


Vitro, S.A. de C.V. (NYSE: VTO; BMV: VITROA), through its subsidiary companies,
isoneof thews "' 1, " | glass producers and an important household
appliance manufacturer. Vitro is a major participant in four principal businesses:
flat glass, glass containers, glassware and household products. Its subsidiaries
serve multiple product markets, including construction and automotive glass;
fiberglass; food and beverage, wine, liquor, cosmetics, and pharmaceutical glass
containers; glassware for commercial, industrial and retail uses; household
plastic and aluminum containers. Vitro also produces raw materials,
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terrey, Mexico-based Vitro has joint ventures with

industry leaders th

markets, distribution channels and
Vitro's subsidiaries have facilities and distribution centers in seven countries,
South America, and Europe, and export to more
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The worldwide economic downturn was far more
severe than anyone originally anticipated. But, we are

cautiously optimistic that the economic environment

will improve in the near term.

Despite today's relatively cloudy economic outlook,
we are holding our own. The negative near-term
economic picture has not impacted our long-term
strength and stability. To the contrary, we are better
positioned today, than we were a year aqo, to deal
with a tough - some might say hostile - global
business environment.

Our executive team is making the right decisions
to maximize Vitro's value for you. We managed
to increase consolidated sales in U.S. dollar terms,
while lowering debt and our weighted average
interest expense from 2000. Though operating
cash flow [EBITDA] was down, it did not decline
substantially given the macroeconomic environment
- remaining above US$500 million. And, we are
proactively working to improve Vitro's cost structure,
including capitalizing on dropping il prices to
lower energy costs.

Our commitment to strengthening Vitro's
financial structure is not closing our eyes to strategic
windows of opportunity. Through our acquisition of
Spain’s Cristalglass, we are now able to penetrate
Europe’s growing construction glass market. The
Mexico-Europe Free Trade Agreement, which went
into effect on July 1, 2000, is giving us, and other
Mexico-based companies, access — through exports
and direct investments — to a market of more than
350 million consumers with a per capita income of
more than US$20,000 per year.

Our recent agreement in principle with AFG
Industries Inc., a subsidiary of Asahi Glass Co. Ltd.,
reflects another potentially lucrative window of
opportunity, especially in light of NAFTA. This new
50/50 joint venture with one of the world's leading
glass manufacturers will convert an existing Glass
Containers' facility to produce and supply float
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glass for the U.S., Canadian and Mexican flat

glass markets. NAFTA is a proven catalyst of trade
and business development; it also helps offset
domestic economic downturns. Hence, we are
taking full advantage of commercial and investment
opportunities that emerge from continuing economic
globalization.

Looking forward, we see a more mature Mexican
economy that is progressively de-linking from Latin
America. To the credit of the current and past
administration, what Mexico is experiencing today
is a down economic cycle, not an economic crisis.
The network of Free Trade Agreements with 32
countries places Mexico in a positive position - in
a highly competitive and inter-connected economic
environment - to face and more rapidly recover
from a worldwide recession. The fiscal and monetary
policies that the current administration is
implementing have reduced the Mexican economy’s
vulnerability to the uncertainty that has recently
prevailed in the international financial markets.
Inflation is 4.4 percent, average real interest
rates are 8.4 percent, foreign direct investment has
risen, and economic analysts expect that GDP will
gradually recover to around 1.0 percent for 2002.
While we are concemed with the U.S. slowdown and
the pace of recovery, we are confident in Mexico's
solid economics.

More importantly, we are confident that Vitro
possesses the fundamentals to capitalize on
strategic windows of opportunity, and to maximize
value for you.

Sincerely,

S Al

Adrian Sada G.
Chairman of the Board
Vitro, S.A. de C.V.
February 28, 2002
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Q' How do Vitro's businesses offer a i

stronger platform from which to growth?
Our core businesses have leading positions
in Mexico and a growing international
presence through exports and sales from
subsidiaries in Europe, North, Central and South
America. Their longstanding joint ventures with

Q what steps has Vitro taken to align

management and employees’ interests

with those of its shareholders?

A Wehave taken several steps. For example,
our variable compensation program links

top executives’ annual bonuses to shareholder

value creation.

world-class manufacturers and industry leaders ~ —
Pilkington [UK], Solutia [USA], Visteon [USA],
Owens Corning [USA], Rexam Beverage Can of
the Americas [USA], Kimble [USA], Libbey [USA],
Cerveceria Centroamericana [Guatemala] and
Cerveceria de Costa Rica [Costa Rica], and
Whirlpool [USA], afford important access to
international distribution channels and cutting-edge
technology. In 2001, 47 percent of our consolidated
revenues of more than US$3.0 billion were
generated outside of Mexico, with approximately
70 percent of their sales denominated in or linked
to the U.S. dollar.

Q@ What does Vitro's debt structure
look like?
Al Approximately 57 percent of Vitro's debt is
long-term with an average life of 2.7 years.
The rate composition of Vitro's debt is: fixed rate
53 percent, floating rate and fixed spread 25
percent, and market conditions 22 percent. The
way Vitro's debt is structured enables us to pay
debt with operating cash flow [EBITDA].

o Q vito is changing its corporate

identity; why now?

AT Quite frankly, Vitro's current identity, like a
well-worn suit, no long fits who we are and

where we are going. As Vitro enters 2002, we will

have completed a year of far-reaching structural

and management changes that have made us a

more unified, leaner company.

An important next step is to consolidate our
corporate brand in a way that reflects how we
envision Vitro today and into the future, and cuts
through the clutter of competing products and
services to establish a more intimate bond with
our customers. More than just a logo, tagline or
mission statement, our corporate brand is a
promise; a promise we make to you, our
customers, employees and communities. It is a
promise that we will keep because it will be firmly
based on Vitro's foundations, its distinctive quality,
culture, technology and team of highly dedicated
people; the strengths that make up Vitro.

Furthermore, last year Vitro entered into various
transactions to lock-in lower interest rates.

' What immediate steps is Vitro
taking to enhance liquidity and extend
its debt profile?
A We are undertaking several measures to
reduce Vitro's cost of capital, and to extend
and improve the company’s debt profile. In August
2001, we executed a US$235 million credit facility.
This loan served to refinance more expensive
short-term debt, matures in five years, amortizes
periodically and has an average life of two and
one-half years.

M Q  What are vitro's objectives for 20027

A Ourmain objective is to capitalize on our

° fundamentals to maximize shareholder
value in a still challenging economic environment.
Specifically, consistent with our financial objectives,
we aim to maintain sound financial ratios, and
refinance and/or extend short-term debt. We look
to strengthen our balance sheet, using surplus
operating cash flow and cash from the sale of
non-strategic assets. We will work to optimize the
organization’s cost structure to increase margins
and operating cash flow [EBITDA] generation. And,
with a close eye on our financial structure, we look
to grow our businesses organically and through
selective strategic and accretive investments. Unless
we identify specific investments that satisfy our

criteria, we will use surplus operating cash flow
[EBITDA] to pay down debt.

L.

q What about Vitro’s commitment to

sustainable development?
A We are dedicated to achieving a balance
between profitable economic growth
and environmental preservation. At Vitro, our
commitment to excellence requires every
employee, starting with me, to take necessary
action to foster and carry out the principles of
sound environmental management. While we
are pleased with our progress, we know that
we can continuously improve every facet of our
performance. Sustainable development is the
objective that we set for ourselves, and it is
the goal that we are committed to meet.










Vitro’s Operating
Strengths Poise It for
Profitable Growth

and Value Creation

Our goal is to maximize shareholder value through sustained and profitable
growth in our core businesses, consistent with our financial objectives. To
improve our operating efficiency, we have consolidated our business units.
Together, these businesses constitute our best sustainable long-term growth
platform. Our participation in distinct businesses and our international customer
base ~ in 70 countries - help us to minimize our exposure to individual industry
or market downturns. This diversified business portfolio also builds on Vitro's
operating foundations. These foundations - our dedicated human resources,
manufacturing flexibility, technology development, extensive distribution
network and long-standing commercial relationships, customization and product
guality - enable us to respond to market demand and to serve our customers’
changing needs.

We aim to maintain our businesses leading positions in the Mexican market
and to increase sales to the Americas and Europe. In line with our financial
objectives, we intend to achieve this aim by maximizing our production
efficiency, developing new value-added product lines within our core businesses,
enhancing and establishing new relationships with key customers and partners
that complement our longstanding joint ventures.
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Vitro Is Building
The Financial Foundations

For Value Creation

Our corporate objective is to work together as one company ~ one Vitro - not
as several decentralized business units. A leaner, more centralized organizational
structure will not only increase our efficiency, but also afford us the flexibility to
strengthen our financial and operating position.

Vitro is focusing again on its core businesses and, by doing so, strengthening
its portfolio. Taking into account today’s difficult economic environment, as
opportunities arise Vitro continues to pursue the divestiture of non-core assets,
using the proceeds to improve its financial ratios. Last year, proceeds from
divestitures amounted to US$25 million.

In an effort to improve our cost structure, corporate staff was reduced by
20% across the organization during 2001. Although painful, this measure has
started to yield results. And, we plan to take similar measures this year.

We are further aligning our culture and operating processes with electronic
and Internet-based tools. Since 1997, we have employed digital solutions to
reshape and improve our core business platform. Our e-business initiatives
represent strategic operating resources that extend across the value chain
to improve the relationship between our business processes and product
development, to strengthen our supply chain management, and to enhance
our customer relationship management.
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“Vitro sets an example for other companies

| to follow. We enjoy working with a company ;

that shares our priorities and ultimate commitment

Flat Glass’ fundamentals position
it for profitable growth.

Flat Glass is the leader in Mexico, a market with
low per capita consumption and upside growth
potential. Flat Glass is also an increasingly strong
player in the United States, Latin America and
Europe, with its consolidation of VVP America and
Harding Glass, its acquisition of Spain’s Cristalglass,
and its agreement in principle to establish a joint
venture with U.S.-based AFG Industries, Inc. The
unit’s world-class partners, growing international
distribution and trading network, and healthy

balance sheet position it well for profitable growth.
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l| to quallty,” says Arturo Elias, President and Managing Director for GM, Mexico.

2001 Results
In 2001 Flat Glass accounted for 37% and 38%
of Vitro's consolidated net sales and EBITDA,
respectively. Net sales were US$1,134 million, a 7%
increase in dollar terms and a 1% rise in constant
pesos; the May consolidation of Cristalglass' sales
offset the continued slowdown of the U.S. and
Mexican economies, The strength of the Mexican
peso and U.S. auto OEMs' partial plant shutdowns
in the wake of the September 11th tragedy
negatively affected exports, especially to the
U.S. market.

EBITDA was US$194 million, a 12% decrease
in dollar terms and an 18% drop in constant pesos.
Year-over-year, profitability declined primarily






“Our close relationship with Vitro has helped us to W

I

make Corona Extra the number-one selling beer in

says René Saracho, Director, Procurement & Imports,Grupo Modelo's Mexico City brewery.

Niche strategy and agility are key

to containers’ resiliency.

Glass Containers is a leader in Mexico and Central
America, with a diverse customer base. The unit’s
demonstrated ability to move faster and satisfy
smaller orders more efficiently than its larger
competitors enables it to capture niche market
opportunities.

The unit further benefits from growing exports.
And, through Vitro's packaging and capital goods
operations, it now offers its customers a wider array

of packaging products and services.
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Mexico and the country's leading export brand,”

2001 Results

In 2001 Glass Containers accounted for 33% and
39% of Vitro's consolidated net sales and EBITDA,
respectively. Net sales were US$1,006 million, a 3%
year-overyear increase in dollar terms, but a 3%
decrease in constant pesos, due to the strong peso.
Approximately 64% of unit sales were domestic,
25% exports and 11% through international
subsidiaries. The sectorial composition of these
sales was Calizo 70% [which is the glass containers
operations in Mexico and the USAJ; Grupo Vical 10%
[which is the glass containers operations in Central
and South America]; Alcali 8% [which manufactures
soda ash and diverse raw materials); Vancan 7%
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“Vitro has an excellent service attitude; their people are

always looking out for me to ensure that I have the

right selection of quality products that fit my costumers’

7
needS, says Mitsunori Hokuto, Store Manager, Soriana San Pedro; Nuevo Ledn, Mexico.

Fragmented industry and new
costumer-centric products

poise Glassware for growth.

Glassware operates in a fragmented global
industry with few dominant players. It is
Mexico and Central America’s market leader
and, through its joint venture with the United
States’ biggest glassware producer, Libbey,
has a strong presence in North America.
Glassware further boasts an extensive
distribution capability and a widening array
of quality products and services. By realigning
and broadening its product portfolio to better
meet customers’ needs, and expanding its
relationship with Libbey, Glassware is poised
for organic and geographic growth.
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2001 Results
In 2001 Glassware accounted for 9% and 12% of
Vitro's consolidated net sales and EBITDA,
respectively. Net sales volume declined 14% mainly
as a result of the slowing U.S. and Mexican
economies and low-price imports from different
countries, arising from the strength of the Mexican
peso. Net sales were US$274 million, a 7%
decrease in dollar terms and a 13% drop in
constant pesos. Approximately 71% of Glassware's
sales were domestic and 29% exports. Exports were
US$80 million, a 10% drop from 2000. The global
economic slowdown and strong peso largely led to
dedlining export sales.

EBITDA was US$60 million, a 19% decline in
dollarterms and a 24% decrease in constant
pesos. The real appreciation of the peso and lower






Quality, well-known brands
are the name of the game
at Acros Whirlpool.

Acros Whirlpool offers customers and
consumers a complete range of recognized,
brand-name appliances and services,

such as Acros, Supermatic, Crolls, Whirlpool,
KitchenAid, Estate and Roper. It also
manufactures Bluepoint, Tropigas and
Kenmore brand appliances and related
components. An important participant in
Mexico’s appliance market, Acros Whirlpool
exports to the United States, Central and
South America.
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“I enjoy shopping with my daughter for quality
Acros-brand appliances,” sus Lz waria carza. “The new
electronic module offers handy access to product

information at just the touch of a finger.”

2001 Results

Unit sales at Acros Whirlpool continued to grow. In
2001 Acros Whirlpoo! accounted for 21% and
15% of Vitro's consolidated net sales and EBITDA,
respectively. Net sales grew to U5$629 million, an
11% year-over-year increase in dollar terms and a
3% rise in constant pesos.

Approximately 66% of the unit’s sales were
domestic and 34% exports. The sales breakdown
was 50% refrigerators, 26% washers, 20% ranges,
and 4% related components. Exports amounted to
US$212 million, a 26% increase from 2000. Exports
particularly benefited from increased shipments of
refrigerators to the U.S,, despite the nation’s
economic downturmn,







Quality Is Fundamental
to Vitro’s Growth
and Sustainable

Development.

Environmental Quality

Vitro's goal is to be a national leader in
environmental quality, to take a prominent

role in this area and to consolidate its integration
into the company’s business model. Vitro’s
environmental philosophy is based on three
fundamental principles: [1] Environmental
responsibility. minimizing the company’s impact
on the environment, while meeting the needs of
customers and consumers; {2] Eco-efficiency:
implementing best environmental practices and
technology; and (3] Transparency: communicating
the company’s environmental performance openly
with its people, its communities and the general
public. In accordance with this philosophy, Vitro has
established environmental programs in coordination
with the relevant governmental agencies.
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Clean Industry

Vitro undertakes many of its environmental efforts
voluntarily, recognizing that doing the right thing
is good for the environment and for business. In
1998 the company began conducting voluntary
environmental audits. To date, 29 of Vitro's
operations have been audited, 16 of these facilities
have received the governments Clean Industry
Certificate, and 13 are expected to earn this
certification in the near future.

Eco-Efficiency

Environmentally sound"sgfutions simply make good
business sense; energy conservation, water
management and emissions reduction protect the
environment, and offer the company important
competitive advantages.

Operating Quality
Vitro received the lbero-American Quality Award
for the second consecutive year. Among a field
of companies from Latin America, Spain and
Portugal, Vitro's Vidriera Los Reyes and Vitro Flex
subsidiaries received this award due to their
outstanding quality standards and their continued
commitment to total quality, through Vitro's AST
Management Model.

Also, the President of Mexico presented a Vitro
subsidiary with the National Technology Award;
this year the automotive products area of Vitro's






MD&A

Management’s Discussion and Analysis of Financial Condition

Overview

Vitro, S.A. de C.V, through its subsidiary
companies, is a diversified glass and household
products manufacturer with a leading share of
Mexico's flat glass, glass containers, glassware
and household appliance markets. It has a strong
international presence through exports to 70
different countries and sales from operating
subsidiaries in Europe, North, Central and South
America. In 2001, 47% of the company’s
consolidated revenues were generated outside of
Mexico, through foreign operations and exports.
Close to 70% of Vitro’s 2001 net sales were either
denominated in or linked to the U.S. dollar.
Long-standing joint ventures with world-class
partners and industry leaders Pilkington, Solutia,
Visteon, Owens Corning, Rexam Beverage Can
of the Americas, Kimble, Libbey, Cervecerfa
Centroamericana and Cerveceria de Costa Rica,
and Whirlpool, gives the company access to
state-of-the-art technology and important

distribution channels.
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2001 Consolidated Results

Increased sales in U.S. dollars from Vitro's Flat
Glass, Glass Containers and Acros Whirlpool
businesses partially countered the negative effect
of the strong peso [year-over-year exchange rate
appreciation of 4.6% and inflation of 4.4%)],
increased domestic price competition in certain
business units, and product substitution.

EBITDA decreased 8.1% in U.S. dollars and
14.4% in constant pesos as a result of the global
economic recession, continued price competition,
and the impact of the strong Mexican peso on
export sales margins and the consolidated sales
of Vitro's most dollar exposed businesses. For
the year, Vitro's non-cash items were offset by
lower net financial expenses and taxes to produce
positive net income of US$62 million or
Ps. 577 million.




Sales

Additional sales from the Cristalglass acquisition,
improving year-over-year container pricing and
rising refrigerator exports to the U.S. fueled
increased sales at Vitro's Flat Glass, Glass
Containers and Acros Whirlpool businesses. The
slowdown of the U.S. and Mexican economies,
as well as the strong Mexican peso, led to lower
product demand, particularly in Glassware’s
consumer and industrial sectors. Overall, 2001
consolidated sales were US$3.0 billion or

Ps. 28.2 billion, a 5.1% year-over-year increase in

dolfar terms and a 1.5% decline in constant pesos.

EBITDA

Despite difficuft market conditions in Mexico and
the United States, Vitro generated total EBITDA of
US$513 million or Ps. 4.9 billion, an 8.1% decline
in dollar terms and a 14.4% yearover-year drop in
constant pesos. This decrease resulted from the
global economic slowdown, the aftermath of

September 11th, the impact of the strong
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Mexican peso [approximately 70% of Vitro's sales
are directly or indirectly linked to the U.S. dollar,
with Flat Glass having the largest exposure at 87%
of sales], and some payments [including workers’
bonus] made in lieu of profit sharing to workers,
due to administrative restructuring in some of our

businesses.

Financial Expenses

Vitro's decreased financial expense resulted from
lower interest rates on the company’s debt and
certain hedging transactions undertaken by Vitro.
Vitro's weighted average interest cost declined to
9.1%, versus 10.3% for 2000. Because of the
Mexican peso’s appreciation and lower inflation,
Vitro recorded an exchange gain, and a lower gain
from monetary position, that resulted in a total
financing cost of US$67 million or Ps. 651 million,
which compares positively to US$114 million and

Ps. 1,196 million a year ago.






US$4 million. This brings the total amount of
management’s planned divestitures [since 1999]
to US$65 million.

AFG Industries Joint Venture

On November 1, 2001, Vitro announced that its
Vitro Plan subsidiary agreed in principle to establish
a 50/50 joint venture with AFG Industries, Inc., a
subsidiary of Asahi Glass Co., Ltd., to transform an
existing container glass facility to a float glass plant
in Mexicali, Mexico. This joint venture is still subject
to the negotiation and execution of final
agreements, and obtaining approvals typical to
these types of transactions. In year 2003, the
venture plans to begin production, supplying the

US., Canadian and Mexican markets.

Syndicated Loan Facility

On August 14, 2001, Vitro, through its Compafia
Vidriera subsidiary, entered into a syndicated credit
facility, providing new financing in the aggregate
principal amount of US$235 million. The facility
was led by HSBC and Citibank and exceeded initial

subscription efforts of US$200 million. Intended Crlstalglass AC(]UISIUOH

to refinance more expensive short-term debt In May 2001, Vitro, through its Flat Glass business

lindluding holding company debt], the loan unit, completed the acquisition of a 60% interest

matures in five years, amortizes periodically and of Spain-based Cristalglass, a company with annual

has an average lfe of two and one-half years. sales of approximately US$60 million. Cristalglass,

which processes, distributes and sells flat glass for

Corporate Reorganization
On July 13, 2001, Vitro announced a

the construction industry, is welt positioned in
Europe and will improve Flat Glass' ability to export
reorganization that involved the creation of an and distribute float glass in this important market.
Executive Committee comprised of the company’s

Chief Executive Officer, the Chief Operating Officer,

and the Chief Corporate Officer. As part of its

effort to improve performance and

competitiveness, Vitro reduced its corporate and

administrative staff by approximately 1,000

employees. As a means to improve operating

efficiency, effective October 2001, the company

further consolidated its operations in four business

units: Flat Glass, Glass Containers, Glassware and

Acros Whirlpool. As part of this consolidation, Vitro

integrated strategic businesses from the former

Diverse Industries unit into its four continuing

businesses.
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Architectural glass satisfies the needs
of the construction and furniture industries. It is
used in a wide variety of products for the interior
and exterior of commercial, industrial and

residential buildings.

The AST Model atiows vito 10 develop

its competitive advantages, to institutionalize its
business management, and to increase customer,
employee and shareholder value. It further enables
Vitro to maintain a harmonious relationship with
its communities and surrounding environment,

to continuously improve the company’s processes,
products, services and results, and to anticipate

and rapidly respond to environmental changes.

Bulletproof glass’ thickness and

lamination provide protection from gun shots.

Fiberglass 15 a fibrous glass that is principally
used for insulation and as a reinforcing agent in
plastics. An excellent sound and thermal insulator,
it is commonly used in buildings, appfiances and

plumbing.

Float glass is the modern method of
making flat glass products like windows and
mirrors. in the float glass process, molten glass
pours over the lip of a broad spout, passes
between rollers, and fioats over a bath of

molten tin in a steel container.

HTL (or high definition label)

provides required adherence. After it is applied to
the glass, the label is heat transferred to the

container.

Insulated glﬂSS is composed of two glass
sheets joined by an aluminum separator, forming a
hermetic air space to keep exterior heat and noise

out, and prevent the loss of indoor heat n winter.

Laminated safety glass  mad
through a rolling process involving two sheets of
annealing glass and a flexible plastic intermediate
film of polyvinyl butyral (PVB) Because of its
shatterproof properties (adhesion to the plastic
film in case of breakage), which protect a vehicle’s
occupants from glass fragments, laminated glass

is mainly used for automotive windshields.
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Soda ash, or commercial anhydrous sodium
carbonate, is available in light and dense varieties,
which differ in their granulation and apparent
density. Soda ash is able to slowly and partially
absorb atmospheric humidity to form sodium

bicarbonate and other hydrates.

PVB (polyvinyl butyral) film
is used to manufacture laminated glass for

windshields and architectural glass.

Tempered glass i formed by initally
heating a cut and polished glass sheet to
approximately 650 °C. At this temperature,
the glass reaches its required curving and is

immediately aircooled.
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High Low High Low
First Quarter 3.50 2.38 11.30 7.40
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