f'{‘; : 16'1,87(1;;;- i 1178,7‘6.6 L
Fees assigned S e R L 457,659 .326)692° . - 251,500.
Otherfees 0 oo riooosh B e 930624 260,821 7 243,986 |
s ; o , T 913,488 749,384 614,252
Gains (losses) on financial transactions(*): S . : e 3 . L
Fixed-income securities .- S e 23692 L B,570) e 168139
“Equity securities i R EE RS LR E o (11,560) - (374,328) i 519,250 |
‘Exchange dlfferences ; o ' . ' ' - (225,890) .. . 283,190 - 7 .+{24,924)-
Derivatives . . f e 7 786,400 ° .- 796,810 . - (282,842)
' ‘ 685,142 702,102 379,623

{*) The balance of these captions in the consolidated statement of income includes the net gains (Idsses) on trading transactions (Note 2-). For
these amounts to be correctly interpreted it must be borne in mind that, in the case of hedging transactions, gains or losses on exchange
differences and derivatives are symmetrical to those recorded under the «Gains (Losses) on Financial Transactions - Fixed-Income Securities» -
and «Gains (Losses) on Financial Transactions — Equity Securities» captions in the foregoing detail. )

Auditor's report financial statements Santander Central Hispano 183




"¢} General administrative expenses

“Personnel expenses

-+ The detail of the balances of this caption in the consohdated .

statements of i |ncome is as follows:

Thousands of Euros

; 2001 2000 . 0 - 1999 +
Wages and salaries 3;794,237 3,299,881 <. 2,783,888
" Social security costs 678,194 585398 < v 527,347
"o Periad provision to in- -house pensron allowances (Note 2-;) : 91,474_: ) 103,386 ,63,575”‘
"Contnbutrons to external pensron funds (Note 2-1) 71,436 . 27.280 i X '18,66'1' .
Other expenses : 622,956 - 435,012 £ 382,327

. - The average nuv‘mber of .employees 'at the 'Group, rby/

professional category, was as follows:

5,258,297 4,450,957 . 3,775,798

v

Number of Employees " .

: ; 2001 2000 '+ 51999 &
+..Top. management 186 82 e 197 -
| "Other fine personnel 27,996 28198 .- i 28518*
) - Clerical staff - L122190 14082 F sy
‘General services 137 T g
e S 40518 . 42504 44723 .
1~ 'Staff of banks and companies‘abroad - 74,186 - . 84,137 - o 49,472
Staff of Spanish and foreign nonbanking companies 1,253 1,827 0 01,247
5 e ) - : +115,957 - 128,558 95,442

Iy . Compensatlon systems based of the dehvery of Bank s

. shares.”: _ : : :
!n recent years, the Bank has put in place compensatlon

system linked to the market performance of the Banks

shares based on the achrevement of certam objectrves as’
shown below QF - R R :
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- quék ‘options-plan-.

Euros Con L Initial " Final

] RN . ; N,um‘b'e'rof\ Exercise‘ ' o Year o : . Number Vesting Vesting
SR S e Y ghares Price. . Granted.  Group of People Date * Date .
|-Plans in force at January 1, 2000 18,295,774 336 05 e » BT :
Options granted o "~ 26,577,419 - .. 9.97
.+ | Options exercised .~~~ - - (2,498,700) . 3.01
‘i1 Plans in force at December 31, 2000 -~ 42,374,493 7.63
‘|_"Options exercised ' S 7 (6,349,370) 1.88
-Of which: | L T e
Plan Two . - o o (57,6000 . 2.49 :
PlanFour s L (1,504,52000 784 R
" Merger bonus ' : L (4,787,250) - - s
- Plans in force-at December 31, 2001 36,025,123 . .- '8.64
. .Of which:" - S S : : ‘ s ST O
" Plan Four- v 4454680 . 784 . 1998 Managers 737 :01-01-2001" 31-12-2002 "
. Managersplan 1999 . 4,993,024 - = 2.29 1999 - Managers 1,055 31-12-2001 ~ 30-12-2004
. Additional managers plan 1999 o o 162,819 - 241 .. 2000 Managers. ... 45.:01-04-2002 30-12-2004 | .
Investment banking plan . 6610000 7~ 1025 2000 Managers . ' 65 16-06-2003 15-06-2005""| - y
" Young executives plan - . 17700 '1,265500 229 . 2000 Managers ' °597 * 01-07-2003  30-06-2005 |+ .
Managers plan 2000 714,739,000 7 1055 2000 Managers 1,038. 30-12-2003 * 29-12-2005
Latin Americaplan - . .- 3800000 " 1014 2000 Managers' . 193 : 01-02-2002 . .01-02-2003
Pro-memoria:’ : e ‘ : . e SN R
" Number.of Bank shares.issued (Note 20) -~ - 5
. &5 of December 31, 2001 . ' 1. 4,659,362,499
"Proportion of plans to shares . e
issued as of December 31,2001 ... v .0.77%
. Market price of Bank shares as of o S ' R S i
." . Decémber 31,2001 . Tl e i g i
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. Other admmlstratlve expenses
- The detail of the balances of this capﬁon in the consolldated
statements of income is as foHows .

Thousands of Euros

" - L2001 0. 2000 ¢ . 1999
kTechnology and systems . 546,410 505,998 - 325,556
Communications 347,199 287,632 229,821
Advertising . 340,071 305,224 203,088 .
|- Buildings and installations 670,261 601,811 467,720
- Taxes other than income tax /203,635 ,"188,970 150,680
Other expenses 571,035,110 955,773 690,520
~ 3,142,686 +2,845,408 2,067,385

e) Extraordinary income/Extraordinary loss

The net credit balance (€61 million) of these captions in the
consolidated statement of income for the year ended
December 31,2001, includes the gains or’losses on disposal
of property‘and equipment and Iong—term fi nanclal investrments .
{netincome of €2,080 million - including the income obtained
from the sale of Vodafone -and net loss of €142 million); the

* collection of interest on doubtful and nonperforming loans '
’earned in-prior years (€56 million); monetary adjustments
(Note 2-b); provisions to pension allowances (Notes 1 and 2-
i):-and other results of €1,696 miltion, including mast notably
the recording of the special allowance for Argentina (Note 1).

‘ The net debit balance of these captlons in the consohdated

statement of i income for the year ended December 31, 2000
(€406 million 2 €151 million as of December 31, 1999),
includes the gains or losses on disposal of property and

.. equipment and fong-term financial investments (net i income
_ . of €108 'million and net foss of ‘€71-million - net income of
7 ~€130 million and net loss of €102 million"as of December
31, 1999);.the collection of interest .on doubtful -and-
. nonperforming loans earned in prior years (€35 million - €25
- million as of December 31, 1999); monetary adjustments (Note ‘
2 b), provnsuons to pension allowances (Notes 1.and 2-j) and
.- the merger bonus (Note 23). ‘
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| @6 Statements of changes in financial position

~|. The consolidated statemenxs of changes in financial pasition are as follows:

N

Thousands of Euros

i 2001 .0 .'2000 1999
4" Source of funds: S S e
||, From operat:ons- PR 5 ) . . - AN R T ! :
Income for the year. .. : SR D 3326909 .0 3059128 2,172,027
- Depreciation.and amortization - S o 2,860,271 1498696 = 1383788
Net provrsrons to alfowances for drmrnutlon in asset value andto other allowances 3 }i 4,646,053 . 102 60,236: :.°1,588,733.
‘Income of companies carried by the equrty method net of taxes ' (521,878) 754271y (322,845)
Direct writedown of assets . - Sy : ' 532987 o 54802 . 97,340
" Losses’on the sale of treasury stock, holdmgs and ﬂxed assets o 151,961 . 85500 176,115
.| Gains on the sale of treasury stock, holdrngs and fixed assets . e 4 (1,336,867) %(503,883) " - ~.7.{908,268)
e (Oxher wrrtedowns ST / - P L L myeeT. e =
E T L ORI e e 9179,747 .. 5,657,765 . 4,186,890
Caprtal mcreasewrth addmonal pard in caprtal L ik 902,97 ) +'5,719,969 " .73,587,405
+1 - Net sale of freasury stock . o i e IR LI 29,167 . = 62,854 -
" Subordinated securities issued (net mcrease) : R : : ‘ 2,2,66,050‘ 43‘”2‘,631,273 ©7.073,820,898"
' Lending fess finaricing at Bank of Spain and credit and savings entities (net vanatron) N 11,481,453,
o Fixed- -incorme securities (net decrease) . e U L s °2,348,046 T L e
1|/ Customer deposits (net increase) () Dty e T 972,816 0 47,981,332 47,133,262
-.Debt securities (net increase) -\ . LT T Gy T 7,443,186 10,081,149 13,708,635
\ Mrnonty interests (net |ncrease) R B e 11394,715, - 1+ 2,160,687 |-
“Sale of holdings in-Group and associated companies 3 Sl 3,604,731 786,802 T q727080
Sale‘of property and equipment and intangible assets . - ‘ . 629,836 B R
Other asset items:less liability items (net varratron) e ' : DR e hi 1;449,823 e 1,205,420
Tota! funds obtained . - : - P Lot 33,375,555 . 75,702,828 89,074,584
Application of funds: - e T i e LD
1 Dividends o T R R 685, 380"’ /898529 ' - 605189
b Lendlng |ess fmancmg at Bank of Spaln and credlt emrtles (net) \ e SN 22 064 658 o - '4,1'87,34()mf L —
'.Net purchase of treasury:stock AN ; e SO 7717 N
Loans and credits (net increase) (*) Cea L oL 6439474 43419693 (57,388332 |
Fixed-income securities (net increasé) .~ . - a0 T S 14,020,981 00 20,093',0»97 4
Short-term equiﬁy securities (net increase) - o g G 14100 1,102,544 Li1,131,0450 0 2,258,578
Purchasé of holdings in' Group and associated companies . - Lo 1,238,696 ¢ 9,941,389 ‘ 5,960,808 -
Purchase of property and equrpment and intangible assets e . +01,386, 973 2,096,134 ©.2,768,580
Minority interests (net decrease) ' St S 1699380 0 ] -
Other asset items less liability items (net variation) (*=) T 3,759,451 S S -

Total funds applied : . . 5 38,376,556 . - 75,702,828 89,074.584 :

{*) The merger with BCH and the inclusion of new companres in the Group .in 1999 basically represented funds obtamed amountlng to €40,200,401,000
(Customer Deposits) and funds applied amounting to €40,941,624,000.(Loans and Credits). The inclusion of new companies in the Group in 2000 basrcally'
represented funds obtained amounting o €32,208,221,000 (Customer Deposits) and funds applied amounting to €25,951, 131,000 (Loans and Credits).

(**) This item mainly includes the net worth impact arlsmg from the devaluation of the Argentinean peso and the recording of the special allowance detailed in

Note 1.
(27) Explanation added for translation to English - accounting prachces applied by the Group that conform with
These consolidated financial statements.are presented on the generally accepted accounting principles in Spain may.not conform

basis of accounting principles generally accepted in Spain. Certain with generally accepted accounting princ iples in other countries.
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Exhibit1. |
Méin’ Consolidé't_ed companies composing the Santander Central Hispano Group (+) - u
Gy S k : e T - Millions of Euros
- % of Ownership - W

P y .. i " sbythe Bank . Capital " . .NetIncome _
" Company - Location Line of Business . “Diret- - Indirect . Stock™ ' Reserves™ fossy  Cost®

- Administradora de Fondos de Pensiones, y e S & R
Cesantia Santander, S.A. . Colombia Pension fund management - 99.99% - I 9. 66
AFP Summa Bansander SA, Chile  Pension fund management’ -~ ~." 99.42% .~ 29 , 24 14 -95.

AP UNSRVIGa Peru. Penson fund management . — " 99%% 14 3 B

~“AG'Activos y Participaciones, S.A. " spain Securitiesinvestment - - 9843% % 5 .. 12600 7 o)

“AlfundsBank Spain Banking - - = - 10000% . 18 0 16
Andaluza de inversiones, S A. ~Spain Securtiesinvestment - 10000% < 30~ .~ 0 2

1" BSN. Portugal, S A, Porugal . Banking = 9934% 26 % 497 bR

+""Banca Serfin, S.A. Mexco . ‘Banking” o~ 9BBS% 1924 (1,174) 1507 1
Banco BSN - Banif, S A. Spain Banking* 10000% - — 39 © g3 * amo
Banco Caracas, CA. Banco Universal {1) Venezuela Banking- - T— i 9188% T 95 54 58 329
Banco Caracas, Hlding NV, ™ Netheriands Antiles Banking, -+ —  8440% . 19, 108

.| Banco Caracas, NV, . Nethertands Antilfes " Banking. — . 8440% g 50 R P

. Bancodé Asuncién, S.A. Paraguay Banking . = 9BO09%.. 2 17y Y38

Banco de Santa Cruz, SA. Bolivia " . . Banking 95.93% .= l740 126, .30 240,
| Bancode Santiago, SA. - - " Chie oo Banking = 4350% ' 0. 207 320

.. Banco de Venezuela, SACA. ) Venezuela - . Banking . 97.93% - .087% A7 13S0 683

" Banco de Vitoria, SA. . Spain. “Banking s 9655% 20
Banco del Desarrollo Econémico Espariol, S.A. - Spain S oBanking el e 98.49% . - e S0 )

- | Banco del Ko de la Plata S.A. Argenting Banking  2562%.  5470% 1o s g g
| Banco do Estado de Sao Paulo S.A. Brazil- Banking ' " — ."9783% 178 . (4) T Us3 1041
1" Banco Espafiol de Crédito, SA. . Spain Baking 9847% . 010% 133 . 417 369 2470
.|| "Banco Madesant - Sociedade Unipessoal, SA.. Portugal - ~Banking "+ = 10000% - 1,573 9 e 471153

" Banco'Santander Brasil - e  Bradi  Banking LS0578% L6550 SIS /3
- Banico Santandet Brasil International, Ltd, - Bahamas© Banking . = 10000% . . 5o 430 v 785,

;- Banco Santander Central Hispano (Guernsey) Limited ~ Guernsey -~ Banking -~ — o9g8% e [N |
Banco Santander.Central Hispano (Suisse) S.A. Switzerland . Banking = 9%% 0 24
Banco Santander Central Hispano - Perti - Pery - Banking - 10(5.00% 2132 1. 150
Banco Santander Chile ’ ~“Chile Banking ' — 8o42% 475 . 1600 671
Banco Santander Colombia, S.A: “Colombia ) Ban’king‘ - BM% c)) 118
Banco Santander Colombia-Panams, S.A. Panama v"Banking . — . 100.00% 15 | 102
Banco Santander International Miami. . USA - Banking >94,80% 520% 6 16 10
Banco Santander Meridional S.A. Brazil “‘Banking . 96.16% .. 075%  S87° 2 1287
Banco Santander Mexicano, S.A. Mexico Banking —  9885% 1,566 203 1,053
Banco Santander Philippines, Inc. Philippines Banking  -88.45% - 48 7 2 43
Banco Santander Portugal, 5.A. Portugal Banking — . 8485% - 156 66 27 22
Banco Santander Puerto Rico Puerto Rico Banking —  86.74% 121 409 54 488
Banco Santander Uruguay, S.A. Uruguay Banking — 100.00% 18 48 5 25
BancoSantander, SA, Brazil Banking . 9670%  3.18%. - 4,814 Q) G172) 4420
Banco Standard Totta de Mogambique, SARL Mozambique Banking —  5496% 8 8 12 1

. - Banco Totta & Aqores, Ltda Portugal Banking  79.93%  19.42% 525 1,293 76 3175
Banespa, SA ServigosTécnicosieAdminiszrativos Brazil Technica! services - .. 9783% 8 (10) 85 45
Banespa; SA. Arrendamiento Mercantil Brazil | Leasing - 9783% 78 67 no o
Banespa, S.A. Corretora de Cambio e Titulos Brazil Securities company — 97.83% " ) 17 12
Banesto Banco de Emisiones, S.A. Spain Banking — -9857% 19 10 0 (a)
Banesto Bolsa, S.A., Sdad. deVa!oresyBo!sa Spain Securities company —  9857% 5 54 8 (@)
Banesto Holding Guernsey Securities investment —  9857% 87 ) 9 ()
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. Exhibit! |
N =" Millions of Euros.
% of Ownership ) P i
SR R O by the Bank Capital . "%~ NetIncome _
o Congary. : location " Lineof Business _".Direct - _Indirect. ~ Stock” _Reserves”  (Losgf " Cost”™ .
BanqueBanespahtemaﬁonalSA o lwembourg, panking. = CO783% .. 3 om0 30039
L ansaﬁna CRRAEE & , ‘ Spain’+ v - Finance = - 9991% LIRE R ' T BIEE RNy
1 “Bansaliber, SA. L Spaint - Securitiesinvestment - 64.99% - 2499% . 13 0 116 R TR
; ' BCHCapitalid, - - Cayman islarids - | Finance - 10000% . . — 0 4 .33 '
BCHEurocapital td. T Caymenislands’ . o Finance | 10000% .~ P W T E
| BoHintematonal NV, Netherands Securiis investment10000% - — s Aan 313
"} BCH tntemational, Puerto Rico, Inc .. PuertoRico . Baking 100.00% — . 12 -~ 15 130 .9
1. Bozano, Simorisen Banking, Limited Comantsbnds | Bakng - —  998% 60 32 S i
/BSCH Factoring y Confirming, S.A., EFC. i Spain, ©Fatoing 100.00% o= 0o 39 CAg )56
BSCH Finance Limited  Capmaniands - o Finance T10000% v 336 @25 3MCL27n
Cadisa S, ‘ g Cspsin’  Securfesinvestment. (100.00% 1 — - 187 G416 1880
v " Cantabro Catalana de Iversiones, SA. . L Span ; S_ecuritiesinvestmenf 10000%; - 304 . (141) O BTN UL
e CapnalRlesgomternetSCR LR A  Spain " Venture-capital company . 100.00% . —. "3 R T E R {1 RS |
|| Camosa’lno o U spain 7 Secuities ivestment. 40.50% - 36.58% 9 o0 1% Coie e
S CasadeBolsaSamanderSerﬂn SA. DeCV Mexico " " :Securities company L 9B85%. IR IR "‘20 Sy
B CC-Bank AT S Gemany oo Banking '~ 0000% 304 35003
Y o S - Spain. . Securtesinvestment  5499%  2532% 09 B o5 3
i CompanhlaGeraldeCrédnoPredw! ’ T S o e o e e T e S
C Potugus/SAL e horugdl Banking . — - 9935% 235 130 3650,
-} comortium, SAC L L g Seuresinesment 9099% 001% 4 . & S@ e |
|- ComobanSA U span’ - Securitiesinvestment. < \— - 98.44% R I 30 fa) o
"] DudebasaSA. . S spain “Fmance P 98ST% 2w orio@
.FactonngSantanderMexnano,SA DeCy. Mexco. Faance —  9760% . 83 . W9 3
|7 Fbansa’ S U spain o Secuitiesinvestment 52.78% 4 25.27% B 69 £3 09
1 FH_\cohsumoSPA D ey e o Fnanee o 5000% 22 R B
CRonlperSADECY. . T Mako i oS s s @) e A
GessmestConsultmg,SA BT Spain” Consult, manag. and comm..  99.88% . 0.12% 19 0107 8
Hpotebansa VAT e ' *Spain . Mongageloancompanyy 100:00% RECE T ) ' SREGUELL }9‘:,- 3%
stpameraaanmanaem SA ‘ spain o Banking 100.00% .~ 747 Solopar T eae 250
. ,HtspamerSemoosmeuerosEFC SA o Spéin ) . Finance . - o 89.99% 83 Tt e
| nformética, Servidos yProductos, SA. " Spain - : Sevices = . 9857% . 17 PR oLl
| inmobiliaria Lerma-y Amazonas, SA.De C.V. Mexico Real estatemgt. . . = 98.83% 11 18 . 20030
:.'~|nveﬁxonesSantanderaahamas ' Bahamas . - Counseling - LT85 00% 14 S0
1. Meridional Leasing, SA. - Arrendamento Mercart! -~ Brazih " lessing —+ 9691% 13 1 2.0 4
Noroeste Participagoes e Servicias Técnicos, Ltda. Brazil Finance —  95.78% 119° 1 5102
Norvasa ] Spain Securities investment - 47.97% . 30.08% 10 28 2 16
Oi-Dor, S.A. Spain Finance —~  .9843% 60 62 4 @
* Qrigenes AFJP Argentina  Pension fund management - 39.20% 86 4 .5 59
Origenes Vivienda S.A. Argentina Mortgage foan company — . 9754% 19 0. @ 56
Pacale, SA.DeCV. Mexico finance —. - 98.84% 1" 18 PR
Patagon intetnet Bank Spain Banking — . 9554% 39 o5 (16) E”
Petrofinac, SGPS, S.A. Portugal Securities investment — 99.35% 89 128 0 89
.| Rio Bank International SAIFE : Uruguay " Banking- T 8031% 23 30 0 n
1 - Santander Asset Management, S.L. i Spain Fund management ~-100.00% - 29 - 66 51 29
_~Santander Brash Arrendamiento Mercantil, S.A. Brazl Leasing L= . 8578% 20 15 4 18
~Santander Brasil S A., Corretora de Cambio . :
" e Valores Mobifiarios Brazil Securities company —  9646% 17 17 7 24
Santander Brasit S.A., Corretaje y Admén. de Seguros Brazil Insurance brokerage —  97.89% 10 14 4 30
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. Exhibit |
: . Millions of Euros
% of Ownérsh?p T :_ \'
BRI _ "+, bythe Bank Capital : Net Income B
Company { ) Location - Line of Business . Diret " Indirect Stock™  Reserves®  {lossf" . Costt
~Santander Cemral Hlspano G. de Empresas o : : : .
de Crédito Esp SGPS, SA. : Portugal‘ Securities. investment - 9935% 35 m Kb 44
Samandengr;tralHnspano Leasing Sdade. S : s )
| locacdoFinanceira, SA, © " Portugal’ “lesing - — . 99.35% nel 7 2 1
Santander Central Hispano - Loc, Sdade. - : ' R IR e :
Locagdo financeira, S.A. o Portugal o lewhg - —  9935% . 7 o 30
Santander Central Hispano Asset R , , T S
_ ‘Management ireland Ltd treland . Fund management S~ 10000% 0 23 8 0
|, Santander Central Hispano Bank and Trust, Ltd. Bahamas = " Banking —  100.00% 11845 7305 1,801,
- Santander Cent:al Hispano Benelux, SA. - Belgium ' . Banking 100.00% - 40 B A Mo
“Santander Central Hispano Bolsa, S.V, S.A. Spain Securities company  50.03%  4997% 9. . 34 0 29t
Santander Central Hispano Gestién SGIC, SA, - Spain Fund management  '2830%  7141% 23 . 94 - 48 . &
Santander Central Hispano nvestment New York USA. Securities company . —". 100.00% 329 () - 25 295
{ . Santander Central Hispano Investment; S.A. - Spain ‘ -~ Banking  100.00% - - = 20 A 090 el
1. Santander Central Hspano Lease, SA, EFC. CSpan o lemsing 100.00% . — 39 RN T 4w
: SantanderCentralespano T , L oA S T P
1 ‘Multieasing, SA, EFC. ~ -~ * G o Spain olesing 70.00% . 3000% - 21 T RS JRP T
“Santander Central Hispano Pensiones E.G.FP, S.A. _Spain - Pension fund management  21:20%  78.52% B ER | 4 58
Santander Central Hispano Renting, SA. .. - . ° Spain © . .Renting" 100.00% - — g i R 2 e
_ Saﬂtander(ompanhaSecurmzadora - G ST S ¢ I Femi el e s
't - de Créditos Finandieros L Brazl - Debtcollection ~ - 95.78% IR B PR 92
| Santander DiektBankAG . . - Germany : Banking — 95.54% o0 a8
|- Santander Factoring, S.A. : © Chile o factoring . . = ..99.42% L Y R
1 - Santander Finandial Products - : freland C Fname =0 100.00% O AT e g
" Santander Gestdo de Activos, SGPS, SA. - Portugl Fund management = 99u% A gl oy gl
‘Santander nversiones, S A, Comedores deBoka . Chie Securtiescompany - — 9999% 16y o g g g
Santander Ivestment Bank. -+ 0 . » - Bahamas i * Banking = 100.00% .. 28 - (31). .58
‘Santander Investment Chile, Ltda. ‘ Chile . Finance . — 99.09% A A E R
Santandet investment Colombia SA. Colombia o Fmane” . 9986% 20 S 8 98
"Santander Investment Inmobiliaria Ltda ' Colombia R Real estate mgt, ~ — '9986% ~ 59 .n RO (7 R TR
| Santander investment Internationa 8ank, Inc Puerto Rico = Barking - . — "100.00% 416 (144 13 278 |
Santander Investment Limited Bahamas . Securitiescompany = 100.00% 0 39 (. 27
vSamanderManagement Inc. ) Bahamas Fund management - 100.00% L Vi o3 1
Santander Merchant Bank ' Bahamas Banking — 100.00% § 98 7207
Santander Mexicano S.A. De C.V. Afore Mexico  Pension fund management —  99.14% 54 3 45 0
Santander Overseas Bank, Inc. Puerto Rico : Banking  100.00% - 69 30 20 69
Santander Rio Bank Gran Cayman ) Cayman Islands Banking —  80N% 106 91 5 54
Santander S.A. Administradora Fondos Mutuos Chile Fund management —  89.42% g 5 5 3
Santander S.A- Agente de Valores Chile Securities company —  8951% 51 38 15 30
Santandér Se_wn'ﬁes Corporation ’ Puerto Rico Securities company - 100.00% 27 (3) 0 27
Santiago.Leasing, S.A. ' Chile Leasing —  4350% = 34 ) 8 E7}
SCH Investment Limitada Chile Finance —  99.99% 2 21 7 2
Secuoya Capital Privado, S.C.R., S.A. . Spain -Venture-capital company 100.00% =7 158 1167
Serfin International Bank and Trust Cayman islands Banking —  9885% - 11 7 m 4
Serfin Securities, Ltd. Cayman islands ‘Fund management — - 98.85% 0 22 2 18
Sistemas 48, S.A. Spain Cards  45.44%  1261% 3 14 4 10
Symbias Capital, B.V. Netherlands Venture-capital company - 100.00% 58 0 (23) 35
Totta & Agores Finance Ireland, Limited Irefand Finance - 84.85% 57 0 2 49
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. Exhibit 1 -

PR A ,"Millions of Euros
1 % of Ownerstp s

T "Wallcesa SA

R

i »bythe Bank . " Capital - “Netincome > -,

; : - . Location " Uneof Business * Direct indrect ~ Stock™. . Reserves” i {Loss)? " Cost®
;vTottaFnance Semcosﬁnancelros SA § ‘Ponugalv' Finance. " 7= 99.35% S 35 ) “{3) 3
Totta lreland, PLC™ » 7 o reland finance: —V9935% 286 o3 19 284
" Valores Santander- .. - E " Venezuela’ Securi_liescompanyf) = e50% T 7 L2 o
Vista Desarmllo SA scr< : © span Venture-capital company’- 100.00% - * Y — 4836 a0
. Spain 5 Securixies’mvestr'nem'looloo% e 2 e W,

; Exdudmg inactive companles. companies.in llqwdatlon and those that only have relallons wnh the Group and, accordmgly are ellmlnated mthe consolldavon process malnly

“: the. purely holding companies of the shares of Grcup compames

el

8

--Amount per books of each Company as of December31 2001 The cost for accountmg purposes is lhe fi gure per books of each holdmg company multiplied by the Group’s .
B percentage of ownership, dlsregardlng amomzatlon of goodWlll in consolldatlon The data on companles ‘not localed in'the European Umon were translated toeurosat the.
%P yearend exchange rates: - ' i i

ST
2lv 27 are inthe process of reorgamzatron‘and/or sale, the disclosure of this information mlght be detnmental to both Banesto and Lhe compames themselves Tne Banesto compames

Banesto’s directors conSldered it advisable to omn the nel amourt per books of Eanesto and/or of its dependent companles because they consrdered that, since some of them

results as.of Decémber 31, 2001, have notyel been approved by the respecnve Shareholders Meeungs

Data expressed ona comparable basns with calendar 2001 ,f L Eng 0
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RN ‘ RN Sl L e - Exhibit I
1. “ Main nonconsolidable companies in which the Group has holdings of more than 3% (20% if unlisted) (+)
DR e : R i ’ R L o Millions of Euros
% of Ovnership *. . :
CocbytheBank . Copia
el ‘ : © - Netincome. e .
Compary . o Location Lne of Business ©  "Diret “iindirect  Stock™ - Resaryes™ {Loss)"
Aguas de Valendia, S.A. (**)- L o Spain . Waterutilty. . 21.97% (R 5 43 3
| -Alcaidesa Halding, SA.  * Spain - ‘Real estate A% 31 @ 3
AOLSpain;S.L(*%). S Spain - " Internet” - 40.00% e L s )
B t0.B Factory Ventures, S.A. - ‘ © spain Developmentof - U T UL T - .
Al T S . . eCommereplatiorms - 80.30% . i = A 170 3
<. ~|", Banco Vitalicio de Espafia, S.A. {consolidated) (**) “Spain CBanking = 2% U6 o e . g
. - BahQue_Commercialedu Maroc Societé Anonymé (**) Morocco. - Banking " - . .= o.2027% - 130 SR "7 S 1|
2] Centradia, Ltd: R UnftedKingdom - - Counselng - 2250% = — . - 44 . L0 an
| CEPSA, SA. fconsolidated) (*4)  Spain 7 Oirefinery 012% - 1992% ¢ (268 ¢ 71345 3%.
S ‘Cbmmefzbank,AG.(consolidated)(")\ : Germany [ Banking =~ =0 472% . " 1386 TLoe798 1342
' ‘M;CqmpaﬁiaAsegur'adoraBanesto.Sgguros, SA. Spain T Insurance T~ R "3 e
| - Compafiia-Concesionaria del Tinel de Soller, S.A. " Spain ¢ Comstucton T 17 0 0.
Consorcio Internacional de Seguros de Cradito, 5.A. Spain Credit insurance * 20.25% _ 21 0 0.7
71 Costa Canaria de Veneguera, S.A. Spain < . Real estate .- 1 v . 20 3) 0"
Digital Procurement Holdings N, -~ Netherlands " ‘Electronic services | 89.66% L= L3 Tl 0
Dragados y Constrcciones, 5.A. (consolidated) (**) Spain - Construction -~ - 20.19% B 17 TR SO
* Grupo Finandiero Galicia (**) ; o Agentna T Banking v U gspe o9 ge . ogr
Grupo Taper (+4) - : Spain . Distribution” e 16 1
D T . of medical material i S :
Home Mart Mexico, S.A. De C.V. (**) ST U Medo - Commerce E gl L 3 10
" Iberia (consolidated) (**) Spain - Alfine Ao 329% T 2 S5 - o
| “inmobiliafia Urbis : Span Realestate -~ — " 5300% 12 30 83
| - Intereuropa Bank, R.T {consolidated) {**) ° Hungary * " " Banking S L oto% 29 s 2
-1 Internacional Seguros de Vida, S.A. Agentina. o insurance . L T3920% o Sy g
- La URi6n Resinera Espafiola (consolidated) Co LSpain L © Chemicals < 7487% - CN8A2% A e
| laparanza, SA. 0 ‘ ~ Span Agiculiureand ivestock T 6159% 0 dL = s o T
' Mobipay International, SA. - o spain Telecommunications .~ 27.50% - . - . 300 ) @ -
" Royal Bank B SE5Taid Group PLC. (**). - United Kingdom -+ =~ CBanking . =il g03% NN A1 R 28366 72924
. ~5an Paclo'IMi, SPA (consolidated) (**) CMaly oo mankng . — U s46% 7 3931 02130 1202
) SantanderCentralHispanoSegurosyReaseguros, SA - Spain S lnsurancev 69.03% . L= 34 ( 118 . 4
Santander Central Hispano Seguros. Cia. de SegurosdeVida  Portugal “Insurance — . 9935%. T2 0 1
Santander Sequros, S.A. Brazil . nsurance .- . i— 7 99.13% - . 63 {12) 7
Seguros Serfin ; S.A. De.C.V. ' Mexico  nsuance —: 9885%- - 3 ¢ ]
SociéiéGenerale(consolidated)(")(I) France Banking = U 150% . s 10,460 2,698
Técnicas Reunidas (consolidated) (+*) Spain Engineering  37.43% N 87 13
Totta Urbe - Empresa de Administragao e Construghes, S.A. Portugal Real estate - 99:35% 100 1
Transolver Finance EFC, S.A. Spain Leasing - 50.00% 9 8 2
UCL,SA. - Spain  Mortgage loan company - 50.00% 4 24
Unién Eléctrica Fenosa, S.A. (consolidated) (**) Spain Electric utility 4.44% . '7.49% - 914 1,599 235
Vallehermoso, S.A. (consolidated) (**) _ Spain Real estate 25.14% - 129 Y% 80
Vidrieras Canarizs, S.A. (**) Spain Glass 2835% - 0 2
(4;) Excluding inactive companies, companies in fiquidation and those that only have relations with the Group and, accordingly, are eliminated in the consolidation process, mainly
- purely helding companies of shares of Group companies, P
{*)" Amounts per the books of each company as of December 31, 2001. The data on companies not located-in the European Union were translated to euros at the year-end
exchange rates. .
{**) Data as of December 31, 2000, the last year in which financial statements were prepared by their Board of Directors -
{1} Although the holding in this company is less than 3%, it is included in this list because it was an associated company as of December 31, 2001.

i
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‘ _ Vallehermoso, S.A.

;Notlflcatlons of Acqunsmon of Holdlngs in 2001
o _~(Art 86 of the revised Corporaﬂons Law and Art 53 of Securmes Market Law 24/1 998)

Exhibit il |- :

lnvestee Company

“Date of Notification

AR Capital Variable 1, S.A.
“AR Capital Variable 1, S.A:,.

Aurea Concesionaria de Infraestructuras S. A.

Cartera Mobiliaria, S. A
. Central de Inversiones en Valores, S.A.

-l ‘inmobiliaria Urbis, S.ALL

|- - La Unién Resinera, SALL
.~ Nortefa de Valores, S.A.... ». = -
Parity Simcav, S.A.:.

o “Superdiplo, S.A.

Superdiplo, 5.A;

March 21,.2001
April 26, 2001
April 5, 2001
Jahuary,Q, 2001’ .
Jariuary 9, 2001
“'July 10,2001
“April 23,2001

January31 2001 B
*fanuary.31,2001; |
January 3, 2001‘ K
January 11 2001 1"

February 6, 2001. )

" Vallehermoso; S:A: . & i

Apm 26, 2001 A
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;_.Banco Santander Central Hlspano, S. A., :
and Companies Composing the Santander
-Central Hispano Group

- |-"2001 Management Report

i

“financial context of economic slowdown and significant
uncertainty in which it took place, and it compares very

—and American flnance groups reported sngmflcamly lower
earmngs

. an increase of 1.5%,.and the-ROE {excluding voluntary reserves
irecorded early) was 17.56%.

General background

. -was barely 1%. The European economy was no exception to
- the worldwide trend and, although less hard hit than the U.S.,
‘its growth rate fell from 3.5% in 2000 to 1.5% in 2001. Inits
last.year as a virtual currency, the euro was incapable of
reconquering its former €1/U5$1 exchange rate despite the
favorable growth differential and interest rates in the euro
zone-during most of 2001. The Spanish econon'\y was caught

euro zone.

“growth after growing 4.3% in 2000. The difficulties in Argentina
‘had a negative impact on the region as a whole for-a
‘considerable part of the year, and called for more stringent

- economic. policies than those required by the domestic
circumstances in some countries.

‘Group business and performance
After two years focused on expansion of the Group through
organic growth and acquisitions, the priorities in 2001 were
“to consolidate the strategic position achieved, to increase
balance sheet strength, to reduce costs with the resulting
improvement in operating efficiency, and to obtain higher

2t An 2001 the Santander Central Hispano Group’s attributed net a
“’income amounted to €2,486.3 ‘million, up 10.1% on 2000:
This increase is particularly riotable in the economic.and-

favorably at international level, since many cf the top European

Earnings per share amounted to €0.5447 euros, representing .

. In 2001 the Santander Central Hispano Group operated in an_ :

. environment.of sharp international economic deceleration

y intensified as a result of the uncertainty caused by the events »
~on September 11:-World GDP growth decreased to around -
|2.4% from the 4.7% reached in 2000. The growth in the U.S.. - .

up in the general slowdown and its growth rate dropped from
4.1% t0 2.8%, although hovered slightly above that of the -~ ;

The international climate was not propitious for the Latin- -
-American economies. The region experienced marginally positive -

earmngs The Group s accomphshments on all these fronts

RS

were notable.

Iy 2001 the Group consolidated its leadership in the Iberian .~ ‘
~ Peninsula and in Latm +America and this position was
underpinned by the strength that comes from more than 39
" million customers wor|dwxde To maximize the soundness of

the balance sheet, diverse measures were taken to increase
solvency and reduce risks, such as the securitizaticn of loans;
the ‘reduction of country risk, the reduction of VaR, the
accelerated amortization of goodwrll in consohdatlon and the

. Iaunch of subordinated debt i issues. Also, a special allowance

of ‘€1,287 million for Argen‘una was recorded.

“.All this imprdved the capital ratios, which were supplemented by
the Group's significant unrealized gains, basrcally on Vodafone
.and. Royal Bank of Scotland..

©2001 was also a year of savxngs The Group reduced its expenses -
inreal terms (ie. net of scope, exchange rate and inflation effects)
by 6.8% through:the decréase of both personnel-and overhead

expenses. In Spain, the measures taken in the networks are already

" giving rise to lower expenses, and there is still high potential for '

trimming expenses in the commg years, The srtuatlon is similar -
in Latin America. - - . :

" The favorable trend in costs is directly reflected in operating'

efficiency, which improved from 62. 1% (at the time of the merger)
10 54,0% in 2001, despite the inclusion of entmes with ratlosv
hrgher than those of the Group :

N 'Thé main actio'ns in the' Group‘s basie businesées;°were as followsé B

5,

:- in Spa:n the Group f|rm|y addressed the network optlmtzatlon

and integration plans; ‘which were facilitated by-the
* operational, commercial and organizational initiatives in 1999
" and 2000 (srngle technoloqlcal platform, unification of
networks, etc.)

As part of the optimization plans, 869 branches were closed
in Spain, of which 502 relate to the new plan launched in

June that will culminate in the first half of 2002 with the

closure of approximately 500 other branches. When the

plan has been completed, atound 2,300 branches will have

been closed, i.e. 35% of the branches existing at the

merger date. :

~ The single brand name optimization and integration process
was accompanied by significant progress in the customer
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segmentation process, which was achieved without any
- loss-of business (fewer than 3% of the balances transferred

“% ‘were lost) as a result of the intense monitoring of and high

“level of attention: paid to the customers mcluded in the
o Mlgratlon Plan :

" in addition to the migration process; the Group maintained a

high ‘fevel of commercial activity, as evidenced bythe v

performance of the key business products, in terms of both'
lending and deposits and funds. Mortgage fending increased
" at rates dose to 20%, savings accounts rose by 12.7%;-clearly
above the average growth in the industry and representing a*.
market share increase of 26 basis points, and the market share
".for mutual funds also rose by 90 basis points. in. 2001 we
_consolidated. our leadership position.as regards both savmgs
* accounts and mutual funds, and became market leaders i in’
the individual-pension fund business, in which the'Group
attracted a record volume of customer funds in"2001.

in Europe, the Group has an outstandmg position in Portugal

. “The activities carried out in 2001 focused on building-a smg!e
software platform for the Groups three banks in Portugal,

- on the commercial relaunch of the entities acqurred in 2000
-and -on -improving the, basic business, effrcaency and
profrtabrllty rataos :

'These-measures were reflected in an increase in the.market
- . share of mortgage loans, mutual funds (the market share of
.. which increased by 340 basis points in 2001)and premlums

written, while the eff|cnency ratio improved by 317 basis points .

and the aftributed netincome amply exceeded that budgeted
at the begmnmg of the year

The Group/also increa'sed its presence’in' Germany, - where'it <
- concentrated on certain segments suchas direct banking - .
- (launch of Patagon) and consumer financing, where it entered

into a wide-reaching cooperation agreement with the Werhahn
Group, with which it was agreed that in the first half of 2002,

* by exerdising the options agreed on, Santander Central Hispano -

would acquire all the shares of the-AKB Group. -

in Latin America, the Group has built a leading franchise

" thanks to its solidity, diversification and growth. The Group’s
expansion.in Latin America in 1999 and 2000 enabled it to
achieve an average market share of 10% for its banking
services as a whole.

The Group’s strategy in 2001 focused on three fundamental
cbjectives: increasing profitability, improving efficiency and

- increasing market share Sngmflcant progress was made in all

" three areas.

As regards proﬁtabii'ity, the ROE was 23.6% and.the efficiency
Tatio stood at 49.5%, répresenting an |mprovement of 350»
basis, pomts with respect to 2000

In April a tender offer was Iaunghed for the shares of Banespa
that were not already owned by the Group: The tender offer
Towasa success and increased the Group's ownership interest
to 97.1% (97:8% at year- -end).. Alsoin April, ‘Banespa
"announced the results of its Voluntary Redundancy Plan, of
which more than 8,000 employees opted to avail themselves. ‘
" iThis -Planwas implemented' in conjun‘ctio‘n with the
technologlcal lmprovement program. and the business
i \development p|ans B ;

The Group’s performance in r'\'}‘l'exico where:Serfin surpassed
initial expectatlons andin Chrle was also hlghly favorable,
in2001. ' ‘

e Inthe Industrialv Group, three diﬁerent types of investment

were made: iong-term:holdings, ho!dmgs in compames in
* developing industries and finandial hotdings. As a ‘resait-of the
.Group's active management, the’ holdlngs that had.reached
matunty and fof which the conditions for reahzmg caprtal gains -
. were good were sold durlng the year. This made it possible'to’
achieve income attributed to the Group of ‘€1,142.9 million,
‘the most notable portion of which related to the'income from |
the reductron of the holding-in Vodafone The unrealized gams 5

1amountto approxmately €3 000, mllllon Lo e

. in short in 2001 Santander Central Hlspano carned out its pIans ]
_'to schedule and. strengthened its position as one of the world.
22 leadersin tnnovatton, flexibility.and anticipation. Also, it once ‘again .

demonstrated its capacity for managing new entities, as evidenced
by thé excéllent earnings, efficiency; productivity, activity-and risk -
quality trends at the banks that have recently become part of the
Group in-Portugal, Mexico and Brazil. These achlevements would
not have been possible had it not been for the magnificent response
by the employees to the.changes and new challenges in the

. .marketplace. There has been ample acknowledgement of the

employees’ hard work in the form of numerous distinctions awarded
to the Group on an overall level such aé the «Best Bank in Spain»
and «Best Treasury in Latin America» awards from Euromoney, and
on an individual level at the various entities, areas and countries.

Also; our utmost dedication to service quality and customer service
enabled us in 2000:to become the first bank in the world to
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: i'and external improvement.

i
-

. Balance sheet

. ﬂ"'mllhon (Ptas 75 4 tnlllon) up 3.6% on December 2000

|/ the funds managed by the Group, regard must be had to the
o depreaatron of most of the Latin-American currencres with respect

s T;nonresadents are consrdered)

10 managed customer funds (+9 3%) than in loans +2. 6%).
‘ The trend in loans and credlts was characterlzed by the notable
: mcrease in mortgage loans in Spain, reflected in-the increase of

<19. 4% in secured loans (23% net of the effect of securitizations),

. .securmzatron on the. commercial bill portfolro and the policy of
contalnment in place in'Latin Amenca whrch were reflected in

»the deprecratron of forergn currencres)

B mnllron) wrth a ratio to risk assets of 1. 86% and a coverage

E December 2000

0.88% and the-credit loss coverage ratio rose by 14.1-percentage
points'to 205.9%. In Latin Amenca the ratio of nonperforming
loans to total Tisk ‘assets was 3.32%, which was 120 basis points

- lower than the prior year. The Group, partxcularly the subsidiary
banks in-Argentina and Brazil, stepped up the rigor of their risk
policies and continued to record provisions with the utmost
prudence. The coverage of nonperforming loans was 128.6%,
animprovement of 19 percentage points.

As regards the attraction of new depos'its, the total customer

funds under management of €331,379 million (Ptas. 55.1

‘trillion) represented an increase of 9:3% with respect to
.- December 2000. .~ ‘ :

s "’_achreve Global Qualrty Certification, fts renewal and amplrfrcatron :
i ‘in2001is ‘the best guarantee of the Group's contrnuous rnternal e

© The total funds managed by the Group amounted to €453 384:"
i To properly mterpret the variations in the balance sheetandin. = °

4 ; :to the us. dollar and to the appreoatlon of the latter against the -
' .euro The overall negative effect on the Group's balances was
i approxrmately 1% (approxrmately 4% if onIy balances with

i Customer busmess reflected the pollcy of greater growth in’

'the smaller ancrement ‘in .consumer credit, ‘the impact of .
1 a negative year-on-year.variation in.euras of 4.5% (affected by - -
Gl The Group's nonperforming and doubtful'loans (excl'uding'
Tl country risk) amounted to €3,896 mllhon (Ptas. 648,159
. ratlo of 143 3%, representmg rmprovements of 40 basis pomts '

.-and’203" percentage polnts respectrvely over those in

ln Spain the ratro of nonperformmg Ioans to total nsk assets was .’

- On-balance-sheet customer-funds rose by €21,682-million (Ptas.

3.6 trillion)in 2001, an increase of 10: 1%. This activity was

" apparent both in deposits'and in the pIacement of issues.and”
" promissory notes, whlch mcreased by more than 20%.;

Noteworthy in the resrdent sector was the sharp rise.in repo
balances with public authorities due to the change in operations

with the Public. Treasury (previously with fmanoal intermediaries). -
. In'other resident sectors, growth was limited due to time deposits.

However, savings deposits grew by 12 7%, whrch was hrgher v
than in‘the banking system asa whole :

In:the off-balance—sheet operations,' mutual funds grew by 5.4%. ‘

“with respect to December 2000. In Spain the performance was
. constrained by market trends, although the .Group -again
. performed better than the industry as a whole, as evidenced by:

the increases in its market share of mutual funds, money market - |,
funds ang: real estate investment trusts. The year-on-year increase’ )

o of 14:9% in pension plans represented double'drgrt growth rn_’r
both Spaln and-Latin Amenca R

’ 'Unamortlzed goodwrll at 2001 year—end amounted to. €9 869 g
'mllllon (Ptas: 1.6 tnllron) The pollcy of accelerated amortization |
-resulted.in-a net decrease of €1,764.1 million (Ptas 293,519 1

) mﬂlron) since. December 2000 due to the drfference between' the

' netadditions of €108.8 million (basically due to the tender offer

on Banespa) and the amortrzatron expense of €1, 873 0 mrlhon ;"

‘ ,The Group's equity in the broad sense, i.e. net worth and mmorrty"_
“interests, amounted to’ €27,402 million (Ptas’ 4 6 trillion);

According to Bank:for Internation; al Settlements (BIS) cntena total”

: eqwty amounted to €26,082 million (Ptas 43 tnllron) Withan :
- equity cushion.over the mmlmum requirements of-€9;726 million. T
“The BIS ratio was"12. 76% ‘or 12.04% if the preferred shares

flnanced by last: December s capital increase had already been - -

" redeemed. In thls latter case, the i mcrease in the year would have
" been 1.18 percentage points.

" Net computable, equny calculdted by Bank of Sparn rules

amounted to €22,463 million (Ptas. 3.7 trillion), with a capital
ratio of 11.08% and a cushion over the minimum requirements
of €6,241 million (Ptas. 1,038,358 million). Net of the planned
redemption of preferred shares mentioned in the preceding
paragraph, the ratio was 10.35%.

In 2001 a net charge of €270.7 million to reserves was recorded
for the early retirement program at Banco Santander Central
Hispano. Also, Banesto and HBF Banco Financiero charged €175.8
million and €5.8 million, respectively, for their retirement plans. .
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" ».‘Earnmgs

: . Theincome statement of Santander Central Hrspano was ;
" d'taractenzed in 2001 by an increase in all margins and strict control : ', »
of costs and asa result the operatrng margin rose by 26.8%. :

’ Another feature was the intensification of the provisioning policy

: through the recordrng of a special allowance of-€1,287 million
=l (for Argentina), in addition to'the efforts made-in credit loss

provrsronrng -and: accelerated amortlzatron of goodwrll in
: .consohdatron : :

: Net interest*revenue amounted to' €1 0,256.8 million‘(Ptas.’1.7. . '
L - triflion), 'up 23.7% on 2000 This growth was basically due to the

- increase in business volumes (a5 a result of the inclusion of new

I entities in-the Group) and to the improvement in margins in Spain.

1. Exdudrng the scope and exchange rate eftect the increase would

| “bes. 3%,

Fees amounted to (-:4 621 7 million (Ptas 768,992 mrlhon) up :
! 15:2%.The loweractrvrty basrcally in"securities markets, meant« .

wthat the mcrease'was lower than mmally expected

,Takmg rnto account frnancral transactrons(€685 1 mllhon) net -
4 ordrnary revenue amounted 1o €15,563.6 mrlhon (Ptas 26 trrlllon) i
: ,-up197%on2000 " : :

: ’As a resutt of the increase in'the holdings in certain entities, the -
. total'personnel‘and general expenses increased by 15.1%,since -

the programs to improve operating efficiency and contain operaung
costs gave rise, on.a@ comparable basis (assuming the new rndusrons

of companies.in 2000 took place o January 1 of that year), to 8-
: nominal decrease in expenses of 3.5% (an actual decrease of -, i o
approxrmately 6 8%)

‘ AIso it should be noted that thrs saving was achreved :
srmul‘taneously with significant growth in technology and systems -

1 ,expenses” dueto'the process of integration and the execution of
specific projects. The efﬂcrency ratio-improved by 213 basis points
~from 56.1% 10 54. 0%

Net operating revenue amounted t0:€5,944.5 million (Ptas. "

989,074 million), up 26.8% on 2000, as a result of the business
expansion and of the improvement in costs, which in-absolute
terms grew by less than half the rate of net ordinary revenue.

The income from companies carried by the equity method-

amounted to-€945.5 million (including dividends), down 9.7%
from 2000, mainly due to the recording in that year-of €51.8 million
of nonrecurring income from the sale of buildings by Agapsa, an
investee of Banesto. Disregarding this effect, the balance of this

c‘apﬁon was practically unchanged from the prior year, including | -
most notably the higher, contribution from Royal Bank of Scotland * |
~-and the Industrial Groupss investees, and, on the other hand, the

lower contribution from the other European banks the earnrngs of
whrch were affected by the economrc envrronment g '

‘~The'net credit loss provisions of €1,586.0.million (Ptas. 263,891
«-million) represented an increase of 51.3%. This figure includes ' |
€312.9 million recorded in application of the Bank of Spain | .

: regulations on the statistical coverage of credit Iossesl.x ' E

s €1 872. 9 mrlhon (Ptas 311,633 mllhon) of goodwrll were
““amortized,: ‘of which €642.3 million were ordinary. amortization Q
@4 under the standard schedule.and €1 230.6 were accelerated 3/ ‘

amortlzatron

§

The «Gains on Group Transactrons» captron mcludes mamly the |~
galns on‘the divestments of the 1% holding in Royal Bank of

“:Scotland and of the 3.3% holding in MetLife. These gains were'

used to make extraordrnary wrltedowns e : Y

’Fi\nally, there was a. net extraordinary income"'o'f' €61.2 miilion

; .rncludlng a variety of extraordrnary items and ‘certain provisions |

L for writedowns_of foreclosed assets pensrons and “other |7
: icontrngenoes Most noteworthy in‘this connectron were posmvely,

-#:°the‘gain on'the partral divestment of Vodafone and, negatively,
: .the setting up’ of the special‘allowance; for whrch a provnsron of .t
€1,244 mrlhon was recorded in 2001 L

i As a result mcome before taxes amounted to €4, 237 3 mrllron R

(Ptas 705 028 mrllron) up:12. 3% on 2000

After the provrsron for. taxes and mrnorrty |nterests net income .

attnbu‘ted to the Group: amounted to €2, 486 3 mrlllon a10.1%
mcrease over 2000. L ‘

! 4Proposed dlstrlbutlon of income
: It will be: proposed to the Shareholders’ Meeting that, with a

charge toincome for the year, ‘a‘total- drvrdend of €0.2885

-{Ptas: 48.0) per share be distributed; as follows: three interim

dividends of €0.0751. (Ptas. 12. 5) per share each (the first two
were distributed in July and October 2001 and the third interim -
dividend will be paid on January-31, 2002) and a final dividend

- of €0.0631 (Ptas. 10.5) to be paid on or after April 30, 2002.

The three interim dividends out of 2001 income will entail the

distribution of -€1,035.4 million (Ptas. 172,280 million), leaving
€294.0 million (Ptas. 48,923 mrll|on) to be paid on the

' aforementioned date.
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<=«| . Capital stock and treasury stock

As of"Dece'rnber 31,2001, the Bank's capital stock amounted to

- €2,329.7 million (Ptas. 387,626 million) and consisted of
4,659,362:499 shares of €0.50 par value each, distributed among
981,408 shareholders, 44.42% of whom are Spanish residents.
No'one shareholder has an ownership interest of 10% or more
in the Bank’s capltal stock. E

In 2001 the Group carried out two transactions mvolvmg its
capital stock. On February 28, 1,300,000 new common shares
{0.03% of the Bank’s capital stock) .of €0.50 par value each
and addltlonal paid-in capital of €1.79 per share were issued
within the framework of an incentive plan targeted at young
executives. In December 97,826,086 new common shares

(2.14% of the Bank's capital stock) of €0.50 par.value each .

and additional paid-in capital of €870 each were issued to
finance the early redemptions of five issues of preferred shares

“issued by Group companies at rates that were considerably ”
-\, higher than:current market rates. .

As of December 31 2001, the Group’s consolidated companies
held in their respective portfolios a total of 5, 197,266 Santander
Central Hispano shares, representing 0.11% of its capltal stock
(0.43% in 1999 and 0.26% in 2000).

In 2001 these companies acquired 587,012,182 shares with a
par value of .€293.5 million (Ptas. 48,835 million) for an effective
amount of €5,694.8 million (Ptas. 947,531 million) and sold
593,589,975 shares, with a par value of €296.8 miflion (Ptas.
49,383 million) for an effective amount of €5,720.3 million (Ptas.
951 779 mllllon)

As of December 31, 2001 two nonconsolrdable dependent
companies owned 0.0065% of the Bank's capltal stock

Research and development - ;

The Santander Central Hispano Group’s work in this field
focused on completing the IT modernization and adaptation
process that it had been carrying .out since ‘the merger,
undertaking new projects for improving the efficiency of the
organization and making progress towards meeting its future
needs, preparing the Group for the introduction of the euro,
and continuously developing the capabilities of its labor force
and the organization.

The implementation in Spain of the single computer system for
the Banco Santander and BCH networks, namely the new Unified
Technology Platform (RETO), and its installation in all the branches
and central services culminated in 2001 with the integration of

~will be concentrated

the two networks under a srngle brand, Santander Central

Hrspano This requrred an additional technological effort to
eliminate the differences between the brands and o unify the -

“commercial processes in a single computer appllcatlon In addition,

all the specific features and characteristics of the new criteria for
segmenting customers between individuals and companres and
mstrtutlons were |ncorporated in the processes

The Group in Spaln was not alone in maklng thls technologlcal :
rntegratron drive. At the beginning of 2001 Portugal had three
different computer systems. To resolve this situation, the PAC

(Common Processes and Appllcatlons) program was completed in
2001 with the start-up ofa single and rmproved technological
platform that will serve the three commercial networks (Totta,
Predial and Santander) and will make it posstble to lay the
foundatlons for obtalnmg greater synerg|es among them

in Latin Amenca lmplementatlon of the Altair Pro;ect in‘the banks

in Chile, Argentina, Venezuela and Colombia’ was completed in

12001, and work progressed on its development in Mexico, Puertov i

Rico (where the process is scheduled for completlon in 2002) and "
Brazil. 2001 also saw the start-up in Chile of Altec, the center at”
which the design, development and technologrca! maintenance '
of the common computer platform of the banks in the region

Also, the Group continued‘to carry out projects aimed at

‘transforming the Bank by capitalizing on the tools offered by
‘the Internet in .order- to improve the effrcrency of the
organization (new commercial and corporate web, expanSIon .

of the corporate’ lntranet external access through the internet _

to «form@via»; etc) in 2001 around 200 processes were |

«mternetlzed» whrch as'a whole, will lead to an annual cost
saving of around €6 million.

Progress was also made on other major prolects aimed at
covering the new needs of customers and the organization, o
including most notably the Global Treasury Systems Plan, which -
will ink the treasury desks of the Group’s banks and subsidiaries
worldwide, and the CRM (Customer Relationship Management) '
system, which is expected to be operatlonal at the beginning
of 2003.

Also, at the end of 2001 the Toundations were laid for the
execution of the Strategic Systems Plan (PES27), which entails an
overall review of the Group’s computer systems to ensure that
the philosophy and architecture of their function are compatible
and convergent. This Plan will span three or four years and will
require an investment of approximately €120 mitlion.
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around €1 200 million in the T area

=In 2001 the Group lncurred expenses and made mvestments of

'},\

The Group aiso made consrderable efforts to train and adapt thev ;

‘Iabor force to the new néeds of the busmess in addition‘to
arrying out the basic training programs, Santander Central

‘Hlspano continued to’ go further into key aspects of the new -
i economy  (through the Plan for. e-Business Training and‘

“ | Awareness), promoted awareness of the new commercial model e
g ffor the retail network (Da Vindi), and;-above all, prepared its tabor
) force forthe changeover 10 the euro..Specifically, Santander,
'Central Hispano gave’ 100,738 "hours " of training ‘on the
) mtroductron of the euro 1o 22,830 people.:

ln‘ aggregate the Group provided more than 4.2 million hours of'
; trarnlng, of which 2.3 million related to Latin America, with average . :
& trarmng per employee of approxrmately 37 hours’ per year 40

'Srgnlf‘ cant events subsequent to year-end

In";January Santander Central Hrspano created’ a;new.
Lo ‘"Commercral Banking Division to encompass the followrng« :
| ‘segments: individuals, companies, institutions, retarlers smallw_
.1 "businesses: and new channels: ‘This: Division’ was set up '
_h following the decision by the Bank to unify the- lndrvrduals and
" :-.Companies and Institutions Divisions under one Manager, and. o
"|the: change was-accompanied- by a reorganlzatron and -
; fstmplrﬁcatlon of the Division's operating structure, which will .
‘lead ta a reduiction in-the number of regional offices from 24
to:11. The:Division. will have five busmess areas and four

; gsupport areas at natxonal level

ol The rmplementatnon of this model will grve the orgamzatlon the .
RE ‘agllrty and flexibility requrred to"serve .our customers with:. '

maximum standards of quahty which will in turn enable us'to

-~take 8 new step towards optimizing our branch network and the .
;.natronal and reg ronaI central servrces : .

i"Also in January, in line wrth the objectlve of reducrng the >

number of Board members, it was resolved to,propose to the

-Shareholders Meeting that the number of Board members be .
s'setat 19. i

“Outlook
The foundations for the recovery of the world economy in 2002
appear to.be deeply set. The fall in interest rates, the tax boost in

~ the U.S., the improved confidence of companies and families, the
recovery of stock markets and the drop in crude prices may-lead

to the progressive recovery of international growth, which from

spring onwards. will. become more solid. The Latin American

PR

econom|es albelt to d|fferent degrees will tend to benefrt from
e ' this more positive global scenario, and from the more favorable

trends in. raw material. pnces world tradeand low interest rates |n
the more developed economres S

~The Imes of actron of the Santander Central Hlspano Group for s
2002 will ‘continue to be set ‘within the parameters of the | =

preceding year. and will focus on further i |mprov1ng operating
efficiency, maximum solvency, better risk quality, enhanced service
quiality and more efficient technology. By geographical area, work

< will continue,on further improving commercial activity in.Spain .
.and Portugal, consumer ftnancmg will be consolidated in Europe

and the regional franchise in Latin Amenca w1I| be strengthened |-

and rts effrcrency |mproved

‘The combrnatlon of these measures W|th the salid. stamng pornt
~from whrch the Group is facrng up to the new year (high balance-
~sheet solvency, srgnrfrcant unrealized gains, a special allowance,
: covering the full amount ‘of the investment.in Banco Rio and :

reduced: credlt loss wrth a‘high leve! of coverage) enable it set a’ -

: : growth target for. the year of 10% for the attributed net income, B
with an eff|oency ratlo of below 52% and the BIS ratlo remammg
at around 12%;" ’

_Risk management

The Group’s rntegral rlsk management encompasses the drfferent f

types of risk (credit risk, market risk, interest rate risk; liquidity

risk, operational risk; etc ) mcurred by its units rn the course of -

““their activities.

This approach enables dlfferent nsks to be ldentlfled to be{

measured ona consrstence basis and to be |ntegrated 30 that the |-

; »Group 3 overall exposure:in its various:dimensions (products

customer:groups, segments, industries, geographical areas; |

' busrnesses, etc.) can be ascertarned and managed.

: Organlzatlon of the nsk functlon : B}
" The Board of Directors’ Standing Committee on Risks, as part of
" its mandate in this fleld performs, inter alia, the followmg :

functions:

1. ttsetsrisk policies for the Group, by agreement with the Board’s

Executive Committee.

2. It sets risk limits and delegated levels of authority.

3. At its periodic meetings - at least twice a week- it ensures that
the individual and overall levels of risk assumed meet the preset
objectives. .

Management report Santander Central Hispano 199




4 it. systematrcally reviews exposure to major customers;
: mdustnes geographrc areas and 'rypes of rrsk

5 1t supervrses compllance with risk objectives, management
tools, risk management improvement initiatives and any other
significant activity relating to risk.

-are being set at authorized forums relating to the review of the
Basel Capital Accord. :

the required capabilities and independence to supervise the
organization’s general strategy and the decisions made by top
management, which in turn establishes business plans, oversees

‘The approach described above is in line with the guidelines that

This ensures that the Board’s committees and other bodies have

day-today deosrons and ensures their consrstency with the policies

. and objectrves set by the Board.

Credrt nsk

‘Credit risk management consists of rdentrfyrng, measuring,

integrating,. controllrng and valuing fisk exposures and risk adjusted
returns on caprtal

© Credit risk management is performed differently in the different .

customer segments throughout the successive’ stages of the
lendrng process: acceptance monrtonng and |f necessary,

. recovery

The distribmion by geographical are‘a of credit risk exposure to

customers as of December 31, 2001, is asfollows: .-

. ‘Billions

o of Euros Percentage °
Spain o T~ 1144 © 55%
of whrch Banco Santander Central H/spano SA. 722 35%
| Europe .. - 335 v 16%
- Of which: Portugal . 223 - 11% .
Latin America. ) 555 . i 27%
Of which: S e _
| Mexico . ‘ 173 0 gy
Chile” L1490 it 79
Brazil 72 3w
Argentina 46 L 29
" United States of America 46 ' 2% .
| Rest of world - 13 e
~ Total

209.3 ST 100%

In-house ratlng systems
The management of individually- processed risk is based onanin-

and each transaction to be measured from the outset. The

in different areas is subsequently adjusted to take into account
the specific features of the customer’s transactions (term,
guarantees and type of transaction). The risk rating assigned to
customers in the acceptance phase is reviewed continually during
the subsequent risk monitoring stage.

The Bank has had an in-house rating system for some years
for evaluating companies, small businesses, real estate
developers and institutions, which has been customarily apptied
in the acceptance or selection of risk and in their management
and monitoring.

“house solvency measurement or rating system, which is adapted .
for each specific segment and enables the risk of each customer -

. customer evaluation obtained by analyzing the main risk factors .

. Thrs model has been generally apphed in the varlous busrness'

divisions, rncludlng forexgn branches and banks

.Accordrngly, the distribution of the number of customers in Spain,

based on the rating assigned to them as of December 31,2001,
is follows: .

‘Percentage -

of Companies
Companies
Above A 1%
BBB- to BBB+ ! 40 %
BB+ and BB v 48 %
B-to BB- 10 %
ccc : ) 1%

100.0%
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: ~Credrt nsk management in Latrn Amerrca D LR
1) - 'main fines of actlon
'1

2 to the whole Group

"’:ln 2001 “credit n§k management in Latm Amenca followed two

' ; srtuatron in some countries in the region, pamcularly Argentma

makes it advisable for risk policies to be kept :n step wrth the )
preva|||ng crrcumstances in each market. -

The Groups credlt rlsk (loans and guarantees) in the area at |
year-end amounted to €55,533 million, which represented' i
27% of the consohdated portfoho The dlstrrbutron by country‘

RERRER

1002 4"

'

‘ Counterparty rrsk

'and any excesses or specral transacuons

. alue of risk posmons taking |nto consnderatlon the vanatlon in
the main-aggregates).

L b : ; is as follows “
g ""2 Theoverall economlcsrtuatron charactenzedbyaslowdown N
S demand espeoallylnmesecondhalfofmeyear andthecunent o
2o : "Millions of Euros A4
¥ : o - Nonperforming . : . :
) . Credit Risk = Loans (%) Coverage(%) ;
17208 149 1702 -
14944 S 1] ER
: YAVEA . 4.30 175.0°
5572 $245. 9933+
4,564 CA96
3,050 569 103
1,142 e 14 Co1081
624 oSl A e 12287
CLUBTS L 357 1198
@ 1 1 1232000
g3 523 114657
b ; SE R ares © 21000
’Total Latm Amenca 55,533 ¢ -3.32 1286

TERIE

i _Counterparty ﬂsk is controlled through an |ntegrated system that

enables the credrt avallable to any counterparty in any product'

‘| “and matunty 0'be known at any branch of the Bank. The related‘ "
-fevels, of authonty are established for the approval of credlt llnes

The Net Replacement Value NRV) of the portfollo of OTC" "j g
. derivatives (i.e. denvatrves not traded in-organized markets):f e
mamtalned by the Group with its counterpartres as.of December S
31,2001, amounted to US$;3,691 million, representlng 0. 8% of

Risk rs measured for both its current and its potentral value (the‘ e

L the nommal value of.the contracts o
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. Ml"lOl’lS of U.S. Dollars
O X Notronal Amounts of Denvatlvos by Matunty
Less. ‘ "... More . " Net

" than. 1t05 o Sto 10 than10 - "7 Replacement
‘ o 1Year - Years " Years - Years ' Total " value®
Interest rateswaps 190,611 86,804 35,007 8,609 321,031 2,704
Interest rate agreements LTt 78R4 1435 o S — 80081 . 133
Interest rate options LT 3529 - 4746 2,080 - 534 10,889 164
i) Forward forex : S s2480 < 703 6 . — " 53163 458
| Exchangerateswaps . . 2436 3479 604 = 6519 158,
Exchangerateoptions - . . 0 389 U249 - — 638 a4
| Structured fixed-income . . S e e — 708
‘Debtoptions - T - SR - — 109 31
| Equity derivatives \ NI 29607 73380 0 U 1 — 6351 =
~| . Total derivatives . o C 331,768 100,816 37,762 - 9,143 479,489 - 3,692
Denvanves transactlons contlnue to focusoncounterparnes wnh, Market risk : -
-} . excellent creditworthiness, and accor&?ﬁ‘g‘ly, 93.89% of risk . The Market RIS|< unit’s activities encompass all the entmes whose
exposure is to entmes W|th an A-or hlgher ratmg o . trading and balance sheet management actlvmes are sub}ect (¢
: L Lot market and Ilqwdltyrlsks ‘ ~ ‘
* Risk Category S L e % E
AAA T S = '10.57 Methodolog/es
CAAL e SR . 67.67
AT R B A 15.65 = ',Tradlng T ‘ s
“fogBB vt v ‘ R 420 . - Ashas become customary practice, the standard methodology
‘Undassified i L e used by the Santander Central Hispano Group in 2001 for the
Tot.al ) . - 100.00 mclusron of its trading operations was the Value at Risk (VaR)
S © L It is based on the historical simulation standard with a_
. Lastly, nshould be noted that the counterparty welghtmg in the L confldence level 0f99%. and- x| time horizon- of one ‘day. f
portfolio remained much the same asin 2000, wuth 93.14% of + - :, Statlstlcal ‘adjustments were applled to enable- ‘the most recent .
thenskconcentrated at banks in OECD countnes 1 29% at banks S events affectlng the assumed risk levels to be mcorporated P o

“in non-OECD countries, and 5. 57% ai compames R 7 more rapldly and eﬁmently .
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“Interest rate and liquidity risk measures

.‘1‘. ln{erest rate risk

" revenue and net asset vaiue are affected by variations ininterest

o matunty and interest rate review dates that arise between
dn‘ferent ba!ance sheet_ items. : - :

f fThe Group manages rts investments_by usrng hedgrng.
; transactrons to marntarn these sensitivities within the target .

range. .

2. \.|qurd|ty risk

—'“quurdrty risk refers to the Group s ablllty to flnance its -
: payment commrtments at reasonable market prlces and:

o to carry ‘out'its. busrness plans wrth stable sources of '

A'The Group performs sensmvrty analysrs of how net rnterestf e
i tlme lag profrles

5t 'rates Thls sensmvrty depends on the mlsmatches in‘the

‘Tradmg actlwty in 2001

-inthe markets due to'the Argentrnean crisis; and the' minimum

' exposure’in 2001 was 3 VaR of US$ 27 mrlllon

) The mrmmum average and maximum: values in 2001 and the
- value as of December 31 2001 were'as fol|ows ;

) fmancmg The determmrng factors may be external
(liquidity crisis).and internal due to excessive concentratlon“
- of maturities. The Group permanently monrtors maximum .,

The maximum risk level was reached on Aprrl 26 (US$ 434
million measured i in VaR térms) with maxrmum levels of volatility

was reached-on March T {(Us$ 15.3 mllhon) in view ‘of the"
uncertainty: unleashed by the political crisis:in Turkey, whrch
trrggered instability in emerging markets. The average rlskb :

Mllllons of U. S Dollars :

"' Value at Risk of the Tradlng Portfolro

- Average .’

Minimum ‘Maximum - ‘Latest
Frxed rncomesecuntles R R IRENIPINE 24.39 +3603 15471
" Equity securities 200 s 006 20
_Exchange rate- D3 et T3 T 70 58
“Total

" | Management of structured derivatives risk

The operations invang structured derivatives (options not traded -
in organized .markets) ‘are aimed mainly at the design of.

’ rnvestment products and risk heagrng for customers

These transactrons mclude equity, frxed rncome and exchange
rate optrons

Due to the complexrty of these products and the type of risks
they generate the Group makes a special effort to monrtor and v

*contral this activity, and; accordingly, the Sianding Committee

& Operatmg income in 2001 was US$ 26. mrlhon and the year—end | f;"'
.VaR was US$ 1.26 million: i :

S5yt 9700 v 434 1897

on Risks assigns specn‘lc limits for this busmess not. only for each‘,r
unrt but also at overalt Ieve! ‘ g
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Before allocatlon ofi mcome for the year

»Assets

,_Cash on hand and on deposnt at central banks

o “Cash on hand ‘ . g
: 1.2. _Bank of Spain

1.3. .:Other central banks :

2 Government debt securltles

3. Due from banks - ‘
31, Demand deposits
- 3.2, Other

4. Loans and discounts B
5. _Debentures and other fi xed—mcome securmes ~
: ~'5.1.. Government securities =

5.2... Other fixed-income securities
s - Note: Own securities

m

Equuty securities

Holdings in non-group companies "
7% credit entities :
72 Qther.

8 _Holdings in group companies
-8.1.7; In credit entities,
8.2. Other

9. lntanglble assets -
9.1, Incorporation and start- up expenses
:9.2. Other deferred charges : g

10.° Property and equipment
-10.1.:Land and buildings for own use
~.730.2.-Other property )
. 103 Furmture installations and other

_11. . Capltal stock subscribed but not pald
i - 11.1..Unpaid capn:al calls
11 .2, Other .

2. Treasury stock
_Par valuel

13 E?ther assets
14, '-"Accrual accounts

15. . ~'-;j;oss for the year -
““Total assets

Memarandum accounts
- ™ Contingent liabilities
‘", 1.1 Rediscounts, endorsements and acceptances
1.2 Assets assigned to sundry obligations
=~ 1.3 Guarantees and other sureties
== 1.4 Other contingent liabilities
Approved
The Chairman

Emilio Botin

645,272,857

1,775,749,525

31,708,099

1,122,723,295

32,914,256,277

. 839,479,031 -
©1,675,296,348 -

'12;273,170,«537“ R
- 12,642,-828,'184,

485 134’ o
285, 883,518 ..

4,453,930.550 :
- 106,297,281
411,527,185«

49,301,561
231,518
47,669,254,887
3.009,085,201

e, 7171599‘_
821,858, 500

Balanice 'Sheet'Banco Santander Cent'ral H:iSp’.anwo,v SA at December 31, 2‘(')01

Euro |

+'.2,852,730,481

£20,035,941,620
34,036,979,572-

75 866 889,503 |
2518, 775 379 :

2 .393,174, sos .

© 823,576 2990

£24,915,998,821

_1.286,368,652

+1,981,755,026

8,365,181,582
7,317,262,472

180,990,634,213

50,727,873,167

>
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“’Restated’ Pursuant to the Appllcable Laws :
j;Llabllltles and Equity- ‘ ‘

110

SARER

13,

£ _Due to banks
SR 210 Demand deposits
“1:2.:-Time deposits. .
2 ) Customer funds
2.1: Savings deposits ,
2% Demand
S L2.1.2 Time .
£ 2.2, Other deposits
< 22.2.1. Demand
w222 Time
3 Marketable debt securities -
' “3.1. ‘Bonds'& debentures outstanding -
- 3.2." -Promissory notes & other securities -
‘ ‘Other llabnlmes >
S Accrual account
6. iProws:ons for contmgencnes & expenses .
‘ -6.1;.*Pensions allowance"-
- '6.2: “ Provision for taxes
' 6.3 Other provisions. .
6'bis" General bank nsk allowance
,>7‘.§, lncome for the year " T
o8 Subordlnated debt flnancmg
9.. o Capltal stock
-Paid-in surplus
- Reserves N
12, Flévéluaﬁon reserves

- Prior years’ income’ ¢

Total liabilities and equity

2,

_Commitments

2.1. Securities sold under agreements to repurchase

2.2. Undrawn balances by third parties
2.3. Other commitments

Total memorandum accounts

First Vice Chairman & CEQ
Angel Corcéstequi

1,320,493,140
33,212,574,123

71345665742
' .30,255,225,634
41,090,440,108

19,614,323,346

les14323346

L 2,673,643,802 - ‘,‘ :\f”“ S

R +::980,480,712 .+ % T RIS Y
1,693,163,090

4,790, 744 992 =

25,731,955,794
1,894,436,052

The General Controller

José Tejon.

“"'Euro‘ g

' 34,533,067,263

'+ .90,959,089,088

5,231,738,017

- 6,925,640,618 |
#1+5,917,862,423 -

1127117431s'\~n i

"' 1,320,930,884

"16,992,561,537
2,329,681,249 |
'8 651‘004 1’58‘_

5402848036
' 42 667, 138‘,_' R A

180,990,634,213
27,626,391,846

78,354,265,013
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B v Banco Saptajh‘der Central Hispano, S.A. Incqme statement at Decemﬁef '31, 2001
i ﬁ':,\B'ajh'cb Sénténder'Central Hispano, S.A. Income statement -~ S
A ; , T Lo ‘Euro

i lnterestand smllar revenues ’ o ; CoE e . .7.372,933276
-of whichrFfixed-income securities portfoho ST e . 1,145,236,010 ' ’ S
; 20 lnterest and similar expenses i : B : '6,504,045,969
[RREE IO Income from equity securities o , . o AR '4,043,878,024 |
"+ 7 3.1. . Common stacks and other equity securmes " , - 18,010,597 B
3.2 " Holdings in non-Group companies - " e 26,295,815
33, Holdmgs in Group companles L 0 3,999,571,612
Net interest income S e e +.4,912,765,331
.| 4. Fees collected , . D ' ;_;1,’3_79,0‘87,383( :
5. Feespaid o R S S 221303575
6 Earnlngs from financial transactions : S AR ST _ \71',086,245 :
. Ordmary income , _ . ‘ ' o : 6 132, 635 384
el 7. Other Qpeamng income - , ' B A s : 4489 009
"] 8 General operating expenses: 3 ‘ e P o A 2, 199, 632 820
R 8:1: . Personnel expenses. . C . © 1, 546 621 356 :
' - of which: N I » :
Wages and salaries - o B T e, 140 835,205
: Employee welfare expenses . . . SR w0~ 316,968,633
, of which: Pensions - : S ST 64933 399
. 8. 2 ~General and administrative expenses S B . 653 010,364
9. " Depreaatlon and amortization of property and equupment ' o T
{ > and mtanglble assets . . : R g 251,260,138+ .
10. JOther operatlng expenses oo hn o e S0 120,701,892 )
'Operatmg income .- ST SR S ‘:f*k" o . s 3’555”529'543‘:. :
‘15, Writeoffs and-provisions for credit loss (net) B 292,478,772 -
16, ».‘Wntedown of investment securities {net)- - L . : <o 1,673,916,715
:1'7.'  ,Prowsmn for general risk allowance - ' . ' ' o —
18 . Extraordinary.income » ' ' » 1,755,150,629_' -
19, *Extraordinary losses R » R R 1,958,708920 |
lnco‘me. before taxes ) ; ' 1,395,575,765"
20." Income tax 60,027,988
21. Other taxes ' . 5,616,893
Net income for the'year : X 1,329,930,884
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 Proposed Distribution of Income -+~ _
incomefortheyear . o0 g ©1,395,575,765
. - Provision for corporate income tax -’ S T R e e . 65,644,881
| Netincome = . it b S 1320930884
' Distribution |
“Legal reserves " - R S : v : :
 Voluntary reserves [Ny S A S T 468,599
‘| Diidend " e o 1329462285
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1.

:10.

11.

12

13.
14.
15.

3 _After allocatlon ofi mcome for the year

: Assets

Cash on hand and on deposnt at central banks
1.1. Cash on hand

1.2. Bank of Spain

1.3, Other central banks

Government debt securities

Due from banks
3.1. Demand deposits
3.2 Other

Loans and discounts

Debentures and other fixed-income securities
5.1. .Government securities
5.2. - Other fixed-income securities

Note: Own securities

Equity securities

Holdings in non-group companies
7.1, In credit entities
7.2. Other

Holdings in group companies
8.1. - In credit entities
8.2. Other

Intangible assets :
9.1, Incorporation and start-up expenses
9.2, Other deferred charges

Property and equipments

10.1. Land and buildings for own use
10.2. Other property

10.3. Furniture, installations and other

Capital stock subscribed but not pald ]
11.1. Unpaid capital calls
11.2. Other

Treasury stock
Note: Par value

" -Other assets

Accrual accounts

Loss for the year
Total assets

Memorandum accounts

1. Contingent liabilities
1.1 Rediscounts, endorsement and acceptances
1.2 Assets assigned to sundry obligations
1.3 Guarantees and other sureties
1.4 Other contingent liabilities

Approved
The Chairman
Emilio Botin

' "\‘Banco Santander Central Hispano, S.A. Balance sheet at December 31, 2001

645,272,857

1,775,749,525

31,708,099

1,122,723,205 °

32,914,256,277

' 839,479,031

1,675,296,348

1,717,699

821,858,600

. 12,273,170,637

12,642,828,184

485,134
285,883,518

1,463,930,560, -
106,297,281
141,527,185

49,301,561
231,518
47,669,254,887

' 3,009,085,201 -

Euro
2,452,730,481

20,035,941,620
34,036,979,572

75.866,889,503
2,514,775,379

" 2,393,174,806
823,576,299

24,915,998,821 -

© 286,368,652

++:/1,981,755,026 |-

e

7,679,801,612
7.317,262,472

- 180,305,254,243

50,727,873,167
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Sl 'Restated Pursuant to the Apphcable Laws
"L|ab|ht|es and Eqmty ,, . Euro
1. - Due to banks" ’ o Gde 0 134533,067,263 |
w11, Demand deposn:s 1,320,493,140 B .
1.2, Time deposits 33,212,574,123 e B
2. Customer funds T ST * 90,959,989,088
2.1, Savings deposits . 1+ 71,345,665,742 T :
e 2.],]’Demand 30,255,‘225,634 ‘
T 20:2 Time” ©41,090,440,108 "~
2.2 Other deposits 19,614,323,346.
- 2.2.1 Demand =
2.2.2-Time. , 19,614,323,346 ... o =
1 "3. . "Marketable debt securities : e #..2,673,643,802 .
; 3.1. Bonds & debentures outstandmg 980,480,712 ! oo
-+ 7 .3.2. Promissory notes & other securities 1,693,163,090 3 ,
4. Other liabilities ~.5,875,820,333
5. Accrual accounts 6,925,640,618
6. Provisions for contingencies & expenses " el <-5,917,862,423
" 8.1, Pensions allowance 4,790,744,992. :
“6.2. Provision for taxes E — \
6.3. " Other provisions ‘ 1,127,117,431 0
-6 bis . General banks risks allowance —
7. :Income for the year -
8 Suvbordinated debt financing -:16,992,561,537 .
9. Capltal stock '2,329,681,249 | .
10, 'Pald -in surplus e 8,651,004,158 |
7|11, Reserves | '5,403,316,634 .|
o 12, Revaluation reserves .42,667,138"
13, Prior years' income’ -
Total liabilities and equity i 180,305,254,243
2. Commitments 27,626,391,846
2.1, Securities sold under agreements to repurchase — ) ‘
2.2. Balances drawablé by third partles : 25,731,955,794
2.3. Other commitments : *1,894,436,052 o
Total memorandum accounts L / '78,354,265,013
First Vice Chairman & CEQ The General Controller -
- Angel Corcéstegui José Tején .

Statutory financial statements Santander Central Hispanc 209,




Additional information Santander Central Hispano




Additional information
Ordinary general meeting of shareholders
Code of Good Governance

Prevention of money laundering -
The compliance function
Historical figures

General information

Additional information Santander Central Hispano




One
Two

Three

Four

Five

Six

Seven

Eight

Extraordinary General Meeting of Shareholders

By resolution of the Board of Directors, the shareholders are called to an Extraordinary General Meeting at the Palacio de
Festivales (Avda. Reina Victoria), Santander, on February 9th 2002 at 11 a.m., on second call, in the event that if the necessary
quorum is not achieved, this meeting cannot be held on first call at the same place and time on February 8th, in order for the
shareholders to receive information on item One and discuss and agree on the other items on the following

Agenda

Information on the Group’s performance and earnings during 2001.
Distribution of dividend.

Board of Directors: Establishment of number of members. Re-election of Directors and ratification of
appointment of Director.

Re-election of external auditors for the 2002 financial year.

Authorisation to enable the Bank and its affiliates to acquire their own shares under article 75 and additional
first provision of the Corporations Act, cancelling the unused part of the authorisation granted by the
Ordinary General Meeting of Shareholders on March 10th 2001,

Delegation to the Board of Directors of the authority to execute the resolution - to be adopted by the General
Meeting - to increase the share capital in accordance with article 153.a) of the Corporations Act, cancelling
resolution SIX. 1) of the aforementioned General Meeting of March 10th 2001.

Authorisation to the Board of Directors to increase the share capital according to article 153.1.b) of the
Corporations Act with delegation to exciude pre-emptive subscription rights as established under article
159.2 of such Act, cancelling the unused part of the authorisation granted under resolution SEVEN.{I) of the
Ordinary General Meeting of Shareholders on March 10th 2001.

Increase of share capital through non-monetary contributions, by nominal value of 127,906,977 euros,
through issuing and putting into circulation 255,813,954 new ordinary shares of EUR 0.5 (half a euro)
each and every one, with an issue premium which will be determined, under the framework of 159.1.c)
in fine of the Corporations Act, by the Board of Directors on the date of execution of the resolution and
between a minimum of EUR 3.80 and a maximum of EUR 10. The new-shares will be fully subscribed and
disbursed through non-monetary contributions in the form of shares of the German company AKB Holding
GmbH. The complete cancellation of pre-emptive subscription rights and provision for incomplete
subscription. Option, under Chapter VIl of Heading Vill of Law 43/95, for the special regime applicable to
the exchange of shares.

Delegation of authority to the Board of Directors to determine the conditions of such increase not
envisaged in the resolution of the General Meeting of Shareholders, carry out the necessary measures for
its execution, modify the wording of article 4 of the Corporate Bylaws in ordér 1o reflect the new amount
of share capital and execute any and all public or private documents which are necessary in order to
implement the capital increase.

Request permission from the relevant Spanish and foreign authorities to list the new shares on the Madrid,
Barcelona, Bilbao and Valencia stock markets through the Continuous Market, and on the international
markets where the Bank’s share is listed {presently, London, Paris, Frankfurt, Switzerland, Italy, Lisbon and
Buenos Aires, and through ADR's, New York) according to the requirements of each one.
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Nine Delegation to the Board of Directors to issue fixed-income securities convertible into and/or exchangeable for
shares of the Bank; determination of the bases and types of conversion and the increase of share capital by
the necessary amount; cancellation of items 2) to 5) of resolution NINE of the aforementioned General
Meeting of March 10TH 2001.

Ten Delegation to the Board of Directors of the authority to execute the resolution - to be adopted by the General
Meeting - to issue fixed income securities convertible into and/or exchangeable for shares of the Bank, with
exclusion of pre-emptive subscription rights; determination of the bases and types of conversion and the
increase of share capital by the necessary amount (Rate of issue: At par; Conversion rate: On the basis of
market conditions, with a minimum of the greater between the average share price on the Continuous
Market of the Spanish stock markets, according to ciosing prices, during the 15 calendar days prior to the
date of the general Meeting and the price on the same market according to the closing price the day before
the launch of the fixed-income securities); with cancellation of resolution TEN of the aforementioned General
Meeting of March 10th 2001.

Eleven Delegation to the Board of Directors of the authority to issue fixed income securities not convertible
into shares.
Twelve Modification of corporate Bylaws: Introduction of a new provision as article 44 (to include the possibility of

communication by electronic and telematic means), re-numbering the present article 44 as a new article 45,
and the express elimination of the Temporary Provision of such Bylaws.

Thirteen Authorisation to the Board of Directors to interpret, rectify, complement, execute and carry out the
resolutions adopted by the General Meeting, as well as to substitute the authorisations received from such
Meeting, and the granting of authority to place such resolutions on public record.

Attendance of Notary

The Board of Directors has resolved to require the presence of a Notary Public to draw up the minutes of the Meeting, in
accordance with the provisions of Article 114 of the Corporations Act concerning article 101 of the Regulations of the
Mercantile Registry.

" Attendance

Shareholders having one hundred or more of the Bank'’s shares registered in their name and who fulfil the other requirements
established by the Bylaws are entitled to attend the Meeting. Holders of less than one hundred shares may group together
until such number is reached, in order that one of them may attend the Meeting, or be represented by another shareholder
entitled to attend.

Right of attendance may be delegated according to what is established in this respéct in the corporate Bylaws and in the
Corporations Act.

Right to Information

-

With respect to items Six to Ten (both inclusive) and Twelve of the Agenda, Shareholders may examine the full text of the
documents referred to in articles 144.1.c), 155, 159 and 292.2 of the Corporations Act at the Bank'’s registered office, or may
request such documents to be delivered or sent free of charge.

Santander, January 14th 2002

General Secretary and Secretary of the Board of Directors,
lgnacio Benjumea
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Information on the assumption of the code of good governance
1. information on the management standards applied by the Company.

The basic principles governing the activities of the Board are those of efficiency, transparency and responsibility, with
the priority objective of optimising the value of the company in the interest of shareholders, respecting current
legisiation at all times and in accordance with generally accepted criteria, values and models of conduct.

The rules of conduct are included in the Corporate By-laws and the in-house regulations approved by the Board of
Directors, which contain a series of measures and practices concerning the Board and its procedures. Also approved by
the Board is the Code of Conduct, which contains the rules of procedure to be followed, including those concerning
activity in securities markets and separated areas, restrictions of information flows and compliance control:

Although the Bank had already adopted in advance many of the recommendations of the Report by the Special
Committee for the Study of a Code of Ethics for Boards of Directors (known as the «Qlivencia Report», published in
1998) it was considered advisable to advance in line with such recommendations, and in this connection the Board
adopted and set forth a series of standards affecting its management regulations, referring, among other matters, to
the direct assumption and exercising by the Board of Directors of the non-delegable responsibilities involved in the
general supervisory function on which their activity is focused. Specific obligations of Directors include confidentiality,
non-competitiveness, abstention from and reporting on matters involving conflicts of interest, non-use of corporate
assets and liabilities, notwithstanding the general duties arising from their legal obligation to discharge their
responsibilities with the diligence of an orderly business person and a loyal representative; the redenomination of the
already existing Audit and Remunerations Committees within the Board, to be known as the Audit and Compliance
Committee and the Remunerations and Directors’ Charter Committee, and the redefinition of the duties of such
committees, as well as their rules of procedure; and the organisation, preparation, implementation and in general,
procedures of the meetings of the Board itself.

These rules comprise a flexible group of measures and practices which, where applicable and according to the circumstances,
will be adapted to the Bank’s needs and the trends prevailing at all times on matters of good corporate governance.

2. Information on the assumption of the recommendations of the Code.
N.B.: For greater clarity, all information concerning the composition of the Board of Directors and the Committees of the
latter refers to February Sth 2002.
One.

The Board of Directors shall expressly assume the general responsibility of sbpervision as the focal point of its mission,
undertake the non-delegable tasks involved and establish a list of matters restricted to its jurisdiction.

The activity of the Board is focused on the general task of supervision, assuming and exercising directly the non-delegable
responsibilities involved and in particular, the following: ‘

a) Responsibilities which cannot be delegated legally.
b) Approval of general corporate strategy.
¢) Appointment, remuneration and if applicable, dismissal of members of senior management.

d) Control of management activity and evaluation of officers.
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e) lIdentification of principal corporate risks, especially those originating from derivatives operations, and the
implementation and follow-up of the appropriate internal control and information systems.

fy Determination of the information and communication policy with respect to shareholders, markets and public opinion.
The Board is responsible for providing the markets with rapid, accurate and reliable information, especially with
reference to shareholder structure, substantial modifications to management regulations, particularly important linked
operations or treasury stock.

g) Approval of policy in matters of treasury stock.

h) And, in general, operations involving the acquisition and disposal of substantial assets of the Company and major
corporate operations.

Two.

The Board shall consist of a reasonable number of independent Directors, being persons of professional prestige not linked
to the management team or the controlling shareholders.

The present Board of Directors, consisting of 19 members, comprises 5 executive and 14 non-executive Directors. Of the
latter, 6 are shareholders who are not and do not represent proprietary shareholders capable of influencing the control of
the Company and whom the Board considers to be independent.

Three.

The composition of the external proprietary and independent Directors shall constitute an ample majority over the executive
directors and the proportion between proprietary and independent members shall be established taking into consideration
the existing relationship between the capital comprising significant blocks of shares and the remainder.

The 14 external Directors constitute an ample majority over the 5 executive Directors. Of the external Directors, 6 are
considered independent.

Four,

The Board shall adjust its size in order to make it more efficient and participative. As a guideline, the maximum
recommended number of Directors is 15.

During 2001, the number of Directors has been reduced from 27 to 25. Furthermofe, in line with this reduction policy, it
has been resolved to propose to the next General Meeting of shareholders that the number of Board Members be

established at 19.

The composition of the Board is as stated in the «Governing Bodies» section of this Annual Report.

Five.

In event of the accumulation of the responsibifities of Chairman of the Board and  senior executive of the Company, the
necessary steps shall be taken to reduce the risks entailed in the concentration of power in a single person.

In addition to the Chairman, the Company has a Chief Executive Officer who is the First Vice Chairman of.its Board of
Directors.

Code of good governance Santander Central Hispano 215




Six.

More importance shall be given to the Secretary of the Board, reinforcing his independence.and stability and underlining
his responsibility for safeguarding the formal and material legality of the activities of the Board.

in effect, special importance is given to the Secretary of the Board, who has at his disposal the necessary support group
for the undertaking of his responsibifities.

Seven.

The composition of the Executive Committee, when it exists, shall reflect the same balance as that maintained by the Board
between the different types of Directors, with transparency or fluidity of information with the Board regarding the
decisions taken by the former.

Of the 7 Directors comprising the Executive Committee, 4 are external Directors, and of these, 1 is independent.
Furthermore, there is a Delegated Risks Committee comprising 6 Directors, 5 of whom are external Directors, and of these,
2 are independent. The Board is aware of the important matters discussed and decisions taken by the Executive Committee
and the Delegated Risks Committee.

Eight.

The Board shall establish control Committees among its members, made up exclusively of external Directors, on matters of
accounting information and control (Audit Committeg), the selection of Directors and Senior Officers (Appointments
Committee), the determination and review of remuneration policy (Remunerations Committee) and the evaluation of the
compliance system (Compliance Committee).

At present, an Audit and Compliance Committee and a Remunerations and Directors’ Charter Committee exist within the
Board, consisting exclusively of external Directors (5 and 4, respectively, 2 of whom, in both cases, are independent), having
support, information and proposal functions.

Functions and members of the Committees:
Audit and Compliance Committee
Functions:

a) To propose the designation of the external Auditors, conditions of appointment, sphere of professional responsibility
and if applicable, the revocation or non-renewal of such appointment.

b) To review the Company and Group accounts, monitor compliance with legal requirements and the correct application
of generally accepted accounting principles, and report on proposals to modify accounting principles and criteria
suggested by management. )

¢) To act as a communications channel between the Board and the external Auditors, assess the results of each audit and
the responses of the management team to their recommendations, and act as a mediator in the event of any
discrepancy between the former and the latter with respect to applicable principles and criteria in the preparation of the
financial statements.

d) To verify the adaptation and integrity of internal control systems and review the designation and substitution of persons
responsible for the latter.

[
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e) To supervise compliance of the audit contract, ensuring that the opinion on the annual accounts and the main contents
of the audit report are worded clearly and precisely. '

f) To monitor any situation which may represent a risk to the independence of the external Auditor, and specifically, to
verify the percentage of the total income of the audit firm represented by the fees paid for all items. The Annual Report
shali state the fees paid to the audit firm, including information concerning fees paid in respect of professional services
other than auditing.

g) To verify, prior to its publication, the financial information in addition to the annual accounts which is provided

regularly to markets and their supervisory bodies, and to ensure that such information is prepared in accordance
with the same principles and practices as the annual accounts.

h) To examine the observance of the General Code of Conduct and its Appendix in relation to Securities Markets, and in
general, the management regulations of the Company, and to make the necessary proposals for any improvements. in
particular, it is the responsibility of the Committee to receive information, and if applicable, issue reports on disciplinary
measures applied to members of senior management.

Composition;”

A list of the Directors who are members of this Committee is included in the «Governing Bodies» section of this Annual
Report. .

Remunerations and Directors’ Charter Committee

Functions:

a) To propose to the Board the system and amount of the annual remunerations of Directors and General Managers and
to review remuneration programmes regularly, evaluating their suitability and return and ensuring that the

remunerations of Directors are in line with criteria of moderation and in relation to the Company’s resuits.

b) To ensure the transparency of remunerations and the inclusion in the Annual Report of detailed information on the
remunerations of Directors.

©) To ensure the observance by the Directors of the obligations of confidentiality, non-competitiveness, abstention from
and reporting on matters involving conflicts of interest, non-use of corporate assets and liabilities, and to receive
information and if applicable, report on measures to be adopted with respect to Directors, in the event of the breach of
such obligations or of the General Code of Conduct.

Composition:
A list of the Directors who are members of this Committee is included in the «Governing Bodies» section of this Annual
Report.
Nine.
The necessary measures shall be adopted to ensure that the Directors receive sufficient information in advance, specifically
drawn up and aimed at preparing the meetings of the Board, without the reserved nature of the information being exempt,

save In exceptional circumstances.

The transparency policy of the Bank and the Group will first be shown in the information at the disposal of the Directors
at all times.
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Ten.

In order to ensure the appropriate operation of the Board, its meetings shall be held with the frequency necessary for the |

fulfilment of its mission; the Chairman shall encourage the participation and unrestricted stance of alf Directors; care shall be
taken with the wording of all Minutes, and the Board shall assess, at least once a year, the quality and efficiency of its work.

The Board usually holds 8-9 meetings a year pursuant to the calendar agreed annually in advance by the Board,
notwithstanding the extraordinary meetings held when so required owing to the importance of the matters to be
discussed. Special care is attached to the wording of the Minutes and it is envisaged that the Board will assess, at least
once a year, its procedures and the quality of its work.

During 2001 the Board of Directors held 9 meetings, the Executive Committee 34, the Delegated Risks Committee 115
and the 5 support, information, advisory and proposal Committees, a total of 21 meetings.

Eleven.

The participation of the Board in the selection and re-election of its members shall follow a formal and transparent
procedure following the justified proposal of the Appointments Committee.

The appointment or re-election of Directors is carried out in accordance with the Law: Appointment or re-election by the

General Meeting at the proposal of the Board or appointment by the Board; co-option in the event that any vacancies occur
during the period for which they were appointed, and if applicable, subsequent ratification by the General Meeting.

Twelve.

A regulation shall be included obliging a Director to resign if any event occurs which could seriously affect the operation
of the Board or the esteem and reputation of the Company.

The Board has established a provision in this respect.

Thirteen.

An age limit shall be established for holding a seat on the Board, which could be from sixty-five to seventy in the case of
executive Directors and the Chairman, and somewhat more flexible for the other members.

An age limit of 72 has been established for holding a seat on the Board or to be appointed a Director.

Fourteen.

The right of all Directors to collect and obtain the information and advice necessary for carrying out their supervisory duties
shall be formally recognised, and the appropriate channels for exercising such right shalf be &stablished.

The Board expressly recognises the right of all Directors to collect and obtain the information and advice necessary for fulfilling
their supervisory responsibilities. The exercising of this right is channelled through the Secretary of the Board.

Fifteen.

The remuneration policy for Directors (the proposal, assessment and review of which should be the responsibility of the
Remunerations Committee) shall be consistent with criteria of moderation, related to the results of the Company and
detailed and individualised information.
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The Remunerations Committee is responsible for these duties, adjusting the remuneration of Directors to the
aforementioned criteria, since although the By-laws envisage that the Board and the Executive Committee shall receive an
amount equivalent to 5% of the earnings of each financial year for carrying our their.duties, the Board resolved to reduce
such percentage in 2001 to 0.254% of the Bank’s net earnings.

Specifically, as a share of the earnings obtained in the 2001 financial year, the Members of the Board received an amount
of EUR 72,121 each in January 2002. In addition, each member of the Executive Committee received an amount of EUR
156,696. In both cases the amount is the same as that paid in January 2000 and 2001 as a share of the earnings obtained
in the 1999 and 2000 financial years. The total amount charged to the earnings of the last financial year in respect of such
payments was EUR 3.38 million.

Sixteen.

The internal regulations of the Company shall detail the obligations arising from the general duties of diligence and loyalty
of Directors, contemplating in particular situations of conflict of interests, commitment to confidentiality, exploitation of
business opportunities and use of corporate assets.

The Board has established standards for the fulfilment by Directors of the obligations referred to in this
recommendation.

Seventeen.

The Board shall encourage the adopting of the appropriate measures to extend the duties of loyalty to major
shareholders, establishing in particular cautionary measures in respect of transactions carried out between the latter and
the Company.

Likewise, the Board has established regulations with respect to the fulfilment by major shareholders of the obligations
referred to in this recommendation.

Eighteen.

That measures be established to make the mechanism for the delegation of votes more transparent, and to reinforce
communication between the Company and its shareholders, particularly institutional investors.

Within the transparency policy applied by the Bank and the Group, special attention is given to ensuring that
shareholders are fully aware of the proposed resolutions to be submitted to the General Meeting for approval, in order
to enable them to exercise their voting rights. The Bank has a specific Unit in charge of shareholder and institutional
investor relations.

Nineteen. !

Beyond the demands imposed by current legislation, the Board shall be responsible for supplying the markets with rapid,
accurate and reliable information, especially with respect to shareholder structure, substantial modifications to
management regulations, particularly important operations or regarding treasury stock.

This is carried out in line with the transparency of information policy which is standard within the Bank and the Group.
Through the respective notification to the Stock Exchange Commission, the Board is responsible for providing the markets
with the appropriate information on significant events or decisions.
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Twenty.

All financial information to be provided regularly to the markets, in addition to that disclosed annually, shall be prepared
in accordance with the same accounting principles and criteria used for the preparation of the annual accounts, being
verified by the Audit Committee prior to release.

All financial information disclosed to markets is prepared according to the same principles and criteria as those used for
drawing up the annual accounts, and it is the responsibility of the Audit and Compliance Committee to verify it prior to
release.

The external auditors attend and report to the meetings of the Audit and Compliance Committee. They also attend
meetings of the Board of Directors in order to present the respective reports, enabling all Directors to have the most
compete information on the content and conclusions of the audit reports concerning the Bank and the Group.
Twenty-one.

The Board and the Audit Committee shall monitor any situations which could represent a risk to the independence of the
external auditors, and specifically, they shall verify the percentage of the total income of the audit firm represented by the
fees paid for all items and publish information concerning fees paid in respect of professional services other than auditing.
The situations referred to in this recommendation are monitored, being one of the duties expressly assigned to the Audit
and Compliance Committee. Likewise, information is disclosed in the Annual Report on the fees paid to the audit firm in
respect of all items.

Twenty-two.

The Board shall take all steps to avoid that the accounts prepared by it are presented to the General Meeting with
reservations and qualifications in the audit report and that, when this is not possible, the content and scope of such

discrepancies are explained to shareholders and markets.

This is done in every case.

Twenty-three.

The Board of Directors shall include in its public annual report information on its rules of governance, justifying those which
are not consistent with the recommendations of the Code of Good Governance.

This is done by including the above-mentioned information in the present Annual Report.
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Prevention of money-laundering
Policy and Procedures

These-regulations are included in both the Corporate and Private Banking Manuals for the Prevention of Money-Laundering
and have been adapted and implemented by all Group Units. The standards established in these regulations are wider in scope
than is required by the legislation of each applicable country and comprise the following:

- Santander Central Hispano Group global policy
- Domestic and international legal ruling

- Internal organisation of prevention

- Knowing the customer

- Analysis and control of operations

- Notification of operations

Major developments in 2001

Last year was marked by increased international pressure on countries or regions with insufficient legislation on money-
laundering prevention or an inadequate level of co-operation. Such pressure was heightened even more following the tragic
events of September 11th, focusing on the need to prevent terrorist organisations from using certain financial systems to pay
for their criminal activities.

One of the challenges presented to the money-laundering prevention system of the Santander Central Hispano Group in 2001
was the reinforcement of the «know your customer» policy for the introduction of the Euro from January 1st 2002 and the

subsequent heavy volume of cash and exchange operations,

All of the foregoing has compelled us to step up our efforts to strictly observe the Group's policy and the legal provisions in
force in each of the countries in which we are present.

Activity in 2001

During 2001, the prevention system was consolidated and optimised, covering all affiliates comprising the economic groups in
each country. The main activities accomplished are shown below:

Number of Number of Number of Number of Attendees

units operations notified training at training

reviewed reviewed operations sessions sessions

Spain 29 5.9 million 9,476™ 167 2,367
Abroad 25 2.4 million 1,320 974 19,529
International Private Banking 9 17,302 42 * 35 544

{1) of which 9,216 operations were notified systematically (R.D. 925/1995) and 260, voluntarily. 17 of such notifications originated from our internet Banking units, as part of

the prevention procedure improvement process in «direct banking».
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Spain

During the year, prevention systems were reinforced in the Group’s affiliates subjected to Law 19 of December 29th 1993
(broker-dealer companies, funds and portfolio managers, finance companies, credit card issuers, insurance and real estate
companies). This enabled us to monitor the correct implementation of the «know your customer» policy and optimise
existing procedures.

Units abroad
Review or follow-up visits enabled us to monitor the adaptation of local systems and procedures to Group policy and their
adjustment to new legisiation introduced in the respective countries.

Worthy of note was the progress made in 2001 in the adoption of computer tools to assist the analysis of risk operations in
each Unit. Specifically, two corporate computer tools were designed and developed and have already been implemented in two
countries {Banco Santander Puerto Rico and Banco Santiago — Chile). The remainder of existing applications will gradually be
replaced in order to enhance and standardise all prevention systems throughout the Group.

International Private Banking
! 2001 saw the implementation of an ambitious Individual Customer File Review and Updating Plan, aimed at monitoring
compliance with the rigorous «know your customer» standards established by the Group in this business area.

Santander Central Hispano has also actively participated in the Wolfsberg Group’s meetings and initiatives concerning «Global
Anti-Money Laundering Guidelines for Private Banking», which represent global guidance for sound business conduct in
international private banking.

Customer attention

The Customer Attention Unit handles written complaints from customers and ensures a fluid relationship with Regulators,
Consumer Organisations, etc. whenever customers resort to such authorities. It likewise co-operates with the independent
figure of the Ombudsman.

The fundamental principle in resolving customer complaints is to act according to the criteria of sound banking practice
established by the Regulators. On this basis, all customers will be treated equally, since questions are not settled according to
¢ position, but on an analysis of the degree of compliance with such criteria.

i Throughout 2001, the parent bank received a total of 7,224 written complaints, versus 8,421 the previous year (-16%). The
number of customer complaints to Regulators (Bank of Spain and the CNMV) was 542, and to the Ombudsman, 896, a
variation of +24% and -10%, respectively, versus 2000.

The trend followed in customer claims over the past 2 years is as follows:

. Type 2000 2001
: OPERATIONS (Errors, orders delayed or not executed, contractual documents, forgeries, etc.) ) 52% 48%
PRICE {Commissions, interest rates, valuations and charges) 20% 22%
INTERACTION/TREATMENT (Treatment, advice, queues, speed) 17% 15%
METHODS OF PAYMENT (Fraud, disagreement with charges, theft, cancellations, etc.) 7% 7%
BRANCHES/ENVIRONMENT (Closures & account transfers, security, etc.) 1% 4%
IMAGE/ADVERTISING (Draws, gifts, advertising, bilingualism) 2% 2%
OTHERS 1% 2%
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The compliance function in the Santander Central Hispano Group

The governing principle of the Santander Central Hispano Group’s activity is the defence of its integrity and reputation and strict
compliance with all standards and regulations - including ethics — applicable in the markets in which it operates. Putting this
commitment into practice demands the implementation of a series of policies, procedures and codes of conduct, as well as a
system of internal controls, among which is compliance.

The Group has defined Compliance as the senior management-delegated function responsible for aligning the regulatory
framework with the organisational structure. This entails transferring laws, regulations and ethical standards to specific operational
procedures and formative activities, avoiding regulatory penalties, ensuring that any irregularities are identified, reported and
immediately corrected, and providing evidence to the regulators that the institution’s organisation, procedures and means are
commensurate with its activity and are constantly updated.

Jrganisation and responsibilities

The Regulatory Compliance Committee is responsible for observing and enforcing the rules of the Codes of Conduct and other
additional regulations, and for establishing and implementing compliance systems in all Group institutions. This Committee is
headed by the General Secretary and Secretary of the Board, who designates to its members. The Compliance Officer is responsible
for the executive functions of the Committee.

Compliance can therefore be classed as a necessarily independent function, close to the areas of the institution responsible for
corporate policy formation.

The Compliance Management organisation chart, which is mainly functional, aims at a close proximity to the respective heads of
the business and products areas, as weli as an overall view and Group-level co-ordination. It comprises the Compliance Officer, the
Compliance Office and the different heads of Compliance responsible for the different divisions, business units and regions. The
main responsibilities of each Compliance Unit are the following:

a) Controlling the flow of information within the Group and safeguarding confidential and insider information.

b) Ensuring market integrity, avoiding manipulative and fraudulent practices.

<) Ensuring fair treatment to customers, avoiding conflicts of interest.

d) Assisting and advising Management on adapting the Group's activities to the regulatory framework.

e) Co-ordinating relations with supervisors and regulatory reporting obligations.

f) Proposing and supervising specific codes of conduct, manuals, standards and procedures.

g) Identifying, within the new Products Committee, potential regulatory risks associated with the marketing of new financial
products and services, and establishing suitability policies between such products and services and the end-user.

!
1
|
j
|
f
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.Historical figures 2001-1991 .

E S 2001 ’ 2000 © 1999
Balance sheet : }Jés MM, i Pta. MM. Euro MM. Euro MM. Euro MM.

. Total assets . 315,626.6 59,589,068 358,137.5 348,9280 2564335
Loans | 153,189.4 28,921,555 173,822.0 1693842 - 1274721
Customer funds 2920442 . 55,136,809 331,378.9 303,098.5 , . 232,2323
. Customer funds on balance sheet . .208,103.5.. 39,289,122 -236,1324. . ..2144503 . 153,756.6

) ¢ Mutual funds . 60,399.9 11,403,272 68,535.0 65011.9 | . :59,840.3
....Pension funds .. ..16,605.4 .. ' 3,135,027, 18,8419 . 16,397.3 13,0716..

Managed portfolios 69355 1,309,388 7,869.6 7,2389 . 5,563.7

.Shareholders’ equity i .16,857.9 3182702 ... 191284.. . 17,797.9... .. 80262

{ Total managed funds | 399,567.3 75,436,755 453,384.0 4375761 3349141

| : . ]

| . I

Lo 0 I . 2001 ‘ ....... 2000 r ..1999

: Income statemeqt uss mm. Pta. MM. Euro MM, Euro MM L §um MM.

i ..Net interest revenue 0 .9,175.7 ...1,706,582 10,256.8 8,289.6 : 6,669.9

} Basic revenue : ;13,310.3 2,475,574 14,878.5 12,3026 i 9,7471

1 Net operating income © 53179 989,074 5,944.5 4,688.6 £ .3,479.0

| Net consolidated income | 3,790.7 705,028 4,237.3 3,7740 2,7156

| Net attributable income 12,2242 . .413,686 22,4863 22581 1,575.1

; .

]‘ . . . [ P .
Persharedata* ... .. . . ..o e 001 ’ 2000 ‘ : - 1999 .

. 1uUss Pta. Euro Euro | = - Euro
|...Dividend.... 10.2542 4800 ..0.2885 02735 ., : ...[0.2275

| Price :8.29 1,566 9.41 1140 11.24
Market capitalization (millions) 38,6402 | 7,295,128 43,844.6 51,986.7

Note: All pre-1999 figures are proforma and basimllyfcofrespond wnh the aggregate of the Santander and BCH Groups.
..{*). Figures adjusted to stock splits and capital increases. Euro / uss =0.8813 (balance sheet) and 0.8946 (income statement),.

141,226.0

Main financial magnitudes

Total managed funds
Euro MM,

Market capitalization
Euro MM.
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1998 1997
Euro MM. Euro MM.
235,804.7 226,715.1
112,383.2 101,112.7
201,795.7 187.411.8

N 132,291.0 ..135,976.3
54,773.1 42,143.5
9,428.8 6.323.6
5,302.8 2,968.4
8,777.8 6.334.1..,

305,309.4 278,150.7

. 1998 l 1997
Euro MM. Euro MM.
6,190.1... . . 49820
8,941.1 7,092.9
2,949.4 2,354.8
2,154.0 1,747.9
1,249.8 923.4
...1998 { 1997

Euro Euro
....0.1883 0.1803

8.48 7.65
31,0354 21,962.8

1996 . 1995 ' 1994 1993
. Euro MM. | ' Euro MM. Euro MM. Euro MM.
© 188.823.3 166,371.5 153,622.8. ... 140,572.9
78,4803 66,0511 62,8863 54,938.0
136,723.2 115,755.8 . 101,047.5 80,124.2
....101,399.6. 95,676.5.. .. 82,580.2 ..55,268.6.
28,3919 16,351.8 15,075.5 12,3023
44972 ...2,0726 .1,632.7 872.6
2,4345 1,654.9 1,759.0 1,680.7
59921 56677 6,219.8 5,570.2
224,147.0 186,450.8 172,090.0 155,428.5
1996 1995__l 1994 i 1993, ,
Euro MM. | | Euro MM. Euro MM. Euro MM.
4,079.5 3,751.1 35443 3,258.6
5,561.8 5,057.0 47029 42174
1,700.7 1,426.8 1,201.6 1,929.5
1,287.6 1,031.5 1,125.8 1,189.6
715.8 .529.7 615.6 689.9
1996 . ...1995 . 1994 ' ..1993. (
: Euro Euro Euro Euro
.0.1503... 0.1382 0.1202. 01202 ..
417 3.05 2.48 2.75
111,260.4 8,267.9 7.889.4 8,049.8

: 1992
Euro MM.
102,107.0

5_11 648.8

66.542.3
58,025.5
7,320.4
475.7
720.7

54174 .

110,623.8

1992

Euro MM,

3,151.3

4,058.7
1,444.0
1,115.2
: 671.8

1992
: Euro
0.1082

179

| 58239

'.f,f 1991

1991
: Euro MM,
+..190,503.1
48,9736
159,823.2
...56,444.2
" 3,095.9
.283.0
0.0
...5,287.9
93,8821

i ... 1991
Euro MM.
S 3,135.0
3,939.9
1,470.6
1,213.9
735.9

Euro
0.0992
1.66

06,9417

Net attributable income
Euro MM.

.. 'Dividend per share ..
Euro

2,700

99, 00 01 . 91 .92 93 94 95 96 97 .98
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General Information

Banco Santander Central Hispano, S.A.

The parent bank of the Santander Central Hispano Group
was established on March 21 1857 and incorporated in its
present form by a public deed executed in Santander, Spain,
on January 14 1875, recorded in the Mercantile Registry
(Finance Section) of the Government of the Province of
Santander, on folio 157 and following, entry number 859.
The Bank’s by-laws were amended to conform with current
legislation regarding limited fiability companies, This amend-
ment was registered on June 8, 1992, and entered in the
Mercantile Registry of Santander (volume 448, general sec-
tion, folio 1, page 1,960).

The Bank is also recorded in the Special Registry of Banks
and Bankers 0049, and its fiscal identification number is A-
39000013. !t is a member of the bank Deposit Guarantee
Fund. . ’

Registered Office

The corporate by-laws and additional public information
regarding the company may be inspected at its registered
office at Paseo de {a Pereda, numbers 9 to 12, Santander.

Design: Olivé | Lépez | Lara
Printer: LITOFINTER, S.A,
Legal Reg.: M-6.002-2002

Attention to Customers

in its aim to provide excellent service, Banco Santander
Central Hispane has the following units at the disposal
of its customers:

Customer Attention Department
Plaza de Canalejas, 1

28014 Madrid (Spain)

Telephone: (3491) 558 18 6Q

Fax; (3491) 558 17 31

Ombudsman

Mr. José Luis Gomez-Dégano
PO Box 14019

28080 Madrid (Spain)

Operational Headquarters
Plaza de Canalejas, 1

28014 Madrid (Spain)
Telephone: (3481) 558 11 11

Shareholders’ Office

Plaza de Canalejas, 1

28014 Madrid (Spain)

Telephone: (3491) 558 18 63 - 902 11 17 11
Fax: (3491) 558 20 32

Investor Relations

Plaza de Canalejas, 1

28014 Madrid (Spain)

Telephone: (3491) 558 13 69 — 558 14 04
Fax: (3491) 522 66 70

www.gruposantander.com

1
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant had duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: Febwmﬁ \%;QOOQ\ By:
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Title: Senior Vice President




