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Management Policy

Reor ganization of profit structure and restructuring of the management system

In April 2001, ITOCHU embarked on its medium-term plan “A&P-2002" for the two years from April
2001 to March 2003. According to this plan, these two years are identified as a period during which
ITOCHU will discard conventional business models and develop new businesses based on the A&P
strategy. As the fina year of the plan, ITOCHU has been promoting two innovations — one in profit
structure and one in management system.

Regarding the “reorganization of profit structure’, ITOCHU has been promoting the reallocation of assets
and the shifts of management resources to the A& P segments of information and multimedia, consumer and
retail-related, natural resource development, financial services, North America and Asa Also, ITOCHU
has been strengthening its consolidated financial position by increasing stockholders’ equity and reducing
interest-bearing debts.

For example, in the information and multimedia field, a subsidiary, Excite Japan Co., Ltd. has started a
broadband internet service providing business. In the consumer and retail-related sector, in order to further
strengthen and promote the contract food service business, ITOCHU has invested in Compass Group
Holding (Japan) K K., ajoint venture with the world’ s largest company in this industry, Compass Group in
the U.K. Also, ITOCHU has acquired the exclusive distribution rights of a distinguished European luxury
brand, Bally, while investing in Baly Japan, Ltd. to be involved in its management. In addition, in the
natural resource development sector, a subsidiary, ITOCHU Oil Exploration Co., Ltd. has signed a contract
regarding the launch of a large-scade pipeline project delivering crude oil generated in oil fidds in
Azerbaijan. In China, ITOCHU has formed a strong tie with the government of Shandong province by
signing “ageneral agreement on economic and trade cooperation”.

On the subject of improving our consolidated financia position, ITOCHU has increased the stockholders
equity by public offering in July, while reducing both total assets and interest-bearing debts, and thus
improved the net DER to 4.9 times, a0.9 percentage point decreasefrom the last fiscal year end.

As regards the “restructuring of the management system”, ITOCHU has promoted the thorough
implementation of risk management system to its Group Companies including those overseas, the
enhancement of personnel development programs including one for overseas regional staff, and “right
person in the right job” appointments. Our group-wide compliance system has been strengthened by the

newly established Compliance Office and newly appointed Chief Compliance Officer.



Tasksto be dealt with

Despite the harsh business environment, ITOCHU has put its strength into two large changes — in profit
structure and management system —in order to fulfill our mid-term management plan “A& P-2002".

The plan addresses the reorganization of the profit structure with the following three important policies.
First, with the continued implementation of the A&P strategy, ITOCHU will speed up the realocation of
assets, and the shifts of management resources to the A& P business domains.

Second, ITOCHU will further improve our financial position and maximize earnings on a consolidated
basis, firmly putting in place consolidated group management.

Third, in implementing our regional and market strategies, ITOCHU will build up business models based
on a global viewpoint, and construct optimal management systems suited to particular regional and market
conditions. Particularly, in addition to the reconstruction of earning power in North America, local and
regional trade will be expanded in Ada including China and ITOCHU will enhance profitability through
new investments.

As regards innovation of management systems, ITOCHU will continue to concentrate on the four priority
policies of strengthening corporate governance, establishing a management support structure, reinforcing
risk management and cultivating human resources including systems.

In this way, ITOCHU plans to enhance its performance, and a the same time, continue to make
contributions to regional and international communities by such means as actively addressing global

environment issues.

Dividends policy

ITOCHU s palicy regarding the dividend payments is a consistent and stable distribution of returns to the

stockholders while maintaining and strengthening our competitive power by retaining earnings.



Outlook for Fiscal 2003

The recovery of the domestic economy in fiscal 2003 depends on the U.S. economic trend, and will be
affected by Japan’s economic stagnation, and stock price and currency movements accompanied by
deepening deflation.

Though the current economic condition of the U.S. is steady, the pace of economic recovery may slow
down because of such destabilizing factors as stock price, house price and political conditions in the Middle
East.

The Asian economy will show continuing steady growth mainly in China. However, it may aso be affected

by the U.S. economy, in the same way that the European economy has already been affected.

Under these circumstances, ITOCHU is expecting consolidated total trading transactions of 11 trillion yen
for the fiscal year ending March 2003, with a consolidated net income of 50 billion yen, as announced on
May 15, 2002.

Future outlook is based on management’ s assumptions and beliefs based on information currently available
and involves risks and uncertainties. Factors that could cause actua results to differ materialy from the
outlook include, without limitation, global economic conditions, demand for and competitive pricing
pressure on products and services, the Company’s ability to continue to win acceptance for its products and

services in highly competitive markets, and currency exchange rate fluctuations.

Fiscal 2003 consolidated for ecasts (April 2002 —Mar ch 2003)

Full year Changes from the
previous fiscal year

Tota  trading 11 trillion yen -3.5%
transactions
Net income 50 hillion yen +65.6%
(Note) Fiscal 2003 Forecasts Fiscal 2003 Interim Results
Exchange rate (Yen/US$) 124.00 124.48
Crude ail price (US$/BBL) 25.00 25.66

Distribution of current fiscal year's profit

ITOCHU plans to make a 5 (for the interim, 2.5) yen dividend payment per share for fiscal year ending
March 2003.



Summary of Operations

General Conditions

During the first half of fiscal 2003, ended September 30, 2002, the Japanese economy was ill in a
slump with a continuous deflationary condition, though domestic production showed a dlight
recovery in the first part of this period mainly because of an export recovery. Wesk private
consumption was sill rampant, in addition, capital investments, house investments and public
investments remained stagnant. Stock price had reached a new low since the bubble era this
September, following a sharp decline in U.S. stock market this July.

Overseas, the Asian economy including China showed stable growth, however, the recovery of the
U.S. economy was still Slow mainly due to low stock prices compounded by the distrust caused by
accounting scandal. In Europe, especialy in Germany, the recovery became dull in the wake of weak
domestic demand.

Trading Transactions

In the first half of fiscal 2003, total trading transactions decreased by 13.9%, or 820.0 hillion yen,
from the same period of the last fiscal year to 5,074.9 billion yen (41,394 million U.S. dollars).
Domestic transactions decreased in Aerospace, Electronics & Multimedia due to unfavorable
performancesin IT-related sector. Wesk private consumption and a decline in market price as well
as reduction of low-€fficient transactions, aso resulted in a fdl in domestic transactions in Plant,
Automobile & Industrial Machinery, Energy, Metals & Minerds, and Construction & Realty. Import
transactions aso decreased in the Metals Mineral Resources sector. Export transactions decreased
compared to the same period of the last fiscal year in which large plant export transactions
contributed. Other than that, transferring the steel operations to a new equity-method affiliate,
Marubeni-Itochu Steel Inc., on October 1, 2001, aso had an impact on a decreasein total trading
transactions.

Income and Expenses

Gross trading profit decreased by 7.4% or 22.0 billion yen from the last fiscal year to 273.8 hillion
yen (2,233 million U.S. dollars) due to unfavorable performances in domestic IT-related sector, in
addition to the impact of transferring the steel operations to a new equity-method affiliate,
Marubeni-Itochu Steel Inc. last October.

Selling, general and administrative expenses decreased by 4.8% or 11.4 billion yen to 224.5 billion
yen (1,831 million U.S. dollars) due to reduction in domestic I T-related subsidiaries, and the impact
of transferring the steel operations to a new equity-method affiliate, Marubeni-ltochu Steel Inc. last
October.

As aresult, though provision for doubtful accounts improved, trading income decreased by 8.2% or
4.2 hillion yen to 46.4 billion yen (379 million U.S. dallars).



Interest expenses improved in the wake of the U.S. interest rates drop, and a further reduction of
interest-bearing debts. However, total financia expenses improved by only 1.1 hillion yen with a
decrease in dividends received from LNG-related investments.

In other income and expenses, profit on disposal of investments and marketable securities, net of
write-downs, dropped by 15.3 billion yen. In addition, the stronger yen at this first haf-end
compared to the last fiscal year-end incurred losses for revaluating monetary receivables and
payables in foreign currency, and as a result, other-net loss deteriorated by 3.5 hillion yen from the
same period of the last fiscal year. In the meantime, equity in earnings of associated companies
increased by 4.4 billion yen to 10.7 billion yen (88 million U.S. dollars) due to favorable
performances in food associated companies, in addition to the equity income of Marubeni-ltochu
Steel Inc., which has applied to equity-method since the latter half of the last fiscal year.
Consequently, net income decreased by 11.8% or 3.0 billion yen to 22.2 hillion yen (181 million U.S.
dollars).

Financial Conditions

Total assets as of September 30, 2002 decreased by 263.1 billion yen to 4,489.2 hillion yen (36,617
million U.S. dollars) from the last fiscal year-end, by the effect of stronger yen and continuous
further collections of receivables.

Cash flows from operating activities recorded net cash-inflow of 28.4 billion yen (232 million U.S.
dollars), whichis mainly generated by further collections of trade receivables. Net cash provided by
investing activities was 6.3 billion yen (62 million U.S. dollars) as a result of sales of investments
and collections of long-term receivables, while there were fresh payments for investments and long-
term loans for associated companies. Further reduction of interest-bearing debts, despite cash-inflow
provided by public stock offering this July, led to 70.0 billion yen (571 million U.S. dollars) of net
cash-outflow in financing activities.

As aresult, the current balance of cash and cash equivalent as of September 30, 2002 decreased by
39.6 hillion yen to 440.1 billion yen (3,590 million U.S. dollars) from March 31, 2002.

Note: The consolidated financial statements are expressed in yen and, solely for the convenience of
the reader, have been trandated into U.S. dollars at the rate of 122.60 yen = 1 U.S. dollars, the
exchange rate prevailing on September 30, 2002.



Consolidated Balance Sheets (Assets)
ITOCHU Corporation and Subsidiaries
September 30, 2002 and March 31, 2002

Y en U.S. dollars
Assets (millions) (thousands)
Sep.2002 Mar.2002 Sep.2002
Current assets.
Cash and cash equivalents..........c.ccoveeiie i, 440,146 479,734 3,590,098
TIMEdEPOSITS. .. oottt e e 43,385 18,599 353,874
Marketable SECUNtIES. .. ...ovui i e 37,292 51,165 304,176
Trade receivables :
(N[0 (=T 157,266 184,957 1,282,757
ACCOUNES. ..ottt et e e e e e e e e e eas 897,641 951,075 7,321,705
Allowance for doubtful receivables............................. (30,233) (35,187) (246,599)
Net tradereceivables. ..o 1,024,674 1,100,845 8,357,863
Due from associated COmMPanies..........cc.vveveieeieeenanannn, 95,024 96,477 775,074
117 0100 1= 417,573 426,028 3,405,979
Advancesto SUPPLIErS. ..o e 63,492 52,785 517,879
Other CUMTENt 3SSELS. ... u et et e e e e 258,423 293,420 2,107,855
Total CUMTENt @SSELS ...vvn et e 2,380,009 2,519,053 19,412,798
Investments and non-current receivables:
Investments in and advances to
associated COMPANIES. ... .ccvvneie et et iee e e e 464,964 453,490 3,792,529
Other INVESIMENES. ....v vt e 342,413 422 501 2,792,928
Other non-current receivables........cccoeve i 512,876 574,990 4,183,328
Allowance for doubtful items............covviie i, (220,342) (240,724) (1,797,243)
Net investments and non-current receivables ................ 1,099,911 1,210,257 8,971,542
Property and equipment, at cost :
1= o R 260,029 264,661 2,120,954
BUIIAINGS. .. e veeee v e e e e e e 293,016 307,057 2,390,016
Machinery and equipment.............ccovviiiiie i e 244,550 276,772 1,994,698
Furniture and fixXtures..........ccoooeii i 50,723 51,216 413,728
COoNSLruCtion iN ProgreSS. ... .cvvueee e e eeeee e aeeneaaeeenens 7,347 6,870 59,927
855,665 906,576 6,979,323
Less accumulated depreciation............ccocvvvviiiiiiiennnn. 269,131 277,888 2,195,196
Net property and equipMent ...........coovvevirinevininnenne, 586,534 628,688 4,784,127
Other assetsand deferred charges...........coooviviii i, 422,792 394,321 3,448,548
TOtaAl et 4,489,246 4,752,319 36,617,015
Note :

1. Consolidated balance sheets have been prepared in conformity with United States generally accepted accounting principles.
2. ITOCHU Corporation and its subsidiaries have adopted Statement of Financial Accounting Standards No.141

“Business Combinations’ (SFAS 141), and Statement of Financial Accounting Standards No.142 “Goodwill and

Other Intangible Assets’ (SFAS 142), since thisfiscal year.



Consolidated Balance Sheets (Liabilities and Stockholders Equity)
ITOCHU Corporation and Subsidiaries
September 30, 2002 and March 31, 2002

Y en U.S. dollars
Liabilitiesand Stockholders Equity (millions) (thousands)
Sep.2002 Mar.2002 Sep.2002
Current liabilities:
Short-term debt ..o, 515,324 504,616 4,203,295
Current installments of long-term debt................cccooveviennnn. 488,104 486,794 3,981,272
Trade payables:
NOtes and aCCEPLANCES. .. ... eeevre e ee e e vee v ee e vneeeeeees 168,095 196,301 1,371,085
ACCOUNES. ..ttt et e e e e e e e e e e aeaenes 767,852 791,713 6,263,067
Total tradepayables.........ccovviiiieiiiie e 935,947 988,014 7,634,152
Due to associated COMPANIES. .. ...c.uveeeiiieeveeveneeeenaniees 22,201 36,799 181,085
Incometaxes payable..........coveviie i e 11,765 20,050 95,963
AdVaNCES fFromM CUSLOMENS. .. ... vve e et eee e e eeaenens 61,962 59,126 505,400
Other current liabilities..........c.ooveiiii e 229,864 248,165 1,874,910
Total current liabilities ........ooooiviiii i 2,265,167 2,343,564 18,476,077
Long-term debt, excluding current installments................... 1,651,909 1,863,629 13,473,972
Accrued retirement and severance benefits......................... 18,609 18,366 151,786
Deferred incometaxes, NON-CUrrent........o.ccoveeeeieeieeeeeennnnnn, 10,613 12,600 86,566
MiNOTItY INTEIESES. .. vt et et e e e e eenen 112,406 116,492 916,852
Stockholders equity:
Common stock :
Authorized 3,000,000,000 shares;
Issued and outstanding
1,583,487,736 shares as of Sep.2002
1,425,487,736 sharesas of Mar.2002..............ccceeeevnnnns 202,241 174,749 1,649,600
Capital SUTPIUS ... e e e e e e e e e e 138,633 111,348 1,130,775
I o 1= Y= 3,271 3,410 26,681
Retained earnings (AefiCit).........ooevviiee e e 147,280 128,468 1,201,305
Accumulated other comprehensive income (10SS).................... (60,397) (20,264) (492,635)
TrEASUNY SEOCK ... .eiitie et e e e e e e (486) (43) (3,964)
Total stockholders equity .........ccoevvveeiiiiievieiiiiieieinenn 430,542 397,668 3,511,762
LI = N 4,489,246 4,752,319 36,617,015

The components of accumulated other comprehensive income (loss) were as follows:

Yen U.S. dollars
(millions) (thousands)
Sep.2002 Mar.2002 Sep.2002
Foreign currency trandation adjustments................... (55,845) (30,646) (455,506)
Minimum pension liability adjustments.................... (763) (739) (6,223)
Unrealized gains (losses) on securities...................... 2,570 17,446 20,962
Unrealized gains (losses) on derivative instruments...... (6,359) (6,325) (51,868)



Consolidated Statements of Income
ITOCHU Corporation and Subsidiaries
For the six months ended September 30, 2002 and 2001

Yen U.S. dollars
(millions) (thousands)
2002 2001 2002
Total trading transactions ..........cccoovviviii i e eans 5,074,942 5,894,952 41,394,307
Grosstrading Profit .........oovveviniiiii 273,788 295,787 2,233,181
Selling, general and administrative expenses ...........c........ 224,476 235,880 1,830,962
Provision for doubtful accounts ..............cocooviiiiiienene, 2,903 9,342 23,679
TradinginCome ........c.ciiiiiiii e e e, 46,409 50,565 378,540
Other income (expenses):
INtEreSt INCOME ... e e e 9,825 19,534 80,139
INEErESE EXPENSE ..t citiie et e e e e e (25,413) (39,766) (207,284)
DIVIAENS ....cv e e e e e e 4,793 8,321 39,094
Profit on disposal of investments and
marketable securities, net of write-downs...................... 9,616 24,934 78,434
Profit (loss) on property and equipment.................oee.e. (792) (3,687) (6,460)
OthEr-NEL... .o e e (4,630) (1,159) (37,765)
(6,601) 8,177 (53,842)
Income befor e income taxes,
minority interests and equity in earnings............... 39,808 58,742 324,698
Income taxes :
O (= | P 14,812 20,715 120,816
D = 0 = o 9,626 12,298 78,515
24,438 33,013 199,331
Income before minority interests
and equity in €arnings.........ccoveeveiivevinienineeenn, 15,370 25,729 125,367
MiINOrity INEEIrESES ... vuie et (3,881) (6,828) (31,656)
Equity in earnings of associated companies ..................... 10,747 6,322 87,659
NELINCOME ..t e e e e 22,236 25,223 181,370
Yen U.S.dollars
2002 2001 2002
Net income per ten common shares (basic) ................... 151 177 1.23
Net income per ten common shares (diluted) ................. 151 177 1.23

Note :

1. Consolidated statements of income have been prepared in conformity with United States generally accepted accounting principles.

2. ITOCHU Corporation and its subsidiaries have adopted Statement of Financial Accounting Standards No.141 “Business Combinations’
(SFAS 141), and Statement of Financial Accounting Standards No.142 “ Goodwill and Other Intangible Assets” (SFAS 142),
sincethisfiscal year.

3. Comprehensive income for six months ended September 30, 2002 and 2001 were loss of 17,897 million yen (146 million U.S.dollars)

and profit of 66,282 million yen, respectively.

4, “Minority interests” has been separately stated below “Income before minority interests and equity in earnings’ in the consolidated

statements of income since this fiscal year, which was previously included in “Income before income taxes and equity in earnings.”
Accordingly, consolidated statements of income for the six months ended September 30, 2001 were restated.



Consolidated Statements of Stockholders Equity
ITOCHU Corporation and Subsidiaries
For the six months ended September 30, 2002 and 2001

Common stock:
Balance at beginning of period
Issuance of common stock
Balance at end of period ..........covviiiiiiiii

Capital surplus:
Balance at beginning of period .............ccoccociiiiiii
I ssuance of common stock
Redistribution arising from sale by parent of common
stock of subsidiaries and associated companies
Balance at end of period..........ccoovvviiiiiii i,

Legal reserve:

Balance at beginning of period
Transfer from (to) retained earnings (deficit) ..................
Redistribution arising from sale by parent of common

stock of subsidiaries and associated companies
Balance at end of period .........ccovvviiiiiiiiii

Retained earnings (deficit):
Balance at beginning of period
Netincome ......ooevvveiii i e
Cash dividends

Balance at end of period

Accumulated other comprehensive income (10ss):
Balance at beginning of period
Other comprehensive income (l0ss)
Balance at end of period

Treasury stock:
Balance at beginning of period
Net inCrease (JECrEaSsE) ......vvevvviieviiieceiee e e
Balance at end of period

TOtAl oo

Comprehensiveincome (l0ss):
NEtinCome ......covvveiie i,

Transfer from (to) legal reserve
Redistribution arising from sale by parent of common
stock of subsidiaries and associated companies

Yen U.S. dollars
(millions) (thousands)
2002 2001 2002
174,749 174,749 1,425,359
27,492 - 224,241
202,241 174,749 1,649,600
111,348 112,691 908,222
27,285 - 222,553
- (1,016) -

138,633 111,675 1,130,775
3,410 2,614 27,815
(65) 902 (530)
(74 (104) (604)
3,271 3,412 26,681
128,468 108,421 1,047,863
22,236 25,223 181,370
(3,563) (7,127) (29,062)
65 (902) 530
74 1,120 604
147,280 126,735 1,201,305
(20,264) (81,535) (165,286)
(40,133) 41,059 (327,349)
(60,397) (40,476) (492,635)
(43) - (351)
(443) - (3,613)
(486) - (3,964)
430,542 376,095 3,511,762
22,236 25,223 181,370
(40,133) 41,059 (327,349)
(17,897) 66,282 (145,979)




Consolidated Statements of Cash Flows
ITOCHU Corporation and Subsidiaries
For the six months ended September 30, 2002 and 2001

Cash flows from operating activities:

LS ] 1o <N

Adjustments to reconcile net income (10ss) to net cash
provided by operating activities:

Depreciation and amortization .............ooviiiriie i i e
Provision for doubtful accounts ............ccccoiiiiii i

Net loss (profit) on marketable securities, investments,

property and eqQUIPMENT ..ot e e
Undistributed losses (earnings) of associated companies.................
Deferred iNCOMELaXES ......ovu ittt e e e e e e e
Other NON-Cash Charges ......vvvvri e e e e
Changeinassetsand liabilitieS .........ccove i e,

Net cash provided by (used in) operating activities...................

Cash flows from investing activities:

Net sale (purchase) of property and equipment .............oovevvvevniiennn.

Net decrease (increase) in investments in and advances to

aSSOCIAEd COMPANIES ... cvu e vt e e e e e
Net sale (purchase) of INVESIMENtS .........c.ovvv i e
Net collection (origination) of non-current receivables......................
Net decrease (increase) in time deposits and similar instruments ............
Net decrease (increase) in marketable securities.............cooeevve v,

Net cash provided by (used in) investing activities .....................

Cash flows from financing activities:

Net proceeds from (repayments of) long-termdebt ...........................
Net increase (decrease) in short-termdebt .........coovvvi i vienn.
Proceeds from issuance of common Stock .............coeiviviiiiiininnnne.

Effect of exchange rate changes on cash and cash equivalents..............
Net increase (decrease) in cash and cash equivalents.................o...ee.
Cash and cash equivalentsat beginning of period ..................cveee.
Cash and cash equivalentsat end of period .............ocoovviviiiii i,

10

Y en U.S. dollars
(millions) (thousands)
2002 2001 2002
22,236 25,223 181,370
16,729 17,257 136,452
2,903 9,342 23,679
(8,824) (21,247) (71,974)
(6,852) (2,955) (55,889)
9,626 12,298 78,515
13,635 5,308 111,215
(21,043) (31,254) (171,639)
28,410 13,972 231,729
(6,162) (8,370) (50,261)
(13,534) (34,662) (110,392)
30,442 13,936 248,303
13,989 52,274 114,103
(26,182) 251,012 (213,556)
7,795 237 63,581
6,348 274,427 51,778
(151,822) (86,446) (1,238,352)
31,740 (32,696) 258,891
54,777 - 446,794
(4,645) (3,027) (37,888)
(69,950) (122,169) (570,555)
(4,396) 2,482 (35,856)
(39,588) 168,712 (322,904)
479,734 274,936 3,913,002
440,146 443,648 3,590,098




Total Trading Transactions
ITOCHU Corporation and Subsidiaries

For the six months ended September 30, 2002 and 2001

Yen U.S.dollars
(millions) (thousands)
Type of Transaction: 2002 2001 2002
% %
Domestic 2,719,091 53.6 3,366,239 57.1 22,178,556
Import 601,019 11.8 642,447 10.9 4,902,276
Export 545,844 10.8 637,665 10.8 4,452,235
Offshore 1,208,988 23.8 1,248,601 21.2 9,861,240
Total 5,074,942  100.0 5,894,952 100.0 41,394,307
Yen U.S.dollars
(millions) (thousands)
Principal Products: 2002 2001 2002
% %
Textile 426,663 8.4 437,154 7.4 3,480,122
Plant, Automobile & Industria 776354 153 919551 15.6 6,332,415
Machinery
Aerospace, Electronics & Multimedia 389,339 7.7 476,462 8.1 3,175,685
Energy, Metals & Minerals 1,063,714 21.0 1,458,717 24.8 8,676,297
Chemicalss, Forest Products & 887,789 175 901,463 153 7,241,346
Genera Merchandise
Food 1,305,079 25.7 1,263,246 21.4 10,645,016
Finance, Realty, Insurance &
L ogistics Services, & other 226,004 4.4 438,359 7.4 1,843,426
Total 5,074,942  100.0 5,894,952 100.0 41,394,307
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Segment I nfor mation

ITOCHU Corporation and its subsidiaries are engaged in awide range

of diversified businesses which includes:

general trading operations both domestic and overseas;
providing financial services to customers and suppliers;

planning, arranging and coordinating industrial projects in connection

with general trading;

and investing in fields of resource development, advanced technology,

information and multimedia.

ITOCHU Corporation and its subsidiaries have introduced
the division company system, and information on operating segments
(for 2002 and 2001) are stated according to this system.

Thissystemisused for decisionsin operations or evaluations
by the management.

Information concerning operations in different operating segments for the six months ended September 30, 2002 and 2001 was as follows:

Trading transactions:
Unaffiliated customers
and associated companies................
Transfers between operating segments ...
Total trading transactions.................

Grosstrading profit ...........cccoeevees
Trading income (10SS) .......oovvevvinnnnn.
Net income (10SS) ......ovvvvvvieieeiiiinnannn,

Identifiable assets at September 30 ........

Trading transactions:
Unaffiliated customers
and associated companies................
Transfers between operating segments ...
Total trading transactions...............
Grosstrading profit ............cccovevieens
Trading income (10SS).........ccccvviiiinnns.
Net income (10SS) .......covvevivieeiinienn.
Identifiable assets at September 30 .........

Identifiable assets at March 31, 2002.......

Trading transactions:
Unaffiliated customers
and associated companies................
Transfers between operating segments ...
Total trading transactions.................
Grosstrading profit ..........ccocovvviiennnnns
Trading income (10SS) .........vvvvveivnnnnn.
Netincome (10SS) .ovoevveeieiiiniene

Identifiable assets at September 30 ........

2002
Yen (millions)
Plant, Aerospace, Energy, Chemicals, Finance, Other,
Textile Automobile  Electronics Metals & Forest Food Redlty, Adjustments
& Industria & Multimedia  Minerals Products Insurance Consolidated
Machinery & Genera & Logistics Eliminations
Merchandise
426,663 776,354 389,339 1,063,714 887,789 1,305,079 111,362 114,642 5,074,942
1,406 28 64 481 3,919 123 356 (6,377) -
428,069 776,382 389,403 1,064,195 891,708 1,305,202 111,718 108,265 5,074,942
43,022 24,572 44,140 16,090 43,582 66,896 15,499 19,987 273,788
7,926 1,418 6,048 7,045 10,507 14,453 922 (1,910) 46,409
4,240 2,184 11,290 4,743 3,109 11,884 (4,868) (10,346) 22,236
371,710 511,454 440,735 410,387 525,885 659,452 707,048 862,575 4,489,246
2001
Yen (millions)
Plant, Aerospace, Energy, Chemicals, Finance, Other,
Textile ~ Automobile  Electronics Metals & Forest Food Redlty, Adjustments
& Industrial & Multimedia  Minerals Products Insurance & Consolidated
Machinery & General & Logistics Eliminations
Merchandise
437,154 919,551 476,462 1,458,717 901,463 1,263,246 293,867 144,492 5,894,952
1,264 388 1,832 591 14,048 72 1,566 (19,761) -
438,418 919,939 478,294 1,459,308 915,511 1,263,318 295,433 124,731 5,894,952
40,396 25,419 56,959 35,357 41,033 64,392 15,506 16,725 295,787
8,565 (1,465) 15,450 12,469 7414 13,830 (2,154) (3,544) 50,565
3,880 (1,490) 19,129 5,769 1,034 8435 532 (12,066) 25,223
381,546 589,093 516,245 674,166 597,151 712,827 811,119 780,133 5,062,280
384,147 588,062 526,177 401,628 532,734 665,071 773,374 881,126 4,752,319
2002 U.Sdollars
(thousands)
Plant, Aerospace, Energy, Chemicals, Finance, Other,
Textile ~ Automobile  Electronics Metals & Forest Food Redlty, Adjustments
& Industrial & Multimedia  Minerals Products Insurance & Consolidated
Machinery & General & Logistics Eliminations
Merchandise
3,480,122 6,332,415 3,175,685 8,676,297 7,241,346 10,645,016 908,336 935,090 41,394,307
11,468 228 522 3,923 31,966 1,004 2,904 (52,015) -
3,491,590 6,332,643 3,176,207 8,680,220 7,273,312 10,646,020 911,240 883,075 41,394,307
350,914 200,424 360,033 131,240 355,481 545,644 126,419 163,026 2,233,181
64,649 11,566 49,331 57,463 85,702 117,888 7,520 (15,579) 378,540
34,584 17,814 92,088 38,686 25,359 96,933 (39,706) (84,388) 181,370
3,031,892 4,171,729 3,594,902 3,347,366 4,289,437 5,378,891 5,767,113 7,035,685 36,617,015
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Information concerning operations in different geographical areas for the six months ended September 30, 2002 and 2001 was as follows:

2002
Yen (millions)
North Other Eliminations
Japan America Europe Asia Areas or Consolidated
Unallocated
Trading transactions:
Unaffiliated customers
and associated COmMPanies .................... 3,981,464 270,374 78,023 645,816 99,265 - 5,074,942
Transfers between geographical areas ......... 481,470 98,131 17,299 488,317 152,674 (1,237,891) -
Total trading transactions .................... 4,462,934 368,505 95,322 1,134,133 251,939 (1,237,891) 5,074,942
TradinginCome ..........c.ovviviiiiiiiiieees 33,691 4,277 1,363 2,173 4,905 - 46,409
Identifiable assets at September 30 ............. 3,815,442 375,829 168,579 234,636 232,973 (338,213) 4,489,246
2001
Yen (millions)
North Other Eliminations
Japan America Europe Asia Areas or Consolidated
Unallocated
Trading transactions:
Unaffiliated customers
and associated COMPanies .................... 4,706,532 354,662 100,387 635,615 97,756 - 5,894,952
Transfers between geographical aress ......... 500,646 103,779 25,862 340,832 105,918 (1,077,037) -
Totd trading transactions .................... 5,207,178 458,441 126,249 976,447 203,674 (1,077,037) 5,894,952
Trading iNnCoOMe.........ouvviiiiiieiieiee e, 33,727 6,987 2,162 3,241 4,448 - 50,565
Identifiable assets at September 30 ............. 4,148,915 475,437 200,593 233,877 268,469 (265,011) 5,062,280
Identifiable assets at March 31, 2002 .......... 3,990,540 431,938 196,171 207,049 286,810 (360,189) 4,752,319
2002 U.S.dollars
(thousands)
North Other Eliminations
Japan America Europe Asia Areas or Consolidated
Unallocated
Trading transactions:
Unaffiliated customers
and associated CompPanies .................... 32,475,237 2,205,334 636,403 5,267,667 809,666 - 41,394,307
Transfers between geographical areas ......... 3,927,161 800,416 141,101 3,983,010 1,245,302 (10,096,990) -
Total trading transactions .................... 36,402,398 3,005,750 777504 9,250,677 2,054,968 (10,096,990) 41,394,307
TradinginCome ..........c.ovviviiiiiiiiieees 274,804 34,886 11,118 17,724 40,008 - 378,540
Identifiable assets at September 30 ............. 31,121,060 3,065489 1,375033 1,913,834 1,900,269 (2,758,670) 36,617,015
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Fair Value of Financial I nstruments
I TOCHU Corporation and Subsidiaries

Securities

ITOCHU Corporation and its subsidiaries have adopted Statement of Financial Accounting Standards No.115 “Accounting for Certain
Investments in Debt and Equity Securities” (SFAS 115). Thus the securities classified as available-for-sale securities would be reported

at fair value on the balance shests.

The cost, gross unrealized holding gains and losses and fair value of those available-for-sale securities as of September 30, 2002 and March

31, 2002 were as follows:

Sep. 2002
Gross Unrealized Gross Unrealized
Cost Holding Gains Holding Losses Fair Vaue
Yen U.Sdollars Yen U.Sdollars Yen U.Sdollars Yen U.Sdollars
(millions) (thousands) (millions) (thousands) (millions)  (thousands) (millions)  (thousands)
Available-for-sale:
Current: Equity securities - - - - - - - -
Debt securities 1,559 12,716 2 16 22 179 1,539 12,553
1,559 12,716 2 16 22 179 1,539 12,553
Non-current: Equity securities 139,244 1,135,759 24,378 198,841 16,821 137,202 146,801 1,197,398
Debt securities 20,562 167,716 23 188 830 6,770 19,755 161,134
159,806 1,303,475 24,401 199,029 17,651 143,972 166,556 1,358,532
Mar. 2002
Gross Unrealized Gross Unrealized
Cost Holding Gains Holding Losses Fair Vaue
Yen Yen Yen Yen
(millions) (millions) (millions) (millions)
Available-for-sale:

Current: Equity securities - - - -

Debt securities 887 10 - 897

887 10 - 897

Non-current: Equity securities 186,209 58,068 20,515 223,762

Debt securities 33,173 42 1,817 31,398

219,382 58,110 22,332 255,160

Derivative financial instruments
ITOCHU Corporation and its subsidiaries have adopted Statement of Financial Accounting Standards No.133 “Accounting for Derivative
Instruments and Hedging Activities” (SFAS 133) and Statement of Financial Accounting Standards No.138 “Accounting for Derivative
Instruments and Hedging Activities, an Amendment of SFAS 133" (SFAS138). Thus those derivative financial instruments would be reported

at fair value on the balance shests.

The contracts or notional amount, carrying amount, and estimated fair value of derivative financial instruments held as of September 30,
2002 and March 31, 2002 were as follows:

Foreign exchange contracts

(inclusive of currency swap agreements):

To sl foreign currencies
To buy foreign currencies
Interest rate swap agreements

Interest rate option agreements

Foreign exchange contracts
(inclusive of currency swap agreements):
To sl foreign currencies
To buy foreign currencies
Interest rate swap agreements
Interest rate option agreements

Sep. 2002
Contracts or Carrying Estimated
Notional Amount Amount Fair Vaue
Yen U.Sdallars Yen U.Sdallars Yen U.S.dallars
(millions) (thousands) (millions) (thousands) (millions) (thousands)
127,573 1,040,563 (2,076) (16,933) (2,076) (16,933)
243,407 1,985,375 3,998 32,610 3,998 32,610
1,847,799 15,071,770 22,921 186,958 22,921 186,958
109,373 892,113 106 865 106 865
Mar. 2002
Contracts or Carrying Estimated
Notional Amount Amount Fair Vaue
Yen Yen Yen
(millions) (millions) (millions)
105,439 (2,355) (2,355)
263,723 7,722 7,722
1,882,335 26,141 26,141
110,842 223 223
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Forward Looking Statements

Statementsin this financial reports with respect to ITOCHU’ s plans, strategies,
forecasts and other statements that are not historical facts and forward-looking
statements that are based on management’ s assumptions and beliefs based on
information currently available and involve risks and uncertainties. Factors that could
cause actual resultsto differ materially from such statements include, without
limitation, global economic conditions, demand for and competitive pricing pressure
on products and services, ITOCHU'’ s ability to continue to win acceptance for its
products and services in highly competitive markets, and currency exchange rate
fluctuations.
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