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Abstract

The present study makes a detailed analysis of Sport Lisboa and Benfica SAD
(SLBEN). The need to carry out this study is related to the constant growth of the
Football Industry, with the sporting hegemony achieved by Sport Lisboa and Benfica
and also with the objective drawn by the Directors of the company that intend to make
a major change in its capital structure. The entire study follows the standards and
recommendations of the CFA Institute.

In order to carry out this study, all information available as of September 7, 2017 has
been taken into account, and any information or events related to Benfica SAD or to
the surrounding market after this date has no impact or relevance to the results
obtained.

Two approaches were used to calculate the target price: a relative valuation according
to the multiples method and an absolute valuation based on the Discounted Cash Flow
method. It should be noted that for both approaches the target price reached was €
1.84, representing a potential appreciation of 101.3%, since at the date of the historical
price of the share, it was valued at € 0.92. Based on this information the
recommendation for the shares of SLBEN is to purchase. It should also be noted that
an average risk is assumed since it is a volatile industry in which sports results have
some influence on the financial results as well as the low liquidity of the referred
actions.

JEL classification: G10; G32; G34; Z23.

Keywords: Equity Research; Sport Lisboa e Benfica, SAD; Valuation; Free Cash Flow
to the Firm; Discounted Cash Flows; Multiple Method; Capital Structure Change



Resumo

O presente estudo efetua uma analise detalhada da Sport Lisboa e Benfica SAD
(SLBEN). A necessidade da realizacdo deste estudo prende-se com 0 constante
crescimento da Industria do futebol, com a hegemonia desportiva alcancada pelo
Sport Lisboa e Benfica e ainda com o objetivo tragado pelos Diretores da empresa que
pretendem efetuar uma grande mudanga na sua estrutura de capital. Todo o estudo
segue as normas e recomendacdes do CFA Institute.

Para a realizacédo deste estudo, foi tida em consideracgéo toda a informac&o disponivel
a data de 7 de Setembro de 2017, sendo que quaisquer informacfes ou eventos
ligados a Benfica SAD, ou ao mercado envolvente ap0s essa data ndo tem qualquer
impacto ou relevancia para os resultados obtidos.

Foram efetuadas duas abordagens para o calculo do preco-alvo: uma avaliacdo
relativa, de acordo com o método dos multiplos e uma avaliagdo absoluta, tendo por
base o método dos Fluxos de Caixa Descontados. De referir que por ambas as
abordagens o preco-alvo atingido foi de €1.84, representado um potencial de
valorizacdo de 101.3%, uma vez que a data do levantamento do preco histérico da
acao, encontrava-se valorizada a €0.92. Com base nesta informacéo a recomendacéo
para as acfes do SLBEN é de compra. De referir ainda que é assumido um risco
médio uma vez que se trata de uma industria volatil em que os resultados desportivos
tem alguma influencia nos resultados financeiros, bem como a baixa liquidez das
acoOes referidas.

Classificacdo JEL: G10; G32; G34; Z23.

Palavras-Chave: Equity Research; Sport Lisboa e Benfica, SAD; Valuation; Free Cash
Flow to the Firm; Discounted Cash Flows; Multiple Method; Capital Structure Change
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LISBON
SCHOOL OF
ECONOMICS &
MANAGEMENT

UNIVERSIDADE DE LISBOA

SLBEN: A New Capital Structure

(YE2016 Price Target of € 1.84 (+101.30%); recommendation is to Buy)

1. Research Snapshot

BUY is my recommendation for Sport Lisboa e Benfica, SAD (SLBEN) with a price
target of € 1.84 at June 30, 2016, by using two valuation methods: Relative valuation
through multiples and Absolute valuation through DCFs. Both methods support my
view that SLBEN is currently undervalued. This offers a potential 101.30% upside gain
from its latest closing price of € 0.92, although with Medium Risk (Table 1 and Figure
2).

2 A 1.84€

/]\ 101.30%
0.915€

o - SLBEN

Target Price

......... Current Price

Highlights

After achieving sport stability, with four consecutive league titles, Sport Lisboa e
Benfica seeks to achieve financial stability through a change in its capital structure that
has already started at a slow pace during the last year. The positive evolution in equity
that reached positive values in 2015 and continued the trend in 2016 demonstrates the
effort that SLBEN is making to achieve an equity ratio of 30% (Figure 1).

SLBEN's EBITDA has evolved positively, which demonstrates greater efficiency in the
operational management of the club. While analyzing a football club it is important to
take into consideration the evaluation of the company not only by EBITDA but by an
indicator that would be EBITDA without the transfer of players. The name attributed
was EBIDTAPS. In 2016 this guide was positive which reveals that it did not depend

on the transfer of players to achieve positive financial results (Figure 3).

Benfica SAD
BUY

Medium risk
October 2017
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2. Business Description

Sport Lisboa e Benfica — Futebol SAD (SLBEN) is the vehicle that Sport Lishoa e
Benfica uses to be present in the Lisbon stock exchange (Euronext Lisbon).

Sport Lishoa e Benfica was founded on February 28, 1904, under the name of Sport
Lisboa. After a morning training session, in Belém, a meeting was held at Franco
Pharmacy, in the afternoon, with 24 members, including ten participants of the morning
training sessions. They are considered the founders of the Club. The member called
Cosme Damido is considered the “founding father” of the club.

Since 1904 the club was led by 33 different presidents. Nowadays Benfica is led by
Luis Filipe Vieira who is responsible for the financial recovery of the Club.

The huge Universe called Sport Lisboa e Benfica

Sport Lisboa e Benfica is more than a football club, it is a worldwide brand that has

significant business connections, partnerships and other special features.

Sport Lisboa e Benfica
Universe

Services Infrastructures

¥ BTV ¥ Benfica Estadio

F Clinica Benfica ¥ Cosme Damido Museum

¥ Benfica Seguros Caixa Futebol Campus

F Casas do Benfica F  Colégio Benfica - 2018
# Benfica Fan Zone

Partnerships Sports

# Fundagéo Benfica #  Benfica Modalidades

¥ Red Power F Forecast Season 2017/2018
# Stadium Naming — season 2018/2019

One brand one family

Benfica Estadio: The new Stadium Estadio da Luz was inaugurated on October 25,
2003, in a friendly game against the Uruguayan team Nacional. SL Benfica won with a
result of 2-1, with Nuno Gomes to score both goals.

In the context of the Euro 2004, the former Estadio da Luz was demolished and this
new stadium was built in an adjacent place, and was also the stage for the final of the

competition.

On November 9, 2009, the stadium surpassed the mark of 6 million spectators.

2
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On the tenth anniversary of the new Estadio da Luz, on October 25, 2013, the 11 million

spectators mark was exceeded.

On January 14, 2017, in the largest of all stadiums in use in Portugal, the 15 000 000
spectators mark was passed in the national championship game against Boavista.

Estadio da Luz was the stage for the 2004 European Football Championship final and
hosted three group games and a quarter-final.

On March 20, 2012, the UEFA Executive Committee announced that the Luz Stadium
would host the 2013-14 UEFA Champions League Final, which came to fruition later.
The final was won by Real Madrid defeating Atletico Madrid 4 - 1 after extra-time.

BTV: BTV is the television channel of Sport Lisboa e Benfica and the first television
channel of a Portuguese Football Club. Globally it is the first and only club channel to
market and broadcast live and exclusively Benfica league matches at home. It also
broadcasts the games of Benfica B and the Youth Layers of its Football Club, from the
Football Campus and the Training Center Sport Lisboa e Benfica, located in Seixal.
Furthermore, Benfica TV broadcasts games of the Club’s indoor sport modalities
played in the pavilions of the Sport Lisboa e Benfica Stadium.

Currently the General Director of Benfica TV is José Eduardo Moniz.

The first experimental broadcast of Benfica TV was on October 2, 2008 and included
the match between Benfica and Naples, a UEFA Cup edition. This game was
broadcasted to Angola, Mozambique, Cape Verde, Sdo Tomé and Principe, the United
States, Canada, Brazil, the Middle East, France, Italy and North Africa, covering a
universe of 44 million Portuguese speakers, which represents the great impact of Sport
Lisboa Benfica.

Clinica Benfica: Located in the stadium Estadio da Luz the Clinica Benfica is a clinic
which attempts to fill an existing gap in the healthcare sector. It relies on the vast
experience of Sport Lisboa e Benfica’s clinical staff such as physicians,
physiotherapists, masseurs and nurses. These healthcare professionals are highly
specialised in sports medicine and do not work exclusively with athletes but also with

patients from all walks of life who need rehabilitation.

Providing all people with healthcare services is the aim of Clinica Benfica.
Consultations or examinations, auxiliary exams and medical treatments can be
performed at the clinic. Exceptional conditions are offered to club members and
supporters who seek for expertise in diagnosis, prevention, maintenance and

rehabilitation.

Benfica Seguros: Benfica Seguros and Grupo SABSEG signed a co-mediation
agreement which aims to offer the best insurance solutions and to dynamize Benfica
Seguros both in terms of a diversified supply of products and in terms of its economic

competitiveness.

At Benfica Seguros powered by SABSEG Benfica members and supporters will find

the best insurance solutions in advice, coverage and conditions. Now Benfica
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members and supporters can ask for car, home and health insurances and other

personal or professional protection plans.

Cosme Damido Museum: The Benfica Museum - Cosme Damido is a museum
dedicated to the history of Sport Lisboa e Benfica, and is located outside the Estadio
da Luz in Lisbon, Portugal.

The museum, named in memory of Cosme Damido, was inaugurated on July 26, 2013
under the presidency of Luis Filipe Vieira and opened to the public three days later, on
July 29, one year and three months after its initial construction.

The building, with an area of 4 000 square meters, has three floors accompanied by a
huge display cabinet that displays about 500 trophies. The museum is divided into 29
thematic areas and contains, in total, about 1 000 trophies won by different club
modalities and a collection of over 30 000 cups, as well as audiovisual documents and
references to Benfica's history.

The museum has an average of 5 million visitors a month.

In December 2014, the museum was awarded the Best Portuguese Museum of 2014
Award by the Portuguese Museum Association.

Benfica Modalidades: SLBenfica is more than a football club, providing its staff with
various modalities, currently the club has 29 - Handball, Basketball, Women's
Basketball, Roller Hockey, Women's Skates Hockey, Futsal (indoor soccer), Women's
Futsal (indoor soccer), Volleyball, Olympics, Combat sports, Canoeing, Rugby,
Women's Rugby, Pool, Martial Arts, Athletics, Camping, Gymnastics, Judo, Swimming,
Paintball, Figure skating, Water polo, Table tennis, Motocross, Sport fishing, Triathlon,

Boxing - and is currently preparing to enter women's football.

Casas do Benfica: The project of the Benfica Supporter’s Clubs, is much more than
a national project since it is present in 12 other countries around the world - Australia,
Belgium, Canada, Cape Verde, France, Germany, Guinea Bissau, Luxembourg,
Macao, South Africa, Switzerland-. This was a banner project of Luis Filipe Vieira who
had the vision to bring Benfica closer to the fans, creating a place where the Benfica
experience was simple, closer and unique. With these supporter’s clubs fans can
watch the Benfica matches, buy merchandizing from the club, get along with other fans
or even buy tickets for Benfica matches, whether at home or abroad. It should be noted
that from the month of January 2018 all these supporter’s clubs will be connected by
network so that they will all be closer to each other. Nowadays there are 234 of these

supporter’s clubs.

Caixa Futebol Campus: The Caixa Football Campus is the training center of Sport
Lisboa e Benfica and is the "home" of Benfica B. It has six soccer pitches and three
pitches which hold 1600 covered seats. It is mainly used by the main team and the
training levels. The name is sponsored by Caixa Geral de Depdsitos, Caixa Football

Campus.




The complex, with a total area for about 15 hectares, comprises a total of 62 rooms,
as well as a gym for young players. It also has two gyms, changing rooms, swimming
pools, jacuzzies, sauna, a cafeteria and an auditorium. After 2008, when Benfica TV
was created, the complex also won a TV studio. The infrastructure is currently being

expanded

The Director of Caixa Football Campus is a former Benfica player, Nuno Gomes.

Fundacdo Benfica: The Benfica Foundation develops integrated projects that
highlight the early intervention on exclusion factors. In these areas, the Foundation has
as its primary concern the prevention of deviant behavior and a promotion of the

educational success of children and young people as determinants of social mobility.

This organization intends to be recognized, in the short term, as a reference institution
in the area of innovation and European social responsibility, a leader without a socio-
sporting segment, with a transversal presence in Portuguese society and its diaspora,
intervention and proximity to public participation in situations of social exclusion or

fragility.

It is the goal of the Benfica Foundation to establish itself as a social parachute of the
state and civil society, mobilize people and institutions and catalyze local dynamics of

social development and individual and community empowerment.

Recognizing that Sport Lisboa e Benfica is a global club, the Benfica Foundation is
committed in developing an international deployment covering a geo-sociological,

cultural and ethnic pattern that characterizes the Benfica Universe.

Colégio Benfica: The club will move towards building an international college with a
capacity for 800 students, Vieira said. "Regarding our Benfica, | want to say two or
three important things: we are certain that we will continue with our strategy. Caixa
Campus is part of this strategy and, at the moment, it is undergoing very deep works.
We want to have a college called Benfica, which will be international, with 800 students,
so that all the young people of Seixal can be there." he said, speaking for the first time
about the commitment to teaching, explaining one of the advantages that this institution
can bring: "We want to make a difference in this way and we want all the parents who
have their children in our guard to be relaxed at home because they are part of a
Benfica facility."

Benfica Fan Zone: This project is based on the presence of different kind of leisure
zones offering fans food, drinks and entertainment before the matches in the Estadio
da Luz complex. This fan zone appeared in the season 2015/2016 and was a huge
success that provides more revenues. Sport Lisboa e Benfica have their own shops in
this space. However, this space is characterized by the presence of different
companies, such as Hamburgueria do Bairro that pays a fee to Benfica to be there on
the days of the matches. This is a different approach to a match day. With this the

match day is much more than a match, it's a whole experience.
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Red Power: This represents the dozens of partnerships that Sport Lisboa e Benfica
have. Members can benefit from a wide range of discounts. For example, when
travelling with Emirates, members can benefit from a 10% discount, there are 6% off
per litre at Repsol, discounts on cinema tickets, and many more discounts from several
of other partnerships that Benfica fans can benefit from.

Stadium Naming: The naming of the stadium is one of the most important goals of
the board of directors once it can be an important source of income. This is perhaps
the most difficult partnership to achieve since it requires a lot of money invested by the
sponsor as well as a set of factors relative to the stage that was not secured until then.
However, in the season 2018/2019 it seems that it will be possible to get a sale of the
stadium’s name, with main sponsor Emirates, at the time of contract renewal. Firstly,
because the first partnership agreement went very well, thanks to the growth of
Emirates in Portugal, leveraged by the recognition that the company has associated
with SLBenfica, and then because at the moment the Sponsorship Contracts of the
Estddio da Luz ended up, thus opening a window of opportunity to realize this
partnership agreement. We should not forget that Emirates is already accustomed to
making this kind of agreement, especially with Arsenal.

Season 2017/2018: The season that is about to start could lead Benfica again to a
historical achievement, winning the club’s fifth title in a row, the so called “Penta”, which
was only achieved once in Portugal, by FC Porto.

Sport Lisboa e Benfica continues with the same coach and the same base of players:
although there were some transfers, which is a normal procedure during the last 10
years. So, we are able to say that the players who were transferred should have a
good substitute (from the academy or from a purchase).

The historical rival Sporting CP is investing a significant amount of money this season.
After 2 years with Jorge Jesus leading the team and with no tittles. This is the year of
“all or nothing”. They are a serious opponent to Sport Lisboa e Benfica this season.
The rival in the north, FC Porto, is facing a huge financial problem. The club was fined
by UEFA after failing to comply with Financial Fair Play regulations, so they can’t
spend much money or even enroll all the players in their Champions League
squad (normally the clubs enroll 25 players and FC Porto this season only can register
22).

They also have a new coach, so because of all these facts they seem to have a new
will to win.

Making a quick review about Sport Lisboa e Benfica and their rivals (FC Porto and
Sporting CP) for the next season we could say that this championship will be very

disputed.
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SWOT Analysis:

Strengths

Weaknesses

History and Titles;
Portuguese club with larger
number of supporters.
Second larger club in the
world in terms of associates;
Top 10 at UEFA Ranking (9"
best club of Europe);
Portuguese club constantly
with higher revenues;
Partnerships with highly
recognized companies, in

national and international

terms.

High debt level;

To much dependence
between financial results and
sports results;

Importance of players

transactions to reach profits.

Portuguese Economy;

Increasing of the UEFA
prizes;

The value of Portuguese
players;

UEFA financial fair play;
Asian Market;

Decreasing Debt level.

Portuguese ranking at UEFA;
European Super League;
Diversify the sources of
revenue;

Partnership between Sporting
Clube de Portugal e Futebol
Clube do Porto.

Opportunities

Threats

Porter’s Five Forces

Porter’s Five Forces is a commonly used model that helps to explain the different levels
of profitability that an industry can reach. The model is extensively used, worldwide, to
investigate the industry structure of a company as well as its corporate strategy. Porter
recognized five irrefutable forces that perform a part in shaping every market and
industry in the world. The forces are frequently used to measure competition intensity,

attractiveness and profitability of an industry or market.

e Power of Suppliers — High

The power of the suppliers play a very important and significant role in this industry.
There are two main suppliers, Sponsors and other Clubs (potential players to buy).
Sport Lisboa e Benfica has three main Sponsors (Emirates, Sagres and Adidas). The
International companies Emirates and Adidas are vital Sponsors in terms of revenues,
technical products and worldwide visibility. The Portuguese company plays a
significant role in terms of national visibility and revenues. These partnerships are
difficult to find and to maintain.

Concerning other Clubs, Sport Lisboa Benfica tries to find players mainly in Clubs from
South America and East Europe with the purpose to buy players when they are cheap,
work on their development, have sports income and finally to sell them to football giants

for a sizable profit.



e Power of Buyers — Low

There are two main Benfica clients: the fans and other Clubs that want to buy Benfica’s
players. Over all the power of these buyers is low.

First, Benfica fans don’t have any power of negotiation since tickets prices,
merchandise, annual sites and quotas are tabled.

Secondly, the negotiation of athletes’ sales to other clubs are generally based on the
relevance of the referred player in the team and on the player’s desire. The clubs that
want to buy Benfica’s athletes face some difficulties in the negotiations due to highly
costly termination clauses that are stipulated by the players at the time of contract
signature and by Luis Filipe Vieira, the president, who is a hard and well-known

negotiator and always tries to combine the player’s will with the club’s interests.

e Threats of New Entry — Low

This threat is very low or inexistent since to enter this industry it is necessary to have
a large amount of capital and time to reach the principal national leagues. So, this

industry is most commonly known as “closed”.

e Threats of Substitution — Low

Sport Lisboa e Benfica is the Portuguese club with more fans. There are studies that
indicate that Benfica have 6 million fans. Bearing this information in mind and knowing
that one of the particularities of this industry is the love from the fans to the Club, the
threat of Substitution is very low or inexistent.

e Industry Rivalry — High
There are two ways to see this threat: at a national level and at an international level.

At a national level, Benfica has two main and historical rivals, Sporting Clube de
Portugal and Futebol Clube do Porto. Sport Lisboa e Benfica is the one of these three
with more titles, however there is always an equilibrium in the fight for the national
league title and the other Portuguese competitions.

At an international level, Sport Lisboa e Benfica is the 9™ best Club in UEFA's Ranking
which shows the competitiveness of Sport Lisboa Benfica over the last few years.

However, at this level Sport Lisboa e Benfica have more and harder competitors.

Threats of Substition ¢~

Threats of New!
Entrants

™ Power of Suppliers

Power of Buyers



3. Management and Corporate Governance

The Chairman of the Board of Directors, Luis Filipe Ferreira Vieira is, simultaneously,
Chairman of the Board of Directors of Sport Lishoa e Benfica and the Board of
Directors of Sport Lisboa e Benfica, SGPS, SA.

The directors Rui Manuel Frazéo Henriques da Cunha and José Eduardo Soares
Moniz are both Vice-Presidents

From the Direction of Sport Lisboa e Benfica, Director Domingos Cunha Mota Soares
de Oliveira is, simultaneously, Executive Director of Sport Lishoa and Benfica and
manager of Sport Lisboa e Benfica, SGPS, SA. To the best of Benfica SAD's
knowledge, there are no other family, professional or commercial relationships of the
members of the Board of Directors with shareholders to whom a qualifying holding of
more than 2% of the voting rights is attributable.

Luis Filipe Vieira was elected on November 3, 2003 as the 34" president of Benfica.
He was involved in the relaunch and reconstruction of the club, being one of those
responsible for the construction of the new Estadio da Luz and the new training center
in Seixal. He made the club the 215t most profitable in Europe.

He was re-elected for a second term on October 27, 2006. Three years later, on July
3, 2009, he was re-elected for a third term, having defeated his opponent Bruno
Carvalho with 91.74% of the votes, after having dismissed the board of Director to
trigger early elections.

On October 26, 2012, Luis Filipe Vieira was re-elected president of Benfica with
83.02% of the votes, against 13.83% of Rui Rangel and 3.15% of white votes. Forty-
two days later, on December 7, Vieira became the longest-serving president in club
history, surpassing Bento Mantua.

On October 27, 2016, he was re-elected president of SL Benfica for a fifth term, with
95.52% of the votes, having had no opponents at the election.

He is the man responsible for the so-called Universe Benfica, where the financial
recovery, (Benfica’s SAD achieved a consolidated net result of 2.6 million euros in the
first half of 2016/17, between July 1 and December 31, 2016) sports titles (4™ national
championship in a row) and infrastructures (Stadium, Caixa Campus, Colégio Benfica)
are the feats that leave more legacy.

As far as the remuneration policy is concerned, only the names of CEO Domingos
Soares de Oliveira and Executive Director Rui Costa are found on that list. This is since
the statutes state that the president of SLBenfica should not be remunerated (however,
it is currently debated weather this topic could change), unlike other Portuguese clubs,
such as Sporting CP’s, Bruno de Carvalho. These two members of the board earned
553 million euros in the period 2015/2016. (Values that take fixed and variable

)
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remunerations) It is important to note that this total remuneration value reflects a

contraction, in relation to the previous period, of 4%.

The Shareholder Structure of SLBEN can be distinguished by two main owners.

Firstly, Sport Lisboa e Benfica that owns 66.97% of the shares, which reflects in
15 403 221 shares. In this percentage of ownership, it is even possible to say that 40%
are owned directly by Sport Lisboa e Benfica; 23.65% by SLBenfica, SGPS, SA; 3.28%
by the president Luis Filipe Vieira and finally 0.04% by director Rui Costa.

Secondly, the “other” owners, who own 33.03% of the shares. This universe is
composed for example by Novo Banco, SA or even Oliverdesportos, SA (largest
shareholder of the channel Sport TV) (Appendix 13).

European Club with best Operational Results

Benfica is the European club with the best operational results. This is one of the
conclusions of the study 'Football Club's Valuation: The European Elite 2017', carried
out by the consultancy firm KPMG and which compares the accounts of the main
European emblems from last season.

No other club makes more money from the revenue it generates. For every 100 million
euros in revenue, including sales of player passes, Benfica managed to earn 30 million
euros profit. These numbers are computed before accruing interest and taxes (in
technical language, EBITDA).
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4. Industry Overview and Competitive Positioning

Portuguese Economic Outlook

Economic activity during the second quarter of 2017 will have remained in a cycle of
resilient economic recovery, supported by an improvement in the external
environment, which has contributed to the strengthening of exports both inside and
outside the European Union. As a result, GDP will have accelerated to 3.4% year on
year. In nominal terms, the weight of exports in GDP is around 45%, while imports
account for about 43% of GDP. The positive balance of the current account balance is
supported by the positive balance of the balance of services, in particular the
contribution of tourism and transport. The goods balance is expected to continue in a
gradually lower deficit trend, with energy dependence continuing to be the most
penalizing factor. Net exports to the United Kingdom, France, Angola and the United
States are the most dynamic and contributing to export growth. By 2017, in real terms,
exports are expected to grow by around 7% and imports by about 9%, with a slightly
negative contribution to real GDP growth.

In a more favorable economic environment, economic agents generate more optimistic
expectations, reflecting favorable conditions and tending to foster new investment
initiatives. However, investment rates remain at historically low levels, due to the
existence of installed capacity not yet used. The exporting companies are the ones
that still have reinforced the levels of investment, but in function of the volume of
business and profit margins generated. By 2017, investment may represent 17% of
GDP, compared with pre-crisis levels of 22%. In the second quarter of 2017,

investment growth is expected to exceed 8% year-on-year.

The improvement in economic conditions has been reflected in a resilient decline in
the unemployment rate, in particular the long-term unemployment rate. In the first
quarter of 2017, the unemployment rate was 10.1%, and in May, 9.5%. The reduction
of the unemployment rate is the combined result of the increase in the employment
rate and the active population, which has contributed to the improvement of family
confidence and consequently the expectations of private consumption. In the second
quarter of 2017, private consumption is expected to accelerate against the first quarter,

supported by the increase in consumption of durable and non-food goods.

In the first quarter, the budget deficit was 2.1% of GDP, an improvement of around 1.2
pp of GDP compared to the same period of the previous year. The improvement in
revenues from indirect taxes and social contributions were the main factors, while
spending remained almost unchanged. The primary balance recorded a surplus of
EUR 865 million (around 1.9% of GDP). Recent dynamics are in line with the budgetary
targets of 1.5% of GDP for the deficit. Public debt remained at around 130.5% of GDP
in the first quarter of 2017, with a projection of around 127% of GDP in 2017.
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The Portuguese Republic's debt interest rates continue to reflect an improvement in
the perception of sovereign risk, supported by positive results in terms of the evolution
of public accounts and economic recovery, supported by more exports and investment.
Currently, the 10-year interest rate is at levels slightly below 3%.

At the ECB meeting in July 2017, monetary policy remained unchanged, both in terms
of interest rates and the monthly volume of asset purchases (from € 60 billion / month
until the end of December 2017). Despite the cycle of economic recovery in the euro
area, global risks remain relatively symmetrical and identified, with the ECB signaling,
if necessary, the willingness to extend unconventional monetary policies for as long as

is necessary.

In the US, the Federal Reserve revised up the interest rate range to 1% -1.25%,
aligning a less expansionary monetary policy with the moderate improvement in
economic activity during the first half of 2017 and a stronger employment.

Industry Overview

There is a trend that seems inexorable in European football. The five top European
football leagues - the Premier League (England), the Bundesliga (Germany), La Liga
(Spain), Serie A (ltaly) and Ligue 1 (France) - are increasingly rich, and the financial
gap for the remaining Alloys of the Old Continent is also increasing.

In the same way, the difference between the financial power of the English Premier
League and the other Top 5 European leagues is also growing. These are conclusions
drawn from Deloitte's Annual Review of Football Finance - released on July 12, which
refers to the financial year 2015-2016.

The financial strength of English clubs is the average revenue per club of the Premier
League that was 243 million euros, well above the average revenue of 151 million
euros of the German clubs and 122 million of the Spanish first division clubs. In the
Portuguese League the average revenue is 19 million euros per club, almost 13 times

lower than that achieved by the English teams.

Overall, European leagues earned revenues of € 24.6 billion (54% for the Top 5), up
from € 21.8 billion in the 2014-2015 season. Already revenues for the five main leagues
alone increased by € 1.4 billion (+ 12%), with 59% of this increase being a result of

growth in revenues from television rights.

The importance of television revenue is overwhelming in the Premier League,
accounting for 53% of the total revenue of the clubs of the main British league.
Revenue from television rights amounted to € 2.5 billion, more than the combined
revenues of Bundesliga clubs (€ 2.7 billion) or La Liga (€ 2.4 billion). The clubs of
the English Premier League added a total revenue of 4.8 billion euros, the highest

value ever.
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Competitors Analyses — National and International

In this section, it is important to divide these competitors in terms of Nationality:
National and International.

Concerning the National competitors, it is possible to say that there are two main
players: FC Porto and Sporting CP. These two clubs are the challengers’ due to the
historical rivalry and the constant pursuit of the Portuguese title. So, it is relevant to
study the financial and the sports results in the last season.

Regarding Futebol Clube do Porto, it is possible to verify that its assets were valued at
€ 375044 928 in the year 2016. In turn its DEBT was € 349 108 731, and approximately
€ 202 million are short deadline. It should also be noted that the lack of sporting
success (0 titles in the last 4 years) is also accompanied by poor financial performance
reflected in a negative EBITDA of approximately € 38 million (Table 3).

In turn, Sporting Clube de Portugal, which also had no sporting success in the last 4
years (only 1 title over this period), had in 2016 an asset valued at € 236 million and a
DEBT of € 261 million, thus reflecting a negative Equity. Also note that of these € 261
million, € 135 million are short term. Finally, like the other national competitors, the club
has a negative EBITDA of approximately € 16 million (Table 3).

In terms of International Competitors, it is important to take a look at the UEFA ranking
of the previous season where we can insert Sport Lisboa e Benfica in the 10th place.
With this information, it is accurate to say that the international competitors are the first
30 clubs of this European ranking. Knowing that there is a huge heterogeneity of clubs
from different countries, with different fiscal policy, different broadcasting rights and
different occupancy rate it is important to make this decision very judiciously (Table 3).
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Futebol Clube do Porto, SAD Key Data 2015 2016
Sales 75055622€ 75055622 €
EBITDAPS* - 48455181€ - 48455181€
EBITDA - 37562156 € - 37562156 €
EBIT - 41512402€ - 41512402€
Depreciations/Amortizations 3950 246 € 3950246 €
Current Assets 114808 770 € 114808 770 €
Currents Liabilities 202057 264 € 202 057 264 €
Non Current Liabilities 147123467 € 147123467 €
Total Assets 375044 928 € 375044 928 €

Sporting Clube de Portugal, SAD Key Data 2015 2016
Sales 44921585 € 56 100 273 €
EBITDAPS* 27 800540 € - 21009 361€
EBITDA 39155691€ - 16286326 €
EBIT 24749501 € - 29996028 €
Depreciations/Amortizations 14 406 190 € 13709702 €
Current Assets 6562 000 € 3022000 €
Currents Liabilities 140157 523 € 135607 202 €
Non Current Liabilities 93761569€ 125581534 €
Total Assets 240961373€ 236235185€

Juventus, SAD Key Data 2015 2016
Sales 51368 000 € 57 178 000 €
EBITDAPS* 5667 859 € 6016 469 €
EBITDA 7982900 € 8473900 €
EBIT 1347 800 € 840 800 €
Depreciations/Amortizations 66 351000€ 76331000 €
Current Assets 158 163 000 € 175014 000 €
Currents Liabilities 312813000 € 267 059 000 €
Non Current Liabilities 116 809 000 € 257 116 000 €
Total Assets 474267 000 € 577 558 000 €

Lyon, SAD Key Data 2015 2016
Sales 82267 317€ 104 193823 €
EBITDAPS* - 16444 159 € 21061673 €
