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Of course, this development has important and far-reaching
implications for Quifienco and its shareholders. The merger of
two of the most-established financial institutions to create the
biggest of its kind in Chile has allowed the group to strengthen
its position in the banking sector and so capitalize on its
considerable experience in this highly profitable business. This
means even more value added for Quinenco shareholders. At the
same time, the extra dimension that the bank purchase adds to
the company has encouraged us to consider a revamping of
activities and investments, which means prioritizing and fortifying
those companies with the best growth potential, as these are
the key to Quifenco’s future.

Compaiiia Cervecerias Unidas (CCU), part of the industrial
portfolio, began to benefit from the cost-cutting plan initiated
during 2000. The effects of this growth strategy translated into
diverse innovations in the commercial field, and in important
savings across all business sectors. Notwithstanding the political
problems and economic instability that the Argentine subsidiary
had to deal with, in addition to sluggish consumer growth in
Chile, CCU showed important growth, clearly reflected in its
sales figures, operating margins and net profits. In fact
Ch$38,377 million reported in profits are among the
recent times.
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In the telecommunications sector, Telefonica del Sur also posted
a notable performance, thanks to an ongoing policy of geographic
expansion and development of new products and services. The
former has allowed it to stand out from the competition with
extensive local telephone coverage and other services. Telsur
managed a more than 10% profit rise during the reporting period,
reporting Ch$8,482 million pesos.

Another company which did very well during the year was
Habitaria. Indeed, the company reported profits - of Ch$417million
- for the first time in the three years since it began operating
in the Chilean real estate sector. The fact is all the more worthy
of mention because it happened in the middle of a major crisis
in the construction sector, a fact which suggests that Habitaria
is a company which is able to generate sales in adverse conditions.
It managed to successfully complete various important projects,
booking sales of Ch$19,474 million.

Lucchetti, for its part, is in a better financial position than the
year before, despite losses in 2001 of Ch$6,407 million. After
the sale of its Argentine business in May and a capital increase
at the end of the year, the company was able to restructure its
debt, cutting its bank liabilities by more than 46%, from US$160
million in 2000 to US$86 million. This position will allow the
company to concentrate its efforts on operational aspects and
take on, with a sharpened focus, the challenges which come with
such a competitive business environment. As to Lucchetti’s
Peruvian operation, the company has initiated the preliminary
steps toward international arbitration, in the interests of defending
its right to run its plant in Lima. In conclusion, and in the same
context, recent court decisions in Peru have reaffirmed that our
representatives acted with legitimacy in the matter.

Madeco came up against a difficult situation in the second half
of the year, stemming mainly from its foreign operations. To the
political and economic crisis in Argentina, one has to add the
heavy decline in demand for copper-based products seen in the
Brazilian telecommunications market. For this reason, of the
whole group, Madeco was the company whose results were most
severely affected. The fall in sales was dramatic, particularly in
the final quarter, which was what made it necessary to close
some operations in Argentina and carry out a deep restructuring
in Brazil. As a result of all this, Madeco incurred a loss of Ch$50,096
million for the fiscal 2001 year.

However, it is important to emphasize that Madeco’s management
is working hard to soften the impact of this difficult situation.
Apart from other measures, the company has opted to sell non-
core businesses and restructure debt to better match the reality
of its cash flow generation. It is hoped that the fruits of this
exercise will begin to show over the next few quarters. This will
be, without doubt, a priority for us.

In 2002, Quinenco looks to be in a strong position to continue
the consolidation of its businesses, despite a complex outlook
for the commercial and macro-economic environment. Our
objective is value-creation for shareholders based on professional
and efficient management of our companies and intelligent
portfolio decision-making at Quifienco headquarters.

One priority for 2002 is the satisfactory conclusion of the Banco
de Chile merger. We are aiming to build a new institution which
satisfies all its clients, and one that is not only the biggest in
Chile, but the most efficient and profitable. Another priority is
the resolution of the conflict with our associates in Inversiones
y Rentas SA. Finally, our biggest effort is dedicated to improving
the performance and capital structure of the operating units of
the company.

In concluding this letter, | must, as representative of the whole
board of Quinenco, thank all the staff of Quifienco and its
subsidiary companies for the tremendous effort put in over the
reporting period. Without your dedication and sacrifice, none of
our achievements would have been possible. People are our first
and most-prized asset. Personally, | wish to extend the same
gratitude to our investors, for the confidence and support granted
us throughout the whole year.

GUILLERMO LUKSIC CRAIG
Chairman





