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1966
BESCL acquires the Blandy Brothers banking
house, operating at Funchal, Madeira, twenty
years after doing a similar operation with
Caixa de Crédito Micaelense (of Ponta
Delgada, Azores).

Till the mid-70s the Bank strengthened its
position in Portugal, by launching a number
of pioneering products, namely personal
loans (1965) and traveller's cheques (1966).

1973
The Bank strengthens its position abroad,
setting up the Banco Inter-Unido, in Angola,
in partnership with the First National City
Bank of New York.

1975
Under Decree-Law no. 132-A of March
14th, 1975, all Portuguese credit institutions
and insurance companies were nationalized.
Prevented from carrying out business
activities in Portugal, the Espírito Santo
Group, under the leadership of Manuel
Ricardo Pinheiro Espírito Santo Silva,
rebuilt its financial interests abroad, mainly
in Brazil, Switzerland, France and the
United States.

3.2 Milestones

1869
The origin of Banco Espírito Santo goes back
to 1869 and to the trading business of José
Maria do Espírito Santo e Silva, carried out
from the "Caza de Cambio" at Calçada dos
Paulistas. His successes in business led him to
open a second establishment in 1880.

1884
In his own name or associated with others,
but always as the majority partner, José Maria
do Espírito Santo e Silva founded several
banking houses: Beirão, Silva Pinto & Cª.
(1884-1887), Silva, Beirão, Pinto & Cª. (1897-
1911), J. M. Espírito Santo Silva (1911-1915), J.
M. Espírito Santo Silva & Cª. (1915).

1915
Following the death of its founder on
December 24th, 1915, the firm was dissolved.
With the firm’s assets and liabilities, his heirs
and former partners set up the Casa
Bancária Espírito Santo Silva & Cª., under the
management of his eldest son, José Ribeiro
do Espírito Santo e Silva.

1920
On April 9th, 1920, the Banking House was
made into a public company under the name
of Banco Espírito Santo (BES).Throughout the
difficult 20s BES consolidated its position in
Portuguese banking, not withstanding the
political, economic and social upheavals that
led various banks into bankruptcy.

During the next decade, the implementation
of a renewed management model, and
the prolonged expansionist phase of the
Portuguese economy created the conditions for
BES to rise to the position of first Portuguese
private bank before the end of the 30s.

1937
BES reinforces its position in the market
through the merger with Banco Comercial
de Lisboa, originating Banco Espírito Santo e
Comercial de Lisboa (BESCL).

In the following years, BESCL consolidated its
position as the undisputed leader in Portuguese
banking. After playing a major role during the
2nd World War, the Bank focused its activity in
supporting the development of the economy
and the industry's modernization effort.
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In the US, the Group purchases Espírito Santo
Bank, a bank specialising in private banking
activities directed to customers in Latin
America, particularly in Brazil.

In Portugal, a joint venture is established with
the Portugal Telecom Group to develop a
project in the area of e-finance – leading to
the creation of Banco BEST in 2001.

2001
Incorporation of Banco Espírito Santo de
Angola (BESA), a bank set up under Angolan
law to provide the whole range of banking
products and services.

2002
Banco Espírito Santo dos Açores, held by
Banco Espírito Santo as majority shareholder
and by Caixa Económica da Misericórdia de
Ponta Delgada and Bensaúde Participações,
SGPS, starts its business in July.

2003
Within the scope of the Group’s international
expansion policy, in January 2003 BES acquires
Bank Espírito Santo International, Limited.
In the same year the subsidiaries Besleasing
Mobiliária, Besleasing Imobiliária and Euroges
were merged into a single company and
Espírito Santo Dealer was integrated into
Banco Espírito Santo de Investimento. In
December, BES acquired a stake of 45% in
Locarent (rent-a-car), the outcome of a
partnership between BES (45%), CGD (45%)
and Serfingest, SGPS (10%).

1992
Creation of ESAF, the Group’s holding
company for asset management business.
BES enters the Spanish market following
the acquisition of Banco Industrial del
Mediterráneo, later transformed into Banco
Espírito Santo (Spain).

1995
BES opens Banco Espírito Santo do Oriente
(BESOR), in Macao.

1999
By public deed of 6th July, Banco Espírito
Santo e Comercial de Lisboa changes its
name to Banco Espírito Santo.

2000
The Group consolidates its international
investments in Spain, through the acquisition
of Benito y Monjardín and GES Capital.

In Brazil, a joint venture is established with
the Bradesco Group, initiated with BES’s
acquisition of 3.25% of Bradesco and
Bradesco’s acquisition of 3% of BES. This
partnership leads to the establishment of joint
holdings in BES Investimento do Brasil and in
the broker BES Securities do Brasil.

1986
After banking activities were again opened
to private initiative, the Espírito Santo Group,
under a joint venture with Caisse Nationale
du Crédit Agricole and backed up by a hard
core of Portuguese shareholders, set up
Banco Internacional de Crédito, thus marking
the Group’s return to Portugal.

In the same year, Espírito Santo Sociedade
de Investimento (ESSI, the precursor of
BES Investimento) was acquired, with the
participation of Union des Banques Suisses
(UBS) and Kredietbank, from Luxembourg,
among other financial institutions.

1989
Creation of Euroges, a factoring company.

1990
Creation of Bescleasing, a leasing firm.

1991
The reprivatisation of BESCL begins, and the
Espírito Santo Group, in partnership with
Caisse Nationale du Crédit Agricole, regains
control of the Bank. In the same year,
Crediflash (credit cards) was incorporated
and the broker ESER was acquired.
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March, 29th

BES presents the first
Social Responsibility
Report in the
Portuguese financial
sector, under the title
“Financial Knowledge
at the Service of
Sustainable
Development”

March, 30th
Annual General Meeting is held to approve
the Annual Report and Accounts and
proposed distribution of earnings. The
meeting also elected the corporate bodies
of Banco Espírito Santo for the 2004-2007
mandate.

March, 31st
BES Group informs the market that its
subsidiary BES Finance Limited has on the
30th March increased its issue of preference
shares from euro 450 million to euro 600
million, corresponding to the issuance of
150,000 new preference shares with a par
value of euro 1,000 each.

April, 14th
Payment of the dividends on the 2003
results.The gross dividend of euro 0.330 per
share corresponds to a net dividend of euro
0.2805 for resident shareholders and euro
0.2475 for non-resident shareholders. The
payout ratio was 39.56% on a consolidated
basis and 52.62% on an individual basis.

April, 27th
Announcement of first quarter results. BES
Group posts net income of euro 67.2
million, corresponding to a year-on-year
increase of 15.2% on a like-for-like basis and
to ROE of 14.0%.

January, 23rd
BES informs the market that its subsidiaries
Espírito Santo Activos Financeiros and
Banco Espírito Santo (Spain) have reached
an agreement for the acquisition of
the entire share capital of the asset
management units (Lusogest, SGIIC and
Lusopensiones, SGFP) of Banco Simeón
(CGD Group in Spain).The deal included a
commercial agreement for the distribution
of BES Group’s asset management
products through Banco Simeón branch
network.

January, 26th
Banco Espírito Santo subscribes to the
United Nations Global Compact’s 10
Principles, stepping up its commitment to
the values of sustainable development.

January, 30th
Banco Espírito Santo de Investimento (BESI)
receives the prize for Arranger of theYear 2003
in the Transport and Infrastructures sectors
awarded by the Infrastructure Journal, a reputed
international publication specialising in Project
Finance.

February, 5th
BES Group announces 2003 consolidated
results. Net income reached euro 250.2
million, up by 14.4% on a comparable basis
and corresponding to ROE of 13.4%.

February, 6th
Launch of “BES 360º”, a new commercial
approach to the affluent segment. It consists
in providing a customer centric global
service that seeks to address the
customer’s financial needs from every angle
and is under the permanent monitoring of
a Dedicated Manager.

February

1st Edition of “Valor BES”, a quarterly
newsletter dedicated to the shareholders.
The theme of this first issue was “BES on
the forefront of Corporate Governance”.

February, 10th
The process of merger by incorporation of
Euroges, Besleasing Mobiliária and Besleasing
Imobiliária is concluded, giving rise to a new
company named Besleasing e Factoring,
Instituição Financeira de Crédito. This
operation will contribute to expand the
businesses formerly developed by each of
these companies, by increasing national coverage
and permitting a multi-product approach.

March, 19th
BES holds the fourth edition of the Strategy
Day, an event dedicated to institutional
investors and analysts where issues related
to Group strategy and activity are widely
discussed.

3.3 Main Events in 2004
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Plan, an innovating medium to long-term
savings product that is part investment, part
loan and seeks to offer the customer an
absolute positive return.

October, 26th
Announcement of third quarter results. BES
Group’s net income for the first nine months
of 2004 reached euro 173.5 million, an
increase of 15.1% on a comparable basis,
corresponding to ROE of 11.7%.

November, 11th
BES informs the market about a securitisation
residential of mortgages (RMBS) in the
amount of euro 1.2 billion (Lusitano
Mortgages No.3).

November, 12th

Banco Espírito Santo
launches the “Poupança
BES Júnior”, a savings
product for young
customers up to
18 years old.

December, 29th
Banco Espírito Santo issues the “Principles of
Conduct for Suppliers” with the purpose of
communicating the Group’s values to
present and future suppliers.These principles
were established based on the 10 principles
of the United Nations Global Compact.

BES Group reaches net income of euro
275.2 million in 2004, corresponding to a
year-on-year increase of 11.6% on a
comparable basis and to ROE of 13.9%.

01 MANAGEMENT REPORT

May, 17th
BES pioneered the introduction of specific
services for the 3rd generation of mobile
phones (3G or UMTS), launching a new
and effective platform for customer
communication with the bank. 3G technology
made it possible to provide financial advisory
services anywhere and at any time of the day,
by video call.

June, 14th
BES is elected Best Market Maker in 2003 in
the Portuguese public debt market by the
manager of government bonds MTS Spa.

June, 24th
BES informs the market of the delisting and
registration from the NYSE of the
preference shares issued by Espírito Santo
Overseas Limited in August 1999, in the
amount of US$ 150 million.

June, 30th
BES Group sells its 15% stake in Credibom
to Sofinco, generating a capital gain of euro
24.8 million.

July, 16th
Banco Espírito Santo de Investimento is
elected Best M&A House and Best Equity
House in 2004 by Euromoney magazine,
becoming the first Portuguese financial
institution to receive two Euromoney
Awards for Excellence in the same year.

July, 27th
Announcement of first half results. BES
Group reaches net income of euro 131.8
million, corresponding to a year-on-year
increase of 19.8% on a comparable basis and
to ROE of 13.4%.

July, 29th
BES informs the market that on September 1st,
2004 its subsidiary Espírito Santo Overseas
Limited will redeem in whole the 6 million
preference shares, Series B, in the amount of
US$ 150 million, issued on August 25th, 1999.

August, 2nd
BES informs the market that the transaction
involving the asset managers Lusogest and
Lusopensiones in Spain was concluded on
July 30th.

August, 6th
Euro Medium Term Notes (EMTN)
Programme is increased from euro 7 billion
to euro 10 billion.

August, 27th
BES informs the market that its wholly owned
subsidiary Tech Ventures, SGPS sold the entire
stake held in Clarity Payment Solutions,
obtaining a capital gain of euro 20.7 million.

September, 6th
BES informs the market that its subsidiary
Banco Espírito Santo, S.A. (Spain) reached an
agreement with Hypovereinsbank (HVB
Group) for the acquisition of the entire
share capital of Banco Inversión.

September, 22nd
Banco Espírito Santo is awarded the Prize for
Best Portuguese Bank by Global Finance
magazine, an accolade granted within the
scope of an initiative that distinguishes the
World’s Best Banks.

October, 6th
Banco Espírito Santo launches the BES 95
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3.4 Strategy and Business Model

Banco Espírito Santo Group develops its banking activity of providing
a universal range of financial services with the fundamental concern of
creating value for its Shareholders while simultaneously meeting the
needs of Customers and Employees, all framed by its overall duty of
social responsibility.

The aim of sustained value creation for the Shareholders is
underpinned by a constant focus on the Customers and an
increasingly deep knowledge of their individual needs, so as to be
able to offer them a specialized and high quality service leading to
long-term broad-based relationships.

At the same time, a highly skilled workforce, dedicated and imbued
with a critical spirit, decisively contributes to the Group’s constant
fine-tuning and renewal. Hence Banco Espírito Santo Group is
positively committed to a Human Resources policy that offers its
employees attractive prospects of career development, capable of
satisfying and retaining the best.

Banco Espírito Santo Group fully assumes the social responsibility that
falls on it by virtue of its presence and role in Portuguese society,
seeking in all manners at its reach to set an example and to contribute
to a more harmonious and balanced social development.

This coming together of goals and interests is consistently
incorporated in the Group's strategic design of pursuing in its
business growth path and consolidating its top-ranking position in
profitability and efficiency.

Viewing these objectives, Banco Espírito Santo Group adopts as the
main pillar of development and strategic differentiation the provision
of a service characterized by excellence and permanent focus on the
needs of each Customer, setting itself as a universal financial group
serving all segments of individual, corporate and institutional Clients
and offering a full range of financial products and services.

A highly diversified customer base – matched within the Group by
its organisation into business areas, of which the more important are
Retail, Private, Corporate and Investment banking – has over time
proved essential to the generation of revenues, translating into a
pattern of sustained growth of results.

Throughout its history, Banco Espírito Santo Group and its solid and
stable core of shareholders have successfully withstood different
economic contexts, always steered by the standards of high
consistence and prudence that should guide banking activities.

At the same time, the Group has maintained a position of total
openness towards embracing technological innovation at the service
of business, not only to improve service quality and to meet the
Customers' needs and convenience, but also to raise efficiency levels
and consequently foster value creation.

Faced with the increasing globalisation of financial markets, Banco
Espírito Santo Group is fully aware of the need to add to its scope
and dimension as a factor that breeds economies of scale and
operating efficiency gains.To this end, the Group assumes itself as a
Portuguese financial institutional with an increasingly international
dimension, choosing as privileged markets for its operations the
Iberian Peninsula, Brazil and Angola. In these regions, the Group’s
strategy is to serve local customers in target segments but also
those who do business on a transnational scale.

This growing implantation beyond domestic frontiers – fuelling high
growth levels that complement the full exploitation of the potential
of the national customer base -, a firm bet on excellence and
constant fine-tuning of the service provided, and operating
efficiency in the activities developed, are assumed as critical
requisites for reinforcing BES Group’s strategic autonomy in the
medium and long term.
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